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ACTION 
THE WHITE HOUSE 

WASHINGTON 
Last Day: December 31 

December 28, 1974 

MEMORANDUM FOR THE PRESIDENT 

FROM: KEN COL 

SUBJECT: Enrolled Bill H.R. 3538 
For the Relief of Selmer Amundson 

Attached for your consideration is H.R. 3538, sponsored 
by Representative Nelsen, which would enable Selmer Amundson 
to qualify for disability insurance benefits by permitting 
the crediting of self-employment income for 1964-1966 to 
his social security earnings record after the time allowable 
under present law. 

The bill also contains a rider which would add Montana to 
the list of states which may include policemen and firemen 
in their voluntary agreements with HEW for coverage of 
State and local employees under the social security system. 

OMB recommends approval and provides additional background 
information in its enrolled bill report (Tab A). 

Phil Areeda and Max Friedersdorf both recommend approval. 

RECOMMENDATION 

That you sign H.R. 3538 (Tab B). 

Digitized from Box 18 of the White House Records Office Legislation Case Files at the Gerald R. Ford Presidential Library



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

DEC 2 ,:_ 1974 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill H.R. 3538 - For the relief of 
Selmer Amundson 

Sponsor - Rep. Nelsen (R) Minnesota 

Last Day for Action 

December 31, 1974 - Tuesday 

Purpose 

Waives the applicable statute of limitation prov~s~on of 
the Social Security Act in order to authorize the crediting 
for social security disability purposes of Selmer Amundson's 
self-employment income for 1964 through 1966; amends the 
Act to permit social security coverage of policemen and 
firemen in Montana. 

Agency Recommendations 

Office of Management and Budget 

Department of Health, Education, 
and Welfare 

Discussion 

Approval 

Approval 

H.R. 3538 would enable Selmer Amundson to qualify for 
disability insurance benefits by permitting the crediting 
of self-employment income for 1964-1966 to his social 
security earnings record after the time allowable under 
present law. The bill also contains a rider which would 
add Montana to the list of States which may include policemen 
and firemen in their voluntary agreements with HEW for 
coverage of State and local employees under the social 
security system. 
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Selmer Amundson. In order to be insured for disability benefits 
under the social security program, it is necessary for a 
person to have at least 5 years (20 quarters) of social 
security coverage during the 10-year period ending with the 
quarter in which he becomes disabled. The Social Security 
Act provides that self-employment income for any year may 
not be credited for social security purposes unless a tax 
return is filed with the Internal Revenue Service before the 
expiration of 3 years, 3 months, and 15 days following the 
end of that year. 

Mr. Amundson applied for disability benefits in February 1971, 
stating that he had been disabled since 1968. Upon being 
advised by the Social Security Administration that his social 
security earnings record showed no earnings credits for the 
years 1964 through 1968, Mr. Amundson stated that he had 
net earnings from self-employment in those years sufficient 
to provide four quarters of social security coverage in each 
year. 

An investigation of the discrepancy revealed that Mr. Amundson's 
accountant, who had been entrusted with the appropriate 
tax documents and payments, had failed to file Mr. Amundson's 
tax returns for each of the years 1964 through 1968. At 
the time of congressional consideration of this bill, the 
accountant had been indicted on 31 counts of income tax 
evasion, including a count involving failure to pay Mr. Amundson's 
tax. 

Mr. Amundson's tax attorney filed tax returns for the years 
involved, and paid the taxes du~ in December, 1971. Accordingly, 
under the statute of limitations provision, Mr. Amundson 
received social security earnings credit for 1967 and 1968, 
but could not receive credit for the three preceding years. 
As a result, Mr. Amundson cannot meet the statutory require­
ments for eligibility for social security disability benefits 
without special legislative relief. 

H.R. 3538 would authorize Mr. Amundson's 1964-1966 earnings 
to be credited to his earnings record, thus permitting him 
to qualify for disability benefits. HEW submitted a report 
to the House Judiciary Committee in June, 1974 indicating 
that it had no objection to H.R. 3538. In its report, HEW 
stated: 



"It seems to us that the situation of Mr. Amundson 
is a particularly unfortunate one. Mr. Amundson was 
correct and conventional in his handling of his tax 
returns and tax payments for the years · 1964 through 
1968, and except for the abuse of trust by his 
accountant would have had social security credit for 
all of these years. An extremely unusual feature of 
the present case is the fact that the preparation of 
Mr. Amundson's tax returns and his payment to the 
accountant of taxes due occurred in each of 5 
different years. The fact that the accountant con­
tinued as an apparently reputable member of his 
profession and community during all of this period 
and beyond would certainly tend to confirm to a 
person in Mr. Amundson's situation that his tax 
returns were being properly filed. 

"Although we ordinarily oppose enactment of private 
relief bills giving special treatment to individuals 
under the social security program, we believe that . 
Mr. Amundson's situation is so unusual and so 
deserving of remedy that we do not oppose enactment 
of H. R. · 3538." 

Montana Rider. Current law permits some 20 States and 
Puerto R1co to include policemen and firemen in their 
voluntary agreements with HEW to provide social security 
coverage for State and local employees. H.R. 3538 would 
add Montana to this list of States. In its letter on the 
enrolled bill, HEW states that although the Department 
favors general language to eliminate the statutory pro­
hibition against the coverage of policemen and firemen 
under the voluntary agreements with States, it has no 
objection to granting Montana an exemption already enjoyed 
by a number of other States. 

Enclosure 

Assistant Director for 
Legislative Reference 
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THE WHITE H0USE 

ACTION MEMORANDUM WASHINGTON LOG NO.: 836 

Date: December 26, 1974 Time: 9 00 : a.m • 
./ 

FOR ACTION: Pam Needham k.. cc (for information): Warren Haedriks 
Max Friedersdorf 0; · Jerry Jones 
Phil Areeda flo ~ 

FROM THE STAFF SECRETARY 

DUE: Date: Time: 3:00 p.m. 

SUBJECT: 

Enrolled Bill H.R. 3538 - For the relief of Selmer Amundson 

ACTION REQUESTED: 

-- For Necesso.ry Action 

__ Prepare Agenda and Brief 

-X-- For Your Comments 

REMARKS: 

__ For Your Recommendations z 
__ Draft Reply 

Draft Remarks 

Please returntto Judy Johnston, Ground Floor West Wing 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

I£ you have any questions or if you anticipate a 
delay in submitting the required material, please 
telephone the Staff Secretary immediate!-

K. R. COLE, JR. 
For the President 



- THE WHITE HO:USE 

---~!N MEMORANDCM WAS>IINGTON" LOG NO.: 836 

Date: December 2 6 , 19 7 4 

FOR ACTION: Pam Needham 
Max Friedersdorf 
Phil Areeda 

FROM THE STAFF SECRETARY 

DUE: Date: Monday, December 26 

SUBJECT: 

Time: 9 : 0 0 a • m. 

cc (for infc;rmation): Warren Hendriks 
Jerry Jones 

Time: 3:00 p.m. 

Enrolled Bill H.R. 3538 - For the relief of Selmer Amundson 

ACTION REQUESTED: 

For Necessary Action -x- For Your Recommendations 

Prepare Agenda and Brie£ Draft Reply 

_x_ For Your Comments Draft Remarks 

REMARKS: 

Please return to Judy Johnston, Ground Floor West Wing 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

I£ you have any questions or if you anticipate a 
delay in submitting the required material, please 
telephone the Staff Secretary immediately. 



THE WHITE HOUSE 

WASHINGTON 

December 26, 1974 

HENDRIKS 

X L. FRIEDERSDORF 

SUBJECT: Action Memorandum - Log No. 836 
Enrolled Bill H. R. 3538 - Relief of Selmer Amundson 

The Office of Legislative Affairs concurs in the attached proposal 
and has no additional recommendations. 

Attachment 
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THE WHITE HO:usK 

ACTIO~ ME:\fOR.Ai'iDUM 
·' 

WA.!Hil'fGTON LOG NO.: 836 

Time: . 9 • ·oo a m . . . .!_:Da.te:·necember 26, 1974 

·.~fOR:ACTION: Pam Needham~ -~-
1'1ax Friedersdorf 0: k....­
Phil Areeda 

cc (for information): Warren Heedriks 
Jerry Jones 

"' 

~ > .: ~.~rt~~~OU; , 
-... -... -. Dri:Ut Reply. 
:•:_~ .. ~~--·'•'. . 

~i-~,~~.'o) • I , 

:··x·~:~For. Your Comments . 
- j~~,~r:t~.#··. '.' ~ ·. ; . 
RE.L~IARKs::-. .~ 

__ · Draft Remarks 

., 

West Wirig . 

... 

..... 
-. ~ 

. ... 
. 

. . 

~f-.; ·'' 

\~ __ ;·~ ... ~.~.~: __ ., ' . \ ~ '~-, ~~~~j~~-i;\.:.-
I£ you hcive C.ny questi~ns·: or if you ·anticipate< a,. ~:~::~\. : .. . , .... ...;, .. '-~ 
dela.v fril'' sub :miffing ·; ih.t;:::~r~quired ma.t~ria.t : ple~. -.:;:?;f~ K .. R( COLE~· JR.~:-i ';·.~ ~.;r: ;,{_:t_> . 

,· 

telephone. the Staff secr&tai:i' umnedicitel . , .-~~:~: For .the Preside:nt .. "'· 

. ~-·· ".. . .· :.~;~:~~;~:.> ~·- . <~_·.;~:~. . :.~~-~'- -~~~~~~:~~+ .... ~. ~;?~~~~:f~iil~~~~~;!::-7:(·:~~~ 



DEPARTMENT OF HEALTH, EDUCATION. AND WELFARE 

Honorable Roy L. Ash 
Director 
Office of Management and Budget 
washington, D. c. 20503 

Dear Mr. Ash: 

This is in response to Mr. Rommel's request for a report 
on JI.R. 3538, an enrolled bill "For the relief of 
Selmer Amundson." 

The first section of the bill is a private relief measure 
that would grant Mr. Selmer Amundson credit for covered 
self-employment under the OASDI program during 1964 
through 1968 even though the social security taxes on 
that self-employment were paid after the statute of 
limitations on the reporting and crediting of covered 
self-employment had run. It appears from the available 
information that Mr. Amundson believed that he had paid 
his social security taxes for these years in a timely 
manner through his.accountant, who was given funds for 
that purpose. However, the Internal Revenue Service has 
no record of having received those taxes and there is 
information that the accountant has been indicted on a 
charge arising out of his handling of Mr. Amundson's tax 
returns. Because of these special circumstances, the 
Department reported to the Congress that it had no objection 
to enactment of what is now the first section of the 
enrolled bill. A copy of the report is enclosed. We 
continue to believe that Mr. Amundson's case is sufficiently 
meritorious to warrant an exception to our normal 
opposition to private relief from the social security 
laws. We therefore support enactment of this section of 
the bill. 

Section 2 of the bill would add Montana to the list of States 
which may include policemen and firemen in their voluntary 
agreements for coverage of State and local employees under 
the OASDI program. The Department supports general 
legislation to eliminate the prohibition against the 



Honorable Roy L. Ash - Page 2 

coverage of policemen and firemen under voluntary agreements 
with the States. In the absence of such legislation, we 
have no objection to granting Montana an exemption from 
the prohibition already enjoyed by some twenty States and 
the Commonwealth of Puerto Rico. 

The Department therefore supports enactment of the enrolled 
bill and recommends that it be signed into law. 

Sincerely, 

Secretary 

Enclosure 



DEPARTMENT OF HEALTH. EDUCAtiON, AND WELFARE 

Bonorabl.e Pete~' W. RodiXIO 1 Jr. 
Cha.11'l'Jl8D, COlliDittee on ~ J'W.Uciu7 
Hcuse ot lepreaontati:na 
lf~, D.C. 20515 

l)eUMr. ~l 

JUN 191974 

Uda ta 1n naponM to lQUr request tor a. re~ on u.a. 3538, a bUl 
"'1'01' tbe rol!et of &elmer Amun4Gon." 

n. blU p;rov.ldoa that f'or purpouea ot ·4ttel'ldn!ns J.fl'. km.mdeoll's 
eutiitlement to iiAbUity insurance beDettta hi$ imome tu returns toJ> 
the ~ 1964 tl~ue;lt 1968, Which ve:re tiled in 1911, WOUl4 be ~~~ 
to ~ bQ•n f'U.ecl betoft tbt u;pin.tion ot the Jlriod ot time tor 
tl.11n& such l"Gt~ ~dod 1n a atatu.te ot UJrd.tatlona 1a tbe SocliJ. 
S(t(.Nritr' Act ana that tda •t .tnaome ~ nlt•envlc:Plent 1n thoe• 
~would bt creaite4 'U.n.dor $0Cs.laeCUZ'lt,-. 

s.n. 3538 would aempt la . .Am.t.ndllW t.roa tbe ettoct ot tbe natut. ot 
Um1tat1onu pJ.V'V'iatoa with N~t to tht cteditiaa of h1a aelt~loy.ol)nt 
lncl.oane ft>r 1964 throuib 19()6. (Hia btlf~t 1nconle for 1967 anA 
1968 1a ~ crodite4 to bia aocial.Gu\U"J.i;J ee:m1Dp ncor4.) tflltler 
th:la ~vl•lon ot the Act aelf ... omglopent tncome reporte4 by a ~aon tor 
e. Je&r E~1tl¥ not be cndited t'br tooial •ec1;c;d.~ pw:opoaee wdeaa a ta ftt\UI'ta 
1a tU.et\ with tbe I.rl:texonal Revenue SWvl.;,• before the exp:Lra'~ ct 3 ,._,, 
3 months, and l' ~ fbllowins tbe etl4 ot that,..,. .. 

Mr •. ~ tiled an appllcatloa toJJt social aeou.:rit'f' d1QbS.l1ty ~o 
benet:lta 11'1 f$b~ 19'111 mt1aa tbat be hB4 beon 411abt.d since ~~ 
1~8. Under tlw law, to M imru:red tor dill\'bUS.tr benet1to it ta ntef1Jiari1 
f'ol* t1!1'. Amundson to bave e.t leut 20 Q.USJ."te:ra ot aod.al flecntd.tJ' CO'V'QJ>aP 
in tbe .Ptriod of l.o caJ.emar q_ua.rten eDU.ng w:t th tba ~r 1n wblch hit 
bece=e dlae.bl.ed. When Mr. Amundson ws e.dvise-d that his aociel atcUI'.t.tr 
ea;or:d.ll{UJ record showed no ecmtna• credits tcr the )"tare 1964 tb:roueb 1968 
be atated tbtl.t be had Wit ea.ruinga t:rom aelt~~nt 1n those ~an b. 
amounts autticien:b to PNV14e four qwwtera of aoc:ial I~<Nr1t7 COftftGO b 
eaeb par. 

t.fr. bl:mdaon ba:Ueved that he had tiled t.tmt:b' tax retuma tor tbo ,..ara 
tn patton. Ho ate.t.s that h18 accountant bad ~ a tJ.melJ tax 
ntu:rn tm- ach ot 1;beM para an4 on each OCCfl4~ IW4 '>et# p., ,,_ 
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Page 3 ... Honorable Peter W. Rodino, J'l'. 

We are advised b;y the Oftiee ot Management and Budget that there ia no 
objection to the presentation ot this report :f'rCin the standpoint ot the 
Adm1n1atrat1on• a program. 

JS/ Caspar W. W&inberger 
~ 

Secretar;y 

.. 



OA J'ebl"UUU' 25, 1911, Mr. Sel.M.r ~ t1.le4 an .,Uoo•ton f<:>:r 
41u.b1Ut7 lu'U.l'UCO 'beaetlta indica~ tbat bo ha4 beea diaab1et aS..O 
ltoved»er 1' • 1968, t.1ue to a bean condition 8n4 eftUl't~t.s. H1a clala 
tf8 bene:ti~t we.a denle4 1n1tial.ll' en4 upon recoaaideratlcm 'becauN be 
414 raot _., tb• insu.red.-at.atul (liOI'k) ~- w be elJ.61blA t• 411-
a'bS.Utr ~ benefits. Mlr • .ADSD<JaoQ 414 DOt rue a ..... It t• • 
beart.la 1D bil •••• . 
tinder the ~octAl hcm.rS.tJ' .Act oat ot the 1'4'1'd.Nilell'M to 'be t.MuN4 
tar c11selt1Uty beD:ttlta 11 tbat the 41el])le4 WOX'b:r auot haw hl4 
n.batt.rdl&l ftocmt wrk OO'Vtt•d 'UI.ie,. social eocurlt., 'ktCll'G be becue 
418&'ble4. . ru• ~at provl4ea GOltiO •••~• tbatl thtt J'I'OtH\loll 
atto:rde4 b? thAt 4lu.b.l11t;r p:ovlalcm. will be nlate4 to tM loea ot 
COW!nd ~~ OCtCMioM4 by cthald.litJ. To meet ttd.s Rfl\d.nt..n 
Ml·. ~ wclt14 •• at l.e&l1; 10 ~n (5 yean) ot eooial atcuri.ty 
COWJl'tP c1u.ri.qJ tho »erio4 ot 40 cale~ ql11ll'teru (10 JQ·n) n4taQ: 
vlth tt. -~ b vhiob. be 'be~ 4tl.lfible4 (December. 1968 .OtOMlr&B 
to Nrt .iDm.diiCJl). ror Mlt•tnJl.c;rH.'PfOJle a ~I" qf COVf.ll"'.i&:O £• 
&D1 eale'Cdal' ~· 1:. wbich .. penon bile been cn4ito4 nth $100 Cl" 
~ $.Q aelt~~l'lt Uu!~ (prov1Clins that he bad at leaat $l•OO 1Q 
aet. e&t'Di~J~~ traa ael:f'~l~nt tor the JON') • 8cc1al !lecus-lt7 
~ot~ion n~ ebotf tbe.t. *'• .Amw:uhcm hae o~ 12 ~r• ot 
CO'ftft!P 1A t!w Ptl't1nnt t.Q .. 9.\8J'te~t pedoc&. 

Al:'~ bia aoclal MO\UitJ'. eN'ftlaa• nco:r4 ab.owe4 • .. u....,~ 
~ to~ the ~ 19()11. ~11 1968, Mr. ~= .Utte4 ttw.t b• 
ba4 aet eU"nltlla trca aelt•lll'IJ1Q11l!Jtnt ot e.t. :t••t $4oo tw tboso JWal'l. 
cretU.t tol' tbil om=p~n• voul4 siva bill •=uab qtw"t•:rt~ ot ~,. 
to be inJivect tor c.U..:bUJ.tq benetitt baa.4 c;r.u tho 4att he •Uep4 a. 
beellllle 41•ble<l, b evience au.'blfllt,te4 bJ' Mr. Amund.aoa 1rldt.•w• tht.\ 
b1a t.neome tu: :re-u.nll fo:tt the ,._ra 19(54 tbroviJh 196$ Wl"tt frQU'OII 
tu.17 b;y Mr. llobol"t She~ ot Al.bo:rt lAtA, ~Iota. Ttl~ eri.._, 
s.nucate• Hi'. Amundson pa14 Ur. Sbel'IQQ. eaah ~ tho lncomrt eM. 
ielt~ tu due and a fee tQ"'' *'· s~·· ltil"fl~•· raw.v··· 
Hr. BbeJ.'IIt.U appal'tl'n\lJ' kept the..,.,. an4 414 not ~ tb.e te.¥ 
~"~&twas to the XnterN.llle~m» SOnic.. Mr. ~·• atto..., 
reported tbat Mr. She!'m~in hal bait:n lndiate4 on 31 cO\Clte o£ !accnta tu: 
01'U1<m, and om~ ot the ~ounta :l.nvo1u4 h1a t-.111.\M to pq Mr. ~·• 
tax. We do 120t lalow the onteome ot tbe 1n4ictullt. lfr. ~=·• 
•tt<tJ!IDI!J' f1lttl· ~ tax retu:n'lS tar the rears 1rwo1ve4 on o:r about. 
Deet.12ber 18, 1971, U4 pal4 the !.11o¢~m~~ and ••.lt-empl.o,ymem; t~• dula. 

SNttcm 211.J(o)(lt) of' tt. Social Seourttr Aat l)rov14d in pan ~r.t pior 
to tht apirattoa ct tbfi time Ua\t.at1ou. of~· reu•, 3 lt/Ontma. aJLd 

,• 



u 4trt tolJ.nS.rw ar ,..., u. S.ONtlart, t.t t.t .t.• ~~~ to hl.t 
t.tMati.Qn1 ._ ~ct c:r ~ au eno,_.. Q\rr ot ••lt..,.lQPII• 
in«'lllll OSl u tndlvt41al.•t fttC)J"cl 01' .. 11\Y' 1M11144t- etl\17 w!d.Cll .. 
bNa Cllldtt•d· Atkl' tbe ~•to• ot \lut tUJ6 ll.ad.'-tia, ~be ... _. 
ot .. elltl'f ot eelt.,..lopat iDe. .., oa -.. bldirtC&l '• .....a •M.U 
be conol.usf.Ye PJOf that Mlt~ fJaeGIIt wae 110\ derive4 .tal" 
that ,..-r laDles• 1~ oaa be ...... uue.« tts• • • ~ ~ua .. -. 
taeo. wat tUecl kton t.a. ~,,.,. ot tbe ttaa lJialtatl-. 
~loa ~(c)(5) of the Aft ~~ u ,.n tiM Ukr thll ~ 
ot t11a ts. lbdtation tollow!J:Js • rev irl*icb hlt~A~ 
f.~ wu allep4 to 1'£aft 'beett 4ei'1Ve4 l:Jr u lft41rt._l, the a.~ 
-.v taclud.e an ......,.. of ..,lt....,~ t~ 1D llU nooHt, t.t •• 
appUoo.tioa w ~ Mnofita la t11e4 vS.tbta -ua. U. 1JJdtat101l 
to~tucb,.... . 

\'hll tiM UcltattOil NIN1.te4 tJ:oa t'M OMCl fol' Ol'fleJ'l.lDeU u4 . ftraU.t:f 
1D tbe adld.nlt$tre.t1oa ot the soolal MCuritr ~ b prcv:laicn st.,.• tn41'¥14Uab ~ttt tta to tUe ~ Of tblu .. u ... -,1~ 
euld.np but ~t tbe ~ U1!ll Ulaitl tbe 'POI•1b1Utt.e• tal' a=.a1PlJ.).aiicll 
ot t.be toes.l &e0\1ol'itJ' »1."011"8A b¥ PIOP1a wbo Jlll.a,lJt ~- 4elay tiUuc 
tbelr la1t.._lc;p8at * "'wu U4 ~ eod.al •cnarltv ..._. ~U 
a latel' ttm whoa tt ~that ooci&d.•evltiY ecmareae 111C\'44 btl 
to tbo1r fiDuCial ~-

UJ24el' tbe atatut. •t Urd.ta.ticu JI'O'blcm. ot the ~,_ 8lr'naUI eodl, 
~r, wen • aelt ... ~4 ,.,,.,_ c!Qea "" tile an t ... '- :Mtura 
to. a p..- ,..ar tbe ~ Ravem~~ SGri.M cu aa••• t.be ..U ...... l~ 
tu ou the ~~ to'l t~ rear " etV' tS. ta the M\118. Aa • 1'tlft4\ 
ot tlle d!ttwtau•• Mtweea the •t.t.tvtl ot ltJzd.\at.lON& :t• tile ·XJ3tnal .. 
lteYO'.IN& ~and. tblt f.kle.lal. S.oui.t7 Act 1D ac.:mao c1t.-t1ou u b4i'f$U1 
ea be recutre4 'bt the l».tom41 now_. Sew!• to ,_. 10oU1 *"nrfltr 
taoa evert~ th6 eelt~ ~ • which the tuaa _. 
be.aG4 ~ be ue~U.-te4 ~ eocl*l ~-. 

#!.nee ...-. ~aoa fl.1•4. to... ,._fit• SA fel>l"UNY 1911 tba t.S. 
lbd.te.tloa bad uot u;pU.cl tu thft :Ytart 1.9(1( t.nt 1968 U4 bl• Hlt~a 
1Mallt tor thoae 7d.l'8 bU Mtn en41tcd to bla 11odel Ptvl• •~t'lSlf · 
rocont. lfoweftl"t td.lace the,._ UdtatJ.on be4 u;J.re4 t.- tlre J"etr• 19641 
l.!]6~l an4 1966t ~· has lelt-oDI)~ t_.. ihoM J'eaN ._. DR "­
ONUtod u:n4er COQiJl teeut.i;f'. 

lhu, ""'· AJlluM.IOQ bal cro4t.t rar 11 ~ ot c~,.._ ill ta ~-­»Gri.otl encU.rss wltb t'mt quu'tel' M tJJ..;•• ba 'bee ... 4laa'ble4, U4 lie b 
., lDaUrecllol" 100iAl MGU.l'ltr • .-:t.uv-.nu. · 

IPB-3:ltt · 
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THE WHITE HO"l.JSE 

ACTION ME~10RANDU1v1 WAS HINGTON. · LOG NO.: 836 

Date: December 26, 1974 

FOR ACTION: Pam Needham 
·Max Friedersdorf 
Phil Areeda~ 

FROM THE STAFF SECRETARY 

DUE: Date: Monday, December 26 

SUBJECT: 

Time: 9 00 : a.m. 

cc (for information): Warren Hendriks 
Jerry Jones 

Time: 3:00 p.m. 

Enrolled Bill H.R. 3538 - For the relief of Selmer Amundson 

ACTION REQUESTED: 

-- For Necessary Action -x- For Your Recommendations 

__ Prepare Agenda a.nd Brief . 

_.x.__ For Your Comments --Draft Remarks 

REMARKS: 

Please return to Judy Johnston, Ground Floor West Wing 

.• 

. 
1 

PLEASE ATTACH THIS COPY TO MATERIAL StJBMITTED. 

If you have any questions or if you anticipate a 
dela7 in submitting lh~ req-:.1ired materla.l, plec.tSe 
t2lephone -~he Si:a££ Secida.ry immcdiatd}·-

---



EXECUTIVE OFFICE OF THE PRESIDENT 

· OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

DEC 2 4 1974 

.ME.NORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill H.R. 3538 - For the relief of 
Selmer Amundson 

Sponsor - Rep. Nelsen (R) Minnesota 

Last Day for Action 

December 31, 1974 - Tuesday 

Purpose 

Waives the applicable statute of limitation prov~s1on of 
the Social Security Act in order to authorize the crediting 
for · social security disability purposes of Selmer AmundsOn's 
self-employment income for 1964 through 1966; amends the 
Act to permit social security coverage of policemen and 
firemen in Montana. · · · 

Agency Recommendations 

Office of Management and Budget 

Department of Health, Education, 
and Welfare 

Discussion 

Approval 

Approval · 

H.R. 3538 would enable Selmer Amundson to qualify for 
disability insurance benefits by permitting the crediting 
of self-employment income for 1964-1966 to his social 
security earnings record after the time allowable under 
present law. The bill also contains a ride~ which would 
add Nontana to the list of States which may include policemen 
and firemen in their voluntary agreements with HEW for 
coverage of State and local employees under the social 
security system. 



93n CoNGRESS } HOUSE OF REPRESENTATIVES { REPORT 
BdSession No. 93-1317 

SELMER AMUNDSON 

AuGUST 22, 1974.-Committed to the Committee of the Whole House and 
ordered to be printed 

Mr. BuTLER, from the Committee on the Judiciary, 
submitted the following 

REPORT 
[To accompany H.R. 3538] 

The Committee on the Judiciary to whom was referred the bill 
(H.R. 3538) for the relief of Selmer Amundson, having considered 
the same, report favorably thereon without amendment and recom­
mend that the bill do pass. 

PURFOSE 

The purpose of the proposed legislation is to waive applicable limi­
tations to permit the credit of self-employment income for 1964 
through 1966 to Selmer Amundson for qualification for disability in­
surance benefits under section 223 of the Social Security Act (and to 
the establishment of a period of disability under section 216(i) of 
such Act). 

STATEMENT 

The Department of Health, Education and ·welfare in its report to 
the committee on the bill has stated that it has no objection to the bill. 

H.R. 3538 would exempt Mr. Amundson from the effect of the 
statute of limitations .provision. with respect to the crediting of his 
self-employment income for 1964 through 1966. (His self-employment 
income for 196'7 and 1968 is already credited to his social security 
earnings record.) Under this provision of the Act self-employment 
income reported by a person for a year may not be credited for social 
security purposes unless a tax return is filed with the Internal Revenue 
Service before the expiration of 3 years, 3 months and 15 days follow- · 
ing the end of that year. · 

Mr. Amundson filed !tn application for social security ~lisability in­
surance benefits in February 1971, stating that he had been disabled 
since Nove:rnber 1~68. To be insured for disability benefits it is neces· 
sary to have at least 20 quarters of social security coverage in the pe-
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riod of 40 calendar quarters ending with the quarter in which he be­
came disabled. Mr. Amundson was advised that his 130cial security 
eat·nings record showed no earnings credits for the years 1964 through 
1968. He stated that he had net earnings from self-employment in 
those vears in amounts sufficient to provide four quarters of social 
security coverage in ea,cb year. 

Mr. Amundson believed that he had filed timely tax returns for the 
years in question. He stated that his accountant had prepared a timely 
tax return for each of these years and on each occasion had been given 
cash by }:lr. Amundson to pay aU 0£ the tl.l,Jt~ i}ue. Mr. A!D~n,dson has 
receipts given to him by the aeepuntant o~ ~nch occasion. However, the 
Internal Revenue Service has no record of receiving the tax returns 
prepared by the accountant. In 1971, the following exposure of the 
situation, the accountant attempted to make belated payment of the 
taxes for lfr. Amundson's account. The committee has b¢en advised 
that the accountant halS bt>en indicted on tax-related charges and that 
one of the charges arises from his failure to file Mr. Amundson's tax 
returns and pay the taxes. . 

On the basis of tax returns filed in December 1971 for the years 1964 
through 196R by ~h. Amundson's attorney, Mr. Amundson received 
social security parnings c·redit for· 1008. Since Mr. Amundson's appli­
.cation for social security benefits was filed in February 1971 before 
the statute of Hmitatillns had expi1·ed fur· 1967, under itnot,hei provi­
sion in social securitv iaw he also received earnings .credit for 1967:. As 
the statute of limitations had expired for the years prior to 1967, no 
social security credit could be given for the years 1964, 1965, and 1966. 
As a result Mr. Amundson does not meet the insured-status require­
ments provided in the law for eligibility for social s.ecurity disability 
benefits. 

The committee feels that the report of the Department ·of Health 
Education and Welfare summ1trizes the factors which justify legisla­
tive relief in this instance. In indicating it had not objection to the bill 
the department stated : 

"It seems to us that the situation of Mr. Amundson is a particularly 
unfortunate one. Mr. Amundson was correct and conventional in his 
handling of his tax . returns and tax: payments for the years i1.964 
through 1998, and except for the abuse of trust by his accountant 
would have had social security credit for all of these years. An ex­
tremely unusual :feature of the present case is the :fact that the prep­
aration of Mr. Amtlndson's tax. returns and ~is paym~ntto tlie ac­
c<mntant of taxes due occurred lll .elWh of .5 drffeient.i{~al'$. The fact 
t.hat the accountant continued as an apparently reputa4le member of 
his profession and community during all of this perioQ. Jmd beyond 
would certainly tend to confirm to a person in :Mr . .Amundson's situ­
ation that his tax returns were being propertly filed. 

"Although we ordinarily oppose enactment of private relief bills 
giving special treatment to individuals under the social se.curity pro­
gram, we belie\Te that Mr. Amundson's situation is so unUBilal and so 
deserving of remedy that we .do not oppose enactment of H.R, 3.538." 

The committee recommends that the bill be considered favorably. 

H.R. 1?.1'!' 

3 

DEPARTMENT OF HEALTH, EDUCATON, AND WELFARE, 
· · · TV aahington, D.O., June 19,197 4. 

Hon. PETER W. RoDINo, Jr., 
0 hairm.an, 0 ommittee on the J udieiary, 
House of Representatives, Washington, D.O. 

DEAR Mn. CHAIRMAN.: This is in r~sponse to your request for a 
report o~ H.R. ?538, a h1ll "For the rehef of Selmer Amundson." . 

The bill provides that :for purposes of determinino- Mr. Amundson's 
entitlement to disability insurance benefits his inco~e tax returns for 
the years 1964 through 1968, which were filed in1971, would be deemed 
to have been .filed .befo~e the expiratio~ ~f t~e pe~iod of ti~e :for filing 
such returns P!Ovtd~d m a statute of hm1tat10ns m the Social Security 
Act and thath1s net mcome from self-employment in those years would 
be credited 11nder social security. 

H.R. 3538 would exempt· .Mr. Amundson from the effect of the 
statute of limitations provision with respect to the creditino- of his 
~elf-employment income for 1964 through 1966; (His self-employment 
~ncorne for 1967 and 19~8 is al:e!ldy credited to his social security earn­
mgs record.) lJnder this prov1s10n of the Act self-employment income 
reported by a person for a y~ar may ~ot be credited for social security 
purposes/;unles~ a ~ax return IS filed w1th the Internal Revenue Service 
before th~. expuatmn of 3 years, 3 months, and 15 days following the 
end of that year. · 
. Mr. Amundson . filed an application for social security disability 
1~surance benefits m February 1971, stating that lie had been disabled 
smc~ ~ovember 1968. Under the law, to be insured for disability bene­
fits. It 1s ne~essary ·for :M;r. Amund.son to have at least 20 quarters of 
so.cial security co!erag~ m the period of 40 calendar quarters endinoo 
w1th th~ quarter m wh1ch he became disabled. When Mr. Amundso~ 
was ~dvtsed that his social security earnings record showed no earnings 
~red1ts for the years 1964 through 1968 he stated that he had net ear11-
n~gs from self-employment in those years in amounts sufficient to pro­
VIde :four quarters of ~ocial security coverage in each year. 

Mr .. Lt\.mun4son believed that he.had filed timely tax returns for the 
years m questwn. He stated that lus accountant had prepared a timely 
tnx return for each of these years and on each occasion1iad been given 
cas~ by M;r. Amun~son to pay all of the ta;xes due: :Mr. Amundson has 
receipts given to lnm by the accountant on each occasion. However, 
the Internal Revenue Servwe has no record of receiving the tax returns 
J!repared by .t~e accountant. In 1971, followi11g exposure of the situa~ 
hon. t~e nccoll!ltan~ attempted to rna~e belated payment of the taxes 
for Aft. Amundso.rrs ~_tccount. There 1s also information that the ac­
eountant h_as been lll~ICted on tax-related charges and that one of the 
eharges ar1ses from his :failuPe to file :Mr. Amundson's tax returns and 
pay the taxes. 

On the basis of tax returns filed in December 1971 for the years 1964 
thr~:mgh 19~8 by 1.~r; Amu~dson's attorney, Mr. Amundson received 
R?cial secur1~y earm~gs credit for 1968. Since Mr. Amundson's applica­
tion for so~Ia~ se?ur1ty benefi~s was filed in February 1971 befor!' tim 
statute of hm1tations had exp1red for 1967, under nnother provision in 
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social security law he also received earnings credit for 1967. As the 
statute of limitations had expired for the years prior to 1967, no social 
security credit could be given for the yeai·s 1964, 1965, and 1966. As a 
result l\h. Amundson does not meet the insured-status requirements 
provided in the law for eligibility for social security disability benefits. 

A more detailed discussion of the facts in the case and the provisions 
of law that are involved is included in the enclosed memorandum pre­
pared bv the Social Securitv Administration. 
· In view of inequitable and· anomalous situations that can arise under 

th. e present ~tatn~e of limitations ;ve are. s~udying t~e _feasibility of pro­
posmg mocllficahon so as to permit creditmg of additional self-employ­
ment earnings without exposing the social security program to misuse. 

1t seems to us that the situationof Mr. Amundson is a particularly 
mlfm·tunate one. Mr. Amundson was correct and conventional in his 
handling of. his tax returns and tax payments for the years 1964 
through 1968 and except for the abuse of trust by his accountant would 
have had social s~curity credit for. all of these yearr~>. An extremely 
1mnsual feature of the present case IS the fact that the preparation of 
Mr. Amundson's ta~ returns and. ~is payment to the accountant of 
taxes due occurred m each of 5 drfferent years. The fact that the ac­
<:om.Itant continued ~s an apparently reputable member of his pro­
fes:m?n and commumty durmg all of this period and beyond would 
c<;rtamly tend to confirm to a person in Mr. Amundson's situation that 
h1s tax retnrns 'vere being propcrlv filed. · 
.. ..:\lthougl: 'vc ordinarily ?P~~e enactment o£ priyate reli.ef bills 
g1vmg specm.l treatment to md1v1duals under the social security pro­
gram, ;vc beheve that Mr. Amundson's situation is so unusual and so 
dese;ving of ~emedy that we do not oppose enactment of H.R. 3538. 
. 11 e :u:e a~vised by the Office o£ Management and Budget that there 
IS no ob]echon to the presentation of this report from the standpoint 
of the Administration's program. 

Sincet'ely, 

Enclosure. 
CASPAR \V. \VmNBERGER, Seeretm'y. 

l\fEMOUANDUl\I TO ACCOl\IPANY THE REPORT OF THE DEPARTMENT OF 
HEALTH, EDUCATION, AND \VELFARE ON H.R. 3538 

On. Fe~I:nary 25, 1971, Mr. Selmer Amundson filed an application 
f~)l' disab1hty msurance benefits indicating that he had been.disabled 
sm~e November 15, 1968, due to a heart condition and arthritis. His 
claim for . b~nefits was denied initially and upon reconsideration 
be_ca;Hse he d1~ no.t .me~t the insured-status (work) requirement to be 
eligible for disabihty msurance benefits. Mr. Amundson did not file 
~\ rPqnPst for a hearing in his case. 

Under the Social Security Act oneof the requirementsto be insured 
for disability benefits is that the disabled worker must have had sub­
stantial recent work covered under social securitv before he became 
disabled. This requirement provides some assurance that the protec­
tion afforded by the disability provisions will be related to the loss of 
covered earnings occasioned by disability. To meet this requirement 
1\fr. Amundson would need at least 20 quarters (5 years) o£ social 
security coverage during the period of 40 calendar quarters ( 10 years) 

H.R. 1317 

endin~. with the quarter in which he became disabled (December 1968 
~ccordmg. to 1\fr. Amundson). Fo_r self:employed people a quarter of 
co.verage IS any. cal:ndar quarter m whiCh a person has been credited 
With $100 or :n:ore m self-~?mplo;yment income (providing that he had 
at l_east $40q m net .e~rmng-s from self-employment for the year). 
Social Secunty Adm1mstrat10n records show that lHr. Amundson has 
only 12 quart:rs of coveraS'e in t~e pertinent 40-quarter period. . 

Al.t~1oughh1s socml s.ecur1ty earmngs record showed no self-employ­
ment mcome for the Y.ears 1964 through 1968, 1\fr. Amundson alleged 
that he had net e~rmngs f1:om self~employment of at least $400 for 
those years. Credit for tins employment would give him enough 
quarters of coverage to be insured for disability benfits based on the 
date he alle;;;ec~ he became ?is~bled. The evidence submitted by Mr. 
Amundson md1cates that his mcoine tax returns for the years 1964 
through 1'968 were prepared timelv by Mr. Robert Sherman of Albert 
Lea, Minnesota. The evidence indicates Mr. Amundson paid Mr. Sher­
man each year the income and self-employment tax due and a fee for 
1\fr. Sherman~s services. However, :Mr. Sherman apparently kept the 
money and did not forward the tax returns to the Internal Revenue 
Service. Mr. Amundson's attorney reported that 1\fr. Sherman has 
been indiett>d on 31 counts of income tax evnsion. and one of the counts 
involved his failure to pay Mr. Amundson's tai. '\Ve do not know the 
outcome of the indicament. Mr. Amundson's attornev filed income tax 
reh~rns for the yenrs involved on or about December is, 1971, and paid 
the mcome and self-employment taxes due. 

Section 205 (c) ( 4) of the Social Security Act provides in part that 
prior to the expiration of the time limitation of 3 years, 3 months, and 
15 days followmg nny year, the Secretary, if it is brought to his atten­
tion, may correct or delete an erroneous entry of self-employment 
income on an individual's record or he may include an entry which 
has been omitted. After the expiration of the time limitation, the 
absence of an entry of self-employment income on an individual's 
rec?rd shall be conclusive pro?f that self-employment income was not 
derived for that year unless 1t can be established that a tax return 
reporting such income was filed before the expiration of the time limi­
tation. Section 205 (c) ( 5) of the Act provides in part that after the 
expiration of the time limitation following any year in which self­
employment income was alleged to have been derived by an individual, 
the Secretary may include an entry of self-employment income in his 
reeords, if an apvlication for monthly benefits is filed within the time 
limitation followmg such year. 

This time limitation resulted from the need for orderliness and 
finality in the administration of the social security program. The pro­
vision gives individuals adequate time to file reports of their self­
employment earnings but at the same time limits the possibilities for 
mnnip1~lation of t~e soci~l security program by people who might 
otherwise delay fihng their self-employment tax returns and payin()' 
social security taxes until a later time when it appeared that soci~ 
security coverage would be to their financial advantage. 

Under the statute of limitations provision o£ the Internal Revenue 
Code, however, when R self-employed person does not file an income 
tax return for a given year the Internal Revenue Service can assess 
the self-employment tax on the earnings for that year at any time in 
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the future. As a result o£ the differences between the statute of limitu­
tions in the Internal Revenue Code and the Social Security Act in 
some situations an individual can be required by the Internal Revenue 
Service to pay social security taxes even though the self-employment 
income on which the taxes are based cannot be credited under social 
security. 

Since :Mr. Amundson filed for benefits in Februarv 19'71 the time 
limitation had not expired for the years 1967 and 1968 and his self­
employm~nt income for those years has been credited to his social 
security earnings record. However, since the time limitation had ex­
pired for the years 1964, 1965, and 1966, earnings from self-employ­
ment for those years may not be credited under social security. 

ThllS, :Mr. Amundson has credit for 12 quarters of coverage in the 
40-qnarter period ending with the quarter he alleges he became dis­
abled, and he is not insured for social security disability benefits. 

0 
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Calendar No. 1243 
93D CoNGREss 

2d Session } SENATE { 

SELMER AMUNDSON 

DECEMBER 9, 1974.-0rdered to be printed 

Mr. LoNG: from the Committee on Finane(': 
submitted the following 

REPORT 
[To accompany H.R. 3538] 

REPORT 

No. 93-1312 

The Committee on Finance, to which was referred the bill (H.R. 
3538) having considered the same, reports favorably thereon without 
amendment and recommends that the bill do pass. 

PURPOSE 

The purpose of the proposed legislation is to waive applicable limi­
tations to permit the credit of self-employment income for 1964 
through 1966 to Selmer Amundson for qualification for disability in­
surance benefits under section 223 of the Social Security Act (and to 
the establishment of a period of disability under section 216 ( i) of 
such Act). 

STATEMENT 

The Department of Health, Education, and "\Velfare in its report to 
the committee on the bill has stated that it has no objection to the bill. 

H.R. 3538 would exempt Mr. Amundson from the effect of the 
statute of limitations provision with respect to the crediting of his 
self-employment income for 1964 through 1966. (His self-employment 
income for 1967 and 1968 is already credited to his social security 
earnings record.) Under this provision of the Act self-employment 
income reported by a person for a year may not be credited for social 
security purposes unless a tax return is filed with the Internal Revenue 
Service before the expiration of 3 years, 3 months and 15 days follow­
ing the end of that year. 

Mr. Amundson filed an application for social security disability in­
surance benefits in February 1971, stating that he had been disabled 
since November 1968. To be insured for disability benefits it is neces­
sary to haye at least 20 quarters of social security coverage in the pe-
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riod of 40 calendar quarters ending with the quarter in which he be­
came disabled. .Mr. Amundson was advised that his social security 
earnings record sho;ved no earnings credits for the years 1964 through 
1968. He stated that he had net eamings from self-employment ht 
those years in amounts sufficient to provide four quarters of social 
security coverage in each year. 

Mr. Amundson believed that he had filed timely tax returns for the 
years in qurstion. He stated that his accountant had prepared a timely 
tax return for each of these years and on each occasion had been given 
cash by ::\fr. Amundson to pay all of the taxes due. Mr. Amundson has 
receipts given to him by the accountant on each occasion. However, the 
Internal Revenue Service has no record of receiving the tax returns 
pr.epared by the accountant. In 1!)71, following exposure of the situ­
tttlon, the accountant attempted to make belated payment of the taxes 
for ~fr. Amundson's aceount. The committee has been advised that 
the accountant has been indicted on tax-related charges and that one 
of the charges arises from his failure to file Mr. Amundson's tax re­
turns and pay the taxes. 

On the basis of' tax returns filed in December 1971 :for the years 1964 
through 1968 by Mr. Amundson's attormly, Mr. Amundson received 
soeial security earnings credit for Hl68. Since Mr. Amundson's appli­
cation for social security benefits >ms filed in February 1971 before 
the statute of limitations had expired for 1967, under another provi­
sion in social security law he also received earnings credit for 1967. As 
the statute. of limitations had expired for the years prior to 1967, no 
social security credit could be given :for the years 1964, 1965, and 1966. 
..:\s a result Mr. ;\mundson does not meet the insured-status require­
ments prov·ided in the la'" for eligibility for social security disability 
benefits. 

The committee feels that the report of the Department of Health, 
Education, and Welfare summarizes the factors which justify legisla­
tive relief in this instance. In indicating it had no objection to the bill 
the department stnted: 

"It seems to us that the situation of Mr. Amundson is a particularly 
unfortunate one. Mr. Amundson was correct and conventional in his 
handling of his tax returns and tax payments for the years 1964 
through 19()8, and except for the abuse of trust by his accountant 
would have hau social security credit for all of these years. An ex­
tremely unusual feature of the present case is the fact that the prep­
aration of Mr. Amundson's tax returns and his payment to the ac­
countant of taxes due occurred in each of 5 different years. The fact 
that the accountant continued as an apparently reputable member of 
his profession and community during all of this period and beyond 
would certainly tend to confirm to a person in .Mr. Amundson's situ­
ation that his tax returns were being properly filed. 

·'Although we ordinarily oppose enactment of private relief bills 
giving special treatment to individuals under the social security pro­
gram, \\·e believe that 2\fr. Amundson's situation is so unusual and so 
deserving of remedy that we do not oppose enactment of H.R. 3538." 

The committee recommends that the bill be considered :favorably. 
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DEPARTl\IENT OF HEALTH, EDUCATION, AND WELFARE, 
Washington, D.O., Decembm· 4,197 4. 

Hon. RussELL B. LoNG, 
Chairman, Committee on Finance, 
U.S. Senate, Washington, D.JJ. 

DEAR Mn. CHAIRMAN: This is in response to your request for a report 
on H.R. 3538, a bill "For the relief of Selmer .A;rnundson." , 

The bill provides that for purposes of clete::m.mmg Mr. Amundson s 
entitlement to disability insurance benefits his mcome tax returns for 
the years 1964 through 1968, which were filed in 1971, wol!ld be deen.J.ed 
to have been filed before the expiration of the period of tn~e f!?r fih.ng 
such returns provided in a statute of limitations in. the Socml becur1ty 
Act and that his net income from self-employment m those years would 
be credited under social security. 

H.R. 3538 would exempt Mr. Amundson from the e.ff~ct of the.statute 
of limitations provision with respect to the m·e~1tmg of hts self­
employment income for 1964 through. 1966. (His .self-em~loyment 
income for 1967 and1968 is already credtted to ln~ soeml secnnty earn­
ings record.) Under this provision of the Act self-employn~ent mco:~:ne 
reported by a person for a Yt:ar may ~ot he credited for soCial sec~l~~ty 
purposes unless a tax return 1s filed with the Internal Revenue ~et v1ce 
before the expiration of B years, 3 months, and 15 days followmg the 
end of that year. . . . . . .·· . . 

Mr. Amundson filed an application for socml seeunty ch~alnhty 
insurance benefits in February 1971, statin~ that he had.bee~l.dtsabled 
since November 1968. Under the law, to be msured for d1sab1hty bene­
fits it is necessary for Mr. Amundson to haYe at least 20 quarters. of 
social security coverage in the period of 40 calendar quarters endmg 
with the quarter i;n wh~ch he ~came d_isabled. When Mr. Amun~son 
was advised that h1s socml secunty earnmgs record showed no earmngs 
credits for the years 1964 through 1968 he stated that )1e h~d net earn­
ings from self-employme:1t in tho~e years in a1!10nnts suffiCient to pro­
vide four quarters of. social securtty coverag~ m each year. 

Mr. Amundson believed that he had filed timely tax returns f~r the 
years in question. He stated that his accountant had prepared a timely 
tax return for each of these years and on each occasion had been given 
cash by Mr. Amundson to pay all of the taxes due. Mr. _.:~nndson has 
receipts given to him by !he accountant on each. o.ccasiOn. However, 
the Internal Revenue Service has no record of recmvmg the tax returns 
prepared by the accountant. In 1971, following exposure of the situa­
tion, the accountan~ attempted to ma~e be1a~ed. paym_ent of the taxes 
for Mr. Amundson'S account. There 1s also mformahon that the ac­
countant has been indicted on tax-related charges and that one of the 
charges arises from his failure to file :Mr. Amundson's tax returns and 
pay the taxes. 

On the basis of tax returns filed in December 1971 for the years ~964 
through 1968 by Mr. Amundson's attorney, Mr. Amundson rece1:ved 
social security earnings credit for 1968. Since Mr. Amundson's applica­
tion for social security benefits was filed in February 1971 befor~ ~he 
statute of limitations had expired for 1967, under another prov1s1on 
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in social se-curity law he also received earnings credit :for 1967. As the 
statute o£ limitations had expired £or the years prior to 1967, no social 
security credit could be given for the years 1964, 1965, and 1966. As a 
result Mr. Amundson does not meet the insured-status requirements 
provided in the law :for eligibility :for social security disability benefits. 

A more detailed discussions of the facts in the case and the provisions 
of law that are involved is included in the enclosed memorandum pre­
pared by the Social Security Administration. 

In view o£ inequitable and anomalous situations that can arise under 
the present statute of limitations we are studying the feasibility of pro­
posing modification so as to permit crediting of additional self-employ­
ment earnings without exposing the social security program to misuse. 

It seems to us that the situation of Mr. Amundson is a particularly 
nnfortunate one. Mr. Amundson was correct and conventional in his 
handling of his tax returns and tax nayments for the years 1964 
through 1968 and except for the abuse of trust by his accountant would 
hflve had social security credit for aH of these years. An extremely 
nnusual feature of the present case is the faet that the preparation of 
1\[r. Amundson's tax returns and his payment to the accountant of 
taxes due occurred in each of 5 different years. The fact that the ac­
c.ountant continued as an apparently renutable member of his pro­
fession and community during aU of this period and beyond would 
t'\rtainly tend to confirm, to a person in Mr. Amundson's situation that 
lm; tax returns were being- properly filed. 

Although we ordinarily oppose enactment of private relief bills 
g-iving special treatment to individuals under the social security pro­
gTam, we believe that Mr. Amundson's situation is so unusual and so 
deserving of remedy that we do not oppose enactment of H.R. 3538. 

'Ve arf' advised by the Offies of Management and Budget that there 
is no objection to the presentation of this report from the standpoint 
nf the Administration's program. 

Sincerely, 

Enclosure. 
CAsPAR W. WEINBERGER, Secretary. 

1\fE:MORc\NDU:M TO A<X'OJ\IPANY THE RF.POHT OF THF. DET'ARTMEXT OF 

HEALTH, EDUCATION, AND WEJ.,FARE ON H.R. 3538 

On February 25, 1971, Mr. Selmer Amundson filed an application 
for disability insurance benefits indicating that he had been disabled 
since November 15, 1968, due to a heart condition and arthritis. His 
claim for benefits was ·denied initially and upon reconsideration 
because he did not meet the insured-status (work) requirement to be 
e1igib1e for disability insurance benefits. Mr. Amundson did not file 
n rertuest for a hearing in his case. 

TTndcr t}w Soeial Secnritv Act one of the reouirement~< to be insured 
for disability benefits is that the disablwl \Vorker must have had sub­
stantial recent. work covered under soeial secnritv before he became 
d_isablNl. This requirement provides some assurance that the protec­
tion afforded. by the disability provisions will be related to the loss of 
t'OV<'rHl earmngs occasioned by disability. To meet this requirement 
:\fr. Amnmlson would need at least 20 quarters (5 years) of social 
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security coverage during the period of 40 calendar quarters (10 years) 
endin~ with the quarter in which he became disabled (December 1968 
according to Mr. Amundson). For self-employed people a quarter of 
coverage is any calendar quarter in whieh a person has been credited 
with $100 or more in self-employment income (providing that he had 
at least $400 in net earnings from self-employment for the year). 
Social Secnritv Administration records show that Mr. Amundson has 
only 12 quarters of coverage in the pertinent 4-0-quarter period. 

Although his social security earnings record shmved no self-employ­
ment. income for the years 196± through 19fi8, Mr. Amundson alleged 
that he had net earnings from self-employment of at least $400 for 
those years. Credit for this employment would give him enough quar­
ters of coverage to be insured for disability benefits based on the date 
he alleged he became disabled. The evidence submitted by Mr. Amund­
son indicates that his income tax returns for the years 1964 through 
1968 were prepared timely by Mr. Robert Sherman of Albert Lea, 
Minnesota. The evidence indicates 1\fr. Amundson paid Mr. Sherman 
each year the income and self-employment tax due and a fee for Mr. 
Sherman's serviees. However, l\Ir. Sherman apparently kept the 
money and did not forward the tax returns to the Internal Revenue 
Servi'ce. Mr. Annmdson's attorney reported that Mr. Sherman has 
been indicted on 31 counts of income tax evasion, and one of the counts 
involved his failure to pay Mr. Amundson's tax. We do not know the 
outcome of the indictment. Mr. Amundson's attorney filed income tax 
returns for the vears involved on or about December 18, 1971, and paid 
the income itnd self-emplovment taxes due. 

Section 205 (c) ( 4) of the Social Security Aet provides in part that 
prior to the expiration of the time limitation of 3 years, 3 months, and 
15 days following any year, the Secretary, if it is brought to his atten­
tion, may correct or delete an erroneous entry of self-employment 
income on an individual's record or he may include an entry which 
has been omitted. After the expiration of the time limitation, the 
absence of an entry of self-employment income on an individual's 
record shall be conclusive proof that self-employment income was not 
derived for that year unless it can be established that a tax return 
reporting such income was filed before the expiration of the time limi­
tation. Section 205 (c) ( 5) of the Act provides in part that after the 
expiration of the time limitation following any year in which self­
employment income was alleged to have been derived by an individual, 
the Secretary may include an entry of self-employment income in his 
records, if an application for monthlv benefits is filed within the time 
limitation following such year. • 

This time limitation resulted from the· need for orderliness and 
finality in the administration of the social security program. The pro­
vision gives individuals adequate time to file reports of their self­
employment earnings but at the same time limits the possibilities for 
manipulation of the social security program by people who might 
otherwise delay filing their self-employment tax returns and paymg 
social security taxes until a later time when it appeared that social 
security coverage would be to their financial advantage. 

Under the statute of limitations provision of the Internal Revenue 
Code, however, when a self-employed person does not file an income 
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tax return for a given year the Internal Revenue Service can assess 
the self-employment tax on the earnings for that year at any time in 
the future. As a result of the differences between the statute of limita­
tions in the Internal Revenue Code and the Social Security Act in 
some situations an individual can be required by the Internal Revenue 
Service to pay social security taxes even though the self-employment 
income on which the taxes are based cannot be credited under social 
security. 

Since Mr. Amundson filed for benefits in February 1971 the time 
limitation had not expired for the years 1967 and 1968 and his self­
employment income for those years has been credited to his social 
security earnings record. However, since the time limitation had ex­
pired for the years 1964, 1965, and 1966, earnings from self-employ­
ment for those years may not be credited under social security. 

Thus, Mr. Amundson has credit for 12 quarters of coverage in the 
40-quarter period ending with the quarter he alleges he became dis­
abled, and he is not insured for social security disability benefits. 

0 
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H. R. 3538 

Rintqtthird Q:ongrtss of tht tlnittd ~tatts of 9mtrica 
AT THE SECOND SESSION 

Begun and held at the City of Washington on Monday, the twenty-first day of January, 
one thousand nine hundred and seventy-four 

5ln 2lrt 
li'or the relief of Selmer Amundson. 

Be it enacted by the Senate and HOWJe of Representatives of the 
United States of A-merica in Oong1'ess assembled, That, for purposes 
of determining the entitlement of Selmer Amundson, of Albert Lea, 
Minnesota, to disability insuranee benefits under section 223 of the 
Social Security Act (and to the establishment of a period of disability 
under section 216(i) of such Act) on the basis of his wages and self­
employment income, the tax returns of the said Selmer Amundson's 
self-employment income for the years 1964 through 1968 (which were 
filed in 19'71 following discovery of the wrongful :failure of his account­
ant to file them when due) shall each be deemed to have been filed 
before the expiration of the applicable time limitation as defined in 
section 205(c) (1) (B) of such Act, and such self-employment income. 
shall accordingly be included in the records of the Secretary of Health, 
Education, and Welfare as provided in section 205(c) (4) (C) of such 
Act. 

SEc. 2. Section 218(p) (1) of the Social Security Act is amended 
by inserting "Montana," immediately after "Maryland,". 

Vice President of the United States and 
President of the Senate. 
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Dear Jlr. D1rec:tar: 

'fbe fol.l.ovag billa were reee1Ted at t.be lldte 
Jlauae 011 Deceaber 19th: 

· i.J.z. -~234 s. 2638.1;. s. 3576J / "• 
s. 1.847 ~ s. 3~1V-x s. 3615 v 
s. 194 /'~- 8. 3397~ LR. 3538_ I / 't 
S. l.283 ,!"'- S. ,..1.8 i B.B. l~J.t/ / i 
s. 1357 t/ ~; s. 31189 a .. B. 15912 ~:t ., 
S. 2125 -,.. 8. 3518 1/~ B.R. l66o9 7 "( 
S. 2!5941/'1. S. 3574 ~ B.B. l.690J. i 

Please let the Preaident ]lave repat"ta ud 
reccmnematious u to tbe ap-on&l of tbeae 
bills as .eoon as JCNJ•ible. 

t.rbe Jlcmarable Bo;y L. Aah 
D1rec:tar 

81Dcerel,y, 

Robert D. LiDder 
Chief Bxecut!Ye Clerk 

Office of Manageaent am lki:S,get 
Wuh1DgtaD, D. e. 




