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To the Congress of the United States:

Pursuant to section 233(e)(1) of the Social Security Act, as
amended by the Social Security Amendments of 1977 (Public Law
95-216, 42 U.S.C. 433(e)(1)), I transmit herewith the Agreement
Between the United States of America and Poland on Social Secu-
rity, which consists of two separate instruments: a principal agree-
ment and an administrative arrangement. The agreement was
signed in Warsaw on April 2, 2008.

The United States-Poland Agreement is similar in objective to
the social security agreements already in force with Australia, Aus-
tria, Belgium, Canada, Chile, Denmark, Finland, France, Germany,
Greece, Ireland, Italy, Japan, Korea, Luxembourg, the Netherlands,
Norway, Portugal, Spain, Sweden, Switzerland, and the United
Kingdom. Such bilateral agreements provide for limited coordina-
tion between the United States and foreign social security systems
to eliminate dual social security coverage and taxation, and to help
prevent the lost benefit protection that can occur when workers di-
vide their careers between two countries. The United States-Poland
Agreement contains all provisions mandated by section 233 and
other provisions that I deem appropriate to carry out the purposes
of section 233, pursuant to section 233(c)(4).

I also transmit for the information of the Congress a report pre-
pared by the Social Security Administration explaining the key
points of the Agreement, along with a paragraph-by-paragraph ex-
planation of the provisions of the principal agreement and the re-
lated administrative arrangement. Attached to this report is the re-
port required by section 233(e)(1) of the Social Security Act, a re-
port on the effect of the Agreement on income and expenditures of
the U.S. Social Security program and the number of individuals af-
fected by the Agreement. The Department of State and the Social
Security Administration have recommended the Agreement and re-
lated documents to me.

I commend to the Congress the United States-Poland Social Se-
curity Agreement and related documents.

GEORGE W. BUSH.
THE WHITE HOUSE, July 16, 2008.
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SOCIAL SECURITY
MEMORANDUM
Date:  November 19, 2007 Refer To: TCC
To: Stephen C. Goss, Chief Actuary
From:  Chris Chaplain, Actuary
Nettie Barrick, Actuary
Subject:  Estimated Effects of a Potential Totalization Agreement with Poland—INFORMATION

This memorandum and the attached tables present estimates of the effects of implementing a
potential totalization agreement with Poland assuming an effective date of April 1, 2009. Table
1 shows the increases in program costs to the Social Security systems of the United States and
Poland that are estimated to occur under the potential agreement for fiscal years 2009 through
2016. In each case, these program costs arise under the respective systems due to: (1) benefit
payments that become payable solely because of the agreement, and (2) tax contributions by
temporary foreign workers that would be eliminated under the agreement.

Table 2 shows estimates of the number of persons who would be receiving "totalized" benefits
from each system, as well as the number of temporary foreign workers in the respective
countries who would become exempt from taxation by the local Social Security system. Under
the agreement, U.S. workers working for a U.S. firm in Poland for a period expected to last 5
years or less would pay Social Security taxes only to the United States. Polish workers working
for a Polish firm in the U.S. for a period expected to last 5 years or less would pay Social
Security taxes only to the Polish system. Thus, taxes paid by these workers to the Social
Security system of the other country would be eliminated under the agreement.

The estimates shown in the tables are based on the intermediate set of assumptions of the 2007
OASDI Trustees Report. The exchange rate used in these estimates was 2.66438 zlotys per U.S.
dollar (1 zloty = $0.375322), the exchange rate as of October 2, 2007. The average exchange
rate over the past 5 years is about 3.41 zlotys per U.S. dollar, with a low of about 2.63 zlotys per
U.S. doliar and a high of about 4.22 zlotys per U.S. dollar.

It should be noted that these estimates are subject to considerable uncertainty. Many of the
estimates are based on limited data for Poland and limited data relating to other countries for
which totalization agreements already exist. For example, to estimate the numbers of totalized
beneficiaries under the U.S. Social Security system that would result from an agreement with
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Poland, we used regression analysis for 16 of the existing agreement countries’ based on
immigration data, emigration data, and numbers of nonimmigrant visas issued by U.S. foreign
service posts in each country to persons traveling to the U.S. roughly 30 years ago. This analysis
yielded an estimate of about 8,680 totalized beneficiaries under the U.S. Social Security system
at the end of the 5™ year of the potential agreement with Poland. For 9 of these existing-
agreement countries, the predicted number of beneficiaries from the regression was higher than
the actual number, by an average of about 36 percent of the predicted value. For 7 of these
existing-agreement countries, the predicted number of beneficiaries from the regression was
lower than the actual number, by an average of about 58 percent. Therefore, the actual number of
OASDI beneficiaries for a Polish agreement would be about 5,570 at the end of the 5 year if it
reflected the average relationship for countries with fewer beneficiaries than suggested by the
regression analysis, and would be about 13,680 if it reflected the average relationship for
countries with more beneficiaries than suggested by the regression.

Additional Discussion of Benefit Estimates

The totalized OASDI beneficiary estimates reflect an estimated number of alien dependents and
survivors residing abroad who do not meet the prior 5-year U.S. residency requirement and
would otherwise not receive Social Security benefits under current policy, but would begin
receiving benefits under a totalization agreement.

Additional Discussion of Effects Related to Poland’s Health Insurance, Sickness/Maternity,
Work Injury, and Unemployment Programs

The principal financial effects of a totalization agreement apply to the Social Security programs
of the countries involved. However, for the potential agreement between Poland and the United
States, each country’s health insurance system would also be affected. For the U.S. system,
reductions in Medicare (HI) contributions would result from an agreement, because of the
removal of double taxation for Polish workers working temporarily for a Polish firm in the U.S.
Currently (prior to a totalization agreement), attainment of Medicare entitlement by these
workers is very unlikely. Medicare (HI) eligibility is restricted to individuals who have either
(1) attained age 65 and are eligible for U.S. Social Security benefits, or (2) been receiving U.S.
Social Security disability benefits (as a disabled worker, disabled widow(er), or disabled aduit
child) for at least 24 months. However, Medicare services are generally provided only in the
U.S. Because it is unlikely that temporary workers from Poland would (a) work enough to
qualify for Medicare and (b) live in the U.S. 1o avail themselves of Medicare services, we
believe that reductions in HI benefits from a totalization agreement between Poland and the
United States would be very minimal.

! We excluded 5 totalizati gt countries from the analysis—Australia and Japan b the have not been
in effect long enough 1o provide meaningful dat, South Korea because work before 1986 in South Korea would not be counted
as coverage in determining eligibility for totalized benefits, 1 bourg b of lack of data, and Canada becsuse it is a
border couniry with emi and immi that would likely vary widely from those of Poland.

-2 P
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For the Polish system, under a totalization agreement, U.S. temporary workers in Poland (and
their U.S. based employers) would no longer pay into Poland’s national health insurance system.
The reduction in contributions is estimated to increase from about $0.8 million in 2009 to about
$2.1 million in 2016. These estimates assume a continuation of the current contribution rate of
©.00% to the Polish national health insurance system through this period. By ¢liminating
contributions to the Polish national health insurance system for these temporary U.S. workers in
Poland, a totalization agreement would result in these workers no longer being eligible for
services under that system. These foregone health insurance services represent a gain to the
Polish system.

The value of foregone national health insurance services for U.S. temporary workers in Poland
is extremely difficult to estimate. It is very likely that U.S. temporary workers in Poland would
be relatively healthy and would not need much in the way of health services. A totalization
agreement would likely have a small effect on the amount of services provided by Poland’s
health insurance system. We very roughly estimate, due to the expected relative healthiness and
relatively young average age of the U.S. temporary worker population and their propensity to use
health providers outside the Polish system, that the value of benefits currently provided to U.S.
workers by the Polish national health insurance system is about one-tenth of the amount of their
contributions to that system. Table 1 shows the resulting estimates of net costs to the Polish
health insurance system, which range from $0.7 million in 2009 to $1.9 million in 2016—about
the same as the estimated net cost to the U.S. Medicare system for those years,

Similarly, the value of foregone benefits obtained under Poland’s sickness/maternity and work
injury programs would represent a gain to the Polish system. Our estimates assume no such
benefit foregone under these systems. We believe that most U.S. employers would still continue
to pay eamnings to people incapacitated due to sickness or injury for such relatively short periods
of time, such that no Polish sickness benefits would be paid to such workers. Under the Polish
“maternity” program, cash benefits are paid for a period of 16 to 26 weeks if there is a loss of
earnings during these periods. For the maternity program, we believe that this would apply very
rarely for U.S. temporary workers in Poland, in part because many employers would likely pay
earnings during the periods of cash benefits under the Polish system.

We assume that the value of foregone unemployment benefits under Poland’s system is zero.
Under the Polish unemployment program, benefits are paid for a period of 6 to 18 months if the
person is registered with the employment bureau, is able and ready to work, is involuntarily
unemployed and was employed for at least 365 days in the 18 month period before
unemployment. However, since we are dealing with temporary U.S. workers in Poland affected
by a potential totalization agreement, it would be unlikely the workers would be removed from
their jobs, and even if they were, the workers would most likely move back to the United States
and not look for other work in Poland.

Long-Range Financial Effects

In estimating the long-range financial effects on the OASDI program of a totalization agreement
between the U.S. and Poland, we considered both totalized benefit payments under the OASD!
program and reduction in OASDI tax contributions. Reductions in U.S. Social Security
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contributions would arise predominantly from Polish temporary workers in the U.S. working for
a firm based in Poland for a period of 5 years or less, who would no longer pay U.S. Social
Security taxes under a totalization agreement.

Totalized OASDI beneficiaries would consist of three primary groups. The first group is Polish
non-immigrants who work in the U.S. for a period of less than 10 years. These workers would be
covered by the U.S. Social Security system (unless they are workers for a Polish firm sent to
work in the U.S. for 5 years or less after a fotalization agreement becomes effective), and may be
eligible for U.S. totalized benefits when their work in Poland is also considered. Second, legal
immigrants (of a more permanent nature) from Poland to the U.S. form another group of
potential U.S. totalized beneficiaries. A portion of these immigrants, especially those who
immigrate later in their working careers and work in the U.S. for less than 10 years, may become
eligible for U.S. totalized benefits. Emigrants from the U.S. to Poland (Polish-born or U.S. bomn)
form the third group of individuals who could be eligible for totalized benefits, especially those
who emigrate relatively early in their working careers and work in the U.S. for less than 10
years.

The combined effects of these groups of individuals on the OASDI program under the potential
totalization agreement between the U.S. and Poland would decrease the long-range (75-year)
actuarial balance of the OASDI program by an amount that is estimated to be negligible (that is,
by less than 0.005 percent of taxable payroll).

Table 3 displays the components of the estimated net cost to the OASDI Trust Funds for years
2007 through 2081 on a "constant dollar" basis, i.e., indexing the amounts back to the year 2007
by projected changes in the CPL. In addition, the table displays total estimated OASDI net costs
on an annual and cumulative present value basis, i.e., indexing the amounts back to January 1,
2007 by projected interest rates earned by the OASDI Trust Funds on special-issue U.S.
Government bonds.

As shown in Table 3, the total present value of the net additional cost to the OASDI system for
the 75-year period (2007 through 2081) is projected at about $1.4 billion. This represents an

increase of much less than the roughly $13 billion (total net cost in present-value terms over the
75 years) needed for the impact on the long-range OASDI actuarial balance to be non-negligible.

o

Chris Chaplain

MNitts [ Bawick

Nettie Barrick

Aftachments: 3
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Table 1.--Estimated additional program costs for the U.S. and Polish Social Security (and other) systems under a
potential totalization agreement between the two countries, fiscal years 2009-2016
{In millions)

Fiscal year
2009 2010 2011 2012 2013 2014 2015 2016

Financial effects for the U.S. Social Security system:

Increase in OASDI benefit payments ...cvvrnvreerssmsrsecrresnsers $2 37 811 $i5 820 $24 827 830
Reduction in OASDI tax contribution: 3 [ [ [ 6 1 1 1
Net additional OASDI cost. 5 12 17 22 26 31 34 38
Net cost to the Medi system H 1 2 2 2 2 2 2
Additional net costs to the Social Security system of
Poland:
I in benefit paym 1 12 27 46 65 81 95 108
Reduction in RSDI tax contributions 1/ 2 4 4 3 3 3 3 [
Total 3 16 32 51 70 86 101 13
Net cost to Polish national health insurance system 2/.......... 1 i 2 2 2 2 2 2
Net cost for other Polish payroll tax contributions 3/............ 1 1 1 1 ! 1 1 1

1/ This estimate excludes the effect of removal of individual account contributions of 7.3% of wages, because ownership of the
account ultimately rests with the individual and not with the Social Security system of Poland

2/ Includes health insurance payroll tax contributions that would be foregone under a totali with Poland.

¥/ Includes sickness and maternity, unemployment, and work injury payroll tax contributions that would be foregone under a
totalization agreement with Poland.

Notes:
1. Esti assume an agr effective date of April 1, 2009,
2. The estimates are based on the intermediate assumptions of the 2007 Trustees Report.
3. Totals may not equal the sums of the componems due to rounding,
4. Estimates are in U.S. doilars. We d an app h rate of 2.66438 Polish zlotys per U.S. dollar.

Social Security Administration
Office of the Chief Actuary
November 19, 2007



Table 2.—Estimated number of persons who would be affected by a potential

52

1

United States and Poland, fiscal years 2009-2016
{In thousands)

Fiscal year

Number of persons receiving a totatized OASDI benefit
based in part on employment in Poland under the potential
agreement (in current-pay status af mid-year) .o

Number of persons receiving a totalized Polish benefit
based in part on employment in the United States under
the potential agreement (in current-pay status at mid-year) .

Number of persons receiving both a totalized OASDI
benefit and a totatized benefit from Poland (in current-pay
status at mid-year)

Number of residents of Poland, or Polish citizens living
outside the U.S., who would now be able to receive
OASDI dependent or survivor benefits b the S5-year
residency requirement would no longer apply (in curreni-
pay status at mid-year)

Number of U.S. employees in Poland who, along with their
employers, would no longer make tax contributions during
the year to the Social Security system of Poland.........cceo..n.

Number of Polish employees in the U.S who, along with
their employers, would no longer make tax contributions

2009 2010 2011 2012

15

¥ 42

33

94

53

153

11

12

2013

2014

86

247

17

1.2

1/ Fewer than 50.

Notes:
1. Esti assume an ag

effective date of April 1, 2009.
2. The estimates are based on the intermediate assumptions of the 2007 Trustees Report.

Social Security Administration

Office of the Chief Actuary

November 19, 2007



Table 3-Projectsd Net DASDI Cost of Impi g Proposed T ion Ag t By U.S. and Poiand
Additonsi  Changein  Addiional Addiional  Cumulative
OASDH QASDI QASDt OASDI Additional
Net Benefiis Payroll Taxes Net Cost Net Cost OASDI
Year ForYesr1/ ForYemr  For Year 2/ ForYear2/ NetCost2/
&%Iliona of Constant 20078) (Bittions of $, Present Value as of 1-1-07)

2007 Q. 0.000 0.000 0.000 0.00
2008 0.000 0.000 0.000 0.000 0.00
2008 0.003 -0.003 0.006 0.008 0.01
2010 0.007 -0.005 0.012 0.011 0.02
20114 0.011 -0.005 0.018 0.014 0.03
2012 o014 -0.005 0.020 0017 0.06
2013 0.018 -0.008 0.023 0018 007
2014 0.021 -0.006 0.028 0.021 0.08
2015 0.023 -0.008 0.028 0.022 0.1
2018 0.024 -0.008 0.030 0.023 0.13
2017 0028 -0.006 0.032 0023 0.18
2018 0.027 -0.008 0.033 0.023 0.18
2016 0.028 -0.008 0.034 0.024 0.20
2020 0.028 -0.008 0.035 0.024 023
2021 0,030 -0.008 0.038 0.024 0.25
2022 0.031 -0.006 0.037 0024 027
2023 0.032 -0.007 0.038 0.024 0.30
2024 0.033 -0.007 0.040 0024 0.32
2025 0.034 -0.007 0.041 0024 035
2026 0.035 -0.0G7 0.042 0.024 0.37
2027 0.0368 -0.007 0.043 0024 038
2028 0.037 -0.007 0.044 0.024 042
2028 0.038 0.007 0.045 0.024 044
2030 0.038 £.007 0.048 0.024 047
2031 0.040 -0.007 0.048 0.024 0.4
2032 D.041 -0.007 0.049 0.023 0.51
2033 0.042 -0.007 0.080 0.023 0.54
2034 0.043 -0.008 0.05¢ 0.023 0.56
2035 0.044 -0.008 0.051 0.023 0.58
2038 D044 0.008 0.052 0.022 080
2037 0.045 -0.008 0.053 0.022 083
2038 0.046 -0.008 0.054 0.022 0.85
20389 0.047 -0.008 0.055 0.022 0.87
2040 o047 -0.008 0.056 0.021 0.88
2041 0.048 -0.008 0.056 0.021 on
2042 0.048 -0.008 0.057 0.021 0.73
043 0.040 -0.008 0.058 0.020 075
2044 0.050 -0.008 0.059 0.020 077
2045 0.051 -0.008 0.080 0.020 078
2048 0.051 -0.008 0.060 0.019 0.8t
2047 0.052 -0 008 0.081 0018 0.83
2048 0.053 -0.009 0.082 0.019 0.85
2048 0.054 -0.008 0.063 0.018 0.87
D.054 -0.010 0.064 0.018 0.88
2051 0.056 -0.010 0.085 0.018 0.8
2052 D.056 0.010 0.066 0.018 0.92
2053 0.057 0010 0.087 0.018 0.94
2054 0.058 L2010 0.0688 0.017 0.08
2056 0.058 0010 0.069 0.017 0.08
2056 0.080 L0010 0.070 0.017 £.00
2057 0.081 0010 0071 0017 .0
2058 Q.082 -0.011 0073 0.017 .08
2058 0.083 0014 8074 0.018 1.04
2060 0.084 G011 0.075 0.018 1.08
2081 0.065 0.011 0.076 0.016 1.08
2062 0.086 -0.011 0077 0.016 1.08
2083 0.087 -0.011 0.079 0.018 in
2084 0.068 L0012 0.060 0018 1.12
2085 0.089 0.012 0.081 0.015 1.44
2008 0070 £0.012 0.082 0.018 1.18
2067 0.072 0.012 0084 0.015 117
2088 Q.073 0.012 0.085 0.015 1.18
2066 0.074 -0.012 0.086 G014 1.20
2070 0.075 D012 0.088 0.014 121
2071 0.078 0.013 0.089 0014 1.22
2072 0.078 -0.013 0.090 0014 1.24
2073 4.078 0013 0.082 0014 125
2074 0.080 0013 0.083 0.013 1.27
2075 0.081 -0.013 0.005 06.013 1.28
2076 0.083 0014 0.006 0.013 129
2077 0.084 -0.014 0.088 0013 1.30
2078 0.085 -0.014 0.080 0013 1.32
2078 o087 0.014 0.101 0.013 133
0.088 0.014 0.102 0012 1.34

2081 0.088 0.014 0.104 0012 1.35
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MAIN PROVISIONS
OF THE UNITED STATES-POLISH SOCIAL SECURITY AGREEMENT

Introduction

Section 233(c)(1) of the Social Security Act requires that international agreements concluded
pursuant to that section provide for the elimination of dual coverage of the same work under the
social security systems of the United States (U.S.) and the other country which is a party to the
agreement, and for combining credits earned by a worker under the two systems for benefit
eligibility purposes. In addition, the law stipulates that when eligibility for U.S. Social Security
benefits is established on the basis of combined credits, the amount of the U.S, benefit payable
must be based on the proportion of the worker's periods of coverage completed under Title I of
the Social Security Act. The U.S.-Polish agreement includes these required provisions.

Elimination of Dual Coverage

The agreement establishes rules to eliminate dual coverage and taxation, the situation that now
exists when a person from one country works in the other country and, together with the person's
employer, is required to pay social security taxes to both countries for the same work.

¢ Employees who are transferred by their employer in one country to work in the other country
for a temporary period would be covered only in their home country. A temporary period is
defined in the agreement as 5 years or fewer. In all other cases, the employee would be
covered only in the country where the work is performed. Thus, a person working for a U.S.
employer who is temporarily transferred by that employer to Poland would be covered under,
and pay contributions to, the U.S. program exclusively. The employer and employee would
be relieved of the additional burden of paying social security contributions to the Polish
program.

o Other rules set forth in the agreement would apply to persons employed in international
transportation or in the government service of either country.

¢ The agreement also contains rules applicable to persons whose eamings from
self-employment would be subject to compulsory coverage under the laws of both countries.
Under these rules, a self-employed person who resides in the U.S. will be covered only under
U.S. laws, and a self-employed person residing in Poland will be covered only under Polish
laws.

Totalization Benefit Provisions

In addition to eliminating dual coverage, the agreement will help prevent situations where
workers suffer a loss of benefit rights because they have divided their careers between the U.S.
and Poland.
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o Under the rules that apply to the U.S,, if a worker has credit for at least 6 quarters of coverage
under the U.S. Social Security system but not enough credits for the worker or eligible
dependents or survivors to qualify for Title II benefits, the worker’s coverage credits from
both the U.S. and Poland could be totalized (i.e., combined) to permit qualification fora
partial U.S. benefit. The benefit amount payable to a person who qualifies based on totalized
credits would be proportional to the amount of coverage completed in the U.S.

o Under the rules that apply to Poland, if a person has credit for at least 12 months of coverage,
but not enough coverage to qualify for benefits under the Polish system, the person’s
coverage credits from both the U.S. and Poland could be totalized (i.e., combined) to permit
an eligible applicant to qualify for a partial Polish benefit. A person could also qualify for a
partial benefit based on combined U.S. and Polish coverage if he or she were eligible for a
Polish benefit (based solely on Polish coverage) that was lower than his or her partial Polish
benefit based on totalized coverage. The benefit amount payable to a person who qualifies
based on totalized credits would be proportional to the amount of coverage completed in
Poland.

U.S.-POLISH ADMINISTRATIVE ARRANGEMENT

Purpose

The administrative arrangement establishes a number of principles which would serve as the
basis for developing operating procedures. In particular, it would authorize the designated
liaison institutions of the two countries to develop procedures and forms necessary to implement
the coverage and benefit provisions of the principal agreement. The laison institution for the
U.S. is the Social Security Administration (SSA). The liaison institutions for Poland are the
Social Insurance Institution headquarters in Warsaw and the Agricultural Social Insurance Fund
headquarters in Warsaw.

Elimination of Dual Coverage

The administrative arrangement sets forth rules for issuing the documentation necessary to
exempt workers covered under one country's system from coverage under the other country's
system. These rules would provide that the liaison institution of the country whose laws will
continue to apply to a person will, when requested to do so, issue a certificate of coverage that
will establish the person's exemption from the coverage laws of the other country,

Benefit Provisions
SSA and the appropriate Polish institution will exchange coverage records and other information

required to process benefit claims filed under the principal agreement. The administrative
arrangement sets forth procedures governing this exchange of claims-related information.
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REPORT TO CONGRESS
TO ACCOMPANY THE SOCIAL SECURITY AGREEMENT
BETWEEN

THE UNITED STATES OF AMERICA AND THE REPUBLIC OF POLAND

L INTRODUCTION

The social security agreement between the United States and the Republic of
Poland is intended to provide limited coordination of the social insurance
systems of the two countries for old-age, survivors, disability, and other
benefits. The agreement is similar in content and objective to social security
agreements already in force between the United States and 21 other
countries, including Australia, Canada, Chile, Japan, South Korea, and most
of Western Europe. U.S. social security agreements are negotiated under
authority of section 233 of the Social Security Act.

Like earlier U.S. agreements, the U.S.-Polish agreement has two main
purposes. First, it would eliminate dual coverage and taxation of the same
work, the situation that occurs when a person from one country works in the
other country and is required to pay social security taxes to both countries on
the same earnings. The agreement includes rules that assign a worker’s
social security coverage and tax liability to just one country. Second, the
agreement helps fill gaps in social security benefit protection for workers
who divide their careers between the two countries. Under the agreement, it
would be possible for workers and their family members who would not
otherwise qualify for benefits to qualify for partial U.S. or Polish benefits
based on combined work credits from both countries.

The U.S.-Polish agreement consists of two separate instruments: (1) a
principal agreement setting forth the basic rules for coordinating the two
countries’ systems; and (2) an administrative arrangement establishing
policies and procedures to implement the principal agreement. These two
documents, which were signed by authorized representatives of the U.S. and
Polish governments on April 2, 2008, are now being transmitted to Congress
in accordance with section 233(e) of the Social Security Act.

Accompanying this report are paragraph-by-paragraph explanations of the

provisions of the principal agreement (Annex A) and related administrative
arrangement (Annex B). A report required by section 233(e)(1) of the Social
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Security Act on the effect of the agreement on the estimated income and
expenditures of the U.S. Social Security programs and the estimated number

of individuals who will be affected by the agreement is also included
(Annex C).

STATUTORY REQUIREMENTS

Section 233(c)(1) of the Social Security Act requires that international
agreements concluded pursuant to that section provide for the elimination of
dual coverage of the same work under the social security systems of the
United States and the other country party to the agreement, and for
combining credits earned by a worker under the two systems for purposes of
determining benefit entitlements and payment amounts. In addition, the law
requires that when entitlement for U.S. Social Security benefits is
established on the basis of such combined credits, the amount of the U.S.
benefit payable must be based on the proportion of the worker’s periods of
coverage completed under title IT of the Social Security Act. The U.S.-
Polish agreement includes these required provisions.

COVERAGE PROVISIONS

In conformity with section 233(c)(1)(B) of the Social Security Act, Part IT of
the principal agreement sets forth rules designed to eliminate dual coverage
and taxation of the same work under the U.S. and Polish systems.

A, Rules Governing Employees

The rules which apply to employed persons would generally eliminate
dual social security coverage under the laws of the United States and
the Republic of Poland by maintaining an employee’s coverage under
the laws of the country where the work is performed and exempting the
employee from compulsory coverage under the laws of the other
country.

Special rules would apply, however, for employees who are transferred
by their employer in one country to work in the other country for a
temporary period. In this situation, an employee who was covered in
one country before the transfer would continue to be covered under
that country’s laws and would be exempt from coverage in the host
country. Thus, a person working for a U.S. employer who is
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temporarily transferred by that employer to the Republic of Poland
would only be covered under and pay contributions to the U.S. Social
Security program, and the employer and employee would be exempt
from Polish social security and health insurance contribution
requirements.

Other rules set forth in the agreement would apply to persons
employed by the governments of the two countries and to persons
employed in international air transportation.

B. Rules Governing Self-Employed Persons

Part I also contains rules applicable to persons whose earnings from
self-employment would be subject to compulsory coverage and
contributions under the laws of both countries absent the agreement.
Under these rules, a self-employed person would be subject only to the
social security laws of his or her country of residence.

BENEFIT PROVISIONS

Part III of the principal agreement establishes the basic rules for determining
entitlement to, and the amount of, U.S. and Polish benefits for persons who
have worked in both countries. These benefit provisions are included
pursuant to sections 233(c)(1)(A) and (C) of the Social Security Act.

A. Provisions Applicable to the United States

1. Totalization of Periods of Coverage

Under the rules that apply to the United States, if a worker has
credit for at least six quarters of coverage under the U.S. Social
Security program but not enough credits for the worker or his or
her survivors or dependents to qualify for benefits, the worker’s
coverage credits from both the United States and the Republic of
Poland could be totalized (i.e., combined) to permit the applicant
to qualify for a partial U.S. benefit. Since periods of coverage
under the Polish social security system are measured in terms of
months and years, the United States would credit one quarter of
coverage for every three months of coverage certified by the Polish
social security system in a calendar year. The United States would
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not, however, credit months of coverage under Polish law if they

fall within a calendar quarter which has already been credited as a
U.S. quarter of coverage under the U.S. system.

2. Computation of U.S. Totalization Benefit Amounts

The amount of a U.S. benefit for which a person may qualify based
on totalized periods of coverage depends on both the duration of
the worker’s coverage under the U.S. Social Security system and
the level of his or her earnings. A detailed description of the
totalization benefit computation procedure is contained in
regulations of the Social Security Administration (20 CFR
404.1918). The first step in the procedure is to compute a
theoretical primary insurance amount (PIA) as though the worker
had worked a full coverage lifetime (i.e., a full career) under U.S.
Social Security at the same earnings level as during his or her
actual periods of U.S. covered work. The theoretical PIA is then
prorated to reflect the proportion of a coverage lifetime the worker
completed under the U.S. program. A coverage lifetime is defined
in the regulations as the number of the worker’s benefit
computation years; i.e., the years which must be used in
determining a worker’s average earnings under the regular U.S.
national computation methods.

B. Provisions Applicable to the Republic of Poland

1. Polish Benefits

Until 1999, Poland had a traditional government-administered
social insurance program financed by employer contributions that
paid social security benefits based on the national average annual
wage, a worker’s average earnings, and length of coverage.
Benefit calculation and eligibility rules for that system remain in
effect for workers born before 1949. Legislation effective in 1999
established a new contributory regime for the system applicable to
both employers and most active workers, and introduced to the
system a second tier for workers born 1969 and after, and for
workers born 1949-1968 who elected second tier coverage by the
end of 1999. The first tier of the new system may be described as
a pay-as-you-go notional defined contribution system, and is
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entirely state-administered. First tier benefit amounts depend on
indexed contributions, including those made under pre-1999 rules,
and on life expectancy at retirement age. The second tier is a
system of individual fully-funded accounts that is state-regulated
but administered by the private sector. Second tier benefit
amounts depend on the investment yield of a worker’s account.
Under both tiers, employers deliver employer and employee
contributions to the national social security agency, where they are
channeled into the notional defined contribution and individual
accounts tiers. While most active workers are now covered by the
new contributory system, benefits will be calculated and paid
under both the pre-1999 and new system rules until the old rules
are eventually phased out. Under the new rules, no coverage
minimum is required to qualify for benefits. The benefit
provisions of the agreement apply to social security benefits under
both the old and the new system rules, and under the distinct rules
in effect for agricultural workers. Coverage, financing, and
benefits calculation and eligibility rules for agricultural workers
are administered by an agency other than the national social
insurance agency, and are different from those for workers under
the general system.

Totalization of Periods of Coverage

The totalization provisions of the agreement apply to the Polish
social security laws which govern the payment of retirement,
survivors, disability, and other benefits. Under the agreement, if a
worker had at least one year of Polish coverage (or less, provided
the shorter period of coverage yielded Polish benefit eligibility
without consideration of U.S. coverage), the Republic of Poland
would compute a theoretical benefit as if the worker’s U.S. periods
of coverage had been completed under Polish law. Next, the
theoretical amount would be prorated by multiplying it by the ratio
of the periods of coverage credited under Polish law to the total
periods credited in both countries. Finally, the prorated amount
would be compared to the amount of any benefit payable under
Polish law without consideration of the U.S. coverage, and the
higher amount would be paid.
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C. Benefit Portability

Section 233(c)(2) of the Social Security Act permits agreements to
contain provisions suspending the application of the alien nonpayment
provisions of the Social Security Act (section 202(t)) for persons
residing in a foreign country with which the United States has an
agreement in force. The U.S.-Polish agreement would provide an
exemption from these nonpayment provisions for insured persons and
their dependents or survivors, regardless of their citizenship, if they
reside in the Republic of Poland.

OTHER PROVISIONS

Section 233(c)(4) of the Social Security Act authorizes agreements to
contain other provisions not inconsistent with title II of the Act which are
appropriate to carry out the purposes of the agreements. In accordance with
this provision, the principal agreement and administrative arrangement
contain a number of articles designed to permit the United States and the
Republic of Poland to render free or reimbursable assistance to the other
country in implementing the agreement. Such assistance could include, for
example, an electronic data exchange arrangement.

UNCLASSIFIED

O



		Superintendent of Documents
	2022-01-24T15:03:31-0500
	Government Publishing Office, Washington, DC 20401
	Government Publishing Office
	Government Publishing Office attests that this document has not been altered since it was disseminated by Government Publishing Office




