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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)) (the “Act”), I transmit herewith the
Agreement Between the United States of America and the Republic
of Chile on Social Security, which consists of two separate instru-
ments: a principal agreement and an administrative arrangement.
The Agreement was signed at Santiago on February 16, 2000.

The United States-Chilean Agreement is similar in objective to
the social security agreements already in force between the United
States and Austria, Belgium, Canada, Finland, France, Germany,
Greece, Ireland, Italy, Luxembourg, the Netherlands, Norway, Por-
tugal, Spain, Sweden, Switzerland, and the United Kingdom. Such
bilateral agreements provide for limited coordination between the
United States and foreign social security systems to eliminate dual
social security coverage and taxation, and to help prevent the loss
of benefit protection that can occur when workers divide their ca-
reers between two countries. The United States-Chilean Agreement
contains all provisions mandated by section 233 and other provi-
sions that I deem appropriate to carry out the purposes of section
233, pursuant to section 233(c)(4) of the Act.

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. Annexed 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.

WILLIAM J. CLINTON.

THE WHITE HOUSE, May 22, 2000.
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AGREEMENT ON SOCIAL SECURITY
BETWEEN THE UNITED STATES OF AMERICA
v AND
THE REPUBLIC OF CHILE

The Government of the United S‘mxcs of America and
the Government of the Republic of Chile.
Being desirous of regulating the relationship betwren their two Countries in the field of Social
Security, have agreed as follows:
PARTI
GENERAL PROVISIONS

1. For the purpose of the present Agreement. the expressions and terms indicated below

shall have the following meanings:

{a) "Temony™ means,
as regards the United States, the States, the District of Columbia. the
Commonweaith of Puerto Rico. the United States Virgin islands, Guam,

American $amoa and the Commonwealth of the Northem Mariana Islands, and

asregards Chile. the territorial scope of the Political Constitution of the Republic of
Chile;

(b} "National” means,

as regards the United States. 2 nationa! of the United States as defined in

Section 101, Immigration and Nationality Act. as amended. and

3



ra

(c)
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as regards Chile. a Chilean national as specified by the Political Constitution of the

Republic of Chile:
“Laws" means the iaws and regulations specified in Article 2. excluding weaties or
other intemational agreements on Social Security that may be concluded between

one Contracting State and a third State, or laws or regulations promulgated for their

specific implementation:

"Competent Authority” means.

as regards the United States. the Social Security Administration. and
as regards Chile. the Ministry of Labor and Social Welfare:
"Agency” means.

as regards the United States, the Social Security Administration. and

as regards Chile, the institution respansible for administering the laws réferred o in

Aricle 2. paragraph 1(b) of this Agreement. in a particular case:

"Period of coverage™ means a period of payment of contributions or a period of
eamings from employment or self-employment. as defined or recognized as a
period of coverage by the laws under which such period has been completed, or any
similar period insofur as it is recognized by such laws as equivalent to & period of

coverage: and

"Benefit” means any benelit provided for in the Yaws specified in Article 2 of this

Agreement.

Any term not defined in this Article shall have the meaning assigned to it in the laws

being applied.

Article 2

This Agreement shall apply:

(a)

As regards the United States, to the laws governing the Federal old-age, survivors,

and disability insurance program:



Page 1

— Title 11 of the Social Security Act and regulations pertaining thereto. except
sections 226. 226A and 228 of that title and regulations pertaining to those

sections,

-~ Chapters 2 and 21 of the Internal Revenue Code of 1986 and regulations

pertaining to these chapters:

(b) As regards Chile.

-~ 1o the laws on the New Pension System on Old-age. Invalidity and Survivors'

Pensions based on individual capitalization and

- 1o the laws on the Old-age. Invalidity and Survivors' Pension systems

administered by the Instituto de Normalizacion Previsional.

2. This Agreement shall also apply to future laws which amend or supplement the Taws
specified in paragraph | of this Article.
3. This Agreement shall also apply to legislation of 2 Contracting State which extends the

laws referred to in paragraph I to new categories of beneficiaries. uniess that Contracting
State notifies the other Contracting State in writing within 3 months of the date of the
official publication of the new legislation that it is not to be included in the scope of the
Agreement.
Article 3
This Agreement shall apply to:

(a) persons who are or have been subject to the laws of one or both Contracting States:

{b) other persons with respect to the rights they derive from the persons mentioned in

subparagraph (a).
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Article 4

Persons who are or have been subject to the laws of one Contracting State and persons
deriving benefit rights from such persons. who reside within the territory of the clzher
Contracting State. shall receive equal treatment with nationals of that other Contracting
State in the application of the laws regarding the eligibility for and the payment of

benefits.

Unless otherwise provided in this Agreement. any provision of the laws of a Contracting
State which restricts entitlement to or payment of benefits solely because the person
resides outside or is absent from the territory of that Contracting State shall not be

applicable 10 the persans who reside in the territory of the other Contracting State.

Without prejudice 1o the provision in the preceding paragraph. invalidity. old-age and
survivors pensions pavable to United States nationals in accordance with Chilean laws
shall not be subject 1o reduction, modification. suspension or retention based on the fact

that the beneficiary is located or resides in the territory of a third State.

PART II
PROVISIONS ON COVERAGE
Article §

Except as otherwise provided in this Anticle. a person emploved within the territory of
one of the Contracting States shall, with respect to that employment. be subject to the
faws of only that Contracting State. irrespective of the location of the person’s place of

residence or domicile or the employer's place of business.

A self-employed person who resides in the territory of a Contracting State shall be

subject to the laws of only that State.

Where a person who is normally employed in the territory of one Contracting State by an
emplover in that territery is mmporari!iv sent by that employer to the territory of the other
Contracting State. the person shall be subject 10 the laws of only the first Contracting
State as if he were employed in the territory of the first Contracting State, provided that
the peried of employment in the tertitory of the other Contracting State is not expecied fo

exceed 3 years. For purposes of applying this paragraph in the case of an employee who
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is sent from the territory of the Uniled States by an employer in that territory 1o the
territory of Chile. that employer and an affiliated company of the emplover (as defined
under the laws of the United States) shall be considered one and the same, provided that
the emplovment would have been covered under United States laws absent this v

Agreement.

The preceding paragraph shall apply where a person who has been sent by his employer
from the territory of a Contracting State to the territory of a third State is subsequentiy
sent by that employer from the territory of the third State 10 the territory of the other

Contracting State.

Where the same activity is considered 1o be self-emplovment under the laws of one
Contracting State and emplovment under the laws of the other Contracting State. that
activity shall be subject to the laws of only the first Contracting State if the person is a

resident of that State and 1o the laws of only the other Contracting State in any other case.

(a) A person who is emplosed a8 an officer or member of a crew on a vessel which
flies the flag of one Contracting State and who would be covered under the laws of
both Contracting States shall be subject to the laws of only the Contracting State
whose flag the vessel flies. For purposcs of the preceding seatence. a vessel which
flies the flag of the Umited States 1s one defined as an American vessel under the

laws of the United States

(b) Traveling employ ees of wir ransportation companies who perform work in the
territories of bath Contracting States and who would otherwise be covered under
the laws of bath Contracting States shall, with respect 10 that work. be subject to the
taws of only the Contracting State in the territory of which the firm has its home
office. However, if such employees reside in the territory of the other Contracting

State. they shall be subject to the laws of only that Siate.

(2) This Agreement shall not affect the provisions of the Vienna Convention on
Diplomatic Relations of April 18, 1961, or of the Vienna Convention on Consular

Relations of April 24. 1963,

(b} Nationals of one of the Contracting States who are emploved by the Government of
that Contracting State in the territory of the other Contracting State but who are not

exempt from the laws of the other Contracting State by virtue of the Conventions
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mentioned in subparagraph (a) shall be subject to the laws of only the first
Contracting State. For the purpose of this paragraph. employment by the

United States Government includes employment by an insirumeniality thereoll -

8. The Competent Autherities of the two Contracting States. or the liaison agencies
designated by them. may agree to grant an exception to the provisions of this Aniicle with
respect to particular persons or categories of persons, pravided that any affected person

shall be subject to the laws of one of the Contracting States.

9. A worker who is subject to United States laws in accordance with the preceding
paragraphs of this Article shall be exempt from paying contributions under the Chilean
pension and health programs. In addiion. an employer will be exempt from paving
contributions for work accident and occupational illness insurance with respect to such

workers.
PART I
PROVISIONS ON BENEFITS
Anticle 6

The following provisions shall apply to the United States:

1. Where a persen has completed at least 6 quarters of coverage under United States laws.
but does not have sufficient periods of coverape 1o satisfy the requirements for
entitlement 1o benefits under United States laws. the ageney of the United States shall
take into account. for the purpose of establishing entitiement to benefits under this

Article, periads of coverage which are credited under Chilean laws and which do not

coincide with periods of coverage already credited under United States laws.

&

When it is not pessible to determine the time when specific periods of coverage were
completed under Chilean laws. it shall be presumed that such periods do not coincide

with periods of coverage completed under United States laws.

L

In determining eligibility for benefits under paragraph | of this Article, the agency of the
United States shall credit | quarter of coverage for every 3 months of coverage certified
by the agency of Chile: If the conversion described in the preceding sentence results in a

fractional remainder. the remainder shall be considered an additional quarter of coverage.
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No quanter of coverage shall be credited for any calendar quarter already credited as o
quarter of coverage under United States laws. nor shall the total number of quarters of

coverage 10 be credited for a year exceed four.

Where entitlement 1o a benefit under United States laws is established according to the
provisions of paragraph 1. the agency of the United States shall compute a pro rata
Primary Insurance Amoum in accordance with United States laws based on (4} the
person’s average earnings credited exclusively under United States laws and (b) the ratio
of the duration of the person's periods of coverage completed under United States laws o
the duration of a coverage lifetime as determined in accordance with United States laws.
Benefits payable under United States faws shall be based on the pro rata Primary

{nsurance Amount.

Entitlement to a benefit from the United States which resulis from paragraph 1 shall
terminate with the acquisition of sufficient periods of coverage under United States [aws
to establish entitlernent to an equal or higher benefit without the need 1o invoke the

provision of paragraph 1.

Article 7

The following provisions shall apply to Chile:

I8

[

When Chilean laws require the completion of certain periods of coverage for acquiring,
maintaining or recovering entitlement to old-age. survivors or disability benefits, periods
of coverage completed under United States laws shall be added. when necessary. to the
perinds of coverage completed under Chilean laws. provided that they do not coincide.
In determining entitlerent to benefits in accordance with this paragraph. the Chilean
agency shall eredit 3 months of coverage for every quarter of coverage cenified by the

United States agency.

‘When it is not possible to determine the time when specific periods of coverage were
completed under United States laws, it shall be presumed that such periods do not

coincide with periods of coverage completed under Chilean laws.

Members of a Pension Fund Administrator shall finance their pensions under Chilean
laws with the balance accumulated in theis individual capitalization accounts. In case
such balance is insufficient to finance a pension equal to the minimum pension amount

guaranteed by the State. members shali have the right to Totalization of periods of
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coverage in accordance with paragraph 1. in order to determine entitlement 1o the
minimum old-age or invalidity pension. Survivors pension beneficiaries shall have the

same right.

For purposes of determining whether the requirements of Chilean laws for an carly
old-age pension under the New Pension System have been fulfilled. members who have
obtained a pension under United States laws shall be considered as pensioners under the

pension systems administered by the Instituto de Normalizacion Previsional.

Members of the New Pension System in Chile who reside in the territory of the

United States and who are subject ta United States laws in accordance with this
Agreement may also pay contributions to that Svstem en 2 voluntary busis as i they were
self-employed workers, Members who choose to pay voluntary contributions under this
paragraph shall not be required 1w pay contributions for financing health care benefits

under Chilean laws.

Conributors to the pension systems administered by the Instinnte de Normalizacion
Previsional shall also have the right to Towlization of periods of coverage in accordance
with paragraph 1 in order 1o establish entitlement to pension benefits under the faws

applicable to those systems.

When entitlement 10 a benefit ender Chilean fow is established in accordance with
paragraph 3 or 6 of this Amticle. the agency of Chile shall determine a theoretical benefit
amount as if all the periods of coverage completed under the faws of hoth Contracting
States had been completed under the Taws it administers, and shall caleulite the benefit it
must pay as the proportion of the periods of coverage completed exclusively under the
laws it administers to the toial periods of coverage completed under the Jaws of both

Contracting States.

When the total periods of coverage under the laws of both Contracting States exceed the
period established under Chilean laws for entitiement to a full pensien or 4 minimum

pension. the excess years shall be disregarded for purposes of this calculation.

Persons who are paying comtributions or receiving benefits in accordance with

United States laws shall be considcr::dv as currently covered by the comresponding
insurance system of Chile for purposes of qualifying for benefits according to the laws
that regulate the insurance systems administered by the Institute de Normalizacidn

Previsicnal.
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For purposes of this paragraph. a person shall be considered to be paving contributions in
accordance with United States laws if the person has credit for at least 1 quarter of
coverage under such laws during the 8§ calendar quarters immediately preceding the

calendar quarter in which the insured event occurs according to Chilean laws.

9. Persons who receive a pension according to United States laws and who reside in the
territory of Chile shall have the right to enroll in the Chilean heaith benefits system under

the same conditions as persons receiving similar pensions according to Chilean faws.

10. Medical examinations performed in Chile for the purpose of determining eligibility for
invalidity benefits under Chilean laws shall be made available to the United Stwates

agency at its request and without charge.

On the other hand. if the Chilean agency deems it necessary that medical examinations
intended for its sole use be performed in the United States., they shall be financed in
accordance with Chilean laws. When the examinations relate 1o workers affiliated with
the New Pension System. the Chilean agency shall reimburse the full cost of the
examinations to the United States agency and shall charge the interested person for the
percentage for which he or she is responsible. Nevertheless, the Chilean agency may
deduct the cost for which the imerssmﬁ person is responsibie from any pensions owed. or

from the halance in the person’s individual eapitalization account.
H the examinations are requested in connection with an appeal filed against a disability
decision tssued in Chile. the cost of these examinations shall be financed in the manger

described in the preceding paragraph: however, if the appeal has been filed by a Chilean

agency or insurance company such costs shall be financed by the appellant.

PART IV

MISCELLANEQUS PROVISIONS
Article 8
The Combpctem Authorities of the two Contracting States shall:

(a) Make all necessary administrative arrangements for the implementation of this

Agreement;
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(b) Designate their respective liaison agencies. which shall be responsible for the
coordination of the agencies involved in the application of this Agreement and whose

responsibilities shall be specified in an administrative arrangement:

{¢) Communicate to each other information conceming the measures taken for the

application of this Agreement: and

(dy Communicate to each other. as soon as possible. information concerning all changes in

their respective laws which may affect the application of this Agreement.

1. The Competent Authoritivs, agencies and liaison apencies of the Contracting States.
within the scope of their respective authorities. shall assist each other in implementing
this Agreement. This assistanee shall be free of charge, subject to exceptions o be

agreed upon in an administrative arrangement.

2. The Competent Authorities. agencies and liaison agencies of the Contraciing States may
correspond directly with ¢ach other and with any person wherever the person may reside
whenever it is necessan for the administration of this Agreement. The correspondence

may be in the official language of either Contracting State.

An application or document may not be rejected by a Competent Authority, agency or

wr

liaison agency of a Contracung State because it is in the official language of the other

Contracting State,

L. Where the laws of a Contracting State provide that any document which is submitted to
the Competent Authority or an agency of that Contracting State shall be exempted,
wholly or panly. from fees or charges. including consular and administrative fees, the
exemption shai! also apply 1w corresponding documents which are submitted to the
Competent Authority or an agency of the other Contracting State in the application of this

Agreement.

53

Documents and centificates which are presented for purposes of this Agreement shall be

exempted from requirements for authentication by diplomatic or consular authorities.
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Copies of documents which are centified as true and exact copies by a laison agency of’
one Contracting State shall be accepted as true and exact copies by an agency of the other
Contracting State. without further centification. The agency or Haison agency of each
Contracting State shail determine in accordance with its laws the sufficiency of the

evidence submined to it from whatever source.
Article 11

A written application for benefits filed with an agency of one Contracting State shall
protect the rights of the claimants under the laws of the other Contracting State if the
applicant requests that it be considered an application under the laws of the other

Contracting State.

If an applicant has filed a written application for benefits with an agency of one
Contracting State and has not explicitly requested that the application be restricted to
benefits under the laws of that Contracting State. the application shall also protect the
rights of the claimants undur the laws of the other Contracting State if the applicant
provides information at the time of filing indicating that the person on whose record
benefits are claimed has completed periods of coverage under the laws of the other

Contracting State.

The provisions of Part 111 shall apply enly 10 benefits for which an application is filed on

or after the date this Apreernent enters into force.

A written appeal of a determination made by an agency of one Contracting State may be
validly filed with an agency of either Contracting State. The appeal shall be dealt with
according to the procedure and laws of the Contracting State whose deeision is being

appezled.

Any claim, notice or written appeal which. under the laws of one Contracting State, must
have been filed within a prescribed period with an agency of that Contracting State, bwt
which is instead {iled within the same period with an agency of the other Contracting

State, shall be considered to have been filed on time.
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Article 12
In any case 1o which the provisions of Article 11 apply. the agency to which the claim. notice
or written appeal has been submitied shall indicate the date of receipt on the document orona

form agreed upon for this purpose pursuant to Anticle 8(2) and transmit it without delay to the

liaison agency of the other Contracting State.
Article 13

1. Payments under this Agreement may be made in the currency of cither Contracting State.

I8

In case provisions designed to restrict the exchange or exportation of currencies are
introduced by either Contracting State. the Governmemnts of both Contracting States shal
agree withour delay on measures necessary to ensure the transfer of sums owed by either

Contracting State under this Agreement.
Article 14

Unless otherwise required by the nationzl statutes of a Contracting State. information about an
individual which is transmitted in accordance with the Agreement to that Contracting State by -
the other Contracting State shall be used exclusively for purposes of implementing the
Apreement. Such information received by a Contracting State shall be governed by the
national statutes of that Contracting State for the protection of privacy and confidentiality of

personal data.
Article 15

1. Any disagreement regarding the interpretation or application of this Agreement shall be

resolved by consulation between the Competent Authorities.

=

If a disagreement cannot be resolved through negotiation. the Contracting States will
endeavor to settle the issue through arbitration. mediation. or other matually agreed

procedure.
This Agreement may be amended in the future by supplementary agreements which. from

their entry into farce. shall be considered an integral part of this Agreement. Such agreements

may be given rewroactive effect if they so specify.
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PART YV
TRANSITIONAL AND FINAL PROVISIONS
Article 17

This Agreement shall not establish any claim to payment of a benefit for any period
before the date of the entry into force of the Agreement. or 1o a lump-sum death benefit if

the person died before the entry into force of the Agreement.

In determining the right to benefits under this Agreement. consideration shall be given to
periods of coverage completed under the laws of either Contracting State and other
events which occurred before the entry into force of this Agreement. except that the
United States shall not take into account periods of coverage which occurred prior to

1937,

In applying paragraph 3 of Article 5 in the case of persons who were sent to the territory
of a Contracting State prior to the date-of entry into force of this Agreement, the period of

employment referred to in that paragraph shall be considered to begin on that date.

Determinations concerning entitlement to benefits which were made before the entry into

force of this Agreement shall not affect rights arising under it.

Any benefit which was denied or suspended in accordance with the domestic laws ofa
Contracting State on account of the nationality of the person concerned or of his
residence in the territory of the other Contracting State but which is payable by virtue of
this Agreement shall. at the request of the person concerned. be awarded or resumed

effective with the date on which this Agreement enters into force.

Benefit rights which persons may have acquired before the emry into force of this
Agreement shall be reviewed at their request or ex officio. taking into account the
provisions of this Agreement. In no circumstances shall this Agreement resultina

reduction of any cash benefit to which entitlement existed prior to its entry into force.

Provisions of Chilean laws limiting retroactivity of the right to benefits shall not apply 10
rights arising as a result of the entry into force of this Agreement. provided that the
claimant submits an application for benefits within two years afier the date of entry into

force of this Agreement.
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1. This Agreement shall remain in force and effect until the expiration of one calendar year
following the year in which written notice of its termination is given by one of the

Contracting States to the other Contracting State.

t2

If this Agreement s terminated. rights regarding entitlement to or paymient of benefits
acquired under it shall be retained. The Contracting States shall make arrangements
dealing with rights in the process of being acquired based on periads of coverage

completed before the date the Agreement is terminated.
Article 19
The Governments of both Contracting States shall notify cach other in - iting of the
completion of their respective statutory and constitutional procedures required for the entry

into force of this Agreement. This Agreement shall enter into foree on the first day of the

fourth month following the date of the last notification.

IN WITNESS WHEREOF. the undersigned. being duly authorized thereto, have signed the

present Agreement.

L . — )
DONE at /j(..(u‘s.'f:& S e (e on AL t oy vy Dopsin duplicate

in the English and Spenish languages. cach text being equally authentic,

s

FOR THE GOVERNMENT OF THE
UNITED STATES OF AMERICA:
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ADMINISTRATIVE ARRANGEMENT
FOR THE IMPLEMENTATION OF THE AGREEMENT
ON SOCIAL SECURITY
BETWEEN
THE UNITED STATES OF AMERICA
AND THE REPUBLIC OF CHILE

In conformity with Article 8ta) of the Agreement on Social Security hetween the
United States of America and the Republic of Chile of this date. hereinafter referred to as the
"Agreement”. the Competent Authorities of the two Contracting States have agreed as
follows:
PART!
GENFRAL PROVISIONS

Article 1

The terms defined in Anticle §of the Agreement shall have the same meaning i this

Administrative Arrangement
Article 2
b The hotson agencies referred Wom Anicle 8t of the Agreement shall b
(2) for Chile.
- the Superintendency of Pension Fund Administrators (Superiniendencia de
Administradoras de Fondos de Pensiones) for persons covered under the New Pension
System:
- the Superintendeney of Social Seeurity (Superintendencia de Seguridad Socialy for
persons covered under the systems managed by the Institute of Social Security

Swndardization {instituto de Normalizacién Previsional).

(b for the United States. the Social Security Adminisiration.
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2. The liaison agencies designated in the preceding paragraph shall by mutual consent
establish the joint procedures and forms necessary for the application of the Agreement

and this Administrative Amangement.

3. The Competent Awthorities of ¢ach Contracting State may. by mutual agreement, name

other liaison agencies.
Article 3
The following Agencies are designated for the application of the Agreement:
1. For Chile:
@} As regards old-age. disability and sursisvors benefits:

- The Pension Fund Administrators for persons cos ered under the New Pension

Ssstem, and

- Thednstitute of Social Secunty Standardivation for contributon 1o the old

Social Seeurity svatenss,
(b} As regards the detemunation of disability -

+ The Medieal Commutiees of the Superintendeney of Fensson Tund

Administratons for persons covered under the New Pension Sy stemi:

+ The Preventive Medicime und Phsability Committees of the Health Service
corresponding to the place of residence for contributors to the Institute of
Soctal Security Standardization wha reside in Chile and for those who hanve no

periads of coverage under Chilean laws: and
+ The Preventive Medicine and Disability Comimittee of the Central
Metropotitan Health Service for cantributors 1o the Institte of Sucial Securits

Standardization who do not reside in Chile,

{e} As regards the pavment of contributions to the health benefits system lor purposes of

Article 7. paragraph 9. of the Apreement:
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- The Health Insurance Institutions (Instituciones de Suiud Provisionaly; and
- The Natjonal Health Fund {Fondo Nacional de Salud:
2. For the United States of America:

- The Social Security Administration.

PART U
PROVESIONS ON COVERAGE
Article 4

b Where the fas of a Contracting Mok are applivable insccordanee with any of the
provisions of Anele $ nf!hc:\grr;nwrxh the fadson ageney of that Contracting Mate,
upon request of the person converned, shall issie i certitivae stanng thit the emplosee or
selfeemploved person is subject 1o those Lives and indicating the duranion for which the
centificate shall be salid, Thes conitiene Jull be prnml'ihu( the namaed worker is exemp

from the Taws on compulsors coverage of the other Contracting Sate.
Inorder to determune residence as reterrad o0 Article 3. paragraph 2. ot the Agreement.
at the request of the concemed peeson, the Chilean baison ageney shafl procure the
necessary information aceording s Tnas and issue the centiicae reterred 1o ahove

2. The laison ageney of a Contracung State which issues a certificate referred o in
paragraph U shall furnish a copy of the centificute o the faison ageney of the other
Contracting State as needed By the latter ageney.

3. The certificate referred to in paragraph | shall be issued:

{a} in Chile.

- By the Superintendency of Pension Fund Administrators for persons covered

under the New Pension System, and
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- By the Superintendency of Social Security for contributors to the old Social

Security systems.

(b} in the United States of America. by the Social Security Administration.

PART I
SPECIAL PROVISIONS ON BENEFITS
Article 5

Applications for benefits ander the Agreement shall be submitted on forms to be agreed

upon by the laison agencies of the two Contracting States.

The agenes of the Contracting State with which an application for henefits is fiest filed in
accordance with Article 11 of the Agreement shall provide the Haison ageney of the other
Contracting State with such evidence and other information as may be required

complete action on the clainy.

The agencey of a Contracting State which receives an application that was first filed vath
an agency of the other Contracting State shall without defay provide the Kaison ageney of
that Contracung State with such evidence and other available information as may he

required foritio complete action en the clain.

The ageney of the Contracting State with which an application for bencefits has been filed
shall verify the information pertaining to the applicant and his family members, The
types of information to be verified shall be agreed upon by the liaison agencies of both

Contracting States.

Anticle 6

In siwations referred to in Article 7. paragraphs 4 and 9 of the Agreement. and at the request

of a Chilean linison agency. a person's status as a pensioner shall be canfirmed by means of a

certificate issued by the United States agency that awarded the henefit. Such certificate shall

indicate the date the benefit was awarded and the amount as of the date the centificate was

issued.
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Page 8

PART IV

MISCELLANEQUS PROVISION
Article 7

The Haison agencies of the two Contracting States shall exchange sttistes annually on the
number of cenificates issued under Article 4 of this Administrative Armngement. They shall
also exchange statistics on the pumber of benefits paid in the other Contracting State, as well

as the amount of the benefits.

Article §
In accordanee with procedures 1 be agreed vpon pursaant to Articke 2. parageaph 2. of this
Administrative Arrangement. the Haison agency ol one Contracting State shall, upon request
of a Haison agency of the other Contracting Swte, fumish avatinble information relating w the
claim ofany specitied individual tor the purpose of administering the Agreement,

Article ¥

ageney or

Lo Where the agenes o luson ageney of o Contracting State requests from the
liaison sgencs ofthe other Contractimg Stk admintstrative assistance that woubd mot be
iree of charge under Aricle W ot the Agreement. the agenes, of the other Contracting State
shall finintorm the ageney of the st Contracting State that the assistanes requesied
shail not be troe of charge and shall only be required to provide such assistance iF bath

lialson agencies agree upon the time and manner of reimbursing the costs.,

]

Upon request. the Haison agency of either Contracting State shall furnish without cost to
the fiaisen agenes of the other Contracting State any medieal information and

documentation in its possesston relevant to the disahitity of the claimant or beneficiary,

Where the ageney of a Contracting State requires that a persen in the wrritory of the other

b

Contracting State whe by recening or applving for benefits under the Agrevment submit
to g medical esammation. such examination may be requested from the Haison agencs of
the other Contracting State. in which case it shall be arranged in accordanee with the

rules of the ageney arranging the examination. The expenses shall be reimbursed by the

ageney which reguests the medical examination,
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4. The liaison agency or agency of one Contracting State shall reimburse amounts owed
under paragraph 1 or 3 of this Article upon presentation of a statement of expenses by the

agency or liaison agency of the other Contracting State.
Article 10
Benefits which. according to the laws of a Contracting State. are payable to beneficiaries who
are staving or residing in the territory of the other Contracting State shall be paid 10 them

directly.

Notwithstanding the previous sentence. the liaison agencies may agree upon other procedures

for the payment of such benefits.
Article 11

This Administrative Arrangement shall enter into foree on the same date as the Agreement and

shall have the same period of validity

DONE at

in the Englis

ofthe United States of Amernica
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REPORT TO CONGRESS
TO ACCCOMPANY THE S0CIAL SECURITY AGREEMENT
BETWEEN THE UNITED STATES AND THE REPUBLIC OF CHILE

INTRODUCTION

The Social Security agreement between the United States and
the Republic of Chile is intended to provide limited
coordination of the old age, survivors, and disability
insurance (OASDI) programs of the two countries, The
agreement is similar in content and objective to Social
Security agreements already in force between the

United States and 17 other countries, including Canada 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.-Chilean agreement has
two main purposes., First, it would eliminate dual Social
Security coverage and taxation, the situation that occurs
when a person from one country works in the other country
and is reguired to pay Scocial 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 theilr careers between the two countries.
Under the agreement, it will be possible for workers and
their family members who would not otherwise qualify for
benefits to qualify for partial U.S. or Chilean benefits
based on combined work credits from both countries.

The U.8.-Chilean agreement consists of two separate
instruments: (1) a principal agreement setting forth the
basic rules for coordinating the two countries’ Social
Security systems; and (2) an administrative arrangement
establishing policies and procedures to implement the
principal agreement. These two documents, which were signed
by representatives of the U.8. and Chilean governments on
February 16, 2000, are now being transmitted to Congress for
review 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).
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A report required by section 233(e) (1) of the Social
Security Act on the effect of the agreement on income and
expenditures of the U.S. Social Security program and the
number of individuals 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 ©f 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 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 benefit payable must be based on the
proportion of the worker’s periods of coverage completed
under title II of the Social Security Act. The U.S.-Chilean
agreement includes these required provisions.

COVERAGE PROVISIONS

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

A. Rules Governing Employees

The rules which apply to employad persong would
generally eliminate dual coverage under the laws of the
United States and Chile by maintaining an employee’s
coverage under the system of the country.where the work
is performed and exempting the employee from compulsory
coverage under the system of the other country.

Special rules would apply, however, for emplovees who
are temporarily transferred by their employer in one
country to work in the other country for a period of
five years or less. In this situation, an employee who
was covered in one country before his or her transfer
would continue to be covered under that country’s
system and would be exempt from coverage in the host
country. Thus, a person working for a U.8. employexr
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who 1s temporarily transferred by that employer to
Chile would only be covered under and pay centributions
to the U.S. program, and the employer and employee
would be relieved of the additional burden of paying
Social Security contributions to the Chilean program.

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

B. Rules Governing Self-Employed Pexsons

Part II 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. Under these rules, a self-employed
resident of Chile will be subject only to Chilean laws,
while a U.S. resident will be subject only to U.S.
laws.

BENEFIT PROVISIONS

Part III of the principal agreement establishes the basic
rules for determining entitlement to and the amount of U.S.
and Chilean 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 to qualify for a retirement,
survivors or disability benefit, the worker’'s
coverage credits from both the United States and
Chile could be totalized (i.e., combined) to permit
him or her to qualify for a partial U.S. benefit.
Since periods of coverage under the Chilean Social
Security system are measured in terms of months, the
United States would credit one quarter of coverage
for every three months of Chilean coverage in a
calendar year. The United States would not,
however, credit months of coverage under Chilean law
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if they coincide with quarters of coverage already
credited under the U.S. system.

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 benefit amount 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 benefit 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. naticnal computation method.

B. Provisions Applicable to Chile

1.

Chilean Benefits

Until 1981, Chile had a traditional social insurance
program administered by the government and financed
by employer and employee contributions. It paid old
age, survivors, and disability insurance (OASDI)
benefits based on a worker's average earnings and
length of coverage. Legislation effective in 1981
established a new "privatized" system that is
State-regulated but administered by the private
sector. Under the new system, employers withhold
contributions from employees' wages and pay them to
individual capitalization accounts managed by
private investment companies. Benefit amounts
depend on the investment yield of a worker's
account.
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While the great majority of active workers are now
covered by the new system, both systems will
continue to operate side-by-side until the old
system is eventually phased out. The benefit
provisions of the agreement apply to OASDI benefits
under both the old and the new systems.

Totalization of Periods of Coverage

In order to qualify for Chilean benefits under the
old system, a worker must meet certain eligibility
standards including minimum length-of-coverage and
recency-of-work requirements. Under the agreement,
a person who has not worked long enough or recently
enough to qualify for benefits will be able to have
his or her U.S. and Chilean coverage credits
combined in order to meet the applicable eligibility
requirements.

Under the new Chilean system, a worker’s benefit is
based on the balance in his or her individual
capitalization account, including investment return.
Because workers are immediately vested in the new
system, i.e., there is no minimum coverage
requirement, Chile will not need to count U.S.
periods of coverage in determining entitlement to
OASDI benefits. However, workers whose benefits
would be less than the minimum amount guaranteed by
the Government must satisfy a minimum coverage
requirement to receive the guaranteed amount (e.g.,
20 years of contributions for old age benefits).
The agreement provides that Chile will count a
worker's U.8. periods of coverage in determining if
he or she meets the coverage requirements for the
guaranteed minimum benefit.

Where entitlement to a Chilean -benefit is
established based on combined U.S. and Chilean
credits, Chile will compute a theoretical benefit
amount as if the worker's U.S. periods of coverage
had been completed under Chilean law. To determine
the benefit amount actually payable, the theoretical
amount will be prorated by multiplying it by the
ratio of the periods of coverage credited under
Chilean law to the total periods credited in both
countries.
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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
regiding in a foreign country with which the

United States has an agreement in force.

Chilean nationals outside the United States, including
those residing in Chile, are already exempt from the
nonpayment provisions of secticon 202(t) (1) in
accordance with section 202(t) (2). However, citizens
of certain other countries who reside in Chile may not
be exempt from the nonpayment provisions of the Social
Security Act. The agreement, therefore, would provide
an exemption from the nonpayment provisions of section

- 202 (k) (1) for insured persons and their dependents or
survivors, regardless of their citizenship, if they
reside in Chile.

Under section 202 (t) (11), benefits generally may not be
paid to nonresident aliens who first become eligible
for title II dependent or survivor benefits after 1984,
unless they satisfy certain U.8. residency
requirements. Citizens or residents of a country with
which the United States has an agreement in force
pursuant to section 233 of the Social Security Act are
exempt from the residence requirements. Once the
U.S.-Chilean Social Security agreement enters into
force, citizens or residents of Chile will noc longer be
subject to this nonpayment provision.

OTHER PROVISIONS

Section 2332{c} (4) of the Social Security Act authorizes
agreements to contain other provisions not inconsistent with
title IT 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 Chile to render free or reimbursable
assistance to the other country in implementing the
agreement,
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ANNEX C

REPORT TO CONGRESS
ON THE FINANCIAL EFFECT
OF THE U.S.-CHILEAN SOCIAL SECURITY AGREEMENT

The following tables present estimates on the effects of the
proposed U.S.-Chilean Social Security agreement on the
income and expenditures of both countries' Social Security
programs and the number of people who will be affected by
the agreement. The estimates were prepared based on the
assumption that the agreement would become effective on
October 1, 2000.

Table 1 shows the estimated additional costs that would
accrue to each country's system as a result of the
agreement. These costs would occur because (1) each country
would pay additional benefits to certain people who have
worked in both the United States and Chile but who could not
qualify for benefits from one or both without the agreement,
and (2) each country would lose Social Security tax income
from workers who were previously required to contribute to
both systems for the same work but who would contribute only
to one system under the agreement.

Table 2 shows the number of people who would become eligible
for a partial retirement, survivors, or disability benefit
from the United States or Chile under the agreement. Also
shown in Table 2 is the number of employees in each country
who, along with their employers, would no longer be subject
to dual Social Security coverage and taxation.
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Table 1.--Estimated additional costs to the U.S. and Chilean Social Security systems under a

propesed totalization agreement between the two countries,

(In millions)

figcal years 2001-2005

FPiscal year

2001

Additional costs to the U.S. Social Security system:

Increase in OASDI benefit payments... [§¥2]

Reduction in QOASDHI tax contributions 82

oAl i esiionssnusntanetoasoascsssarosnssenssossncns 2
Additional costs to the Social Security system of Chile:

Increase in benefit Payments .......cveeenesrecnonens 1

Reduction in tax contributions... 1

Total.. eer e Phremaaaa e 2

2002 2003
$1 $1
2 2
z 3
1 2
21 2
3 4

2004

«@
win B

N

1/ Less than $500,000.

Note: Totals may not eqgual the sums of the rounded components.

Table 2.--Estimated number of persons who would be affected by a proposed totalization agreement
between the United States and Chile, fiscal years 2001-2005

(In thousands)

Fiscal year

Number of persons receiving a totalized OASDI benefit
based in part on employment in Chile under the
proposed agreement (in current-pay status at

mid-year) .

Number of persons receiving a totalized Chilean
benefit based in part on employment in the United
States under the proposed agreement (in current-pay
status at mid-year).......iiiiiiriiariiteaiaacioaenians 0.5

Number of U.S. employees in Chile who, along
with their employers, would no longer make tax
contributions during the year to the Social Security
system of Chile....... et .. 0.4

Number of Chilean employees in the United States who,
along with their employers, would no longer make tax
contributions to the OASDHI Trust FundS............. e 0.2

2002 2003
0.3 0.3
1.0 : -1.4
0.4 0.4
0.2 0.2

2004

1.9

0.4

Social Security Administration

Office of the Chief Actuary

November 22,

1998



