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Washington, D.C.
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Washington, D.C.

GENTLEMEN: We have the honor of transmitting to you the 1985
Annual Report of the Board of Trustees. of the Federal Old-Age and
Survivors Insurance Trust Fund and the Federal Disability Insurance
Trust Fund (the 45th such report), in compliance with the provisions of
section 201(c)(2) of the Social Security Act.

Respectfully,
I 2tdle M_ﬁ:

ES A. BAKER, III, Secretary of the
Treasury, and Managing Trustee of the
Trust Funds.

FORD B. FORD, Under Secretary of
Labor, and Acting Trustee.

MARGAKXET M. HECKLER, Secretary of
Health and Human Services, and Trustee.

MARY F. FULLER, TZstee.

SUZANNE D. JAFFE, Trustee.

. Q% S,

MARTHA A. MCSTEEN, Acting
Commissioner of Social Security, and
Secretary, Board of Trustees.
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1985 ANNUAL REPORT OF THE BOARD OF TRUSTEES OF
THE FEDERAL OLD-AGE AND SURVIVORS INSURANCE
AND DISABILITY INSURANCE TRUST FUNDS

I. THE BOARD OF TRUSTEES

The Federal Old-Age and Survivors Insurance Trust Fund, estab-
lished on January 1, 1940, and the Federal Disability Insurance Trust
Fund, established on August 1, 1956, are held by the Board of Trustees
under the authority of section 201(c) of the Social Security Act. The
Board has five members, three of whom serve in an ex officio capacity—
the Secretary of the Treasury, the Secretary of Labor, and the Secretary
of Health and Human Services. The Social Security Amendments of
1983 (Public Law 98-21) provided for the addition of two public
members to the Board of Trustees. The President nominated Mary F.
Fuller and Suzanne D. Jaffe to be the two new members; they were
confirmed by the Senate on September 28, 1984, and will serve terms of
4 years.

By law, the Secretary of the Treasury is designated as the Managing
Trustee, and the Commissioner of Social Security is designated as the
Secretary of the Board. The Board of Trustees reports to the Congress
each year on the operations and status of the trust funds, in compliance
with section 201(c)2) of the Social Security Act. This annual report, for
1985, is the 45th such report.



II. HIGHLIGHTS

This section summarizes the more important developments since the
1984 Annual Report was transmitted to the Congress on April 5, 1984,
and describes the major features of this report.

Trust fund operations during fiscal year 1984

(a)  For the Old-Age and Survivors Insurance (OASI) and Disability
Insurance (DI) Trust Funds in fiscal year 1984, the combined
income was $178.5 billion, while the combined outgo was $178.2
billion. Thus, the combined assets of the trust funds increased by
$0.3 billion during the fiscal year. For the OASI Trust Fund,
separately, the income was $160.7 billion, and the outgo was
$159.8 billion; thus, the fund increased by $0.9 billion during the
fiscal year. For the DI Trust Fund, income and outgo were $17.7
billion and $18.4 billion, respectively, resulting in a decrease of
$0.6 billion during the fiscal year.

(b) At the end of September 1984, 36.3 million persons were
receiving monthly benefits under the OASDI program. In calen-
dar year 1984, an estimated 119 million workers had earnings on
which contributions were payable and which were creditable
toward benefits under the program.

© The invested assets of the OASI and DI Trust Funds, combined,
earned interest, excluding interest on advance tax transfers,
amounting to $2.6 billion during fiscal year 1984. The effective
annual rate of interest earned by the combined assets of the trust
funds, excluding advance tax transfers, during the 12 months
ending June 30, 1984, was 11.0 percent. During the same period,
the average interest rate on new securities purchased by the trust
funds was 11.9 percent.

(d  Administrative expenses for the OASDI program during fiscal
year 1984 were $2.2 billion, which is equal to 1.3 percent of
benefit payments during the year.

Financial status of the trust funds

To illustrate the operations of the trust funds under a broad range of
conditions, the financial projections in this report are based on four sets
of economic and demographic assumptions. Two sets of assumptions—
alternatives II-A and II-B—are designated “intermediate.” These inter-
mediate sets share the same demographic assumptions, but differ with
respect to economic assumptions; somewhat more robust growth in the
economy is assumed for alternative II-A than for alternative !I-B. One
set of assumptions—alternative I—is designated as “optimistic,” and
another—alternative III—is termed “pessimistic.” These sets of econom-
ic and demographic assumptions are so characterized depending on
whether they have a favorable or unfavorable effect on the financial
status of the trust funds, relative to the financial status based on the
intermediate sets.

The estimates in this report indicate that the assets of the OASI and
DI Trust Funds, on a combined basis, will be sufficient to permit the
timely payment of OASDI benefits well into the next century, on the
basis of all four sets of assumptions for which estimates are shown. For



the next 75 years, the OASDI program is estimated to be in close
actuarial balance, based on intermediate economic and demographic
assumptions. In the event of adverse experience, however. similar to that
illustrated by the pessimistic assumptions in this report, the DI program
could become unable to make timely benefit payments by the end of
1987. The current estimates for the DI program reflect the higher benefit
costs associated with Administration initiatives concerning the continu-
ing disability review process and the disability reforms that were enacted
into law in October 1984. If financial problems like those resulting from
the pessimistic assumptions were to become imminent in the short range,
however, they could be prevented from occurring by a reallocation of
contribution rates between OASI and DI. Such a change would not
involve any increases in total OASDI taxes, nor any reductions in
OASDI benefits.

The financial projections are described in detail for three time periods
of particular interest—short range, medium range, and long range. The
estimates for the various time periods can be summarized as follows:

(a)  Short range (1985-89)—On the basis of alternatives I, 1I-A, and
1I-B, the combined income of the OASI and DI Trust Funds is
estimated to exceed expenditures in every year of the short-range
projection period. The trust fund levels are estimated to be
relatively low, however, as a percentage of program outgo,
through 1987. Based on alternative III, relatively small declines
in the combined assets of the OASI and DI Trust Funds, as a
percentage of program outgo, are projected to occur through
about 1987.

On the basis of all four alternative sets of assumptions, the
estimated increases in the combined assets of the OASI and DI
Trust Funds would be sufficient to require the repayment of
amounts owed to the HI Trust Fund, as a result of interfund
borrowing which occurred in 1982. These repayments would be
made in accordance with procedures specified in the law.

(b) Medium range (1985-2009)—On the basis of the four alternative
sets of assumptions, average annual income of the OASDI
program during the 25-year projection period is estimated to
range from 12.58 to 12.66 percent of taxable payroll, while
average costs range from 9.44 to 11.85 percent. Thus, the
estimated medium-range actuarial balance is a surplus varying
from 0.82 to 3.14 percent of taxable payroll.

(¢) Long range (1985-2059)—For the 75-year projection period, the
estimated average annual income of the OASDI program ranges
from 12.79 to 13.15 percent of taxable payroll, depending on the
assumptions. The corresponding average cost ranges from 10.24
to 17.84 percent of taxable payroll. Thus, the estimated long-
range actuarial balance varies from a surplus of 2.55 percent of
taxable payroll, on the basis of alternative I, to a deficit of 4.69
percent of taxable payroll, on the basis of alternative III.

On the basis of alternative II-A, the estimated long-range actuari-
al balance is a surplus of 0.38 percent of taxable payroll. This
surplus consists of average annual surpluses of 2.42 and 0.09



percent of taxable payroll for the first and second 25-year
subperiods, respectively, and an average annual deficit of 1.38
percent for the third 25-year subperiod. On the basis of alterna-
tive II-B, the estimated long-range actuarial balance is a deficit of
0.41 percent of taxable payroll. This deficit consists of an average
annual surplus of 2.00 percent of taxable payroll for the first 25-
year subperiod, and average annual deficits of 0.78 and 2.46
percent for the second and third 25-year subperiods, respectively.
Both the small average surplus based on alternative II-A and the
small average deficit based on alternative II-B are within the
range of “close actuarial balance,” as defined in the section of this
report entitled “Actuarial Estimates.”

These 75-year estimates are subject to considerable uncertainty
and should be interpreted as indications of how the trust funds
would operate under present law if the assumed economic and
demographic conditions were to occur, rather than as precise
forecasts. Despite their inherent uncertainty, the long-range
projections, with their patterns of surpluses and deficits for the
various subperiods, provide a valuable picture of the long-range
financial obligations of the Social Security program and informa-
tion on how program costs would respond to changing
conditions.

Developments since the last annual report

(@

®)

An automatic benefit increase of 3.5 percent became effective for
December 1984. Effective for 1985, the contribution and benefit
base was increased from $37,800 to $39,600. Also, the annual
exempt amounts under the retirement earnings test were in-
creased from $5,160 to $5,400, for beneficiaries under age 65, and
from $6,960 to $7,320, for beneficiaries aged 65 through 69. (The
retirement earnings test does not apply to beneficiaries aged 70
and over.) The amount of earnings required to be credited with a
quarter of coverage was increased from $390 for 1984 to $410 for
1985. A copy of the notice announcing these changes is shown in
Appendix C,

The first repayments of the amounts lent to the OASI Trust Fund
in 1982, under the interfund borrowing provisions, were made on
January 31, 1985. Of the $5,081 million owed to the DI Trust
Fund before the repayment occurred, $2,540 million was repaid,;
of the $12,437 million owed to the HI Trust Fund, $1,824 million
was repaid.



I SOCIAL SECURITY AMENDMENTS SINCE THE 1984 REPORT

Since the 1984 Annual Report was transmitted to the Congress on
April 5, 1984, several laws affecting the OASDI program have been
enacted. The legislative changes having a significant effect on the
financial status of the program are described below.

The Deficit Reduction Act of 1984 (Public Law 98-369, enacted into
law on July 18, 1984) included several significant changes to the
Hospital Insurance (HI) program, and a number of relatively minor
changes to the OASDI program, including many technical corrections.
The most significant changes to the OASDI program were as follows:

1. The law provides an exception to the provision, which was
enacted in the Social Security Amendments of 1983 (Public Law
98-21, April 20, 1983), for mandatory Social Security coverage of
nonprofit organizations, effective January 1, 1984, The new law
allowed any church or qualified church-controlled organization
which is opposed for religious reasons to payment of Social
Security taxes to make an irrevocable election to have services
performed by its employees excluded from the definition of
employment, for Social Security purposes. Such election general-
ly must have been made before October 31, 1984. The employees
of an electing organization are deemed to be covered as self-
employed persons, with some minor differences from the usual
procedures applying to the self-employed.

2. Several provisions of the new law address situations involving
Federal employees who are covered by the Social Security
program under the provisions of the 1983 amendments. After
1983, Federal employees rehired after a break in service of 365
days or fewer will be excluded from Social Security coverage
only if their prior Federal employment was not covered. In
addition, previously noncovered Federal employees who return
to Federal service after being employed by an international
organization for more than 365 days will continue to be noncov-
ered. Employees of the legislative branch who cease to be
covered under the Civil Service Retirement (CSR) program after
December 31, 1983, will generally be covered under Social
Security. Finally, employees of certain quasi-governmental non-
profit organizations which are required by law to participate in
the CSR program will generally not be required to participate in
Social Security, unless they are hired after 1983.

The Social Security Disability Benefits Reform Act of 1984 (Public
Law 98-460, enacted into law on October 9, 1984) changed some of the
administrative procedures of the Disability Insurance program, especial-
ly those relating to the statutory requirement that the condition of
disabled beneficiaries be reviewed periodically. (This requirement was
first enacted in Public Law 96-265, June 9, 1980.) From a financial
standpoint, the following changes are the most significant:

1. The new law establishes a medical-improvement standard for
terminating disability benefits on the basis that the impairment is
no longer disabling. In general, benefits may be terminated only if
the individual is determined to be capable of engaging in



substantial gainful activity and (1) the beneficiary’s medical
condition has improved since the previous determination, or (2)
the individual has benefited from advances in medical or voca.
tional therapy or technology related to ability to work. The law
also permits benefits to be terminated when the individual is
actually engaging in substantial gainful activity, or when failure
to cooperate or fraud are involved.

2.  The temporary provision for continued payment of disability
benefits while a termination decision is being appealed (first
enacted in Public Law 97-455, January 12, 1983, and extended by
Public Law 98-118, October 11, 1983) is further extended. Under
the new law, beneficiaries who receive an initial termination
decision before 1988 may request benefit continuation through
the month preceding the month in which a decision is made by
an administrative law judge, or June 1988, if earlier.

3. The law requires the implementation of new procedures for
evaluating disability in cases involving mental impairments.

4.  The law provides that, in determining whether a person’s impair-
ments are of sufficient medical severity to be the basis of a
finding of eligibility for benefits, the combined effect of all the
impairments must be considered, regardless of whether any one
impairment, taken alone, would be considered sufficiently severe.

Public Law 98-604 (enacted into law on October 30, 1984) guaranteed
that an automatic cost-of-living adjustment of OASDI benefits would be
effective for December 1984, even if the applicable increase in the
Consumer Price Index (CPI) were less than the 3.0-percent level
required to trigger an increase under the permanent provisions of the
Social Security Act. (This guarantee was not necessary at the time the
law was signed, although it had earlier appeared to be needed; the
applicable increase in the CPI was 3.5 percent.) The law also requires
the Office of the Actuary, Social Security Administration, to study
possible changes to the automatic-adjustment provisions.

Public Law 98-617 (enacted into law on November 8, 1984) made two
changes to the public-pension offset, which reduces the OASDI benefits
of certain spouses and widow(er)s who are eligible for both OASDI
benefits and governmental pensions based on employment which was not
covered by Social Security. The first change extends the two-thirds
offset (which was first enacted in the 1983 amendments) to persons
eligible for governmental pensions before July 1983. Previously, the
OASDI benefit to such a person was offset by the entire pension
amount. The second change allows certain Federal employees and
retirees to qualify for the exceptions to the public-pension offset if they
were not eligible to receive tgeir Federal pension benefits until either
December 1982 or July 1983 and they were otherwise eligible for such
benefits in the prior month. (This change takes account of legislation
¢l:nacte(%l 1)n 1981 which delayed eligibility for Federal pension benefits by

month.

Details of these amendments can be found in documents prepared by
and for the Congress. In certain cases, estimates of the financial effects of
the new provisions can be found in these documents. The actuarial
projections shown in this report reflect the effects of these amendments.



IV. NATURE OF THE TRUST FUNDS

The Federal Old-Age and Survivors Insurance Trust Fund was
established on January I, 1940, as a separate account in the United States
Treasury. All the financial operations of the OASI program are handled
through this fund. The Federal Disability Insurance Trust Fund is
another separate account in the United States Treasury; it was estab-
lished on August 1, 1956. All the financial operations of the DI program
are handled through this fund.

The major sources of receipts of these two funds are (1) amounts
appropriated to each of them under permanent authority on the basis of
contributions paid by workers, their employers, and individuals with self-
employment income, in work covered by the OASDI program, and (2)
amounts deposited in each of them representing contributions paid by or
on behalf of workers employed by State and local governments and by
such employers with respect to wages covered by the program. All
employees, and their employers, in covered employment are required to
pay contributions with respect to their wages. Employees are required to
pay contributions with respect to all cash tips, but employers are
required to pay contributions on only that part of tip income deemed to
be wages under the Federal minimum-wage law. All self-employed
persons are required to pay contributions with respect to their covered
net earnings from self-employment. In addition to making the required
employer contributions on the earnings of covered Federal employees,
the Federal Government also pays amounts equivalent to the employer
and employee contributions that would be paid on deemed wage credits
attributable to military service performed after 1956 if such wage credits
were covered wages.

In general, an individual’s contributions, or taxes, are computed on
annual wages or net earnings from self-employment, or both wages and
net self-employment earnings combined, up to a specified maximum
annual amount. The contributions are determined first on the wages and
then on any net self-employment earnings, such that the total does not
exceed the annual maximum amount. An employee who pays contribu-
tions on wages in excess of the annual maximum amount (because of
employment with two or more employers) is eligible for a refund of the
excess employee contributions. The monthly benefit amount to which an
individual (or his or her spouse and children) may become entitled under
the OASDI program is based on the individual’s covered earnings over
his or her lifetime. In computing benefits for almost all persons who first
become eligible to receive benefits in 1979 or later, the earnings in each
year are indexed to take account of increases in average wage levels.
The maximum amount of earnings on which contributions are payable in
a year is also the maximum amount of earnings creditable for benefit-
computation purposes in that year (the contribution and benefit base).

The contribution rates, or tax rates, applicable in each calendar year,
and the allocation of the rates between the two trust funds, are shown in
table 1. For 1986 and later, the rates shown are those scheduled in
present law. The contribution and benefit bases are also shown in table 1.
The bases for 1975-78 were determined under the automatic-adjustment
provisions in section 230 of the Social Security Act. The bases for 1979-



81 were specified in the law, as amended in 1977. The bases for 1982-85
were again determined under the automatic-adjustment provisions, as
will be the bases in 1986 and later.

TABLE 1.—CONTRIBUTION AND BENEFIT BASE AND CONTRIBUTION RATES

Contribution rates (percent)
Contributh - .
and beneft _EMPloyees and employers, each Sett-employed

base OASDI OASI Di OASDI OAS| Di

$3,000 1.000 1.000 - —_ - -

3,000 1.500 1.500 - -— —_ -—

3,600 1.500 1.500 — 2.2500 2.2500 -

3,600 2.000 2.000 -— 3.0000 3.0000 -

4,200 2.000 2.000 - 3.0000 3.0000 -
4,200 2.250 2.000 0.250 3.3750 3.0000 0.3750
4,800 2.500 2.250 250 3.7500 3.3750 3750
4,800 3.000 2.750 250 4.5000 4.1250 3750
4,800 3.125 2.875 .250 4.7000 4.3250 3750
4,800 3.625 3.375 .250 5.4000 5.0250 3750
6,800 3.850 3.500 350 5.8000 5.2750 5250
8,800 3.900 3.550 .350 5.8000 5.3750 5250
7,800 3.800 3.325 475 5.8000 5.0875 7125
7,800 4.200 3.725 475 6.3000 5.5875 7125
7,600 4.200 3.650 550 6.3000 5.4750 8250
7,800 4.800 4.050 550 8.8000 6.0750 8250
9,000 4.600 4.050 550 6.8000 6.0750 8250
10,800 4.850 4.300 550 7.0000 8.2050 7050
13,200 4.950 4.375 575 7.0000 6.1850 8150
14,100 4,950 4.375 575 7.0000 6.1850 8150
15,300 4.950 4375 575 7.0000 6.1850 8150
16,500 4.950 4.375 575 7.0000 6.1850 8150
17,700 5.050 4.275 775 7.1000 6.0100 1.0800
,900 5.080 4.330 750 7.0500 6.0100 1.0400
25,900 5.080 4.520 560 7.0500 8.2725 775
20,700 5.350 4.700 850 8.0000 7.0260 9750
32,400 5.400 4.575 825 6.0500 8.8125 1.2375
35,700 5.400 4.775 825 8.0500 7.1125 8375
37,800 5.700 5.200 .500  11.4000  10.4000 1.0000
39,600 5.700 5.200 500 114000 10.4000 1.0000
") 5.700 5.200 500  11.4000 10.4000 1.0000
" 68.060 5.530 530 121200 11.0800 1.0800
68.200 5.600 800 124000 11.2000 1.2000
[ 6.200 5.490 710 124000  10.9800 1.4200

‘In 1984 only, an immediate tax credit of 0.3 percent of covered wages was aliowed against the OASDI contributions
paid by employees, resulting in an effective contribution rate of 5.4 percent (as compared to the employer rate of 5.7
percent). Similar credits of 2.7 p 2.3 d 2.0 are allowed against the combined OASDI and HI

, 2.3 p t, and 2.
contributions on net earnings from self-employment in 1984, 1985, and 1986-89, respectively.
*Subject to L

¥

All contributions are collected by the Internal Revenue Service and
deposited in the general fund of the Treasury, except for amounts
received under State agreements (to effectuate coverage under the
program for State and local government employees), which are depos-
ited directly in the trust funds. The deposits in the general fund are
automatically aptpropriated to the trust funds on an estimated basis. The
€xact amount of contributions received is not known initially because
contributions under the OASDI and HI programs and individual income
taxes are not separately identified in collection reports received by the
Department of the Treasury. Periodic adjustments are subsequently
made to the extent that the estimates are found to differ from the
amounts of contributions actually payable as determined from reported



earnings. Adjustments are also made to account for any refunds to
employees (with more than one employer) who paid contributions on
wages in excess of the contribution and benefit base.

Prior to May 1983, the contributions collected by the Internal
Revenue Service were transferred to the trust funds immediately upon
receipt. Beginning in May 1983, estimated total collections for each
month are credited to the trust funds on the first day of the month. As
the actual collections are received during the month, they are deposited
in the general fund of the Treasury and remain there. The trust funds
pay interest to the general fund to reimburse it for the interest costs
attributable to these advance transfers.

In 1984 only, an immediate tax credit of 0.3 percent of covered wages
was allowed against the OASDI contributions paid by employees,
resulting in an effective contribution rate of 5.4 percent (as compared to
the employer rate of 5.7 percent). The appropriations of contributions to
the trust funds, however, were based on a combined employee-employer
rate of 11.4 percent, as if the credit for employees did not apply. Similar
credits of 2.7 percent, 2.3 percent, and 2.0 percent are allowed against
the combined OASDI and HI contributions on net earnings from self-
employment in 1984, 1985, and 1986-89, respectively. The appropriations
of contributions to the trust funds, however, are based on the contribu-
tion rates, before adjustment for the credit, that apply in each year. After
1989, self-employed persons will be allowed a deduction, for purposes of
Federal income taxes, equal to half of the combined OASDI and HI
?ontributions payable, but this will not affect appropriations to the trust
unds.

Beginning in 1984, a portion (not more than one-half) of OASDI
benefits are subject to Federal income taxation under certain circum-
stances. The proceeds from this taxation of benefits are credited to the
trust funds, in advance, on an estimated basis, at the beginning of each
calendar quarter, with no reimbursement to the general fund for interest
costs attributable to the advance transfers. Subsequent adjustments are
made based on the actual amounts as shown on annual income tax
records. The amounts appropriated from the general fund of the
Treasury are allocated to the OASI and DI Trust Funds on the basis of
the income taxes paid on the benefits from each fund.

Another source of income to the trust funds is interest received on
investments held by the trust funds. That portion of each trust fund
which, in the judgment of the Managing Trustee, is not required to meet
current expenditures for benefits and administration is invested, on a
daily basis, in interest-bearing obligations of the U.S. Government
(including special public-debt obligations described below), in obligations
guaranteed as to both principal and interest by the United States, or in
certain federally sponsored agency obligations that are designated in the
laws authorizing their issuance as lawful investments for l%ct'll:ciary and
trust funds under the control and authority of the United States or any
officer of the United States. These obligations may be acquired on
original issue at the issue price or by purchase of outstanding obligations
at their market price.
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The Social Security Act authorizes the issuance of special public-debt
obligations for purchase exclusively by the trust funds. The Act provides
that these obligations shall bear interest at a rate equal to the average
market yield (computed on the basis of market quotations as of the end
of the calendar month next preceding the date of such issue) on all
marketable interest-bearing obligations of the United States then forming
a part of the public debt which are not due or callable until after the
expiration of 4 years from the end of such calendar month.

The major expenditures of the OASI and DI Trust Funds are for ¢))
OASDI benefit payments, net of any reimbursements from the general
fund of the Treasury for unnegotiated benefit checks, and (2) expenses
incurred by the Department of Health and Human Services and by the
Department of the Treasury in administering the OASDI program and
the provisions of the Internal Revenue Code relating to the collection of
contributions. Such administrative expenses include expenditures for
construction, rental and lease, or purchase of office buildings and related
facilities for the Social Security Administration. The Social Security Act
does not permit expenditures from the OASI and DI Trust Funds for
any purpose not related to the payment of benefits or administrative
costs for the OASDI program.

The income and expenditures of the trust funds are also affected by
the provisions of the Railroad Retirement Act which provide for a
system of coordination and financial interchange between the Railroad
Retirement program and the Social Security programs. Under these
provisions, transfers between the Railroad Retirement Account and the
trust funds are made on an annual basis in order to place each trust fund
in the same position in which it would have been if railroad employment
had always been covered under Social Security.

Several other provisions in the Social Security Act also affect the
income and expenditures of the trust funds. Income is affected by
provisions for (1) transfers between the general fund of the Treasury and
the OASI and DI Trust Funds for any adjustments to prior reimburse-
ments for the cost arising from the granting of noncontributory wage
credits for military service prior to 1957, according to periodic determi-
nations made by the Secretary of Health and Humarn Services (the
estimated future cost of such wage credits was paid in a lump sum on
May 20, 1983, in accordance with section 151 of Public Law 98-21); (2)
annual reimbursements from the general fund of the Treasury to the
OASI Trust Fund for any costs arising from the special monthly cash
payments to certain uninsured persons—i.e., those who attained age 72
before 1968 and who generally are not eligible for cash benefits under
other provisions of the OASDI program; and (3) the receipt of
unconditional money gifts or bequests made for the benefit of the trust
funds or any activity financed through the funds. In addition to the
payment of cash benefits and administrative expenses from the trust
funds, expenditures are authorized for the costs of vocational rehabilita-
tion services furnished as an additional benefit to disabled persons
receiving cash benefits because of their disability where such services
contributed to their successful rehabilitation.
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The net worth of facilities and other fixed capital assets is not carried
in the statements of the operations of the trust funds presented in this
report. This is because the value of fixed capital assets does not represent
funds available for the payment of benefits or administrative expendi-
tures, and therefore is not considered in assessing the actuarial status of
the trust funds.

The Social Security Act authorizes borrowing among the OASI, DI,
and HI Trust Funds when necessary “to best meet the need for financing
the benefit payments” from the three funds. The timing and amounts of
the loans are largely at the discretion of the Managing Trustee, although
no loans can be made after 1987. Loans may not be made from a trust
fund if its assets (excluding any amounts borrowed) represent less than
10 percent of its current annual rate of expenditures. The law also
specifies that interest on borrowed amounts will be paid monthly at a
rate “equal to the rate which the lending Trust Fund would earn on the
amount involved if the loan were an investment.”

In this report, the assets of a trust fund include any amounts owed to
other trust funds. The assets of a trust fund to which amounts are owed
do not include such amounts. This procedure is followed because
borrowed amounts are available for the payment of benefits or other
obligations of the borrowing fund, while such amounts are not readily
available to the lending fund.

At the end of each year through 1988, if the combined assets of the
OASI and DI Trust Funds exceed 15 percent of the estimated outgo in
the next year, such excess over 15 percent must be used to repay any
" amounts owed to the HI Trust Fund. The same rule applies to loans
from the OASI and DI Trust Funds to the HI Trust Fund, although no
such loans are anticipated. In any case, all interfund loans must be
completely repaid before 1990.
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V. SUMMARY OF THE OPERATIONS OF THE OLD-AGE AND
SURVIVORS INSURANCE AND DISABILITY INSURANCE TRUST
FUNDS, FISCAL YEAR 1984
A. OLD-AGE AND SURVIVORS INSURANCE TRUST FUND

A statement of the income and disbursements of the Federal Old-Age
and Survivors Insurance Trust Fund in fiscal year 1984 and of the assets

of the fund at the beginning and end of the fiscal year is presented in
table 2.

TABLE 2.—STATEMENT OF OPERATIONS OF THE OASI TRUST FUND
DURING FISCAL YEAR 1984

[In thousands]
Total assets!, Sep 30, 1983 $26,600,674
Receipts:
Appropriations:
Employment taxes $137,643,768
Tax credits 3,807,922
Total appropriat EEDECE N
Deposits arising from State ag 14,915,803
Payments from | fund of the Treasury represenﬂnﬁ employee-
employer col ions on deemed wage credits for military service in
1984 and adjustments for S6viCe in Prior YBArs.....................cccweeremmeercresene 782,000
Lots oo the generai fund of the 7 for contribuitions subject 156.848.523
@88 payment to Teasury for contributions sul
to refund 206,050
Net 8. 158,553,473
income from taxation of benefit payments:
Withheld from benefit payments to non-resident aliens.................coe...c....... 63,157
Ali other, not subject to withhokling 2,069,000
A Total income from ”mndo;' b;ge_lf_itx ; ; " 2,132,157
eimbursement from general reasury for costs of payments
uninsured persons who attained age 72 before 1968:
Benefit pay 98,287
Administrative exp 733
Inter 25,494
Total reimb 124,514
Investment income and interest adjustments:
! onir ts 2,759,587
Interest on interfund transfers due to adjustment in allocation of adminis-
trative expenses and construction costs 1,614
Interest on general fund payments for adjustment to deemed wage credits
for military service in 1957-83 1,732,000
Gross inveéstment income and i adjustments T 4493201
Less interest on interfund loans from Df and HI Trust Funds ... 1,882,515
Less interest on general fund advance tax 882,851
Less interest on transfers to the general fund account for the Supplemen-
tal Security income program due to adjustment in allocation of adminis-
trative exper 9,323
Net investment income and interest adj 1,018,513
ifts 158

Total ip 160,728,814
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TABLE 2.--STATEMENT OF OPERATIONS OF THE OASI TRUST FUND
DURING FISCAL YEAR 1984 (Cont.)
(in thousands]

Disbursements:

Benefit payments:
Grospa. benefit pay $156,582,148
Less collected overpayments 736,542
Less reimb 1t for gotiated check 21,000
Net benefit pay $155,824,805
Transfer to Rallroad m A nt 2,404,002
Payment for costs of vocational rehabilitation services for disabled
beneficiaries:
For current fiscal year 109
For prior fiscal years. 5,845
Total payment for costs of vocational rehabilitation services.................. 6,054
Administrative expenses:
g'i ;e:_lr‘th and Human Servi 1.1%;.%:
Department reasury X
Construction of facilities for Social Security Administrati 32,417
Less reimtx s from g | fund of the Treasury for costs of
furnishing information on deferred vested pension benefits 95
Less receipts from sales of supplies, materials, etc. 133
Net i ive expenses 1,585,237
Total disb ns 159,819,809
Net i in assets 908,915
Total assets*, September 30, 1984 27,569,588

1Assets include amounts, totaling $17,518,523,025.38, lent to the OASI Trust Fund from the DI and HI Trust Funds.

Note: Totals do not necessarily equal the sums of rounded components.

The total assets of the OASI Trust Fund amounted to $26,661 million
on September 30, 1983. During fiscal year 1984, total receipts amounted
to $160,729 million, and total disbursements were $159,820 million. The
assets of the OASI Trust Fund thus increased by $909 million during the
year, to a total of $27,570 million on September 30, 1984.

Included in total receipts during fiscal year 1984 were $141,152 million
representing contributions appropriated to the fund (including transfers
of $3,608 million from the general fund of the Treasury to offset the tax
credits allowed against contributions due on 1984 earnings of employees
and self-employed persons). Also included in total receipts were $14,916
million representing amounts received by the Secretary of the Treasury
in accordance with State agreements for coverage of State and local
government employees and deposited in the trust fund. Another $782
million was received from the general fund of the Treasury representing
payments for (1) the contributions that would have been paid on deemed
wage credits for military service in 1984 if such credits had been
considered to be covered wages, and (2) an adjustment to such
contributions on deemed wage credits for military service in 1957-83. As
an offset, $296 million was transferred from the trust fund to the general
fund of the Treasury for the estimated amount of refunds to employees
who worked for more than one employer during a year and paid
contributions on wages in excess of the contribution and benefit base.

Net contributions (including the general fund payments for deemed
military-service wage credits and tax credits) amounted to $156,553
million, an increase of 15.0 percent over the amount in the preceding
fiscal year. This level of growth in contribution income resulted
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primarily from the net effects of (1) the higher level of earnings in
covered employment; (2) the increases in the OASI contribution rates
for employees, employers, and self-employed persons that became effec-
tive on January 1 of each year 1983 and 1984; (3) the increases in the
contribution and benefit base that became effective on January 1 of each
year 1983 and 1984; and (4) the decrease in the general fund transfer
attributable to deemed wage credits for military service after 1956.
(Table 1 in the preceding section shows the contribution rates and the
contribution and benefit bases that became effective for 1983 and 1984.)

Income from the taxation of benefits amounted to $2,132 million, of
which 97 percent represented amounts credited to the OASI Trust Fund
in advance, on an estimated basis, at the beginning of each calendar
quarter. The first such amount credited to the fund was on January 1,
1984. The remaining 3 percent of the total income from taxation of
benefits represented amounts withheld from the benefits paid to non-
resident aliens, beginning with their checks issued on January 3, 1984.

Reference has been made above and in earlier sections to provisions of
the Social Security Act under which the OASI and DI Trust Funds
receive payments from the general fund of the Treasury (retroactive to
1957) representing contributions that would be payable if deemed wage
credits for military service after 1956 were covered wages. The first
such payment, on May 20, 1983, represented contributions, accumulated
with interest, on deemed wage credits for military service in 1957-83.
The payment was adjusted for the value of past reimbursements for the
costs associated with such credits. On June 1, 1984, an additional
payment of $2,198 million was made to reflect revisions in the amounts
for 1957-83. This payment was the sum of $466 million in principal and
$1,732 million in interest. A payment in July 1984, amounting to $316
million, was the first of the series of annual payments representing
contributions on deemed wage credits granted for current military
service.

Special payments are made to uninsured persons who either attained
age 72 before 1968, or who attained age 72 after 1967 and had 3 quarters
of coverage for each year after 1966 and before the year of attainment of
age 72. The costs associated with providing such payments to persons
having fewer than 3 quarters of coverage are reimbursable from the
general fund of the Treasury. Accordingly, a reimbursement of $125
million was transferred to the OASI Trust Fund in fiscal year 1984, as
required by section 228 of the Social Security Act. The reimbursement
reflected the costs of payments made in fiscal year 1982 and adjustments
in the costs of payments made in prior fiscal years.

The OASI Trust Fund received $157,574 in gifts in fiscal year 1984
under the provisions authorizing the deposit of money gifts or bequests
in the OASI and DI Trust Funds.

The remaining $1,919 million of receipts consisted of (1) interest on
the investments of the trust fund; (2) interest on the general fund
transfers for adjustments to deemed wage credits granted for military
service in 1957-83 (as described previously); and (3) interest on adjust-
ments in the allocation of administrative expenses and construction costs
for the prior fiscal year. These interest amounts were partially offset by
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interest paid on amounts owed to the DI and HI Trust Funds as a result
of interfund borrowing which occurred in fiscal year 1983, and by
payments from the trust fund to the general fund of the Treasury for its
interest costs resulting from the advance transfer of contributions.

Of the $159,820 million in total disbursements, $155,825 million was
for net benefit payments, excluding collected overpayments of $737
million and the reimbursement of $21 million for unnegotiated benefit
checks. This represents an increase of 5.3 percent over the correspond-
ing amount for benefit payments in fiscal year 1983. This increase was
due primarily to (1) the automatic cost-of-living benefit increase of 3.5
percent which became effective for December 1983 under the automatic-
adjustment provisions in section 215(i) of the Social Security Act, and
(2) increases in the total number of beneficiaries and in the average
benefit amounts resulting from the rising level of earnings.

As described in the preceding section, certain provisions of the
Railroad Retirement Act coordinate the Railroad Retirement and OASI
programs and govern the financial interchanges arising from the alloca-
tion of costs between the two programs. In accordance with these
provisions, the Railroad Retirement Board and the Secretary of Health
and Human Services determined that a transfer of $2,246 million to the
Railroad Retirement Account from the OASI Trust Fund would place
this trust fund in the same position as of September 30, 1983, in which it
would have been if railroad employment had always been covered under
the Social Security Act. A total amount of $2,404 million was trans-
ferred to the Railroad Retirement Account in June 1984, including
interest to the date of transfer amounting to $158 million.

Expenditures of the OASI program for the costs of vocational
rehabilitation services amounted to $6,054,296. Rehabilitation services
were furnished to disabled adults (children of old-age beneficiaries and
survivors of deceased insured workers) who were receiving monthly
benefits from the OASI Trust Fund because of their disabilities. The
reimbursement by the trust funds for such services is limited to certain
cases where a return to substantial gainful activity results (at least in
part) from the rehabilitation services.

The remaining $1,585 million of disbursements from the OASI Trust
Fund represents net administrative expenses. The expenses of admin-
istering the programs financed through the four trust funds (the OASI,
DI, HI, and Supplementary Medical Insurance Trust Funds) are allo-
cated and charged directly to each trust fund on the basis of provisional
estimates. Similarly, the expenses of administering the Supplemental
Security Income program are also allocated and charged directly to the
general fund of the Treasury on a provisional basis. Periodically, as
actual experience develops and is analyzed, adjustments to the alloca-
tions of administrative expenses and costs of construction for prior
periods are effected by interfund transfers, including transfers between
the OASI Trust Fund and the general fund account for the Supplemen-
tal Security Income program, with appropriate interest adjustments.

Section 1131 of the Social Security Act authorizes annual reimburse-
ments from the general fund of the Treasury to the OASI Trust Fund
for additional administrative expenses incurred as a result of furnishing
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information on deferred vested benefits to pension plan participants, as
required by the Employee Retirement Income Security Act of 1974
(Public Law 93-406). The reimbursement in fiscal year 1984 amounted to
$95,228.

Net administrative expenses charged to the OASI and DI Trust Funds
in fiscal year 1984 totaled $2,170 million. (The operations of the DI
Trust Fund are presented in detail in the next subsection.) This amount
represented 1.3 percent of contribution income and 1.3 percent of
expenditures for benefit payments. Corresponding percentages for each
of the last 5 years for the OASDI program as a whole and for each trust
fund separately are shown in table 3.

TABLE 3.—RELATIONSHIP OF NET ADMINISTRATIVE EXPENSES OF THE OASDI PROGRAM TO
CONTRIBUTION INCOME AND BENEFIT PAYMENTS, BY TRUST FUND, FISCAL YEARS 1980-84

OASI Trust Fund— Di Trust Fund—
Total— Administrative expenses  Administrative exp A i P
as a percentage of — as a percentage of— as a percentage of—

Toi:lon contribu- Total benefit Conqibuﬁon Benefit Contpbuﬁon Benefit

Ppay pvay pay

Fiscal year
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Reference has been made in an earlier section to provisions of the
Social Security Act authorizing interfund borrowing among the OASI,
D], and HI Trust Funds. In fiscal year 1983, $17,519 million was lent to
the OASI Trust Fund under these provisions—$5,081 million from the
DI Trust Fund and $12,437 million from the HI Trust Fund. Neither
repayments nor new interfund loans were made in fiscal year 1984. Thus,
these amounts were still owed to the DI and HI Trust Funds at the end
of the year.

In table 4, the actual amounts of contributions and benefit payments in
fiscal year 1984 are compared with the corresponding estimated amounts
which appeared in the 1983 and 1984 Annual Reports. The estimates
shown are the ones based on the alternative II-B set of assumptions from
each report. The actual experience for each trust fund was quite close,
relatively, to the estimates in the 1984 Annual Report. Actual OASI and
DI contributions were slightly greater than estimated in the 1983 Annual
Report, due primarily to growth in the economy that exceeded expecta-
tions. Actual DI benefit payments, however, were also somewhat above
the 1983 estimates, primarily as a result of the disability reform initiatives
announced by the Secretary of Health and Human Services in June 1983,
and certain court orders and moratoria affecting the processing of
continuing disability reviews. With respect to contribution income, the
difference between estimated and actual experience would have been
larger if the assumed inflation rate had been as low as the actual rate.

Reference was made in an earlier section to the appropriation of
contributions to the trust funds on an estimated basis, with subsequent
periodic adjustments to account for differences from the amounts of
contributions actually payable on the basis of reported earnings. In
interpreting the figures in table 4, it should be noted that the “actual”
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amount of contributions in fiscal year 1984 reflects the aforementioned
adjustments to contributions for prior fiscal years. The “estimated”
contributions in fiscal year 1984 also include the adjustments for prior
years but on an estimated basis.

TABLE 4.—COMPARISON OF ACTUAL AND ESTIMATED OPERATIONS OF THE OASI AND DI
TRUST FUNDS, FISCAL YEAR 1984
[Amounts in millions)

OAS! Trust Fund Ol Trust Fund
Net Benefit Net Benefit
contributions  payments! contributions  payments*
Actual amount $156,553 $155,831 $16,384 $17,772
Estimated amount published in 1983 report ........ $155,183 $155,546 . $16,280 $17,134
Actual as percentage of estimate......... 100.9 100.2 100.7 103.7
Estimated amount published in 1984 report ....... $157,275 $156,509 $16,442 $17,705
Actual as percentage of esti 99.5 89.6 99.7 100.4

‘Includes payments for vocational rehabilitation services furnished to disabled persons receiving benefits because of
their disabilities.

At the end of fiscal year 1984, about 36.3 million persons were
receiving monthly benefits under the OASDI program. About 32.5
million of these persons were receiving monthly benefits from the OASI
Trust Fund. The distribution of benefit payments (before reflecting the
reimbursement for unnegotiated checks) in fiscal years 1983 and 1984, by
type of beneficiary, is shown in table 5. Approximately 77 percent of the
total benefit payments from the OASI Trust Fund in fiscal year 1984
represented monthly benefits to retired workers and their spouses and
children, and about 17 percent represented monthly benefits to aged
survivors and disabled widows and widowers of deceased workers.
Approximately 6 percent of the benefit payments represented monthly
benefits on behalf of children of deceased workers and monthly benefits
to widowed mothers and fathers who had such children in their care.

TABLE 5.—ESTIMATED DISTRIBUTION OF BENEFIT PAYMENTS FROM THE OASI TRUST FUND,
' BY TYPE OF BENEFICIARY AND PAYMENT, FISCAL YEARS 1983 AND 1984
{Amounts in millions]

Fiscal year 1983 Fiscal year 1984

Percentage Percentage

Amount of total  Amount of total

Total $148,312 100.0 $155,846 100.0

Monthly benefits 148,106 99.9 155,632 99.9

Retired workers and AUXIlIANOS ..............cccrerermenenenniseise 112,914 76.1 119,366 76.8

Retired workers 102,533 69.1 108,495 69.6

Wives and husbands 9,224 6.2 9,731 6.2

Children 1,157 08 1,141 0.7

Survivors of deceased WOKErS.............ccmmcrsesenainsaris 35,102 237 36,192 23.2

Aged wi and wil ] 24,792 16.7 26,475 17.0

Disabled wi and wid . 348 0.2 380 0.2

Parents 58 (9] 54 9]

Children 8,029 54 7,803 5.0
Widowed mothers and fathers caring for child

beneficiari 1,877 13 1,478 0.9

Uninsured persons generally aged 72 before 1968......... 89 0.1 74 [Q]

Lump-sum death payments 206 0.1 214 0.1

1Leas than 0.05 percent.

Note: Totals do not necessarily equal the sums of rounded components.
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The assets of the OASI Trust Fund at the end of fiscal year 1984
totaled $27,570 million, consisting of $27,224 million in U.S. Government
obligations and an undisbursed balance of $346 million. Table 6 shows
the total assets of the fund and their distribution at the end of each fiscal
year 1983 and 1984.

TABLE 6.—ASSETS OF THE OASI TRUST FUND, BY TYPE, AT END OF FISCAL YEAR,
1883 AND 1984

September 30, 1983 September 30, 1984

Obligations sold only to the trust funds (special issues):
tes of indebtedness:

koo 1t
124-percen
Bonds:

$7,421,193,000.00 —

104-percent, 1984 3,770,272,000.00 —
104-percent, 1985 1,022,231,000.00 —
104-percent, 1986 1,022,231,000.00 —_
104-percent, 1987 1,022,231,000.00 —
104-percent, 1988 1,022,231,000.00 —
104-percent, 1889 1,022,231,000.00 154,934,000.00
104-percent, 1990 1,022,231,000.00 1,022,231,000.00
104-percent, 1991 1,022,231,000.00 1,022,231,000.00
104-percent, 1992 1,022,231,000.00 1,022,231,000.00
104-percent, 1993 1,022,231,000.00 1,022,231,000.00
104-percent, 1994 1,022,231,000.00 1,022,231,000.00
104-percent, 1995 1,022,231,000.00 1,022,231,000.00
10§-percent, 1996 1,022,231,000.00 1,022,231,000.00
10§-percent, 1997 1,022,230,000.00 1,022,230,000.00
104-percent, 1996 1,022,230,000.00 1,022,230,000.00
134-percent, 1885 — 3,770,272,000.00
13¢-percent, 1886 — 371,341,000.00
13§-percent, 1989 — 1,336,881,000.00
134-percent, 1990 - 469,684,000.00
133-percent, 1991 —_ 469,684,000.00
134-percent, 1992 -_— 460,684,000.00
134-percent, 1993 -~ 469,684,000.00
13]-percent, 1994 —_ 469,684,000.00
133-percent, 1995 — 469,684,000.00
134-percent, 1998 - 469,684,000.00
13%-percent, 1097 — 469,685,000.00
134-percent, 1998 — 469,685,000.00
133-percent, 1999 — 1,491,915,000.00
Total investments 25,502,697,000.00 27,223,772,000.00
Undisbursed balances. 1,157,976,874.71 345,816,750.91
Total assets 26,660,673,874.71  27,569,588,750.91

Note: Special issucs are always
redeemed prior to maturity.
wvalue is shown above.

urchased at their initial issue, at par value, and are redeemable at par value even if
fore, book value and par value are the same for each special issue, and the common

The amount of securities acquired during fiscal year 1984 exceeded the
amount redeemed by $1,721 million. New securities with a total par
value of $187,338 million were acquired during the fiscal year through
the investment of receipts and the reinvestment of funds made available
from the redemption of securities. The par value of securities redeemed
during the fiscal year was $185,617 million. Included in these amounts
are $170,544 million in certificates of indebtedness that were acquired,
and $171,294 million in certificates of indebtedness that were redeemed.

The effective annual rate of interest earned by the assets of the OASI
Trust Fund during the 12 months ending on June 30, 1984, was 11.1
percent. (This period is used, rather than the fiscal year, because interest
on special issues is paid semiannually on June 30 and December 31.) The
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interest rate on special issues purchased by the trust fund in June 1984
was 13.75 percent, payable semiannually. Special-issue bonds with a total
par value of $16,794 million were purchased in that month. Although the
interest rate on Treasury bonds is generally limited by law to 4} percent,
the law authorizes the issuance of bonds to the trust funds at rates of
interest exceeding 4} percent.

Section 201(d) of the Social Security Act provides that the public-debt
obligations issued for purchase by the OASI and DI Trust Funds shall
have maturities fixed with due regard for the needs of the funds. The
general practice in the past has been to spread the maturity dates for the
holdings of special issues as nearly as practicable in equal amounts over a
15-year period. In recent years, however, a somewhat different proce-

‘dure has been followed. In these years, maturity dates on new issues
were set by first providing for specific cash-flow requirements in the
immedjate future (including the anticipated repayment of interfund
loans) and then setting maturity dates for any remaining new issues so
that the total portfolio would be distributed as evenly as possible over a
15-year period. For example, on June 30, 1984, as part of the purchase of
new special-issue bonds, $3,770 million was set aside in a special 1-year
bond in anticipation of a possible partial repayment of amounts lent to
the OASI Trust Fund on December 31, 1982. Excluding $3,770 million
of the bond issues maturing June 30, 1985, the remaining amounts of the
special-issue bonds purchased on June 30, 1984, were selected so that the
holdings of special issues were spread evenly over the 15-year period
1985-99.
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B. DISABILITY INSURANCE TRUST FUND

A statement of the income and disbursements of the Federal Disability
Insurance Trust Fund during fiscal year 1984 and of the assets of the
fund at the beginning and end of the fiscal year is presented in table 7.

TABLE 7.—STATEMENT OF OPEFIATIONS"OF THE DI]TF!UST FUND DURING FISCAL YEAR 1984
n thousands;

Total assets*, Sep 30, 1983 $5,289,529
Receipts:
Contributions:
Appropriations:
Employ taxes $14,375,865
Tax credits 346,339
Total appropriations 14,722,204
P Gﬁ":‘nﬂ ko sl'::r.;d':i the Ti employee- 1.616.288
'ayments from general reasury representi
employer contributions on deemed w: credits for r:ﬂnary service in
1884 and adjustments for service in YBAS.......coricrcnrerenracinnsrrereenennns 82,000
Gross contributions 16,432,490
meaynmuomegelwhmdoimeTmsuryioroonmmubhct
to refund 38,750
Net ibutions. 16,393,740
Income from taxation of benefit payments:
Withheld from benefit payments to non-resident aliens................................ 3,147
All other, not subject to withholding 140,000
Total income from taxation of benefits. 143,147
investment income and interest adjustments:
Int on i 555,789
Interest on interfund due to adj 1t in allocation of adminis-
trative expenses and truction costs 2,131
Interest on general fund pay for adju to d wage
credits for military service in 1957-83 168,000
Interest on loan to OASI Trust Fund 545,508
Gross investment income and | dj 1,272,428
Less interest on general fund advance tax 77,280
Net investment income and interest adj. 1,195,138
Total ip 17,732,025
Disbursements:
Benefit payments:
Gross benefit  pay 17,624,614
Less colk overpay 88,
Less reimbx it for unnegotiated ch 3,000
Net benefit payments 17,732,324
Transfer to Railroad Reti  Account 21,620
Payment for costs of vocational rehabilitation services for disabled
beneficiaries:
For fiscal year 731
For prior fiscal years ,208
Total payment for costs of vocational rehabilitation services. 40,029
Administrative expenses:
Department of Health and Human Services. 561,960
Department of the Treasury 21,634
Construction of facilities for Social Security AdMINISITEEON.......................... 1,567
Gross administrative %x?ensea 585,081
Less receipts from sales of supplies, materials, etc....
Net admini expenses 584,003
Total Gisbursements i6a78,087
Net increase in assets -848,942

Total assets’, Sep 30, 1984

4,842,587

'Asscts exclude amounts, totaling $3,081,252,899.48, lent to the OASI Trust Fund.

Note: Totals do not necessarily equal the sums of rounded components.

The total assets of the DI Trust Fund amounted to $5,290 million on
September 30, 1983. During fiscal year 1984, total receipts amounted to
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$17,732 million, and total disbursements were $18,379 million. The assets
of the trust fund thus decreased by $647 million during the year, to a
total of $4,643 million on September 30, 1984.

Included in total receipts were $14,722 million representing contribu-
tions appropriated to the fund (including transfers of $346 million from
the general fund of the Treasury to offset the tax credits allowed against
contributions due on 1984 earnings of employees and self-employed
persons), $1,618 million representing amounts received by the Secretary
of the Treasury in accordance with State coverage agreements and
deposited in the fund, and $92 million in payments from the general fund
of the Treasury representing (1) the contributions that would have been
paid on deemed wage credits for military service in 1984 if such credits
had been considered to be covered wages, and (2) an adjustment to such
contributions on deemed wage credits for military service in 1957-83. As
an offset, $39 million was transferred from the trust fund to the general
fund of the Treasury for the estimated amount of refunds to employees
who worked for more than one employer during a year and paid
contributions on wages in excess of the contribution and benefit base.

Net contributions amounted to $16,394 million, a decrease of 13.9
percent from the amount for the preceding fiscal year. This decrease is
primarily attributable to the decreases in the DI contribution rates for
employees and employers that became effective on January 1 of each
year 1983 and 1984. The change in the level of contributions also reflects
the same factors, insofar as they apply to the DI program, that
accounted for the change in contributions to the OASI Trust Fund
(described in the preceding subsection).

Income from the taxation of benefit payments amounted to $143
million.

The remaining $1,195 million of receipts consisted of interest on the
investments of the fund, plus net interest on amounts of interfund and
general-fund transfers (see preceding subsection).

Of the $18,379 million in total disbursements, $17,732 million was for
net benefit payments, excluding collected overpayments of $89 million
and the reimbursement of $3 million for unnegotiated benefit checks.
This represents an increase of 1.1 percent over the corresponding
amount for benefit payments in fiscal year 1983. This increase reflects
somewhat the same factors that resulted in the net increase in benefit
payments from the OASI Trust Fund (as described in the preceding
subsection). This increase also reflects the offsetting effects of (1) a
continuing decline in the number of persons receiving benefits from the
DI Trust Fund (although the decline appears to have stopped late in the
fiscal year) and (2) reductions in outlays resulting from the Social
Security Amendments of 1977 (Public Law 95-216) and the Social
Security Disability Amendments of 1980 (Public Law 96-265).

Provisions governing the financial interchanges between the Railroad
Retirement Account and the DI Trust Fund are similar to those
described in the preceding subsection relating to the OASI Trust Fund.
The determination made as of September 30, 1983, required that a
transfer of $20,200,000 be made from the DI Trust Fund to the Railroad
Retirement Account. A total amount of $21,620,000 was transferred to
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the Railroad Retirement Account in June 1984, including interest to the
date of transfer amounting to $1,420,000.

The remaining disbursements amounted to $585 million for net
administrative expenses and $40 million for the costs of vocational
rehabilitation services furnished to disabled-worker beneficiaries and to
those children of disabled workers who were receiving benefits on the
basis of disabilities that began before age 22.

Prior to fiscal year 1982, the total amount of funds that could be made
available in a fiscal year for paying the costs of vocational rehabilitation
services could not exceed a specified percentage of the benefits certified
for payment in the preceding fiscal year from the OASI and DI Trust
Funds to disabled persons receiving benefits because of their disabilities.
This statutory limitation was 1} percent in fiscal years 1974 through
1981. Beginning with payments for fiscal year 1977, such funds were
further curtailed by limitations in the Budget of the United States for
each year. The Omnibus Budget Reconciliation Act of 1981 (Public Law
97-35) eliminated the statutory limitation on the amount of trust funds
that could be used to pay for vocational rehabilitation services and
instead limited reimbursement from the trust funds for the costs of such
services to those cases where the services contributed to the successful
rehabilitation of the beneficiary.

At the end of fiscal year 1984, about 3.8 million persons were
receiving monthly benefits from the DI Trust Fund. The distribution of
benefit payments in fiscal years 1983 and 1984, by type of beneficiary, is
shown in table 8.

TABLE 8.—ESTIMATED DISTRIBUTION OF BENEFIT PAYMENTS FROM THE DI TRUST FUND, BY
TYPE OF BENEFICIARY, FISCAL YEARS 1983 AND 1984
[Amounts in millions]

Fiscal year 1983 Fiscal year 1984
Percentage Percentage
Amount of total Amount of total
Total $17,588 100.0 $17,735 100.0
Disabled workers 15,206 86.5 15,4681 87.2
Wives and husband! 634 36 537 3.0
Children 1,746 9.9 1,737 9.8

Note: Totals do not necessarily equal the sums of rounded components.

The assets of the DI Trust Fund at the end of fiscal year 1984 totaled
$4,643 million, consisting of $4,654 million in U.S. Government obliga-
tions and, as an offset, an extension of credit amounting to $12 million
against securities to be redeemed within the following few days. Table 9
shows the total assets of the fund and their distribution at the end of
each fiscal year 1983 and 1984.



23

TABLE 9.—ASSETS OF THE DI TRUST FUND, BY TYPE, AT END OF FISCAL YEAR,
1983 AND 1984

September 30, 1983

September 30, 1984

Par value Book value® Par value Book value*
Investments in public-debt
obligations:
lic issues:
Treasury bonds:
3¢-percent, 1980...  $10,500,000 $10,324,773.35 $10,500,000 $10,352,440.91
3¢-percent, 1838 . 5,000,000 4,843,027.55 ,000,000 4,853,434.55
68,400,000 68,047,501.11 68,400,000 68,079,807.95
20,795,000 20,792,665.94 20,795,000 20,794,139.42
80,800,000 80,834,606.40 80,800,000 80,825,578.92
8§-percent, 1984... 15,000,000 15,004,972.72 - —_
7{-percent, 1988-
[ TR 28,500,000 28,119,495.18 26,500,000 26,158,865.28
7|-percent 2002-
....................... 10,000,000 9,995,394.22 10,000,000 9,995,590.98
8-percent 1996-
................... 28,000,000 25,980,154.78 26,000,000 25,981,267.54
Bi-percent 2000-
....................... 3,750,000 3,735,145.13 3,750,000 3,735,830.69
11§-percent, 2010 30,250,000 30,054,571.46 30,250,000 30,081,992.54
Total investments in
public issues............ 296,995,000 295,732,307.82 281,995,000 280,838,948.78
Obligations sold only to
the trust funds (special
issues):
Certificates of indebt-
edness:
11§-percent, 1984 665,422,000  665,422,000.00 - —
12§-percent, 1985 - — 394,612,000 394,612,000.00
Bonds:
81-percent, 1993... 47,479,000 47,479,000.00 47,479,000 47,479,000.00
8i-percent, 1994... 339,277,000 339,277,000.00 338,277,000  339,277,000.00
9i-percent, 1993... 142,337,000  142,337,000.00 142,337,000  142,337,000.00
9i-percent, 1994... 142,336,000 142,336,000.00 142,336,000  142,336,000.00
9i-percent, 1995... 481,613,000 481,613,000.00 481,613,000 481,613, 000 00
103-percent, 1985 195,340,000  195,340,000.00 —_
10§-percent, 1986 287,956,000  287,956,000.00 — —_
10§-percent, 1987 287,956,000 287,956,000.00 187,593,000  187,593,000.00
103-percent, 1988 287,956,000 287,956,000.00 287,956,000 287,9856,000.00
103-percent, 1989 287,956,000 287,956,000.00 287,956,000 287,856,000.00
10§-percent, 1990 287,956,000 287,956,000.00 287,956,000  287,956,000.00
10§-percent, 1991 287,956,000 287,956,000.00 287,956,000 287,956,000.00
10§-percent, 1992 287,956,000 287,956,000.00 287,956,000 287,956,000.00
10§-percent, 1993 98,140,000 98,140,000.00 98,140,000 98,140,000.00
10§-percent, 1996 287,955,000 287,955,000.00 287,955,000 287,955,000.00
10§-percent, 1997 287,955,000 287,955,000.00 287,955,000 287,955,000.00
10§-percent, 1998 287,955,000 287,955,000.00 287,955,000 287,955,000.00
131-percent, 1999 —_— — 236,555,000 236,555,000.00
Total obligations sold
only to the trust
funds (special
issues) 4,991,501,000 4,991,501,000.00 4,373,587,000 4,373,587,000.00
Total investments in
public-debt obligations. 5,288,496,000 5,287,233,307.82 4,655,582,000 4,654,425,948.78
— 2,295,570.68 — -11,839,211.06
- 5,289,528,878.50 — 4,642,586,737.72

Par value, plus unamorti:

premmm or less discount outstanding.

"Negative figure represented an extension of credit against securities to be redeemed within the following few days.
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The amount of securities redeemed during fiscal year 1984 exceeded
the amount acquired by $633 million. New securities with a total par
value of $18,814 million were acquired during the fiscal year through the
investment of receipts and the reinvestment of funds made available from
the redemption of securities. The par value of securities redeemed during
the year was $19,447 million. Included in these amounts are $17,909
million in certificates of indebtedness that were acquired, and $18,180
million in certificates of indebtedness that were redeemed, during the
fiscal year.

The effective annual rate of interest earned by the assets of the DI
Trust Fund during the 12 months ending on June 30, 1984, was 10.6
percent. The interest rate on public-debt obligations issued for purchase
by the trust fund in June 1984 was 13.75 percent, payable semiannually.

The investment policies and practices described in the preceding
subsection concerning the OASI Trust Fund apply as well to the
investment of the assets of the DI Trust Fund.

Next Page
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VI. ACTUARIAL ESTIMATES

Section 201(c)(2) of the Social Security Act requires the Board of
Trustees to report annually to the Congress on the operations and status
of the OASI and DI Trust Funds during the preceding fiscal year and on
the expected operations and status of those trust funds during the
ensuing 5 fiscal years. Such information for the fiscal year that ended
September 30, 1984, is presented in the preceding section of this report.
Estimates of the operations and status of the trust funds during fiscal
years 1985-89 are presented in this section. Similar estimates for calendar
years 1985-89 are also presented.

In the short range, the adequacy of the trust fund level is often
measured by the “contingency reserve trust fund ratio,” which is defined
to be the assets at the beginning of the year, including advance tax
transfers for January and amounts owed to other trust funds, expressed
as a percentage of the outgo during the year. Thus, this ratio represents
the proportion of the year’s outgo which is available at the beginning of
the year. The primary purpose of the trust funds is to act as contingency
reserves. During periods when outgo temporarily exceeds income, as
might happen during an economic recession, trust fund assets are used to
meet the shortfall. In the event of recurring shortfalls for an extended
period, the trust funds can allow sufficient time for the development of
legislation to restore financial balance to the program. Although there is
no general agreement regarding the appropriate size of the trust funds,
each of them should be at least large enough to accomplish these
purposes. When either trust fund is not this large, its future financing—to
be considered adequate—must provide for rebuilding the fund within a
reasonable period of time, without significant declines in the interim.

Section 201(c) of the Act also requires that the annual report include
“a statement of the actuarial status of the Trust Funds.” Such statements
have customarily been made for the medium-range period (25 years) and
the long-range period (75 years), each period commencing with the
calendar year of issuance of the report. The statement of the long-range
actuarial status has customarily included the actuarial status during the
second and third 25-year subperiods of the long-range projection period.
Statements of the current actuarial status are presented in this section.
The methods used to estimate the actuarial status are described in
Appendix A.

Basic to the discussion of the medium-range or long-range actuarial
status are the concepts of “cost rate” and “total income rate,” each of
which is expressed as a percentage of taxable payroll. The OASDI
taxable payroll consists of the total earnings which are subject to
OASDI taxes, adjusted to include, after 1982, deemed wages based on
military service, and to reflect the lower effective tax rates (as compared
to the combined employee-employer rate) which apply to tips and to
multiple-employer “excess wages,” and which did apply, before 1984, to
net earnings from self-employment. The cost rate is the ratio of the cost
(or outgo or disbursements) of the program to the taxable payroll. In this
context, the outgo is defined to include benefit payments, administrative
expenses, net transfers under the financial interchange between the trust
funds and the Railroad Retirement Account, and payments for vocation-

45-607 O - 85 ~ 2
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al rehabilitation services for disabled beneficiaries; it excludes special
monthly payments to certain uninsured persons who generally attained
age 72 before 1968, and transfers under the interfund borrowing
provisions. Because the taxable payroll reflects the adjustments described
above, the total income rate (or more simply, the income rate) can be
defined to be the sum of the combined OASDI employee-employer tax
rate (or the payroll tax rate) scheduled in the law and the rate of income
from taxation of benefits (which is in turn expressed as a percentage of
taxable payroll). As such, it excludes reimbursements from the general
fund of the Treasury for the costs associated with the special payments
to certain uninsured persons (as described above), transfers under the
interfund borrowing provisions, and net investment income. For any
year, the income rate minus the cost rate is referred to as the “balance”
for the year.

Over the medium-range and long-range periods, the actuarial status of
the trust funds is often summarized by the actuarial balance, which is the
difference between the appropriate estimated average income rate and
the estimated average cost rate (or, equivalently, the average of the
annual balances for the years included in the appropriate projection
period). If the actuarial balance is positive, the program is said to have
an actuarial surplus, and if negative, an actuarial deficit. Such a deficit, if
it exists, is a warning that, unless the projected trends turn out to be too
pessimistic, changes in the program’s financing or benefit provisions will
be needed in the future. -

The concept of actuarial balance must be used with caution. The use
of a single measure to describe the status of the program over a period of
many years may mask adverse patterns within that period or problems
which emerge soon thereafter. The addition or deletion of a few years to
the time period could change a surplus into a deficit, or vice versa. In
addition, while early deficits followed by later surpluses could result in a
positive actuarial balance, the trust fund could be depleted before the
annual surpluses occur. Conversely, while early surpluses followed by
later deficits could result in a positive actuarial balance, the trust fund
that would accumulate in the early years could eventually be depleted at
some point beyond the end of the 75-year projection period, leaving the
program unable to pay benefits at that time. Thus, it is also important to
note the year-by-year patterns of income and outgo.

Related to the concept of actuarial balance is that of “close actuarial
balance.” The program is said to be in close actuarial balance over the
long-range period if the estimated average income rate is between 95
percent and 105 percent of the estimated average cost rate.

Estimates of income, outgo, cost rates, income rates, actuarial bal-
ances, and trust fund ratios are presented later in this section.
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A. ECONOMIC AND DEMOGRAPHIC ASSUMPTIONS

The future income and outgo of the OASDI program depend on many
economic and demographic factors, including gross national product,
labor force, unemployment, average earnings, productivity, inflation,
fertility, mortality, net immigration, marriage, divorce, retirement pat-
terns, and disability incidence and termination. The income will depend
on how these factors affect the size and composition of the working
population and the general level of earnings. Similarly, the outgo will
depend on how these factors affect the size and composition of the
beneficiary population and the general level of benefits. Because precise
forecasting of these various factors is impossible, estimates are shown in
this report on the basis of four sets of assumptions, designated as
alternatives I, II-A, 1I-B, and IIIL

The two intermediate sets—alternatives II-A and II-B—share the same
demographic assumptions but differ in their economic assumptions. More
robust economic growth is assumed for alternative II-A than for
alternative II-B. This presentation illustrates the effect on the financial
status of the program of higher real earnings growth, higher employ-
ment, and lower inflation, for a given set of demographic assumptions. In
terms of the net effect on the status of the program, alternative II-A is
more optimistic than is alternative II-B. Of all four sets, alternative I is
the most optimistic, and alternative III is the most pessimistic.

Although these sets of economic and demographic assumptions have
been developed using the best available information, the resulting
estimates should be interpreted with care. In particular, they are not
_intended to be exact predictions of the future status of the OASDI
program, but rather, they are intended to be indicators of the trend and
range of future income and outgo, under a variety of plausible economic
and demographic conditions.

Economic assumptions

The principal economic assumptions for the four alternatives are

summarized in table 10.

TABLE 10.—SELECTED ECONOMIC ASSUN&F)"I;%S BY ALTERNATIVE, CALENDAR YEARS
1960-

Average annual percentage increase in— Average
- Average annual

Average earnings Real-earnings  annual in-  unemploy-

in covered  Consumer differential’ terest rate’ ment rate*

Calendar year Real GNP* employment  price index (percent) (percent) (percent)
4.0 3.3 1.3 21 3.7 5.7
4.4 54 34 21 52 3.8
-2 4.6 5.9 -14 7.3 4.9
3.4 5.0 4.3 B 6.0 5.9
57 71 3.3 38 59 56
5.8 71 6.2 9 6.6 4.9
-6 7.1 11.0 -39 7.5 5.6
-1.2 8.7 9.1 25 74 8.5
54 8.4 57 28 7.1 7.7
55 8.9 8.5 4 74 71
5.0 9.6 7.6 +2.0 8.2 8.1
28 8.9 114 .25 91 58
-3 8.1 135 .54 11.0 71
25 8.3 103 s.2.0 13.3 76
2.1 5.6 6.0 *-4 12.8 8.7
3.7 *4.3 3.0 1.3 11.0 9.6
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TABLE 10.—SELECTED ECONOMIC ASSUMPTI(()&S" B)Y ALTERNATIVE, CALENDAR YEARS
1 t.

A nnual [ in— Average

S s o " P o

verage earnings eal-earnings  annual in-  unemploy-

In covered  Consumer diﬂerenﬁngl' terest rate*  ment rate

Real GNP .employment  price index (percent) (percent) (percent)

6.8 58 34 24 124 75

4.1 3.7 3.2 5 10.7 8.8

4.2 54 35 1.9 101 83

4.0 55 37 1.9 9.5 6.0

40 54 35 1.9 8.9 56

3.9 56 31 25 8.0 5.2

3.2 4.3 27 1.6 7.0 5.0

31 43 23 20 59 5.0

3.1 42 2.0 22 54 5.0

31 43 2.0 23 53 4.9

3.1 44 20 24 5.1 4.9

37 46 20 26 5.0 5.0

3.8 46 20 26 5.0 5.0

3.1 45 20 25 5.0 5.0

68 56 34 22 124 75

39 3.8 36 3 10.8 68

3.8 5.6 4.1 15 104 6.4

35 5.7 4.2 15 10.0 6.1

3.5 55 4.0 15 9.4 58

3.1 56 36 20 85 5.6

28 45 32 13 75 55

28 48 3.0 1.6 6.5 55

28 49 3.0 1.9 6.0 54

28 49 3.0 1.9 58 54

26 4.9 3.0 19 5.7 54

3.2 5.1 3.0 21 55 55

2000 3.1 5.1 30 21 55 55

2010 & later.. 25 5.0 3.0 20 55 55

Alternative II-B:

1984 ... 6.8 53 34 19 124 75

1985 3.2 38 38 .0 10:9 6.9

1088 27 5.6 47 8 10.8 6.8

1887 3.0 6.4 53 11 10.7 6.6

1988 3.0 6.1 5.0 1.1 104 6.4

1989 2.9 6.2 46 1.6 9.6 6.1

1990 25 5.2 42 1.0 85 6.0

1991 2.5 54 40 14 75 6.0

1992 25 5.6 4.0 1.6 6.9 5.9

1893 25 5.6 4.0 1.6 6.6 5.8

1984 25 5.6 4.0 1.6 63 59

1895 26 56 40 1.6 6.0 6.0

2000 ... 2.6 5.6 40 1.6 6.0 6.0

2010 & later. 2.0 55 4.0 1.5 6.0 6.0

6.8 4.8 34 1.4 124 75

g 31 48 -1.7 1.1 7.4

0 44 59 -1.5 114 6.6

43 7.4 5.1 23 1.3 7.7

16 5.0 54 -5 108 75

-7 45 59 -1.5 10.1 -X]

4.0 71 46 24 9.3 79

26 6.0 4.8 12 8.4 74

25 6.4 5.0 14 7.7 71

22 6.3 5.0 1.3 7.3 6.9

19 6.1 5.0 1.1 6.8 6.8

‘20 6.1 5.0 1.1 6.5 7.0

1.9 6.1 5.0 11 6.5 7.0

2010 & later.. 1.4 6.0 5.0 1.0 6. 70

"The real GNP (Gross National Product) is the total output of goods and services, expressed in 1972 dollars.
*The real-earnings differential is defined as the difference between the percentage increase in average annual earnings in
covered employment and the percentage increase in the average annual CPI, before rounding.

*The average annual interest rate is the average of the inal i rates, compounded i lly, for special

public-debt obligations issuable to the trust funds in each of the 12 months of the year.

‘Through 1994, the rates shown are crude civilian unemployment rates. For 1995 and later, the rates are total rates
(including military personnel), adjusted by age and sex based on the total labor force on July 1, 1985.

*Preliminary.

“This value is for 2010. The annual percentage increase in real GNP is to ch: after 2010 for

to
each alternative to reflect the dependence of labor force melh on the size and age-sex distribution of the population.
The percentage increases for 2060 are 3.2, 2.3, 1.9, and 0.6 for alternatives I, II-A, ll-%, and III, respectively.
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Alternatives I, II-A, II-B, and III present a range of generally
consistent sets of economic assumptions which have been designed to
encompass most of the possibilities that might be encountered, particu-
larly in the near term. Alternative I presents the most optimistic outlook,
with robust economic growth and low inflation. The intermediate sets of
assumptions—alternatives I1I-A and II-B—bracket the current consensus
view of moderate growth and inflation for the first few years; thereafter,
alternative II-A continues to reflect more robust economic growth than
does alternative II-B. Alternative III is a pessimistic forecast in which
the economy experiences two recessions between now and the end of the
decade. In view of the fact that three recessions have occurred in the
last 12 years, the inclusion of a cyclical forecast seems prudent. The
recessions in alternative III are patterned after recent ones in terms of
depth and timing of the downturns, although the intervening recoveries
are weaker, in general, than those experienced in the last 12 years. This
scenario presents a realistic assessment of the combined effects of
business cycles and generally weak economic growth on the OASDI
program.

For alternatives I, II-A, and II-B, the economic recovery that started
in the first quarter of 1983 is assumed to continue through 1985. The
strength of the recovery, as measured by growth in real GNP, is
assumed to be stronger for alternative I than for alternative II-A.
Similarly, growth for alternative II-A is stronger than that for alternative
11-B. For alternative III, the recovery is assumed to fade during the first
quarter of 1985; a recession is assumed to occur during the remainder of
the year and the first quarter of 1986.

After 1985, and continuing through the end of the decade, steady
growth in real GNP is assumed to continue, for alternatives I and 1I-A.
For alternative II-B, the economy is assumed to experience a growth
recession during the first half of 1986, with a recovery and steady
growth thereafter. For alternative III, after 2 years of recovery, a second
recession is assumed to begin in the third quarter of 1988, lasting through
the second quarter of 1989. For alternatives I, II-A, and II-B, the
unemployment rate is assumed to decline gradually toward its ultimate
level. For alternative III, the unemployment rate is assumed to reach its
ultimate level after the recovery which is assumed to follow the second
recession. After the early 1990s, the projected rates of growth in real
GNP, for all four alternatives, are determined by the assumed rates of
growth in employment, average hours worked, and productivity.

Assumed values for the other economic variables are generally
consistent with the assumed rates of real GNP growth and inflation. For
alternative II-A, the average annual unemployment rate declines from
7.5 percent in 1984 to its ultimate level of 5.5 percent (age-sex adjusted
to the 1985 labor force) in 1995. The annual rate of increase in average
earnings in covered employment is assumed to decline generally from
the assumed 5.6-percent increase for 1984, to its ultimate rate of 5.0
percent by 2010. The assumed annual rate of increase in the CPI rises
from 3.4 percent in 1984 to 4.2 percent in 1987, and then declines to an
ultimate rate of 3.0 percent in 1991. The real-earnings differential (i.c.,
the difference between the annual rates of increase in average earnings in
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covered employment and in the CPI) is assumed to remain generally
between the 1.3-percentage-point differential experienced in 1983 and the
2.2-percentage-point differential assumed for 1984, reaching its ultimate
value of 2.0 percentage points by 2010. The annual interest rate is
assumed to reach its ultimate value of 5.5 percent in 1995,

For alternative II-B, the average annual unemployment rate declines
to its ultimate level of 6.0 percent in 1995. The annual rate of increase in
average earnings in covered employment is assumed to rise to 6.4
percent in 1987, and then to decline generally to its ultimate rate of 5.5
percent by 2010. The annual rate of increase in the CPI is assumed to
rise from 3.4 percent in 1984 to 5.3 percent in 1987, and then to decline
to an ultimate rate of 4.0 percent in 1991. The real-earnings differential is
assumed to remain generally between the 0.8-percentage-point differen-
tial assumed for 1986 and the 1.9-percentage-point differential assumed
for 1984, reaching its ultimate value of 1.5 percentage points by 2010.
The annual interest rate is assumed to decline to its ultimate value of 6.0
percent in 1995,

Demographic assumptions

The principal demographic assumptions for the four alternatives are
shown in table 11.

TABLE 11.—SELECTED DEMOGRAPHIC ASSUMPTIONS BY ALTERNATIVE, CALENDAR YEARS

1840-2060
Life expectancy?
Age-sex-adjusted
death rator At birth At age 65
fertility rate* (per 100,000) Male  Female Male  Female
223 1,403.5 61.4 65.7 1.8 134
242 1,248.1 62,9 68.4 126 144
3.03 1,116.4 65.6 711 128 15.1
3.50 1,030.3 668.7 728 131 158
3.81 1,024.8 66.7 732 12.9 159
268 1,001.6 66.8 73.8 128 16.3
243 948.6 67.1 74.8 1341 171
1.77 848.8 68.7 76.6 13.7 18.0
1.74 838.0 89.1 76.8 13.7 18.1
1.80 8155 69.4 77.2 13.9 18.3
1.78 808.7 69.8 77.3 139 18.3
1.82 784.2 70.0 7.7 14.2 18.8
1.85 7855 89.9 775 14.0 18.4
1.82 7738 704 779 142 18.6
1.81 750.0 70.8 782 145 18.8
176 745.1 7M1 783 145 18.8
1.79 739.8 72 784 145 18.9
1.82 7344 713 78.5 145 18.9
1.94 708.8 n7 78.0 147 18.2
2,06 .9 721 79.4 148 19.4
2.16 873.6 724 79.7 14.9 19.6
2.30 854.8 728 80.0 156.1 19.9
2.30 636.8 73.1 80.3 16.3 20.1
230 623.2 733 80.6 155 20.4
2.30 608.8 736 80.9 15.7 20.8
230 584.7 73.9 81.2 15.9 20.9
230 581.5 74.2 81.5 18.1 211
1.79 7323 713 78.5 146 19.0
1.80 719.8 75 78.8 14.7 19.1
1.85 664.3 726 70.8 15.1 19.8
1.80 821.7 734 80.7 155 203
1.94 506.8 739 81.2 15.8 207
2.00 569.2 745 81.8 16.1 211
2.00 545.1 75.0 823 16.5 21.6
2.00 5224 755 829 16.8 220
2.00 501.0 76.0 83.5 17.2 225
2.00 480.9 76.4 84.0 17.6 23,0
2.00 461.9 76.9 84.8 178 234
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TABLE 11.—SELECTED DEMOGRAPHIC ASSUMPTIONS BY ALTERNATIVE, CALENDAR YEARS
1840-2060 (Cont.)
Life expectancy®
sex-adjusted "

T A s At birth At age 65
fortility rate’ (per 100,000) Male Female Male  Female
1.79 7248 71.4 78.7 14.7 18.1
1.77 705.4 71.8 7.0 14.8 193
1.72 822.9 73.4 80.7 15.8 20.3
1.68 583.6 74.8 81.9 16.2 212
1.64 526.1 754 82.7 16.7 218
1.860 478.3 76.5 84.0 17.5 227
1.80 435.0 778 85.1 18.3 238
1.80 366.2 78.7 86.3 18.1 248
1.80 36815 79.7 87.5 19.9 255
1.80 330.4 60.6 88.6 208 265
1.60 3024 81.9 89.7 21.8 274

*The total fertility rate for any year is the g ber of children who would be born to a woman in her lifetime if
she were to experience the birth rates by age observed in, or assumed for, the selected year, and if she were to survive the
entire child-bearing period. The ultimate total fertility rate is assumed to be reached in 2009.

*The age-sex-adjusted death rate is the crude rate that would occur in the d total p as of April 1,
1970, if that population were to experience the death rates by age and sex observed in, or assumed for, the selected year.

The life expectancy for any year is the average number of years of life remaining for a person if that person were to
experience the death rates by age observed in, or assumed for, the selected year.

The demographic assumptions for alternatives II-A and II-B are
identical. The assumed ultimate total fertility rate of 2.0 children per
woman is attained in 2009, after a gradual increase from the 1983 level of
1.76 children per woman. The age-sex-adjusted death rate is assumed to
decrease gradually during the entire projection period, with a reduction
of 38 percent from the 1983 level by 2060. The resulting life expectancies
at birth in 2060 are 76.9 years for men and 84.6 years for women,
compared to 71.1 and 78.3 years, respectively, in 1983. Life expectancies
at age 65 in 2060 are projected to be 17.9 years for men and 23.4 years
for women, compared to 14.5 and 18.8 years, respectively, in 1983.

For alternative I, the total fertility rate is assumed to reach an ultimate
level of 2.3 children per woman in 2009. The age-sex-adjusted death rate
is assumed to decrease more slowly than for alterna¢ives II-A and II-B,
with the reduction from the 1983 level being 22 percent by 2060. The
resulting life expectancies at birth in 2060 are 74.2 years for men and 81.5
years for women, while at age 65 they are 16.1 and 21.1 years,
respectively.

For alternative III, the total fertility rate is assumed to decrease from
the estimated 1983 level to an ultimate level of 1.6 in 2009. The age-sex-
adjusted death rate is assumed to decrease more rapidly than for
alternatives II-A and II-B, with the reduction from the 1983 level being
59 percent by 2060. The resulting life expectancies at birth in 2060 are
81.9 years for men and 89.7 years for women, while at age 65 they are
21.6 and 27.4 years, respectively.

The values assumed after the early years for both the economic and
the demographic factors are intended to represent the average experi-
ence and are not intended to be exact predictions of year-by-year values.
Actual future values will likely exhibit fluctuations or cyclical patterns,
as in the past.

In addition to the assumptions discussed above, many other factors are
necessary to prepare the estimates presented in this report. Appendix A
includes a discussion of some of those factors.
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B. AUTOMATIC ADJUSTMENTS

Under the automatic-adjustment provisions of the law, benefits gener-
ally are increased once a year to reflect increases in the cost of living.
These automatic increases may be modified under certain circumstances,
as explained below. For persons becoming eligible for benefits in 1979
and later, the increases generally begin with the year in which the
worker reaches age 62, or becomes disabled or dies, if earlier. An
automatic cost-of-living benefit increase of 3.5 percent, effective for
December 1984, was announced in October 1984, as described in
Appendix C.

If the combined assets of the OASI and DI Trust Funds, as a
percentage of annual expenditures, are below a specified level, automatic
benefit increases will be limited to the lesser of the increases in wages or
prices. This specified level is 15.0 percent with respect to benefit
increases for December of each year, 1984-88, and 20.0 percent thereaf-
ter. For purposes of this “stabilizer” provision (in 1985 and later), assets
as of the beginning of the year are used, including advance tax transfers
for the month of January, but excluding any amounts owed to the HI
Trust Fund. The price increase is normally defined to be the percentage
increase in the Consumer Price Index for Urban Wage Earners and
Clerical Workers (CPI-W) from the third quarter of the preceding year
through the third quarter of the year in which the December benefit
increase will occur. The wage increase is normally defined to be the
increase in average wages in the preceding year as compared to the
second preceding year. (This wage increase is also used for adjusting the
contribution and benefit base and other wage-indexed program amounts.)
The law provides for subsequent “catch-up” benefit increases, for those
beneficiaries whose previous benefit increases were affected by this
provision, when trust fund assets exceed 32.0 percent of annual
expenditures.

The law provides for an automatic increase in the contribution and
benefit base for the year following a year in which an automatic benefit
increase becomes effective, based on the increase in average wages. For

198S, the contribution and benefit base was automatically increased to
$39,600.

The exempt amounts under the retirement earnings test are also
increased automatically by the increase in average wages, following an
automatic benefit increase. An automatic increase in the exempt amount
for beneficiaries at ages 65 through 69—from $6,960 in 1984 to $7,320 in
1985—was announced in October 1984. Similarly, an automatic increase
was announced in the exempt amount for beneficiaries under age 65—
from $5,160 in 1984 to $5,400 in 1985. Appendix C describes the
aforementioned automatic adjustments, as well as the determinations of
the following amounts:

1. The amount of earnings a worker must have in 1985 to be
credited with a quarter of coverage;

2. The dollar amounts (or “bend points”) in the formulas used
to compute benefits payable on the earnings of workers
who first become eligible for retirement or disability
benefits, or who die before becoming eligible for such
benefits, in 1985; and
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3.  The average of total wages reported for calendar year
1983, to be used for indexing earnings of workers who first
become eligible for benefits, or who die before such
eligibility, in 1985 or later.

An historical summary of the Social Security program amounts
determined under the automatic-adjustment provisions, and the average-
wage series used for indexing earnings, are shown in Appendix D.
Estimates of the corresponding amounts through 1990, based on the two
intermediate sets of assumptions, are also shown in Appendix D.

The four alternative sets of economic assumptions described previous-
ly result in the following general benefit increases and contribution and
benefit bases for each year through 1990 (the actual benefit increase for
1984 and the actual contribution and benefit bases for 1984 and 1985 are
also shown as a basis for comparison):

General benafit increase! (percent)
based on altemative— Contribution and benefit base* based on alternative—

W-A u-s 1] | i-A -8 n
35 <X 35 $37,600 $37,600 $37,600 $37,600
3.4 3.7 48 39,600 39,600 39,600 39,600
A 4.2 50 8.1 39,600 41,700 41,700 41,400
. 4.1 53 49 43,200 43,200 43,200 42,600
. 4.0 5.0 55 45,300 45,600 45,600 44,400
X 3.8 46 5.1 47,700 48,300 48,600 47,400
1990 - () 3.1 41 4.5 50,400 51,000 51,600 49,600
1Effective with benefits for December of the year shown.
"Bffective on January 1 of the stated year.
sBased on the alternative 1 pti benefit i would not occur for December of 1985 or 1990 because the
d licable i in the C Price Index for each year is less than 3 percent, which is the minimum

required to trigger a benefit increase. Similarly, the absence of automatic benefit increases for December of 1985 and 1990
would prevent correspondi ic i in the contribution and benefit bases, and in the exempt amounts under
the retirement earnings test, for 1986 and 1991, respectively.

sBased on the alternative II1 mumrtions. the benefit increase for December of 1989 would be determined under the
benefit-increase stabilizer provision. If the benefit increase were based on the CPI increase, without the limitation
imposed by the stabilizer provision, it would be 6.0 percent based on these assumptions.

The automatic benefit increases shown in the above table based on
alternative III reflect the effects of the benefit-increase stabilizer provi-
sion on the benefit increase for December 1989. Based on alternative III,
the combined assets of the OASI and DI Trust Funds (excluding
amounts owed to the HI Trust Fund) would represent less than 20.0
percent of annual expenditures at the beginning of 1989. In addition, the
assumed increase in average annual wages in 1988 is less than the
assumed annual increase in prices (as measured by the third-quarter CPI)
in 1989. Under these conditions, the stabilizer provision would require
the automatic benefit increase for December 1989 to be based on the
lower increase in average wages, rather than on the CPI increase which
would normally apply. While not shown in the table, on the basis of
alternative III, the combined assets of the trust funds would increase
sufficiently after 1989 to trigger a “catch-up” benefit increase for
December 1994 for those beneficiaries whose benefit increases were
limited as a result of this provision. The catch-up increase would raise
each affected individual’s monthly benefit to virtually the same level at
which it would have been if all previous increases had been based on the
CPL
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Under the automatic-adjustment provisions of the law, the four
different sets of economic assumptions result in the following annual
exempt amounts under the retirement earnings test, both for beneficiaries
under age 65 and for beneficiaries aged 65 through 69 (the actual
amounts for 1984 and 1985 are also shown as a basis for comparison):

ANNUAL EXEMPT AMOUNTS UNDER THE RETIREMENT EARNINGS TEST*

Annual exempt amount for beneficiaries Annual exempt amount for beneficiaries
under age 65 based on alternative— aged 65 through 69 based on alternative—

-8 1] | -A -8 mn

$5,160 $5,160 $6,960 $6,960 $6,960 $6,060

5,400 5,400 7,320 7,320 7,320 7.320

5,840 5,840 7,320 7,680 . 7,880 7,680

5,880 5,880 8,040 7,920 7,920 7,920

8,240 8,120 8,400 8,400 8,400 8,260

6,600 8,600 , 8,880 8,880 8,880

6,960 6,960 9,360 9,360 9,360 9,360

Next Page
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C. ESTIMATED OPERATIONS AND STATUS OF THE TRUST FUNDS DURING THE
PERIOD OCTOBER 1, 1984, TO DECEMBER 31, 1989

This subsection presents estimates of the operations and status of the
OASI and DI Trust Funds during the period October 1, 1984, to
December 31, 1989, based on the assumptions described in the preceding
subsections. As previously stated, no changes are assumed to occur in
the present statutory provisions and regulations under which the OASDI
program operates.

These estimates indicate that the assets of the OASI and DI Trust
Funds, on a combined basis, will be sufficient to permit the timely
payment of OASDI benefits throughout the short-range period (and for
many years thereafter), on the basis of all four sets of assumptions for
which estimates are shown. The trust fund levels are estimated to remain
relatively low, however, through about 1987. In the event of adverse
experience, similar to that illustrated by the pessimistic alternative III
assumptions, the DI program could become unable to make timely
benefit payments by the end of 1987.

The Social Security Act includes a provision requiring the automatic
repayment, based on asset levels, of amounts owed from the OASI Trust
Fund to the Hospital Insurance (HI) Trust Fund, as a result of interfund
borrowing which occurred in 1982. The estimates based on alternatives
I, II-A, and II-B indicate that the increases in the combined assets of the
OASI and DI Trust Funds would require the complete repayment, by
early 1987, of the $10.6 billion currently owed from the OASI Trust
Fund to the HI Trust Fund. Based on alternative III, the repayment
would take longer, with about $0.3 billion being repaid in 1986, and the
remaining $10.3 billion being repaid in 24 monthly installments in 1988-
89. The provision requiring these repayments has the effect of narrowing
the range of possible trust fund operations during 1985-88. Earlier and
larger repayments would be required under optimistic conditions than
under pessimistic conditions. Thus, the results based on the wvarious
alternatives are somewhat similar.

As in previous annual reports, the estimates shown in this subsection
reflect 12 months of benefit payments in each year of the short-range
projection period. In practice, 13 benefit payments can be made in
certain years, with the next year having only 11 payments. This situation
can result from the provision of law which requires benefit checks to be
delivered early when the normal check delivery date is a Saturday,
Sunday, or legal public holiday. The benefit checks for December 1987
would normally be delivered on January 3, 1988; however, because that
day is a Sunday, and the 2 preceding days are a Saturday and a holiday,
the checks will be delivered on December 31, 1987. As noted above, the
estimates are adjusted as if those benefit checks were delivered on the
usual date.

OASI Trust Fund operations

Estimates of the operations and status of the OASI Trust Fund during
calendar years 1985-89 are shown in table 12 based on each of the four
alternative sets of assumptions, which are described in a preceding
subsection. Actual operations for calendar year 1984 are also shown in
the table. For each alternative, employment and earnings are assumed to
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increase in every year through 1989. The number of persons with taxable
earnings under the OASDI program is expected to increase on the basis
of alternatives I, II-A, II-B, and III, from 119 million during calendar
year 1984 to about 134 million, 133 million, 132 million, and 128 million,
respectively, by 1989. The total annual amount of taxable earnings is
expected to increase from about $1,600 billion in 1984 to $2,310 billion,
$2,311 billion, $2,321 billion, and $2,164 billion, in 1989, on the basis of
alternatives I, II-A, II-B, and III, respectively. (In 1984 dollars—taking
account of assumed increases in the CPI from 1984 to 1989 based on
each alternative—the estimated amounts of taxable earnings in 1989 are
$1,954 billion, $1,910 billion, $1,845 billion, and $1,662 billion, on the
basis of alternatives I, II-A, II-B, and III, respectively.) These increases
are due in part to the increases in the contribution and benefit base
assumed to occur in 1985-89 under the automatic-adjustment provisions.
The increases in taxable earnings are also due to (1) projected increases
in employment levels and average earnings in covered employment, and
(2) various provisions enacted into law in 1983 and 1984, including the
extensions of coverage to all newly hired Federal civilian employees and
virtually all employees of nonprofit organizations.

TABLE 12.—ESTIMATED OPERATIONS OF THE OASI TRUST FUND BY ALTERNATIVE,
CALENDAR YEARS 1984-89
[Amounts in billions]

Fund at begin-
ning of year as

a percenta
Interfund of disbun%e-
borrowing  Net increase Fund at end ments during
Calendar year Income  Disb in fund of year year*
$169.3 $161.9 — $7.4 $27.1 20
182.9 172.7 -$4.4 56 32.9 24
197.8 1775 -10.9 9.2 421 26
216.2 184.0 2.2 19.9 62.0 29
248.2 206.0 — 422 104.2 38
271.2 218.2 — 52.9 157.2 56
1825 1729 4.4 53 324 24
199.1 183.6 8.7 6.7 39.1 25
218.2 198.5 4.4 15.3 54.4 27
248.0 2008 — 38.2 92.6 34
2706 223.8 - 471 139.7 50
181.5 172.9 4.4 4.2 313 24
197.1 184.1 -7.5 55 36.8 24
2144 188.5 -5.6 103 471 26
246.8 214.2 — 32.6 79.7 30
270.9 230.2 — 40.7 120.4 43
178.1 1731 4.4 8 278 24
187.7 186.4 2.8 -1.8 26.1 22
204.7 203.2 - 1.5 27.6 20
2334 2186 4.6 10.2 37.8 20
248.1 236.2 -5 6.2 44.0 23

Negative figures represent interfund loan repayments from the OASI Trust Fund to the DI and HI Trust Funds.

; "Assets at the beginning of the year arc defined as assets at the end of the prior year, plus edvance tax transfers for
anuary.
*Figures for 1984 represent actual experience.

Note: Totals do not necessarily equal the sums of rounded components.

The increases in estimated income shown in table 12 on the basis of
cach set of assumptions reflect the increases in estimated taxable
earnings, as described above. In addition, the estimated income to the
fund is affected by the scheduled changes in contribution rates.
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Rising disbursements during calendar years 1985-89 reflect the effects
of the assumed future automatic benefit increases previously shown, as
well as the long-range upward trend in the numbers of beneficiaries and
in the amounts of average monthly earnings underlying benefits payable
under the program. The growth in the number of beneficiaries in the
past and the expected growth in the future result partly from the
increase in the aged population and partly from two other factors: (1) in
each succeeding year, a larger proportion of the persons attaining age 62
is eligible for benefits, and (2) the amendments during 1950-84 modified
the eligibility provisions and extended coverage to additional categories
of employment.

Growth has also occurred, and will continue to occur, in the
proportion of eligible persons who, in fact, receive benefits. This growth
is due to several factors, among which are (1) the amendments enacted
during 1950-84 which affect the conditions governing the receipt of
benefits, and (2) the increasing percentage of eligible persons who are
aged 70 and over and who therefore receive benefits regardless of
earnings. (The age at which eligible persons may begin to receive full
benefits regardless of earnings was reduced from 72 to 70 beginning in
1983.)

The estimates shown in table 12 indicate that income would exceed
disbursements in every year, based on each of the four alternative sets of
assumptions used in this report. The assets of the OASI Trust Fund at
the beginning of 1984, including advance tax transfers for January and
amounts owed to the DI and HI Trust Funds, were equal to about 20
_percent of the fund’s disbursements in 1984. During 1984, income
exceeded disbursements by $7.4 billion. At the beginning of 1985, the
assets of the OASI Trust Fund represented about 24 percent of estimated
annual expenditures.

Assets are estimated to remain at roughly 25-35 percent of annual
expenditures through 1987, based on alternatives I, II-A, and II-B, and to
increase rapidly thereafter. Based on alternative III, assets would
decrease to about 20 percent of annual expenditures at the beginning of
1988. While not shown in table 12, assets as a percentage of expenditures
would begin to grow slowly for the next several years, primarily as a
result of the increases in OASI tax rates scheduled for 1988 and 1990
and, to a lesser degree, because of the benefit-increase limitation in 1989,
under the stabilizer provision, as described in the preceding subsection.
In interpreting the trust fund ratios in table 12, it should be noted that, at
the beginning of any month, assets of at least 8-9 percent of annual
expenditures are required to make the benefit payments that are due,
generally, on the third day of the month. Therefore, the difference
between the estimated assets as a percentage of expenditures shown
above, and the minimum level of 8-9 percent, represents the reserve
available to handle adverse contingencies.

DI Trust Fund operations

The estimated operations and status of the DI Trust Fund during
calendar years 1985-89 on the basis of the four sets of assumptions are
shown in table 13, together with figures on actual experience in 1984. On
the basis of each alternative, income is estimated to increase gradually
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from its level in 1984. This increase reflects the same factors, insofar as
they apply to income to the DI Trust Fund, that are reflected in the
estimated increase in income to the OASI Trust Fund during the same
period. .

TABLE 13.—ESTIMATED OPERATIONS OF THE DI TRUST FUND BY ALTERNATIVE,
CALENDAR YEARS 1984-89

[Amounts in billions]

Fund at begin-
ning of year as
a percentage
Interfund of disburse-
borrowing  Net increase Fund at end  ments during
Income  Disbursements transfers! in fund of year year!
$17.3 $185 - $1.2 $4.0 35
18.2 19.8 $25 1.0 4.9 27
18.3 19.2 25 26 33
209 205 - 4 6.0 44
237 21.2 - 25 10.8 45
258 220 - 38 143 56
16.2 20.3 25 4 44 26
10.4 20.3 25 1.8 8.0 26
20.6 1.3 - -8 5.4 35
235 224 - 1.1 6.5 31
25.4 236 - 1.8 8.2 35
16.1 20.3 25 3 4.3 26
18.2 204 25 14 56 27
20.6 21.5 -— -9 47 33
23 226 - 5 5.2 28
254 24.2 - 1.2 6.4 29
17.7 20.6 25 -3 38 26
16.2 21.2 25 -4 32 23
18.5 228 - -3.3 -1 20
21.6 24.2 - 2.4 25 8
226 259 - 3. 57 -3

*Positive figures rep pay of lent to the OASI Trust Fund in 1982,

*See footnote 2 of table 12,

*Sce footnote 3 of table 12,

“Figures are theoretical. Based on the alternative II1 ptions, corrective legislation would be required to ensble the
nmeldy pa t of DI benefits beginning late in 1987. Theoretical figures shown are based on the assumption that funds
could be

ent to the DI Trust Fund to meet DI expenditures. The income and asset figures are reduced by the amount of
interest payable on these theoretical loans.

Note: Totals do not necessarily equal the sums of rounded components.

Disbursements are estimated to increase because of automatic benefit
increases and because of projected increases in the amounts of average
monthly earnings on which benefits are based. In addition, on the basis
of all but alternative I, the number of DI beneficiaries is projected to
continue increasing throughout the short-range projection period. Based
on alternative I, the number of DI beneficiaries is projected to stabilize
at roughly its current level before beginning to increase in about 1987.

During 1979-83, the number of disability terminations exceeded the
number of disability awards and, consequently, the number of persons
receiving benefits under the DI program declined. This decline resulted
from (1) disability incidence rates that were significantly lower than
those experienced prior to 1978, and (2) benefit termination rates that
have been somewhat higher, in part as a result of the increased reviews
of the continuing eligibility of disabled beneficiaries as required by
legislation enacted in 1980, and amended in 1983 and 1984. This
experience was not expected to continue indefinitely (see discussion in
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1983 and 1984 Annual Reports, for example), and the number of
disability awards in 1984 exceeded the number of disability terminations.
While the greater number of awards was consistent with the estimates in
the 1984 Annual Report, terminations were substantially fewer than
anticipated, as a result of certain court orders, State-ordered moratoria,
and the national moratorium announced in April 1984, which suspended
the processing of continuing disability reviews. The actual number of
terminations in the near future will depend on the manner in which the
processing of these reviews is resumed; if actual processing differs from
that assumed, actual DI costs could vary from the estimates shown in
table 13. Based on the updated incidence and termination assumptions
prepared for this report, the number of disability awards is projected to
exceed the number of terminations each year on the basis of alternatives
II-A, II-B, and IIL ‘

At the beginning of 1984, the assets of the DI Trust Fund (including
advance tax transfers for January) represented about 35 percent of
annual expenditures. During 1984, DI expenditures exceeded DI income
by about $1.2 billion. The DI Trust Fund assets at the beginning of 1985
amounted to about 26 percent of estimated outgo in 1985. Based on the
two intermediate sets of assumptions, DI assets are projected to remain
in the vicinity of 30 percent of annual expenditures during 1985-89.
Using alternative I assumptions, DI assets would increase to 56 percent
of annual expenditures at the beginning of 1989.

Under the conditions assumed for alternative III, DI assets would
decline to about 20 percent of outgo at the beginning of 1987 and would
be insufficient to allow the timely payment of DI benefits by the end of
the year. Interfund borrowing is authorized under present law through
the end of 1987, but all interfund loans must be repaid by December 31,
1989. While an interfund loan could postpone the depletion of the DI
Trust Fund, the amount borrowed could not be repaid by the mandated
deadline without corrective legislation. The estimates shown in table 13
do not reflect an interfund loan to the DI Trust Fund; theoretical
operations of the fund subsequent to its depletion are shown for
informational purposes.

As indicated in table 13, the balance of the loans made in 1982 from
the DI Trust Fund to the OASI Trust Fund is assumed to be repaid in
1986 on the basis of each alternative set of assumptions. (The law
provides that repayment of amounts owed to the DI Trust Fund must be
completed by the end of 1989; the schedule of repayments is otherwise at
the discretion of the Managing Trustee.) Financial problems would not
result on the basis of alternatives I, II-A, and II-B if the repayment did
not occur in 1986. Based on alternative III, however, the repayment
would be required to prevent depletion of the DI fund late in 1986 or
early in 1987. As described above, further action would be necessary to
avoid financial problems 1 year later.



Combined OASI and DI Trust Fund operations

The estimated operations and status of the OASI and DI Trust Funds,
combined, during calendar years 1985-89 on the basis of the four
alternatives, are shown in table 14, together with figures on actual
experience in 1984. These figures are the sums of the corresponding
figures shown in tables 12 and 13.

TABLE 14.—ESTIMATED OPERATIONS OF THE OASI AND D! TRUST FUNDS, COMBINED, BY
ALTERNATIVE, CALENDAR YEARS 1984-89
[Amounts in billions]

Funds at begin-

ning of year as

a percentage

Interfund of disburse-

borrowing  Net increase  Funds at end ments during

Calendar year Income Disbursements transfers? in funds of year year*
$186.6 $160.4 - $6.2 $31.1 21
2011 192.5 -$18 8.8 37.8 24
216.9 106.7 84 1.9 49.7 27
237.1 2145 2.2 203 70.0 3
271.9 227.2 — 447 114.8 39
297.0 240.3 - 56.7 1715 56
200.7 193.2 -1.8 5.7 36.8 24
2185 204.0 -8.2 8.9 45.1 25
237.0 - 2178 4.4 14.7 59.8 28
271.5 232.2 — 39.3 99.1 34
286.0 247.2 — 48.8 147.9 48
199.5 193.2 -1.8 4.5 35.6 24
216.4 204.5 -5.0 8.8 424 25
235.0 220.0 5.6 9.4 51.8 27
270.1 237.0 — 33.1 84.9 30
296.3 254.5 - 419 126.8 11
195.8 193.7 -1.8 3 31.4 24
205.9 207.6 3 -2.0 29.3 22
224.2 226.0 — -1.9 27.5 20
255.2 2428 4.6 7.8 35.3 19
270.9 262.1 -5.7 3.1 38.4 21

*Negative figures represent interfund loan repayments from the OASI Trust Fund to the HI Trust Fund.
*See footnote 2 of table 12.

*See footnote 3 of table 12. i

*Figures are theoretical. See footnote 4 of table 13 and text for details.

Note: Totals do not necessarily equal the sums of rounded components.

At the beginning of 1984, the combined assets of the OASI and DI
Trust Funds (including advance tax transfers for January and amounts
owed to the HI Trust Fund) were equal to 21 percent of the disburse-
ments in 1984, as shown in table 14. During 1984, total income to the
two trust funds was $6.2 billion higher than total expenditures, resulting
in combined OASDI assets at the beginning of 1985 which represented
24 percent of estimated combined expenditures for the year. Based on
alternatives II-A and II-B, the combined funds are projected to increase
gradually to roughly 40-50 percent of annual outgo at the beginning of
1989. Somewhat faster growth would occur on the basis of alternative I
with combined assets reaching about 56 percent of annual outgo at the
beginning of 1989. Based on the alternative III assumptions, assets would
decline from their current level to 19 percent at the beginning of 1988,
before beginning to increase. The projections in table 14 indicate that a
sufficient reallocation of tax rates between OASI and DI would prevent
the depletion of the DI Trust Fund on the basis of the alternative III
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assumptions. The projections also show that an interfund loan from
OASI to DI in 1987 would allow satisfactory operation of the DI Trust
Fund in 1987-89. Under present law, however, such loans must be repaid
by December 31, 1989, and the DI program would be unable to do so
without corrective legislation. For this reason, the combined operations
shown in table 14 based on alternative III are theoretical for 1987 and
later. On the basis of alternatives I, II-A, and II-B, combined assets
would increase substantially in 1988 and later, primarily as a result of the
scheduled increases in OASDI tax rates. Assets would increase at a more
gradual rate, based on alternative III, beginning in 1990.

The Social Security Act contains several provisions requiring auto-
matic actions if certain “trust fund ratios” are above or below specified
levels. Each of these provisions has a unique definition of the ratio to be
used, and none of these definitions coincides with the one that is
generally used to evaluate the financial status of the Social Security
program. Table 15 presents detailed information on the calculation of the
usual trust fund ratio and two other ratios used for specified purposes
under the law.

TABLE 15.—ESTIMATED OASDI “TRUST FUND RATIOS” BASED ON VARIOUS DEFINITIONS, BY
ALTERNATIVE, CALENDAR YEARS 1985-89
[Amounts in millions, ratios in percent]

Cash and

invested
assets of Advance  Amounts “Trust fund
OAS| and tax owed to OASDI “Fund ratio” ratio” for Hi
DI Trust transfers HI Trust outgo “Contingency for December  loan rapa{-
Funds on for  Fund on during reserve trust benefit ment in
January 1t January January 1 year fund ratio™ increase® January*
$31,075 $15318 $12,437 $192,525 24.1 17.8 16.1
37,846 15,058 10,613 196,602 26.9 215 19.2
49,700 18,126 2213 214,519 30.7 20.7 23.2
70,045 16,433 — 227,175 38.9 38.9 Y;
114,780 20,115 - 240,274 56.1 56.1 ¥
31,075 15,318 12,437 193,180 24.0 178 18.1
36,777 15,079 10,8613 203,961 25.4 20.2 18.0
45,071 18,186 4,413 217,846 28.1 26.1 20.7
59,778 18,452 — 232,197 33.7 33.7 )
99,074 20,124 - 247,207 48.2 48.2 )
31,075 15,318 12,437 193,190 24.0 178 16.1
35,602 14,939 10,8613 204,532 24.7 19.5 17.4
42,421 16,048 5,813 , 28.8 24.0 19.3
51,605 18,377 — 237,005 208 20.8 "
84,946 20,139 _— 254,456 413 41.3 "
31,075 15,318 12,437 193,676 24.0 175 16.0
31,365 14,197 10,613 207,822 219 18.8 15.1
29,338 15,363 10,313 226,041 19.8 15.2 130
27,487 17,674 10,313 242,834 18.8 144 1.3
35,252 18,853 5739 262,100 20.6 18.5 134

1Before appropriation of advance tax transfers for January. Includes amounts owed to the HI Trust Fund.

sCombined assets of OASI and DI Trust Funds, plus sdvance tax transfers for January, as a percentage of OASDI
outgo during year. This is the ratio normally used to evaluate the financial status of the trust funds. See estimates in tables
12-14, for example.

sFor 1985 and later, combined assets of OASI and DI Trust Funds, plus advance tax transfers for January, minus
amounts owed to the HI Trust Fund, as a percentage of OASDI outgo during year. See section 215(i) of the Social
Security Act. .

«Combined assets of OASI and DI Trust Funds, as a percentage of OASDI outgo during year. See section 201(1) of the
Social Security Act.

sBased on this set of assumptions, amounts owed to the HI Trust Fund are repaid by this year.

*Figures are theoretical. See footnote 4 of table 13 and text for details.

Note: Outgo :}fures for 1987 and 1988 are adjusted to reflect 12 months of benefit payments in each year; this
adjustment also affects assets at the beginning of 1988. See text for details.
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The usual definition of the ratio of assets to expenditures, denoted in
table 15 as the “contingency reserve trust fund ratio,” has already been
described. Its purpose is to measure the amount of assets that is readily
available for the payment of monthly benefits.

Section 215(i) of the Social Security Act defines an “OASDI fund
ratio” for the purpose of determining automatic benefit increases in 1984
and later. If this ratio is below a specified threshold, the benefit increase
would be based on the lesser of certain wage and price increases. The
projections in table 15 indicate that on the basis of alternatives I, 1I-A,
and II-B, the ratio would not be lower than the 15.0-percent threshold
applicable in 1985-88 or the 20.0-percent threshold applicable in 1989.
Based on alternative III, the ratio would exceed 15.0 percent during
1985-87 (by relatively small amounts) but would be less than 15.0 percent
in 1988 and less than 20.0 percent in 1989.

Table 16 presents the relevant wage and price assumptions for 1985-
89. These figures are not exactly the same as similar ones shown
previously in table 10, because their definitions are not the same. For
example, the wage increases shown in table 16 are based on the same
wage series which is used for indexing the contribution and benefit base
and other wage-indexed program amounts. The earnings increases
shown in table 10 are based on average earnings in covered employment.

TABLE 16.—APPLICABLE INCREASES IN WAGES AND PRICES FOR PURPOSES OF COMPUTING
BENEFWINCREASESUNDERTHECMSDIPROGRAM,BYALTERNANVE
) CALENDAR YEARS 1985-89

Applicable percentage increase in—

Resutting benefit in-
Calendar year Average wages' CPi  crease* (percent)

=
MY
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‘Increase in average total wages (both covered and noncovered) in preceding year as compared to second p
year.

*Increase in average Consumer Price Index from third quarter of preceding year through third quarter of year shown.

'Egluls increase in Consumer Price Index unless “OASDI fund ratio” (as shown in table 15) is less than 15.0 percent
for 1985-88 or 20.0 -mrcem for 1989 and later, in which case equals lesser of wage increase or price increase. Effective for
December of year wn.

‘Based on the alternative 1 pti no benefit i would occur for Dx ber 1985, b the d
increase in the CPI is less than 3 percent, which is the minimum required to trigger a benefit increase.

'Followinf 2 year in which no automatic benefit increase was cffective, the applicable wage and price increases are
measured relative to the last benefit increase. Consequently, figures shown represent increases over a 2-year period.
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Based on alternative I, the applicable wage increases are assumed to
exceed the corresponding price increases (taking into account the
difference in measuring periods) for 1985 and later. Based on alternatives
II-A and II-B, this relationship is assumed for all years except 1986, for
which the applicable trust fund ratio exceeds 15.0 percent. Based on
these three sets of assumptions, then, the benefit-increase stabilizer
provision would not affect the automatic benefit increases in 1985-89.
Based on the pessimistic alternative III assumptions, such a limitation
would occur in 1989, as described in the preceding subsection.

In general, the stabilizer provision would help to prevent the depletion
of the trust funds during periods when prices are increasing but real
wages are falling. Such conditions persisted during the late 1970s, when
the economy experienced slow growth and double-digit inflation. Under
certain other types of adverse conditions, however, this provision could
have little or no effect. The income of the trust funds depends directly
on the size of the taxable payroll, whereas the operation of the stabilizer
provision is linked to the growth in average wages. A situation could
arise under which the taxable payroll is growing slowly, or even
declining, due to high unemployment, but average wages are increasing
at a greater rate than are prices. In addition, the stabilizer could fail to
trigger even when real wages are falling, because the applicable wage
and price indices are measured over time periods which are not
contemporaneous. The price index measures changes in current prices,
But the wage index measures changes that occurred about a year earlier.
Under such circumstances, the relatively low level of OASDI assets
through about 1987 could be insufficient to meet the shortfall between
income and outgo, without corrective action. After 1987, the expected
increases in trust fund assets would make the program less vulnerable to
adverse economic conditions.

The benefit increase for December 1985 will not be affected by the
stabilizer provision. The 1984 Annual Report cautioned that the
“OASDI fund ratio” for 1985 would be very near the threshold level of
15.0 percent; this ratio is currently estimated to be 17.6 percent. The
final ratio cannot differ significantly from this amount.

Table 15 also presents OASDI trust fund ratios as used for deter-
mining the minimum schedule of repayments on amounts owed from the
OASI Trust Fund to the HI Trust Fund. If the combined assets of the
OASI and DI Trust Funds exceed 15 percent of the annual expenditures
(as defined by section 201(1) of the Social Security Act), the excess must
be used to repay any outstanding amount owed. On this basis, $1,824
million was transferred from the OASI Trust Fund to the HI Trust Fund
on January 31, 1985. Repayment of the remaining amount owed would
occur in 1986-87, based on alternatives I, II-A, and II-B. Based on
alternative III, a small repayment would be required in 1986, and the
remainder would be repaid in 24 monthly installments during 1988-89.

As in prior years’ reports, for purposes of evaluating the financial
status of the program, the amounts lent to the OASI Trust Fund from
the DI and HI Trust Funds are included in the invested assets of the
OASI Trust Fund. This procedure is followed because such amounts are
readily available for the payment of benefits and thus should be



considered when determining the ability of the OASI program to meet
its benefit-payment obligations. Similarly, the amounts owed to the DI
and HI Trust Funds are not included in the assets of those funds, because
these amounts are not readily available for the payment of DI or HI
benefits.

It can be argued that a more proper accounting treatment would be to
exclude interfund loans from the borrowing fund’s assets and to include
them in the assets of the lending funds. This “net value” basis would
recognize the obligation of the OASI Trust Fund to repay the amounts
owed and would reflect the fact that, to the lending funds, such amounts
are investments for which interest is received and return of principal is
promised. While these are sound arguments, the existing treatment is
used to facilitate the evaluation of the trust funds’ actual cash
operations—in particular, whether sufficient invested assets (borrowed
or otherwise) are available at the beginning of any given month to pay
the benefits for that month.

For informational purposes, table 17 presents (1) the estimated assets
of the OASI and DI Trust Funds, as shown elsewhere in this report, (2)
the amounts owed to or owing from other trust funds, and (3) the “net
value” of trust fund assets. For the OASI Trust Fund, this last figure
represents invested assets, plus cash balances, less amounts owed to the
DI and HI Trust Funds. For the DI Trust Fund, the “net value”
represents invested assets, plus cash balances, plus amounts owing from
the OASI Trust Fund. As indicated, the “net value” of the OASI Trust
Fund is low at this time and will remain relatively low for several years.
The low “net values” do not imply an inability to pay benefits on time,
however, for the reasons described above. Thus, the “net value” is not
particularly useful as an indicator of a trust fund’s ability to operate
satisfactorily, although it may be of interest as an additionai indicator of
the trust fund’s underlying financial status.
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TABLE 17.—ASSETS, INTERFUND LOANS OUTSTANDING, AND “NET VALUES"” OF THE OASI
AND DI TRUST FUNDS AT END OF CALENDAR YEAR, 1881-84, AND ESTIMATES BY
ALTERNATIVE, C[AlLENDA]R YEARS 1985-89
n billions

OASI Trust Fund Dl Trust Fund

Outstanding Outstanding

amounts amounts
Assets' borrowed®  “Net value™ Assets’ lent*  “Net value™
$21.5 oy $21.5 $3.0 — $3.0
221 $17.5 48 27 $5.1 76
19.7 17.5 22 5.2 5.1 10.3
271 17.5 9.6 40 5.1 9.0
329 13.2 19.7 49 25 7.5
421 22 39.9 76 —_ 76
62.0 - 62.0 6.0 —_ 6.0
104.2 — 104.2 108 - 10.6
157.2 — 157.2 143 - 143
324 13.2 19.2 4.4 25 6.9
30.1 4.4 347 8.0 — 6.0
544 - 544 54 - 54
926 - 926 8.5 - 6.5
130.7 — 1397 8.2 — 8.2
31.3 13.2 18.2 4.3 25 6.8
36.8 58 31.2 56 - 56
47.1 - 471 4.7 - 47
79.7 - 797 5.2 - 5.2
120.4 —_ 120.4 6.4 — 64
278 13.2 14.6 3.6 25 6.2
26.1 10.3 15.8 3.2 - 3.2
276 103 17.3 -1 - -1
a7se 57 320 25 - 25
44.0 — 44.0 5.7 - -5.7

‘Represents invested assets, plus cash balance at end of year.

*Represents total amounts owed to the DI and HI Trust Funds at end of year.
3See text for description of “net value.”

‘Represents total amounts lent to OASI Trust Fund, less repayments made by end of year.
SFigures for DI Trust Fund are theoretical. See footnote 4 of table 13 and text for details.

Note: Totals do not necessarily equal the sums of rounded components.

Assets as a percentage of annual expenditures for selected years prior
to 1985 are shown in table 18 for both funds combined and for each fund
separately. These figures represent “contingency reserve trust fund
ratios,” as defined previously.

TABLE 18.—ASSETS AT THE BEGINNING OF THE YEAR AS A PERCENTAGE OF EXPENDITURES
DURING THE YEAR, BY TRUST FUND, SELECTED CALENDAR YEARS 1950-84

OAS| and DI Trust Funds,

Calendar year combined OASI Trust Fund DI Trust Fund
1950 1,156 1,156 —
1955 405 405 —_
1860 186 180 304
1965 110 109 121
1970 103 101 126
1975 66 e3 22
1976 57 54 rs
1977 47 47 48
1978 37 39 26
1978 30 30
1980 25 2 a5
1881 18 18 21
1982 15 15 17
1983, 14 15 14
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Expenditures in calendar year 1984 from both trust funds, combined,
were about 11.3 percent of taxable payroll for the year—0.3 percentage
point less than the income rate of 11.6 percent. Based on alternatives I,
II-A, and II-B, cost rates are estimated to decline slowly during the
short-range projection period, reaching 10.43, 10.73, and 11.00 percent,
respectively, in 1989. Based on alternative III, cost rates would increase
somewhat, to 12.14 percent in 1989. These percentages are shown in
table 19 for both trust funds, separately and combined. Table 19 also
shows cost rates for years prior to 1984 and a comparison of the cost
rates with the corresponding income rates. As explained previously, the
income rate represents the sum of the ¢ombined employee-employer
contribution rate and the income derived from the Federal income
taxation of OASDI benefits, expressed as a percentage of effective
taxable payroll.

TABLE 19.—COMPARISON OF COST RATES AND INCOME RATES, BY TRUST FUND, SELECTED
CALENDAR YEARS 19850-83, AND ESTIMATED RATES BY ALTERNATIVE,
CALENDAR YEARS 1984-89
[As a percentage of taxable payroll]

OASI and DI Trust Funds,

OASI Trust Fund Di Trust Fund combined

Cost Income Cost Income Cost  Income
Calendar year rate rate Balance rate rate Balance rate rate Balance
117 3.00 1.83 —_ - - 117 3.00 1.83
.34 4.00 .66 — — — 3.34 4.00 .66
5.59 5.50 -.09 0.30 0.50 0.20 5.89 6.00 1
7.23 6.75 -48 .70 .50 -20 7.93 7.25 -.66
7.32 7.30 -.02 81 1.10 29 8.12 8.40 28
9.29 8.75 -.54 1.36 1.15 =21 10.65 9.90 -75
9.42 8.75 -67 1.44 1.15 -20 10.86 9.90 -.96
9.46 8.75 -7 1.50 1.15 35 10.97 9.90 -1.07
9.29 8.55 -74 1.45 1.55 10 10.74 10.10 -64
8.88 8.66 -22 1.35 1.50 15 10.23 10.18 -07
9.36 9.04 -32 1.36 1.12 -.26 10.75 10.16 -.59
9.98 9.40 -.58 1.39 1.30 -08 1137 10.70 -67
10.65 9.15 -1.50 1.35 1.65 30 1200 10.80 -1.20
10.36 *9.92 -44 1.23 *1.33 .08 1159 11.24 -35
10.09 10.58 49 1.16 1.01 -14 1125 11.59 34
10.05 10.59 .55 1.15 1.01 -14 1120 11.61 41
9.83 10.60 97 1.04 1.01 -03 1067 11.61 94
.70 10.62 92 1.02 1.01 -01 10.72 11.83 91
9.59 11.30 1.7 .09 1.08 09 10.58 12.37 1.80
9.48 11.31 1.84 .86 1.08 12 10.43 12.39 1.96
10.11 10.58 A7 1.16 1.01 15 11.27 11.59 32
10.08 10.59 54 1.18 1.01 17 11.24 11.61 37
9.87 10.61 74 1.09 1.01 -08 10.98 11.62 66
9.81 10.62 .81 1.07 1.01 -.05 10.87 11.84 76
9.75 11.30 1.55 1.04 1.08 03 10.79 12.38 1.59
9.70 11.32 1.62 1.03 1.08 05 10.73 12.40 167
10.13 10.58 45 1.16 1.01 -15 11.29 11.59 .30
10.10 10.59 49 1.19 1.01 -17 11.29 11.61 32
9.98 10.61 83 1.1 1.01 -.09 11.09 11.62 53
9.97 10.63 66 1.08 1.02 -07 11.05 11.64 59
9.97 11.31 1.33 1.06 1.08 .01 11.04 12.38 1.34
9.95 11.33 1.38 1.05 1.08 .03 11.00 12.40 1.41
10.17 10.58 40 1.17 1.01 -15 11.34 11.59 25
10.29 10.60 a1 1.23 1.01 -21 11.52 11.61 10
10.58 10.62 .04 1.20 1.02 -19 11.79 11.64 -15
10.57 10.64 .07 1.19 1.02 -7 11.75 11.66 -10
.89 1.18 1.08 -10 11.81 12.40 .59
41 1.20 1.08 -12 12.14 12.43 .29

?Income rates for 1983 are adjusted to include the | payment from the general fund of the Treasury for the

cost of noncontributory wage credits for military service inr 1940-56.

Note: Totals do not necessarily equal the sums of rounded components.
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As stated previously, estimates of the operations of the trust funds'
during calendar years 1985-89 have been presented in the preceding
tables of this section on the basis of four different sets of economic
assumptions, because of the uncertainty of future economic and demo-
graphic developments. Under the provisions of the Social Security Act,
estimates of the expected operations and status of the trust funds during
the next 5 fiscal years are required to be shown in this report.
Accordingly, detailed estimates of the expected operations and status of
the trust funds during each fiscal year 1985-89 are shown in the
remaining tables of this section for the two intermediate sets of
assumptions (alternatives II-A and II-B) only. Similar detailed estimates
are also shown on a calendar-year basis for 1985-89.

Data on the actual operations of the OASI Trust Fund for selected
years during 1940-84, and estimates of the expected operations of the
trust fund during 1985-89 on the basis of the intermediate sets of
assumptions, are shown in tables 20 and 21 on a fiscal- and calendar-year
basis, respectively. Corresponding figures on the operations of the DI
Trust Fund are shown in tables 22 and 23. Operations of both trust funds
combined are shown in tables 24 and 25. (Data relating to the operations
of the two trust funds for years not shown in tables 20-25 are contained
in earlier annual reports.) The figures shown in tables 21, 23, and 25 for
1981 and 1982 are adjusted to reflect 12 months of benefit payments in
each year. As stated previously, the estimated figures for 1987 and 1988
are also so adjusted.



TABLE 20.—OPERATIONS OF THE OASI TRUST FUND DURING SELECTED FISCAL YEARS 1940-84 AND ESTIMATED FUTURE OPERATIONS DURING FISCAL
YEARS 1985-89 ON THE BASIS OF THE INTERMEDIATE SETS OF ASSUMPTIONS

[in millions]
Income Disbursements
Payments
Income from the Transfers
from taxa- general fund Adminis-  to Railroad Interfund Net Fund at
Net contri- tion of of the Net . Benefit trative Retirement  berrowing increase end of
Fiscal year: Total butions? benefits Treasury? interests Total paymenis®  expenses Account  transfers® in fund X
Past experience:
1940 $592 $550 — — $42 $28 $16 $12 — - $1,745
1,434 1,310 — — 124 267 240 27 - - 1,167 6,613
2,367 2,106 — $4 257 784 727 57 —_ - . 12,893
5,525 5,087 - -—_ 438 4,427 4,333 103 -$10 —_ 1,008 21,141
10,360 9, - - 517 11,073 10,270 202 600 —_ -713 20,829
16,443 15,857 — —_ 586 15,962 15,226 300 -_ 482 20,180
31,746 29,955 — 442 1,350 27,321 26, 474 579 - 4,425 32,816
58,757 56,017 - 447 2,292 56,876 54,647 848 2 - 2,081 39,
62,327 59,555 — 425 2,347 64,205 62,148 935 1,212 - -1,968 37,980
16,186 16,106 — — 17,111 16,877 234 _ —_ -925 37,055
1,796 68,895 - 614 2,287 73,479 71,278 993 1,208 - -1,683 35,372
76,811 74,047 - 613 2,152 81,205 78,531 1,086 1,589 -_ -4,394 30,978
86,893 64,358 —_ 615 1,820 90,128 87,609 1,072 1,448 — -3,235 27,743
100,051 97,608 — 557 1,886 103,228 100,626 1,180 1,442 - -3,177 24,566
121,572 119,016 - 540 2,016 122,304 119,421 1,298 1,585 - -732 23,834
126,629 124,246 — 675 1,708 137,928 134,661 1,474 1,793 —_ -11,299 12,535
148,434 136,127 — 6,096 6,210 151,827 148,025 1,551 2,251 $17,519 14,125 26,661
64 . 160,729 156,553 $2,132 125 1,919 159,820 155,831 1,585 2,404 - 27,570
Estimated future
rience:
Alternative II-A:
1985.. 160,013 175,610 3,206 105 1,092 170,883 166,824 1,725 2,334 -4,364 4,766 32,336
188,745 3,720 2,202 180,911 176,758 1,795 2,359 8,741 5,104 37,440
203,587 4,315 72 3.816 193,321 188,918 1,837 2,466 4,413 13,855 51,205
230,336 5,004 59 5,633 X 201,867 2,085 2,531 - 34,549 85,844
249,377 5,795 . 48 9,050 220,113 215,355 2,244 2,514 - 44,157 130,001
175,100 3.206 105 1,083 170,894 166,835 1,725 2,334 -4,364 4,237 31,807
186,877 3,728 90 2,083 181,305 177,146 1,795 2,364 -7,541 3,912 35,719
202,175 4,352 72 3,303 194,950 180,518 1,848 2,484 -5,613 9,339 45,057
229,667 5,098 60 5,034 210,288 205,610 2,108 2,570 —_ 29,571 74,
249,908 5,957 49 8,172 226,223 221,351 2,281 2,591 - 37,862 112,490

8t



Under the Congressional Budget Act of 1974 (Public Law 93-344), fiscal years 1977 and
later consist of the 12 months ending on September 30 of each year. The act further provides
that the calendar quarter July-September 1976 is a period of transition from fiscal year 1976,
which ended on June 30 1976, to fiscal year 1977, which began on October 1, 1976.

*Beginning in 1983, includes government contributions on deemed wage credits for military
service in 1957 and later. The amount shown for 1983 includes, in addition to the annual

final adj including madeinlhefollowmgfuenlyeu‘!‘hemmuof!hae
i dj u'e‘ luded in net i Forympmrtol%7nducnpuononhe

hod of for administrative d in the 1970 Annual Report.
Beginning in 1983, thueﬁgurureﬂectpaymennfmmnbomwmgmfnndtoalndmgm
fnndformtuwmnmounuowedunderthemtctfmdbomwmgpmvmmbegmnmg

contributions on 1983 wage credits, a net amount of $5,388 million representing (1)
contributions on deemed wage credits for military service in 1957-82, less (2) all m.mbnnemcnu
received prior to 1983 for the costs of such credits. An adjustment to these

ml983mtelu!pudfromt.heuunfundtolhe ]l fund on
The shown for 1983 includes $6,677 million in interest on (l) retmncnve
govemmcnt contributions on deemed wage credits for military service in 1957-82, and (2)

$466 million was transferred to the trust fund from the general fund of the Treasury in 1984.

*Includes payments (1) in 1947-52 and in 1967 and later, for costs of noncontributory wage
credits for military service performed before 1957; (2) in 1972-83, for costs of deemed w.
credits for military service performed after 1956; and (3) in 1969 and later, for costs of
to certain uninsured who attained age 72 before 1968. The amount shown for 1978 llso

d benefit checks issued before 1983. The amount shown for 1984 includes an interest
.djustment of $1,732 million on government contributions on deemed wage credits for military
service in 1957-83.

Beginning in 1967. includ: paymems for vocational rehabilitation services furnished to
disabled ,,‘ on.hc:rd.mb:hhu.nepnnm;ml%l amounts are
d ‘b of for iated benefit checks. The amount shown for

includes $2,724,000 as a single reimbursement for the estimated total costs of
noncontributory wage credits to individuals who were interned during World War 11 at phca
within the United States operated by the Federal Government for the internment of persons of
Japanese ancestry.

“Net interest includes net profits or losses on marketable investments. Beginning in 1967
administrative expenses are cKlrged currently to the trust fund on an estimated basis, with

1983 is reduced by $288 miltion for all unnegotnled checks issued before 1983; reductions in
subsequent years are relatively small.

sPositive figure represents amounts lent to the OASI Trust Fund from the DI and HI Trust
Funds Negative figures represent amounts repaid from the OASI Trust Fund to the DI and HI
Trust Funds.

6y



TABLE 21.—OPERATIONS OF THE OASI TRUST FUND DURING SELECTED CALENDAR YEARS 1940-84 AND ESTIMATED FUTURE OPERATIONS DURING
CALENDAR YEARS 1985-89 ON THE BASIS OF THE INTERMEDIATE SETS OF ASSUMPTIONS

[In millions]
Income Disbursements
Pa
Income from the T

from taxa- general fund Adminis- 1o Railroad Interfund Net Fund at
Net contri- tion of of the Ne Benefit trative Retirement  bomowi increase ond of
Tota! jons? benefits Treasury* interests Total payments*  expenses Account  transfers® in fund period
$325 - — $62 $35 $26 - - $2,031
1,420 1,285 - - 134 304 274 30 _— - 1,116 7121
2,928 2,667 - $4 257 1,022 961 61 — - 1,905 13,721
6,167 5,718 - - 454 5,079 4, 119 -$7 — 1,087 21,663
11,382 10,866 - - 516 11,188 10,6877 318 —_ 1 20,324
16,610 16,017 - - 593 17,501 16,737 328 436 - -890 18,235
2,220 , - 449 1,515 X 28,798 471 579 - 2,371 32,454
59,605 56,816 - 425 2,364 60,395 68,517 898 982 - -7 36,987
66,276 63, - 614 2,301 67,876 85,705 959 1,212 —_ -1,600 35,388
72,412 89,572 - 613 2,227 75,309 73121 981 1,208 -_ -2,897 32,491
78,094 75471 —_ 615 , ,064 X 1,115 1,589 - -4,971 27,520
90,274 87,919 - 557 1,797 93,133 90,573 1,113 1,448 - -2,860 24,660

105,641 103,456 - 540 1,845 107,678 105,083 1,154 1,442 - -1,837 :
125,361 122,627 -_ 675 2 128,695 123,803 1,307 1,585 -— -1,334 21,490

125,198 123,673 - 845 142,119 136,806 1,519 1,793 $17,519 588 i
X 138,337 _ 5,541 6,708 152,999 149,215 1,534 2,251 -— -2,416 19,672
169,328 164,121 $2,835 105 2,267 161,883 157,847 1,832 2,404 - 7,445 27,117
182,536 177,509 3,336 90 1,511 172,897 168,821 1,742 2,334 -4,384 5,274 32,301
196,069 192,472 3,848 72 2,677 183,621 179,435 1,828 2,359 -8,741 6,708 39,008
216,197 207,225 4,470 59 4,443 196,499 192,062 1,971 2,466 -4,413 15,285 54,383
246,008 235,573 5,182 48 7,205 209,772 205,119 2,122 2,531 — 36,236 92,619
270,645 253,679 6,000 39 10,928 223,575 218,781 2,280 2,514 — 47,071 139,689
161,470 176,563 3,336 90 1,481 172,908 168,832 1,742 2,334 -4,364 4,198 31,315
197,147 190,764 3,859 72 2,452 184,141 179,947 1,830 2,364 -7.541 5,465 36,779
214,434 205,915 4,515 80 3,943 198,489 184,020 1,985 2,484 -5,613 10,332 47,111
246,799 234,992 5,291 49 6,467 214,169 209,452 2,148 2,570 - 32,630 79,740
270,935 254,651 6,179 40 10,064 230,238 225,326 2,321 2,591 — 40,697 120,437

See following page for footnotes.

os



ing in 1983, inciudes government contributions on deemed wage credits for military
service in 1957 and later. The amount shown for 1983 includes, in addition to the annual
contributions on 1983 wage credits, a net amount of $5,388 million representing (1) retroactive
contributions on deemed wage credits for military service in 1957-82, less (2) all reimbursements

hod of ing for ad ive exp is d in the 1970 Annual Report.
Beginning in 1983, these figures reflect payments from a borrowing trust fund to a lending trust
fund for interest on amounts owed under the interfund borrowing provisions. Also beginning in
1983, interest paid from the trust fund to the general fund on advance tax transfers is reflected.
The

received prior to 1983 for the costs of such credits. An adj to these

$466 million was transferred to the trust fund from the general fund of the Treasury in 1984.

*Includes payments (1) in 1947-51 and in 1966 and later, for costs of noncontributory wage
credits for military service performed before 1957; (2) in 1971-82, for costs of deemed wage
credits for military service performed after 1956; and (3) in 1968 and later, for costs of benefits
to certain d p who attained age 72 before 1968. The amount shown for 1977 also
includes $2,724,000 as a single reimb for the esti d total costs of granting
noncontributory wage credits to individuals who were interned during World War II at places
within the United States operated by the Federal Government for the internment of persons of
Japanese ancestry.

*Net interest includes net eroﬁts or losses on marketable investments. Beginning in 1967,
administrative expenses are charged currently to the trust fund on an estimated basis, with a
final adj including i made in the following fiscal year. The amounts of these
are included in net i For years prior to 1967, a description of the

e

interest

shown for 1983 includes $6,677 million in interest on (1) retroactive government
contributions on deemed wage credits for military service in 1957-82, and (2) unnegotiated
benefit checks issued before 1983. The amount shown for 1984 includes an interest adjustment
of $1,732 million on government contributions on deemed wage credits for military service in
1957-83.

Beginning in 1966, includes pay for v ] rehabilitation services furnished to
disabled ns iving benefits b of their disabilities. Beginning in 1983, amounts are
duced b: of ret for iated benefit checks. The amount shown for

Y B
1983 is reduced by $288 million for all unnegotiated checks issued before 1983; reductions in
b years are relatively small.
sPositive figure represents amounts lent to the OAS] Trust Fund from the DI and HI Trust
Funds. Negative figures represent amounts repaid from the OASI Trust Fund to the DI and HI
Trust Funds.

IS



TABLE 22.—OPERATIONS OF THE DI TRUST FUND DURING SELECTED FISCAL YEARS 1960-84 AND ESTIMATED FUTURE OPERATIONS DURING FISCAL
YEARS 1985-89 ON THE BASIS OF THE INTERMEDIATE SETS OF ASSUMPTIONS

[In millions]
Income Disbursements
Payments
Income from the Transfers

from taxa- general tund Adminis- to Railroad Interfund Net Fund at
Net contri- tion of of the Net Benefit trative Retirement  borrowing increase end of
Total butions? benefits Treasury? interest' Total payments*  expenses Account  transfers* in fund period
$1,034 $987 - — $47 $533 $528 $32 -$27 - $501 82,1687
1,237 1,175 - — 62 1,495 1,392 79 24 - -257 2,007
4,380 4141 - $16 223 2,954 2,795 149 10 - 1,426 5,104
7,920 7.356 - 52 512 7,982 7,701 253 29 - 62 8,191
8,355 7,797 - 80 468 9,606 9,314 266 26, - -1,251 8,939
2,172 2,159 - — 13 2,653 2,582 7 - - -481 6,459
9,374 8,900 - 103 372 11,580 11,212 378 () — -2,215 4,243
12,784 12,404 - 128 251 12,655 12,298 327 — 129 4,372
15,196 14,750 - 142 305 13,844 13,507 407 30 —_ 1,252 5,624

17,376 16,805 — 118 453 15,320 14,998 334 -12 - 2,058 7
12,993 12,589 - 130 273 17,280 16,846 405 29 — -4,288 3,382
21,398 X - 166 363 18,035 17,437 572 26 — 3,363 6,755

21,848 19,036 — 1,205 1,515 18,231 17,544 659 28 -$5,081 -1,466 5,

17,732 16,394 $143 - 1,195 18,379 17,772 585 22 - 647 4,
17,891 18,820 222 - 849 19,916 19,121 732 63 2,540 515 5,157
19,021 18,146 251 —_ 624 20,297 19,442 787 68 2,541 1,265 ,422
20,442 19,579 286 - 577 21,074 20,208 800 66 - 831 5,791
22, ,003 330 - 530 22,147 21,243 839 66 - 806 6,597
24,907 23,898 382 - 628 23,321 22,366 893 62 - 1,586 8,183
17,843 16,773 222 - 848 19,916 19,122 732 63 2,540 487 5,109
18,836 17,968 251 - 816 20,338 19,461 787 68 2,541 1,041 6,150
20,276 19,443 288 - 544 21,232 20,361 804 67 - -956 5,194
22,822 22,029 336 - 458 22,505 21,588 846 70 — 317 5512
24,854 23,953 391 - 511 23,863 22,891 906 66 — 991 6,509

[4S



luded in net i Foryunpmno'l:7nde.mpdonotthe

‘Under the Congressional en&‘.:: Act of 1974 (Public Law 93-344), fiscal years 1977 and
hlcrcotmnoftheumondu onSeptembchOofe-chyeuThelctf\lrdwr

that the calendar quarter July-Seplcmber 1976 is a period of transition from fuenl year 1976,
which ended on June 30, 1976, to fiscal year 1977, which began on October 1, 1976,

are
“of ing for ad in 970 Annual Report.
Beginning in 1983, Lhesefgumreﬂectp-ymenufmmlbormwmgmﬁmdwulendm;m
fundfmmterutonnmomuowedunderthemmﬁmdbonwmgpmvmmugmm

*Beginning in 1983, includ ernment contributions on deemed wage cmdm for mili in 1983, interest paid from the trust fund to the fund on fe
service in 1957 and later. msomm shown for 1983 mclnde-. in nddmon to the m:,‘“r.y] reflected. The nmou.nt shown for 1983 includes .5660 uull.lon in interest on (l) rl:tto-cuve
contributions on 1983 wage credits, a net amount of $402 million g (1) e gove wage credits for military service in 1957-82, and (2)
contributions on decmed credits for service in 1957-82, less (2) all rei B d benefit checb issued before 1983. The amount shown for 1984 includes an interest
received prior to 1983 for costs of such credits. An adj i dj of $169 million on government contributions on deemed wage credits for military

to these
mmdhmwuulmfmedwthemmﬁmdfmmthegenenlﬁmdoflheTmmrym1984
sIncludes payments (1) in 1967 and later, for costs of noncontributory wage credits for

military service performed before 1957; and (2) in 1972-83, for costs of decmed wage credits for
mﬂlhry'servmperformedaﬁerlw The amount shown for 1978 also includes $3,000 as a

for the esth d total costs of nngnonoonm’bmorywngecmdmto

service in 1957-83.
Beginning in 1967, includ for | rehabilitation

disabled pers ving benefits b of their disabilities.
duced by of b for d benefit checks. amount shown for
1983uredwedbymmﬂmfotlllunnegomwdchechmnedbeforel983 reductions in

services furnished to
in 1983, amounts are

gran
md?lwdulkwhowmmtemeddumgWoddellalpheuvnthmtheUlmedSules P
by the Federal Government for the internment of persons of Japanese ancestry.
‘Net interest includes net ts or losses on marketable investments. Beginning in 1967,
admnmuveexpemumc gaicunmtlytothemmﬁmdonmemmnedbnmmthl
final made in the following fiscal year. The amounts of these

q yeanlre y
N lent by the DI Trust Fund to the OASI Trust Fund.

Podﬁfe'ﬁgnm present repayment of
FKMSMMWMMMMWMthIwMDITM
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TABLE 23.—OPERATIONS OF THE DI TRUST FUND DURING SELECTED CALENDAR YEARS 1960-84 AND ESTIMATED FUTURE OPERATIONS DURING
CALENDAR YEARS 1985-89 ON THE BASIS OF THE INTERMEDIATE SETS OF ASSUMPTIONS

[In millions)
income Disbursements
Payments
Income from the Transfers
from taxa- general fund Adminis- to Rallroad Interfund Net Fund at
Net contri- tion of of the Net Benefit trative Retirement  borrowing increase end of
Calendar year Total butions? benefits Treasury* interests Total payments*  expenses Account  transfers® in fund period
Past axperience:
1960 $1,083 $1,010 - - $53 $38 -$5 - $464 $2,260
1965 1,247 168 - — 59 1,687 1,573 90 24 — -440 1,606
1970. 4,774 4,481 —_ $18 277 3,259 3,085 164 10 — 1,514 5614
1975. 8,035 7,444 - 502 8,790 8,505 256 29 - -754 7,354
1976 . 8,757 8,233 — 103 422 10,368 10,055 285 26 - -1,600 5,745
1077. 9,570 9,138 _— 128 304 11,845 11,547 399 ) -~ -2,375 3,370
1978. 13,810 13,413 — 142 256 12,954 12,599 325 30 -—_ 856 4,226
1979, 15,580 15,114 — 118 358 14,166 13,786 3n 30 — 1,404 5,630
1980. 13,871 13,255 - 130 485 15,872 15,515 368 -12 — -2,001 3,629
1961, 17,078 16,738 _— 168 172 17, 17,192 436 29 —_ -580 3,049
1982, 22,7115 21,995 —_— 174 546 17,992 17,376 590 26 -$5,081 -358 2,601
1983. 20,882 17,991 —_ 1,121 1,569 18,177 17,524 625 28 —_ 2,505 5,195
1964 . 17,309 15,945 $190 - 1174 8,546 17,898 626 22 - -1,237 3,959
Estimated future
experience:

Alternative II-A:
1985.. 18,170 17,125 233 — 812 20,282 19,459 761 63 2,540 427 4,386
9, 18,505 257 —_ 824 20,339 19,481 790 88 2,541 1,588 5,974
20,768 19,927 - 544 ,348 20,473 809 68 - - £,393
23,487 22,579 342 - 567 22,426 21,508 851 66 - 1,062 6,455
25404 24,311 395 — 898 23,633 | 907 62 — 1,771 8,227
18,071 17,029 233 — 809 20,282 19,458 761 63 2,540 329 4,287
, 18,340 258 — 606 20,390 19,531 791 68 2,541 1,354 5,641
20,502 19,801 299 _ 492 21,539 20,6859 813 67 _ -947 4,604
23,347 22,526 348 — 473 22,835 21,905 860 70 — 511 5,208
25,375 24,409 405 —_ 561 24,218 23,230 922 66 - 1,157 8,383

See following page for footnotes.
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Beginning in 1983, includes government contributions on deemed wage credits for military
service in 1957 and later. The amount shown for 1983 includes, in addition to the annual
contributions on 1983 wage credits, 8 net amount of $402 million

fund for interest on amounts owed under the interfund borrowing provisions. Also, beginning
in 1983, mlemtpudfromthemmfundtolhegenenlfundonadvmcemmmfmu

1)
contnbutlons on deemed w.tie e credits for military ser\nce m 1957-82 less (2)all mmbunemenn
received prior to 1983 for costs of such credits. An to these

flected. The shown for 1983 includes $660 million in interest on (1) retroactive
govcrnment contributions on deemed wage credits for military service in 1957-82, and (2)

$62 million was transferred to the trust fund from the general fund of the Treasury in 1984,

*Includes payments (1) in 1966 and later, for costs of noncoatributory wage credits for
military service performed before 1957 and (2) in 1971-82, for costs of deemed wage credits for
military service performed after 1 6 The amount shown for 1977 also includes $3,000 as a
single reimbursement for the i d total costs of granting noncontributory wage credits to
individuals who were interned during World War 11 at places within the United States op

d benefit checks issued before 1983. The amount shown for 1984 includes an interest
adjustment of $169 miflion on government contributions on decmed wage credits for military
service in 1957-83.
Begmmngml966 Tud for ] rehabilitation services furnished to
disabled persons melvmg beneﬁn bw.use of their d:nbllmes Beginning in 1983, amounts are
duced by of sement for iated benefit checks. The amount shown for

by the Federal Government for the internment of persons of Japanese ancestry.

*Net interest includes net ﬁnr rofits or losses on marketable investments. Beginning in 1967
ndministntive expenscs are C ged currently to the trust fund on an estimated basis, with
final 8 made in the following fiscal year. Thenmounl.sofv.hele
dj are included in net i For yenrspnorlol%7 a description of the
method of accounting for administrative expenses is contained in the 1970 Annual Report.
Beginning in 1983, these figures reflect payments from a borrowing trust fund to a lending trust

1983 is reduced by $48 mllhon for all unnegomted checks issued before 1983; reductions in
quent years are relatively N
*Negative figure represents amounts lent by the DI Trust Fund to the OASI Trust Fund.
Positive figures rep pay of these
*Less than $500,000 was transferred from the Railroad Retirement Account to the DI Trust
Fund.
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TABLE 24.—OPERATIONS OF THE OASI AND DI TRUST FUNDS, COMBINED, DURING SELECTED FISCAL YEARS 1960-84 AND ESTIMATED FUTURE
OPERATIONS DURING FISCAL YEARS 1985-89 ON THE BASIS OF THE INTERMEDIATE SETS OF ASSUMPTIONS

[In millions}
Income Disbursements
Payments
Income from the Transfers

from taxa- general fund Adminis- 1o Railroad Interfund Net  Funds at
Net contri- tion of of the Net Benefit trative Retirement  borrowing increase end of
Total butions? benefits Treasury? interest* Total payments*  expenses Account  transfers® in funds period

$11,394 $10,830 - - $564 $11,606 $10,798 $234 $574 - -$212 i
17,681 17,032 - — 648 17,456 16,618 ar79 459 —_ 224 22,187
38,127 34,096 — $458 1,572 30,275 29,063 623 589 - 5,851 37,720
66,677 63,374 - 499 2,804 64,658 62,547 . 1,101 1,010 — 2,018 46,138
70,682 67,352 - 515 2,815 73,801 71,462 1,200 1,239 -— 3,219 44,919
18,359 18,265 —_ — 94 19,764 19,460 304 —_ —_ 1,405 43,514
81,170 77,794 —_ 717 2,659 85,068 82,490 1,370 1,208 - -3,698 39,815
89,595 86,451 - 741 2,403 93,861 X 1,413 1,618 —_ ,265 35,350
102,089 99,108 - 757 2,225 104,072 101,116 1,479 1,477 — -1,883 33,367
117,427 114,413 - 675 2,339 116,548 115,824 1,494 1,430 - -1,121 32,248
134,565 131,606 — 670 2,289 139,584 136,267 1,703 1,614 - -5,019 27,228
148,027 145,113 — 843 2,072 155,963 152,097 2,046 1,820 — -7,936 19,200
170,260 155,163 — 7,391 7,725 170,058 165,569 2,210 2,279 $12,43 12,680 31,950
178,461 172,946 $2,275 125 3,115 178,199 173,603 2171 2,426 - 262 32,212

experience:
ARernative !l-A:

985 . 197,904 192,431 3,428 105 1,940 190,799 185,945 2,457 2,397 -1,824 5,281 37,493
213,778 206,891 3,970 80 2,826 201,208 196,199 2, 2,427 , 8, ,
232,032 ,166 4,601 72 4,193 214,395 209,126 2,737 2,532 4,413 13,224 57,086
263,985 252,429 5,334 59 6,163 8, 223,110 2,924 2,597 — 35,355 92,441
289,178 273,275 6,177 48 9,678 243,435 237,722 3,137 2,576 — 45,743 138,184
197,338 191,874 3,428 105 1,932 190,810 185,956 2,457 2,397 -1,824 4,704 36,918
211,594 ,845 3,979 80 2,679 201,641 196,627 2,582 2,432 -5, ,953 41,889
230,178 221,618 4,640 72 ,847 216,182 210,879 2,752 2,551 5,813 8, 50,251
262,681 251,696 5,433 80 5,492 232,793 227,199 ,954 2, — 29,888 80,139
288,940 273,861 6,348 49 8,682 250,087 244,242 3,188 2,657 - 36,853 118,003

See following page for footnotes.
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'UnderlheConmnandgctActole‘(Pnbhchw”-l“),ﬁmlyunl9‘71|nd
later consist of the 12 months ending 30 of esch year. The act further ps
'.hut.hecdmduqmﬂalnly»smberl GBlpﬂlodofmnonfromﬁmlyleQ
which ended on June 30, 1976, year 1977, whlchbeynonchbal 1976.

Beginning in 1983, includ contr on d d wage credits for military
lenneeml957lndhmmammtmfmlﬂlmlnda.mlddmonwﬂlemnul
1

final adj includi made in the following fiscal year. . The amounts of these
i dj  are included in net i Foryelnpnortowﬂndencnphononhe
hod of for ad d in the 1970 Annual Report.

Beginning in 1983, t.heoeﬁguru ymenufmmnborromgmﬂmdwllendm;m
ﬁmdformtcm(onamonnuowedung' visions. Also,

pro'
ml983 mmmﬁ%mmﬁmww fund of the Treasury on advance tax

contributions on 1983 wage credits, a net amount of $5,790 million

shown for 1983 includes $7,337 million in interest on (1)

)
eontnb\monsondeumdwn'ﬁcmdm ornnllurylervweml957-82.|e-(2)n.ll tmt
received prior to 1983 for costs of such credits. An adjustment to these amounts totaling
SsnmdhonwummfmedwlhemﬁmdlfmlhegmrﬂﬁmdoflheTmuymlW

*Includes payments (1) in 1947-52 and in 1967 and later, for costs of noncontributory wage
credits for military service performed before 1957; (2) in 1972-83, for costs of deemed
credmformlllurylervweperformedaﬁcrl lnd()mlm»dhter,formof
to certain uninsured persons who attained age 72 before 1968. The amount shown for 1978 also
includes $2,727,000 as a single reimbursement for the estimated total costs of granting
noncontributory wage credits to individuals who were interned during World War 11 at places
within the United States operated by the Federal Government for the internment of persons of
Japanese ancestry.

“Net interest includes net mﬁu or losses on marketable investments. Begmnmg in 1967,
administrative expenses are charged currently to the trust funds on an estimated basis, with a

mlllnry service in 1957-!3

*Beginning in 1967, includes pay for ] rehabilitation services furnished to
fissbled p ing benefits b ofthardmhhuesﬂemnn%:lﬂl amounts are
Py of t for 0 benefit checks. amount shown for

by
l%lumdwed by $336 million for allunnegomledchechmnedhzfm 1983; reductions in
years are relatively small.

*Positive figure represents amounts lent to the OASI Trust Fund from the HI Trust Fund.
Negative figures represent amounts repaid from the OASI Trust Fund to the HI Trust Fund.
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TABLE 25.—OPERATIONS OF THE QASI AND DI TRUST FUNDS, COMBINED, DURING SELECTED CALENDAR YEARS 1960-84 AND ESTIMATED FUTURE

OPERATIONS DURING CALENDAR YEARS 1985-89 ON THE BASIS OF THE INTERMEDIATE SETS OF ASSUMPTIONS

{In millions}
income Disbursements
Payments
Income from the Transfers
from taxa- general fund Adminis-  to Railroad Interfund Net Funds at
Net contri- tion of of the Net Benefit trative Retirement  borrowing increase end of
Totat butions! benefits Treasury® interest? Total payments*  expenses Account  transfers* in funds period
$12,445 $11,876 - — $569 $11,798 $11,245 $240 $314 — $647 $22,613
17,857 17,205 — -— 651 19,18 18,311 418 459 - -1,331 19,841
36,993 34,737 - $465 1,761 33,108 k 635 589 - 3,886 ,068
67,640 64,259 _— 515 2,866 69,184 67,022 1,152 1,010 — -1,544 44,342
75,034 71,595 - 77 2,722 78,242 75,759 1,244 1,239 - -3,209 41,133
81,882 78,710 - 741 2,531 87,254 84,667 1,379 208 - -5,272 35,861
91,903 X - 757 2,264 96,018 92,960 1,440 1,618 —_ -4,115 31,746
105,864 103,034 - 675 2,155 107,320 104,359 1,483 1,477 — -1,456 30,291
119,712 116,711 - 670 2,330 123,550 120,598 1,522 1,430 —_ -3,838 26,453
142, 139,364 - 843 2,231 144,352 140,995 1,743 1,614 —_ -1,014 24,539
147,913 145,667 - 854 1,391 160,111 156,182 2,109 1,820 $12,437 239 24,778
171,266 156,328 — 6,662 8,276 171177 166,739 2,159 2,279 - 89 24,867
1984 .. 186,637 180,066 $3,025 105 3,441 180,4; 175,746 2,258 24 - 6,208 31,075
Estimated future
experience:
Alternative II-A:
1985... w 200,705 184,724 3,568 90 2,323 193,180 188,280 2,503 2,397 -1,824 5,702 36,777
218,455 210,977 4,105 72 3,301 203,961 198,916 2,618 2,427 -6,200 8,294 45,071
236,964 227,152 4,766 59 4,987 217,846 212,535 2,780 2,532 -4,413 14,705 59,776
271,495 258,152 5,523 48 7,772 232,197 226,627 2973 2,597 39,298 99,074
96,049 277,990 6,395 39 11,626 247,207 241,444 3,187 2,576 - 48,842 147,916
199,541 193,592 3,568 90 2,290 193,190 188,290 2,503 2,397 -1,824 4,526 35,602
216,350 208,104 4,116 72 3,058 204,532 199,478 2,621 2,432 -5,000 6,819 42,421
235,025 225,716 4814 60 4,435 220,028 214,678 2,798 2,551 -5,613 9,385 51,805
270,146 257,518 5,639 49 6,939 237,005 231,357 3,008 2,640 — 33,141 84,946
296,309 279,060 6,584 40 10,625 254,456 248,556 3,243 2,657 —_ 41,854 126,800

See following page l'or footnotes.
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Beginning in 1983, includes government contributions on decmed wage credits for military
service in 1957 and later. The amount shown for 1983 includes, in addition to the annual
contributions on 1983 wage credits, a net amount of $5,790 million ting (1) retroactive
contributions on deemed wage credits for military service in 1957-82, less (2) all reimbursements
received prior to 1983 for costs of such credits. An adj to these ling
$528 million was transferred to the trust funds from the general fund of the Treasury in 1984.

*Includes payments (1) in 1947-51 and in 1966 and later, for costs of noncontributory wage
credits for military service performed before 1957; (2) in 1971-82, for costs of deemed wi
credits for military service performed after 1956; and (3) in 1968 and later, for costs of benefits
to certain uni d p who attained age 72 before 1968. The amount shown for 1977 also
includes $2,727,000 as 8 single reimbursement for the estimated total costs of granting
noncontributory wage credits to individuals who were interned during World War II at places
within the United States operated by the Federal Government for the internment of persons of
Japanese ancestry.

sNet interest includes net profits or losses on marketable investments. Beginning in 1967,
administrative expenses are charged currently to the trust funds on an estimated basis, with a
final adjustment, including interest, made in the following fiscal year. The amounts of these

interest adjustments are included in net interest. For years prior to 1967, a description of the
method of ing for administrative exp is ined in the 1970 Annual Report.
Beginning in 1983, these figures reflect payments from a borrowing trust fund to a lending trust
fund for interest on amounts owed under the interfund borrowing provisions. Also, beginning
in 1983, interest paid from the trust funds to the general fand of the Treasury on advance tax
transfers is reflected. The amount shown for 1983 includes $7,337 million in interest on (1)
retroactive government contributions on deemed wage credits for military service in 1957-82,
and (2) unnegotiated benefit checks issued before 1983. The amount shown for 1984 includes an
interest adjustment of $1,901 mitlion on government contributions on decmed wage credits for
military service in 1957-83.

Beginning in 1966, includes pay for I rehabilitation services furmished to
disabled persons receiving benefits because of their disabilities. Beginning in 1983, amounts are
reduced by of rei for gotiated benefit checks. The amount shown for
1983 is reduced by $336 million for all unnegotiated checks issued before 1983; reductions in

bseq years are relatively small.
sPositive figure represents amounts lent to the OASI Trust Fund from the HI Trust Fund.
Negative figures represent amounts repaid from the OASI Trust Fund to the HI Trust Fund.
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D. ACTUARIAL ANALYSIS OF BENEFIT DISBURSEMENTS FROM THE FEDERAL OLD-
AGE AND SURVIVORS INSURANCE TRUST FUND WITH RESPECT TO DISABLED
BENEFICIARIES

(Required by section 201(c) of the Social Security Act)

Effective January 1957, monthly benefits have been payable from the
OASI Trust Fund to disabled children aged 18 and over of retired and
deceased workers in those cases for which the disability began before
age 18. The age before which disability is required to have begun was
subsequently changed to age 22. Effective February 1968, reduced
monthly benefits have been payable from this trust fund to disabled
widows and widowers at ages 50 and above.

On December 31, 1984, about 574,000 persons were receiving monthly
benefits from the OASI Trust Fund because of their disabilities or the
disabilities of children. This total includes 52,000 mothers and fathers
(wives or husbands under age 65 of retired-worker beneficiaries and
widows or widowers of deceased insured workers) who met all other
qualifying requirements and were receiving unreduced benefits solely
because they had disabled-child beneficiaries in their care. Also included,
beginning with 1981, are mothers and fathers, as described above, who
are eligible to receive benefits solely because they have disabled children
aged 16 or 17 in their care. Benefits paid from this trust fund to the
persons described above totaled $1,899 million in calendar year 1984.
Table 26 shows these and similar figures for selected calendar years
during 1960-84, and estimated experience for 1985-89.

TABLE 26.—BENEFITS PAYABLE FROM THE OASI TRUST FUND WITH RESPECT TO DISABLED
BENEFICIARIES, SELECTED CALENDAR YEARS 1960-89
[Beneficiaries in thousands; benefit payments in millions]

Disabled beneficiaries, end of year Amount of benefit payments®
Widows Widows
Calendar year Total Children*  and widowers Total Children*  and widowers®
Past experience:

1960........oiccccrenennnn 117 117 - $59 $59 -

1965. . 214 214 _— 134 134 —_
1970 316 281 36 301 260 M
197 435 376 59 664 560 104
197 457 395 62 748 6837 11
1877. 480 414 685 868 748 120
1978.. 494 430 64 850 823 127
1979.. 507 445 62 1,071 948 125
1980.. 519 480 59 1,223 1,097 126
1981 527 473 54 1421 1,206 125
198, 533 484 49 1,586 1,451 115
1983 550 504 46 1,691 1,581 110
1964.. - 574 527 47 1,899 1,714 185

Estimated future experience:
Altemative II-A:
5686 540 46 2,080 1,887 183
600 554 46 2,209 2,008 201
813 567 48 2,380 2,168 212
826 580 46 2,559 2,335 224
640 594 46 2,750 2,514 236
586 540 46 2,080 1,887 193
600 554 46 2,216 2,014 202
613 567 46 2,405 2,190 215
626 580 48 2,814 2,386 228
- 640 594 46 2,832 2,589 243
*Beginning in 1966, includes payments for vocational rehabilitation services. .

*Also includes certain mothers and fathers.

*In 1983 and prior years, reflects the offsetting effect of lower benefits payable to disabled widows and widowers who
continue to receive benefits after attaining age 60 (62, for disabled widowers, prior to 1973) as compared to the higher
nondisabled widow's and widower's benefits that would otherwise be payable.
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Total benefit payments from the OASI Trust Fund with respect to
disabled beneficiaries are estimated to increase from $2,080 million in
calendar year 1985 to $2,750 million in calendar year 1989, based on
alternative II-A, and to $2,832 million in calendar year 1989, based on
alternative II-B.

In calendar year 1984, benefit payments (including expenditures for
vocational rehabilitation services) with respect to disabled persons from
the OASI Trust Fund and from the DI Trust Fund (including payments
from the latter fund to all children and spouses of disabled-worker
beneficiaries) totaled $19,800 million, of which $1,899 million, or 9.6
percent, represented payments from the OASI Trust Fund. These and
similar figures for selected calendar years during 1960-84 and estimates
for calendar years 1985-89 are presented in table 27.

TABLE 27.—BENEFIT PAYMENTS UNDER THE OASDI PROGRAM WITH RESPECT TO DISABLED
BENEFICIARIES, BY TRUST FUND, SELECTED CALENDAR YEARS 1960-89
[Amourts in milions])  *

Benefit payments: from —
OAS! Trust Fund
As a percentage of
total benefit pay-
ments with respect
to disabled
Calendar year Total* Dt Trust Fund® Amount® beneficiaries
Past experience:
1960 $827 $568 $59 9.4
1965 1,707 1,573 134 7.9
1970 3, 3,085 301 8.9
1975 9,169 8, 664 7.2
1976 10,803 10,055 748 6.9
1977 12418 11,547 868 7.0
1978 13,549 12,599 950 7.0
1979 14,857 13,786 1,071 7.2
1980 16,738 15,515 1,223 73
1961 18,613 17,192 1,421 78
1982 18,842 17,376 566 8.3
1983 19,215 17,524 1,601 ee
1984 19,797 17,698 1,609 9.6
Estimated future experience:
Alternative il-A:
1665 21,539 19,459 2,080 9.7
21,8690 19,481 2,209 10.2
22,853 20,473 2,380 10.4
24,087 21,508 2,559 10.6
25414 22,664 2,750 10.8
21,538 19,458 2,080 9.7
21,747 19,531 2,216 10.2
23,084 20,859 2,405 10.4
24,519 21,905 2814 10.7
26,062 23,230 2,832 10.8
Beginning in 1966, pay for vocational rehabilitation services.
*Benefit payments to disabled workers and their children and spouses.
*B. disabled child ed 18 and over, to certain mothers and fathers (see text), and to disabled

- © *g
widows and widowers (see footnote 3, table 26).

Next Page
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E. ACTUARIAL STATUS OF THE TRUST FUNDS

Historically, the actuarial status of the OASDI program has been
measured by the actuarial balance, as described earlier in this section.
Recent annual reports have shown both medium-range and long-range
actuarial balances, which have been computed, respectively, for the 25-
year and 75-year periods beginning with the calendar year of issuance of
the report. Accordingly, the medium-range and long-range actuarial
balances shown in this report pertain to the periods 1985-2009 and 1985-
2059, respectively. Also presented are actuarial balances for the second
and third 25-year subperiods of the 75-year projection period.

As described earlier in this section, a single measure of the actuarial
balance over a long period may not reveal problems which could occur
during that period. Therefore, in addition to the medium-range and long-
range actuarial balances, two other indicators of the financial condition
of the trust funds are shown in this report. One is the series of annual
balances (that is, the year-by-year differences between the estimated total
income rates and cost rates), and the other is the series of estimated trust
fund ratios (assets at the beginning of the year expressed as a percentage
of outgo during the year).

The estimates are sensitive to changes in the underlying economic and
demographic assumptions. The degree of sensitivity, however, varies
considerably among the various assumptions. For example, variations in
assumed fertility rates have little effect on the medium-range estimates,
because almost all of the projected covered workers and beneficiaries
were born prior to the start of the projection period. Variations in
economic factors, however, such as increases in earnings and prices,
have significant effects on the estimates, even in the medium-range
period. In general, the degree of confidence that can be placed in the
assumptions and estimates is greater for the medium-range period than
for the long-range period. Nonetheless, even for the medium-range
period, the estimates are only an indication of the trend and general
range of future program experience. Appendix B contains a more
detailed discussion of the effects on the estimates of varying certain
economic and demographic assumptions.

Table 28 presents a comparison of the estimated cost rates and total
income rates of the OASDI program, based on alternatives II-A and II-
B. On the basis of alternative II-A, annual surpluses are estimated until
about 2020, after which annual deficits are estimated. These deficits are
estimated to incréase steadily to a peak of 1.67 percent of taxable payroll
in 2035 and then decrease to about 1.3 percent by the end of the long-
range projection period. This pattern of annual surpluses and deficits
produces a long-range actuarial surplus of 0.38 percent of taxable
payroll, which consists of average annual surpluses of 2.42 and 0.09
percent of taxable payroll for the first and second 25-year subperiods,
respectively, and an average annual deficit of 1.38 percent for the third
25-year subperiod.

On the basis of alternative II-B, annual surpluses are estimated until
about 2015, after which deficits are estimated for each year. These
estimated deficits increase more rapidly than those based on alternative
II-A, and peak around 2035 at 2.73 percent of taxable payroll. Although
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the annual deficits thereafter are significantly larger than those based on
alternative II-A, they follow a similar pattern, decreasing to about 2.3
percent by the end of the long-range projection period. This pattern of
annual surpluses and deficits produces a long-range actuarial deficit of
0.41 percent of taxable payroll, which consists of an average annual
surplus of 2.00 percent of taxable payroll for the first 25-year subperiod,
and average annual deficits of 0.78 and 2.46 percent for the second and
third 25-year subperiods, respectively.

TABLE 28.—COMPARISON OF ESTIMATED COST RATES AND INCOME RATES OF THE OASDI
PROGRAM, ON THE BASIS OF ALTERNATIVES {i-A AND II-B, CALENDAR YEARS 1985-2060
[As a percentage of taxable payroll]

Cost rate Income rate
Payroll Taxation

OASI DI Total tax  of benefits Total Balance
10.06 1.18 11.24 11.40 0.21 11.61 0.37
0.87 1.09 10.96 11.40 22 11.62 .66
0.81 1.07 10.87 11.40 24 11.64 .76
9.75 1.04 10.79 1212 .28 12.38 159
9.70 1.03 1073 1212 .28 12.40 1.67
9.77 1.02 10.79 1240 30 12.70 1.91
9.73 1.01 10.74 1240 .33 12.73 199
9.70 1.01 10.71 1240 .36 12.76 2.04
9.67 1.01 1069 1240 .39 12.79 210
9.64 1.02 1066 1240 42 12.82 216
.46 1.03 10.48 12.40 .38 12.78 2.30
9.26 1.04 10.30 12.40 .38 12.78 2.48
9.04 1.05 1009 1240 .38 12.78 2.68
8.81 1.06 9.66 12.40 37 1277 291
8.83 1.06 969 1240 .37 12.77 3.08
8.53 1.08 9.81 1240 37 12.77 3.16
8.45 1.10 9.56 12.40 37 1277 321
8.38 113 9.51 12.40 37 12.77 3.2
8.32 1.16 9.48 12.40 37 12.77 3.20
8.27 1.20 9.46 12.40 37 12.77 3.3
8.25 1.23 948 1240 37 1277 3.30
8.27 1.27 9.54 12.40 .38 12.78 3.24
8.30 1.31 9.62 12.40 39 12.79 3.17
8.36 1.35 9.72 12.40 .39 12.79 3.07
8.48 1.39 9.87 1240 40 12.80 293
8.62 1.41 10.03 1240 4 12.81 2.78
9.68 1.52 11.20 1240 47 12.87 1.67
11.06 1.58 12.64 12.40 .55 12.95 k)
12.28 1.65 13.92 12.40 .63 13.03 -.90
13.04 1.60 1464 12.40 .68 13.08 -1.56
13.21 1.56 14.77 12.40 Nl 13.11 -1.67
13.01 1.56 14.57 12.40 72 13.12 -1.48
12.84 1.81 14.45 12.40 73 13.13 1.32
12.84 1.62 14.45 12.40 .73 13.13 -1.32
12.63 1.60 14.43 12.40 .73 13.13 -1.30
12.79 1.60 14.40 12.40 73 13.13 -1.27
9.06 1.12 1018  12.26 35 12.60 2.42
11.31 1.57 12.68 12.40 .57 12.97

12.91 1.59 14.50 12.40 72 13.12 -1.38
11.10 1.43 1252 1235 .55 12.90 38




TABLE 28.—COMPARISON OF ESTIMATED COST RATES AND INCOME RATES OF THE OASDI
PROGRAM, ON THE BASIS OF ALTERNATIVES Hl-A AND II-B, CALENDAR YEARS 1985-2060

(Cont))
[As a percentage of taxabie payroll}
Cost rate Income rate
Payroll Taxation
Calendar year OASI DI Total tax  of benefits Total Balance
Alternative |1-B:

1985 10.10 1.19 11.20 11.40 0.21 11.81 0.32
1986 0.98 111 11.09 11.40 22 11.62 53
1987 9.97 1.08 11.05 11.40 24 1164 .59
1988 .97 1.06 11.04 12.12 26 12.38 1.34
1989 9.95 1.05 11.00 12.12 .28 12.40 141
1990 10.03 1.04 11.07 12.40 3 1271 1.64
1991 10.01 1.03 11.04 12.40 34 12.74 1.70
1992 10.00 1.03 11.03 12.40 .37 12.77 1.74
1993.. 9.98 1.03 11.01 12.40 .40 12.80 1.78
1094 .. 9.96 1.04 11.00 12.40 .43 12.83 1.83
1995.. .81 1.05 10.86 12.40 .40 12.80 1.94
1996... 9.85 1.07 10.72  12.40 40 12.80 2.08
1997.. 9.47 1.08 10.55 12.40 .39 12.79 2.24
1996... 9.26 1.09 1035 12.40 .39 12.79 2.44
1999... 9.1 1.10 10.21 12.40 .39 12.79 2.57
2000... 9.04 1.12 10.17 1240 K] 12.79 2.62
2001 ... 8.98 1.15 10.13 12.40 .30 12.79 2.86
2002... 8.83 1.18 10.11 12.40 30 12.79 2.68
2003... 8.88 1.21 10.09 12.40 K] 12.79 2.70
2004 8.64 1.25 10.09 12.40 .40 12.80 2.70
2005 8.83 1.29 10.12 12.40 .40 12.80 2.87
2006 8.86 1.34 10.20 12.40 41 12.81 2.81
2007 8.91 1.38 10.29 12.40 41 12.81 2.52
2008 8.98 1.42 10.40 12.40 42 12.82 2.42
2009 2.11 1.46 10.56 12.40 .43 12.83 2.27
2010 9.26 1.48 10.74 12.40 A4 12.84 2.10
2015 10.38 1.60 11.98 12.40 51 12.91 .93
2020 11.85 1.66 13.51 12.40 .50 12.99 -.52
2025 13.17 174 14.90 12.40 .87 13.07 -1.83
2030 14.01 1.89 15.70 12.40 .73 13.13 -2.57
2035 14.25 1.64 15.89 12.40 .76 13.16 273
2040 14.06 1.65 1571 12.40 77 13.17 -2.54
2045 13.90 1.70 15.59 12.40 .78 13.18 -2.41
2050 13.88 1.70 15.58 12.40 .78 13.18 -2.40
2055 13.86 1.89 15.55 12.40 .78 13.18 -2.37
2060.... 13.83 1.69 1551 12.40 .78 13.18 -2.33
25-year averages:

1885- - 9.46 1.15 10.62 12.26 .36 12.62 2.06

2010-2034 .. 12.14 1.85 13.79 12.40 .61 13.01 -.78

2035-2059 .. 13.96 168 15.64 12.40 .78 13.18 -2.46
75-year average:

1985-2058 ........ccoocoeeneen, 11.85 1.49 13.35 12.35 .58 12.54 -41

The estimated average long-range income rates based on alternatives
II-A and II-B are about 103.0 and 96.9 percent, respectively, of the
estimated average long-range cost rates (of 12.52 and 13.35 percent of
taxable payroll). Because, in each case, the estimated average income
rate is between 95 and 105 percent of the estimated average cost rate, the
program is in close actuarial balance, based on both alternatives II-A and
II-B. These balances will tend to decline slowly over time as the
valuation period moves forward and near-term years of surplus are
replaced by distant years of deficit.

The estimated cost rates increase rapidly after the medium-range
period, primarily because the number of beneficiaries is projected to
increase more rapidly than is the number of covered workers. This
occurs because the relatively large number of persons born during the
period of high fertility rates from the end of World War 1I through the
early 1960s will reach retirement age, and begin to receive benefits,
while the relatively small number of persons born during the subsequent
periods of low fertility rates will comprise the labor force. During the



65

last years of the projection period, the cost rates generally stabilize at a
fairly high level, which reflects the stabilization in the projected ratio of
the number of beneficiaries to the number of covered workers. Such
stabilization results from the relatively smooth pattern of the assumed
fertility rates. A comparison of the numbers of beneficiaries and covered
workers, both historical and as projected on the basis of all four
alternatives, is shown in table 29.

TABLE 29.—COMPARISON OF OASDI BENEFICIARIES AND COVERED WORKERS
BY ALTERNATIVE, CALENDAR YEARS 1945-2060

Beneficiaries* (in thousands) Covered  ‘Beneficiaries

d workers Ag&f per 100
workers! (in [o] covered
Calendar year thousands) OASI Di Total beneficiary workers
46,390 1,108 —_ 1,106 419 2
46,280 2,930 —_ 2,930 165 -]
65,200 7. — 7,563 6.8 12
72,530 13,740 522 14,262 5.1 20
80,880 18,509 1,648 20,157 40 25
93,080 22,616 2,568 25,186 37 27
100,200 A 4125 31123 3.2 31
*113,000 30,365 4,734 35,119 3.2 I
113,400 31,074 4,836 35,710 3.2 N
*112,600 31,207 4,184 35,391 *3.2 21
1113,400 31,833 3,603 35,726 3.2 232
116,930 32,251 3,769 ,03! 3.3 *30
123,111 32,761 3,657 X 34 30
135,389 35,610 3,804 39,414 34 29
142,242 37,254 3,848 41,100 35 29
152,565 38,197 4,243 42,440 36 26
180,632 39,565 4,901 y 3.6 28
165,021 42,929 5616 46,547 34 29
167,830 X 6,048 54,652 31 33
169,691 55,541 6,268 61,629 27 38
172,319 82,207 6,561 68,768 25 40
175,698 66,840 8,483 73,423 24 42
180,584 68,962 8,425 75,407 24 42
185,678 68,930 6,535 75,485 25 41
191,131 88,959 6,845 75,804 25 40
197,070 66,840 7,064 76,704 26 39
203,556 70,865 7,259 76,144 2.8 38
210,359 72,441 7.451 79,892 26 38
123,100 32,805 3,878 36,683 34 30
134,371 35,921 4,046 39,867 3.4 30
140,775 37,721 4,487 42,188 3.3 30
146,656 39,029 5,145 44,174 34 30
154,606 40,689 6,070 48,759 33 30
157,456 44,314 7,013 51,327 31 33
158,093 50,261 7,560 57,821 2.7 37
157,560 57,496 7,848 65,342 24 41
156,868 64,519 8,154 72,673 22 48
156,834 69,872 7,993 7.665 20 50
157,454 72,107 7.842 79,849 20 51
156,009 72,353 7,884 80,237 2.0 51
158,542 72,547 8,155 80,702 2.0 51
159,246 73,189 8,244 81,433 20 51
160,281 73,874 8,248 82,122 20 51
161,469 74,376 8,335 82,711 20 51
122,802 32,805 3,878 36,683 3.4 30
133,300 35,921 4,043 39,964 33 30
139,485 37,719 4,466 42,185 3.3 30
146,113 39,023 5,142 44,165 33 30
151,562 40,676 6,065 48,741 3.2 N
154,247 44,291 7,004 51,295 3.0 a3
154,856 50,228 7.547 57,775 27 a7
154,308 57,452 7,828 65,280 24 42
153,588 64,462 8,131 72,593 21 47
153,521 69,603 7,967 77,570 20 51
154,108 72,028 7.815 79,843 18 52
154,658 72,264 7,855 80,119 1.9 52
155,184 72,450 8,124 80,574 19 52
156,872 73,082 8,213 81,295 1.9 52
156,871 73,759 8,216 81,975 1.9 52
158,033 74,256 8,303 82,559 1.8 52




TABLE 29.—COMPARISON OF OASDI BENEFICIARIES AND COVERED WORKERS
BY ALTERNATIVE, CALENDAR YEARS 1845-2060 (Cont.)

Beneficiaries? (in thousands) Covered Beneficiaries

C d workers per 100
workers® (in OASDI covered
thousands) OASI Dl Total  beneficiary workers

122,050 32,829 3,893 36,722 3.3 30

128,140 38,211 4,285 40,496 3.2 31

137,035 38,142 5,095 43,237 3.2 32

141,577 38,785 8,031 45816 3.1 32

145,200 41,784 7,179 48,963 3.0 34

146,028 45,825 8,306 54,131 27 37

144,156 52,312 8,934 81,246 24 42

140,845 222 9,225 89,447 20 49

136,365 ,083 9,524 77,607 1.8 57

132,202 74,242 9,230 83,472 16 63

128,330 77,743 8,928 86,671 1.5 68

124,080 78,996 8,827 87,823 14 Al

119,832 80,057 958 89,015 13 74

115,232 81,261 8,754 90,015 1.3 78

111,200 81,6885 8,358 90,043 1.2 81

107,478 81,121 8,017 89,138 1.2 83

'Workers who pay OASDI taxes at some time during the year.

"Beneficiaries with hly benefits in cur pay status as of June 30.

*Preliminary.

Note: The bers of beneficiaries do not include certain uni; d p most of whom both attained age 72 before
1968 and have fewer than 3 quarters of coverage, in which cases the costs are reimbursed by the general fund of the
Treasury. The ber of such unis p was 43,098 as of June 30, 1984, and is estimated to be less than 500 by
the turn of the century.

Table 29 shows that the number of covered workers per beneficiary,
which was about 3.3 in 1984, is estimated to decline in the future. Based
on alternative I, for which high fertility rates and small reductions in
death rates are assumed, the ratio declines to an ultimate level of about
2.6. Based on alternative III, for which low fertility rates and substantial
reductions in death rates are assumed, the decline is much greater,
reaching 1.2 workers per beneficiary. Based on alternatives II-A and II-
B, the ratio declines to 2.0 and 1.9 workers per beneficiary, respectively.
The impact of these changes on OASDI financing is indicated by the
projected number of beneficiaries per 100 workers. Based on alternatives
I, II-A, 1I-B, and III, this rises by the end of the long-range period to
levels of 38, 51, 52, and 83, respectively. These levels are, respectively,
27, 70, 73, and 177 percent higher than the current level of 30
beneficiaries per 100 covered workers.

The implication of this demographic shift is a significantly higher cost
rate during the last third of the long-range period than during the first
two-thirds. Based on all but the most optimistic of the four alternative
sets of assumptions used in this report, the OASDI program is estimated
to have substantial annual deficits during the last 25 years. Based on
alternatives II-B and III, such deficits are also estimated for the middle
25 years of the long-range projection period; even based on alternative
II-A, the estimated average annual surplus for those middle years is
small. Therefore, at some point, either the costs would need to be
reduced or the income would need to be raised in order to maintain
actuarial balance. _

Table 30 shows the OASDI cost rates on the basis of the four
alternatives. Based on alternatives I and II-A, the cost rates generally
decline for the next 20 years. Based on alternative II-B, the cost rates
remain fairly level for about a decade before following a similar
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downward pattern. Based on alternative III, the cost rates fluctuate for
about a decade at levels higher than currently experienced, and then
decline for a few years. During the latter part of the medium-range
period, the cost rates begin to rise, based on all four alternatives.

After the medium-range period, on the basis of each alternative, the
cost rates increase rapidly (because of the demographic shift discussed
earlier). Based on alternative I, the cost rates peak around 2030, after
which they decrease through the end of the projection period. Based on
alternatives II-A and II-B, they follow a similar pattern, except that the
peak occurs about 2035 and the decline thereafter is less. Based on
alternative III, the cost rates continuously increase through the end of
the long-range projection period.

The OASDI cost rates based on alternatives I and III differ by about
16 percentage points at the end of the long-range period, although the
difference is only 3.93 percentage points at the end of the medium-range
period. The average long-range cost rate for the OASDI program varies
from 10.24 percent on the basis of alternative I, to 17.84 percent on the
basis of alternative III, while the average medium-range cost rate varies
much less—from 9.44 to 11.85 percent.

TABLE 30.—ESTIMATED COST RATES OF THE OASDI PROGRAM BY ALTERNATIVE,
CALENDAR YEARS 1985-2060

[As a percentage of taxable payroll]

] -A -8 11}
11.20 11.24 11.29 11.52
10.67 10.96 11.09 11.79
10.72 10.87 11.05 11.75
10.58 10.79 11.04 11.81
10.43 10.73 11.00 12.14
10.42 10.79 11.07 1215
10.18 10.74 11.04 12.04
10.30 1071 11.03 11.96
10.10 10.69 11.01 11.93
10.14 10.66 11.00 12.01

an 10.49 10.86 11.94
9. 10.30 10.72 11.87
9.35 10.09 10.55 11.76
9.07 9.86 10.35 11.81
8.85 9.89 10.21 11.52
8.70 9.61 1047 1153
8.59 9.56 10.13 11.56
8.50 9.51 10.11 11.59
8.42 9.48 10.09 11.62
8.35 9.46 10.09 11.88
8.32 9.48 1012 11.77
8.34 9.54 10.20 11.90
8.37 9.82 10.29 12.08
8.43 9.72 10.40 12.23
8.54 9.87 10.56 1247
8.65 10.03 10.74 1271
953 11.20 11.98 14.44
10.58 12.64 13.51 16.68
11.42 13.92 14.90 19.00
11.72 14.64 15.70 20.82
11.51 14.77 15.89 22.04
11.04 14.57 15.71 22.68
10.67 14.45 15.59 23.82
10.44 14.45 15.58 24.85
10.27 14.43 15.55 25.62
10.15 14.40 15.51 26.17
9.44 10.18 10.82 11.85
10.82 12.68 13.79 17.49
10.67 14.50 15.64 24.18
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Future OASDI cost rates will not necessarily be within the range
defined by the results based on alternatives I and III. Nonetheless,
because alternatives I and III define a reasonably wide range of
economic and demographic conditions, the resulting estimates delineate
a reasonable range for future program costs.

The variations in cost, as reflected in the patterns of the cost rates
based on the four alternative sets of assumptions, are also reflected in the
patterns of the cost as a percentage of Gross National Product (GNP)
based on the four alternatives. Table 31 shows a comparison of the
OASDI cost as a percentage of GNP on the basis of the four
alternatives. Various similarities exist between the patterns of these cost
percentages and the cost rates shown in the previous table. Based on
alternatives I and II-A, the percentages generally decline slowly for the
next 20 years. Based on alternative 1I-B, the percentages remain fairly
level for about a decade before following a similar downward pattern.
Based on alternative III, the percentages fluctuate for about a decade at
levels slightly higher than currently experienced, and then decline for
several years. During the latter part of the medium-range period, the
percentages begin to rise slightly on the basis of all four alternatives.
Shortly after the end of the medium-range period, based on each
alternative, the percentages increase rapidly (because of the demographic
shift discussed earlier) and peak around 2030 based on alternatives I, II-
A, and II-B, while continuing to increase through the end of the long-
range projection period based on alternative III.

Another similarity is that the costs as a percentage of GNP also differ
by a relatively large amount at the end of the long-range period (about
4.6 percentage points between alternatives I and III), although differing
by a much smaller amount at the end of the medium-range period (1.38
percentage points). In addition, the average long-range cost as a
percentage of GNP varies by a relatively large amount (from 4.46
percent based on alternative I, to 6.86 percent based on alternative I1I1),
while the average medium-range cost varies by a much smaller amount
(from 4.16 to 5.03 percent).

TABLE 31.—ESTIMATED COST OF THE OASDI PROGRAM AS A PERCENTAGE OF GNP
BY ALTERNATIVE, CALENDAR YEARS 1985-2060

Calendar year | H-A -8 n
1885 491 4.92 4.94 5.03
1986 4.65 4681 4.86 5.10
1887 4.7 476 4.82 5.06
1988 463 4.72 4.80 5.08
1880 458 470 479 5.21
1860 4.57 4.72 4.82 5.17
1881 4.43 4.71 4.81 5.13
1992 4.53 4.68 4.80 5.11
1993 441 468 4.79 5.11
1984 4.46 4.66 478 5.16
1995 428 458 471 512
1996 4.25 4.50 4.64 5.07
1887 413 4.41 4.57 5.02
1888 4.01 4.30 4,48 494
1999 3.91 4.23 4.41 4.80
2000 3.85 4.19 438 4.89
2001 3.81 417 437 4.89
2002 3.76 4.15 435 4.89
2003 3.73 413 4.34 4.89
2004 3.70 4.12 433 4.91
2005 3.69 412 433 4.93
2006 3.70 414 4.38 4.97
2007 3.71 417 4.38 5.02
2008 3.73 4.21 4.42 5.08
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TABLE 31.—ESTIMATED COST OF THE OASD! PROGRAM AS A PERCENTAGE OF GNP
BY ALTERNATIVE, CALENDAR YEARS 1985-2060 (Cont.)

Calendar year | W-A i-B n
2009 3.78 427 4.48 5.18
2010 3.e3 434 4.55 5.25
2015 421 481 5.01 5.88
2020 485 537 5.57 6.64
2025 4.99 5.868 6.08 7.42
2030 5.10 6.11 8.20 7.98
2035 490 6.10 8.28 6.28
2040 4.78 5.98 8.12 8.44
2045 458 5.86 5.99 8.62
2050 4.48 5.80 5.90 8.83
2055 436 5.74 5.81 8.03
ggeo 4.29 567 571 8.95
yoar avi 3
955-85383‘ 4.18 4.44 4.59 5.03
2010-2034 4.86 5.45 5.64 6.88
2035-2059 457 5.868 597 8.88
75-year average:
1985-2059. 4.48 5.25 5.40 6.86

Table 32 shows a comparison of the estimated average cost rates and
the estimated average total income rates, by trust fund. In the medium
range, actuarial surpluses are estimated for the OASI program, on the
basis of all four alternatives, and for the DI program on the basis of all
but alternative III. The combined OASDI medium-range actuarial
surplus ranges from 0.82 percent of taxable payroll based on alternative
III, to 3.14 percent based on alternative I.

In the long range, actuarial surpluses are estimated for the OASI
program based on alternatives I and II-A, and deficits are estimated
based on alternatives II-B and III. For the DI program, similar patterns
are estimated, except that a negligible deficit—that is, less than 0.005
percent of payroll—is estimated based on alternative II-A. The combined
OASDI long-range actuarial balance ranges from a surplus of 2.55
percent of taxable payroll based on alternative I, to a deficit of 4.69
percent based on alternative III.

TABLE 32.—COMPARISON OF ESTIMATED AVERAGE COST RATES AND TOTAL INCOME RATES
BY ALTERNATIVE AND TRUST FUND

{As a percentage of taxable payroll]
Average cost rate Average total income rate Balance
Calendar years OASH DI Total OASI DI Total OASI| DI Total
Alternative I
1985-2009....... 8.50 0.94 9.44 11.30 1.28 1258 +280 +034 +3.14
2010-2034....... 9.51 112 10.62 11.40 147 12.87 +1.80 +.35 +2.25
2035-2059....... 9.61 1.08 10.67 11.46 1.47 1293 +1.85 +.41 +2.28
1885-2059....... 9.20 1.04 10.24 11.38 1.41 12.78 +2.18 +.37 +2.55
9.06 112 10.18 11.32 1.209 1280 +2.26 +17 4242
11.31 157 12.88 11.48 1.49 12.97 +.17 -.08 +.09
1291 1.59 14.50 11.62 1.50 13.12 -1.29 -.09 -1.38
1.10 1.43 12.52 11.46 1.42 12.90 +.38 -00 +.38
9.46 1.15 10.862 11.33 1.28 12.62 +1.67 +.13 +2.00
12.14 1.65 13.79 11.52 1.49 13.01 -.82 -16 -78
13.98 1.68 15.64 11.68 1.50 13.18 -2.28 -18 -2.46
11.85 1.49 13.35 11.51 1.43 12.94 -35 -07 -41
10.46 1.39 11.65 11.37 1.30 12,86 +.91 -.09 +.62
15.21 2268 17.49 11.86 1.52 13.18 -3.56 -.76 -4.31
2163 255 24.18 12.08 154 13.60 -8.57 -1.01 -10.58
15.77 2.07 17.84 11.68 1.45 13.15 4.07 -.82 -4.69

Note: Totals do not necessarily equal the sums of rounded components.
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Table 33 shows the estimated trust fund ratios for the OASI and DI
programs, on the basis of all four alternatives. The OASI and DI ratios
are estimated to be relatively low for the next several years, before
increasing to very high levels thereafter. Based on alternative I, they
increase throughout the long-range projection period to extremely high
levels, around 1,700 percent for OASI and 2,600 percent for DI. In
contrast, based on alternative III, the OASI ratio, after peaking around
215 percent, decreases rapidly until the fund is exhausted in 2024; the DI
ratio decreases rapidly from its current level, and the fund becomes
exhausted in 1987.

TABLE 33.—ESTIMATED TRUST FUND RATIOS BY ALTERNATIVE AND TRUST FUND,
CALENDAR YEARS 1985-2060

Alternative | ARternative 1I-A Alternative 1I-B Alternative Il
Calendar year  OASI D! Total OAS! DI Total OASI DI Total OASI DI Total

1085.... 24 27 24 24 26 22 24 26 24 24 26 24
1986 26 33 27 25 28 25 24 27 25 22 23 22
1887 20 a4 3 27 3 28 26 33 27 20 2 20
1988 38 45 39 34 31 34 30 28 30 20 b 19
1989 56 56 56 50 35 48 43 20 41 23 1) 21
1990 77 72 76 87 4 84 57 33 54 25 1) 21
102 108 103 86 81 84 73 50 7 30 1) 26

126 139- 127 108 62 104 B8 69 87 36 ) 32

154 177 158 126 103 124 105 87 104 43 Y 39

178 210 181 147 123 145 122 105 121 51 1) 45

212 251 218 170 142 167 141 122 139 59 Y 53

244 287 248 196 160 192 182 137 150 68 ) 61

282 320 286 225 176 220 184 151 181 78 V)

325 372 330 257 191 250 210 183 205 90 1) 79

371 416 375 292 206 282 237 174 230 103 ) 89

417 453 420 325 218 313 263 182 254 116 1) 99

463 510 468 350 244 345 288 204 279 127 ) 110

512 565 517 393 268 378 314 224 304 139 ) 119

562 813 428 287 411 341 239 328 151 ) 129

814 855 818 464 302 444 367 250 353 163 Y 138

665 692 668 499 313 475 384 258 376 174 ) 146

716 725 717 534 321 506 420 262 399 185 ) 153

766 754 784 568 325 535 445 264 420 195 Yy 159

813 779 809 599 327 5681 468 282 440 203 y 163

853 BO5 847 625 328 583 487 259 455 209 ) 166

889 833 882 847 328 602 503 256 488 213 N 166

1007 962 1,001 707 315 654 537 223 495 196 ) 135

1039 1099 1,046 689 289 639 504 177 463 119 1) 53

1,044 1220 1082 635 248 580 433 115 396 I )

10681 1,419 1095 572 214 533 347 51 315 1) ) )

1,117 1651 1,87 518 196 484 261 (234 1) ) )

1223 1857 1,284 478 177 446 180 M 156 0] 1) )

1,352 2006 1418 443 147 410 102 0] 81 0] 1) )

1479 2,182 1551 405 112 372 24 " ) " 1) »

1607 2372 1686 365 78 333 ) ® 1) I 1] I

1735 2568 1,822 325 48 294 o] () 1) " ) ]

8 ] ® () ) ® (®) 2050 2034 2049 2024 1987 2021
*The fund is estimated to be exhausted.
*The fund is not estimated to be exhausted within the projection period.

Note: The OASDI ratios shown for years after a given fund is estimated to be exhausted are theoretical and are shown
for informational purposes only.
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Table 34 itemizes the reasons for the changes in the medium-range and
long-range actuarial balances, based on alternative II-B, between last
year’s report and this report. Also shown are the estimated effects
associated with each reason for change. '

TABLE 34.—CHANGE IN ESTIMATED MEDIUM-RANGE AND LONG-RANGE ACTUARIAL BAL-
ANCE ON THE BASIS OF ALTERNATIVE 1I-B BY TRUST FUND AND REASON FOR CHANGE
[As a percentage of taxable payroll]

Medium range Long range
Item OASI| DI Total OASI DI Total
Shown in last year's report:*
Average total incCme rate ..o 11.28 1.27 12.56 11.48 1.42 12.90
Average cost rate 9.45 1.10 10.54 11.51 1.45 12.85
A balance +1.84 +.17 +2.01 -.03 -.03 -08
Cr:anges in actuarial balance due to changes
n:
L?islaﬁon -.00 -01 -.01 -.00 -01 -.01
Valuation period.............cccvimecnicnieeccnanas +.08 +.01 +.09 -03 +.00 -03
Econommic pi -01 -.00 -.01 +.08 +.01 +.09
maphic BSSUMPHONS ... +.08 +.00 +.08 -02 -.00 -.02
isability ptions -.00 05 -.05 -.00 -04 -.04
Correction of immigration methods . -.02 -.00 -.02 -22 -.02 -24
All other factors ..........cc.evvernnne -.08 +.01 -07 -12 +.02 -.09
Total change in actuarial balance.... +.03 -.04 -01 -.32 -04 -35
Shown in this report:?
Actuarial bal +1.87 +.13 +2.00 -35 -07 -41
Average cost rate ..........c..coevvrericrneccnccsines 9.46 1.15 10.62 11.85 1.49 13.35
A ge total i rate 11.33 1.28 12.62 11.51 1.43 12.94
1Cost rates, total income rates, and taxable payroll are caiculated on the basis of the 1984 alternative II-B, for which the
ultimate pti include annual i of 5.5 percent in average earnings in covered employment and 4.0 percent
in the CPI, an annual unemployment rate of 6.0 percent, and a total fertility rate of 2.0 children per woman. The averages
are computed for projection periods cc ing with 1984,

3Cost rates, total income rates, and taxable payroll are calculated on the basis of the 1985 alternative 11-B, for which the
assumptions are described in a preceding subsection. The averages are computed for projection periods c ing with

Note: Totals do not necessarily equal the sums of rounded components.

Since the issuance of last year’s report, several laws affecting the
OASDI program were enacted. Those having a perceptible effect on the
financial status of the program are described in Section III of this report.
Most of those laws have only short-term financial implications and,
therefore, only negligible effects on the medium-range and long-range
actuarial balances. The small effects shown in table 34 for changes in
legislation are virtually entirely attributable to the enactment of the
Social Security Disability Benefits Reform Act of 1984 (Public Law 98-
460).

In changing from the valuation periods of last year’s report, which
were 1984-2008 and 1984-2058 for the medium-range and long-range
periods, respectively, to the valuation periods of this report, 1985-2009
and 1985-2059, 1984 is replaced by 2009 in the medium range and by
2059 in the long range. For the OASI program, the estimated surplus for
1984 shown in last year’s report (0.41 percent of taxable payroll) is
replaced by a larger surplus for 2009 (2.49 percent) and by a deficit for
2059 (2.14 percent), thereby increasing the medium-range actuarial
balance and decreasing the long-range actuarial balance. For the DI
program, the estimated deficit for 1984 shown in last year’s report (0.14
percent) is replaced by a surplus for 2009 (0.06 percent), thereby
increasing the medium-range actuarial balance; it is replaced by a deficit
for 2059 of 0.13 percent, which is so similar in magnitude that the
resulting increase in the long-range actuarial balance is negligible. The
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net effects of the OASI and DI changes are OASDI actuarial balances
that are higher in the medium range and lower in the long range.

Various economic assumptions were revised for this year’s report. As
compared with last year’s report, labor force participation rates are
assumed to be slightly lower, average real earnings in covered employ-
ment through 1994 are assumed to increase slightly more rapidly, the
index of average earnings used in the projection of benefits better
reflects net earnings from self-employment, and taxable payroll better
reflects the relative levels of wages, salaries, and net earnings from self-
employment. These changes result in a small decrease in the medium-
range actuarial balance and an increase in the long-range actuarial
balance.

Various demographic assumptions were changed for this report. The
starting population was decreased slightly to reflect updated U.S.
population estimates prepared by the Bureau of the Census. The ultimate
total fertility rate is the same, but the rates for the early years are lower,
because the most recent estimates of the rates for 1983 and 1984 are
lower than they were a year ago. Net immigration is assumed to be
500,000 persons per year, rather than 400,000 as in last year’s report; the
effect of this change alone is an increase in the long-range actuarial
balance of 0.11 percent of taxable payroll. The net effect of all the
demographic changes is an increase in the medium-range actuarial
balance and a decrease in the long-range actuarial balance.

The most significant change in disability assumptions is the use of
death-termination rates for disabled-worker beneficiaries that vary with
time. For estimates in past reports, these death-termination rates were
assumed to remain at constant levels throughout the projection period.-
For this report, the rates are assumed to decline in a manner similar to
that assumed for total U.S. mortality rates. This change results in longer
durations of entitlement to disability benefits and, therefore, higher costs
and lower actuarial balances.

After last year’s report was issued, a computational error was discov-
ered in the method used to develop the age distribution of the assumed
number of immigrants, for purposes of projecting the total population.
This error had existed since the 1980 Census data were incorporated into
the projection methodology, in 1982 (after the issuance of the 1982
Annual Report). Although the error did not distort the aggregate net
number of immigrants, it affected the age distribution such that, on
average, a lower age was assumed than is indicated by the historical
data. Correcting this error in methodology results in higher cost rates
and lower actuarial balances, because of decreased taxable payrolls (from
the decreased numbers of younger immigrants) and increased aggregate
benefits (from the increased numbers of older immigrants).

Numerous changes were made in other items. These changes result in

increases in the DI actuarial balances and decreases in the OASI and
combined OASDI actuarial balances.
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VII. CONCLUSION

The actuarial estimates shown in this report indicate that the assets of
the OASI and DI Trust Funds, on a combined basis, will be sufficient to
permit the timely payment of OASDI benefits for many years into the
future, on the basis of all four sets of economic and demographic
assumptions. As before, the trust fund levels are estimated to remain
relatively low through about 1987; the financial condition of the DI
program, in particular, will need to be carefully monitored for the next
several years. After 1987, the OASDI program’s ability to withstand
temporary economic downturns is expected to improve steadily. The
long-range estimates indicate that the program is in close actuarial
balance, as defined below, based on the two intermediate sets of
assumptions. '

In the short range, the estimates for the trust funds, separately,
indicate that the OASI program would operate satisfactorily during this
period, based on all four sets of assumptions. The DI program would
also operate satisfactorily in the short range, based on optimistic or
intermediate assumptions like those designated as alternatives I, II-A,
and II-B. In the event of adverse experience, however, similar to that
illustrated by the pessimistic alternative III set of assumptions, the DI
program would become unable to make timely benefit payments by the
end of 1987.

The assets of the DI Trust Fund, in the short range, are estimated to
be significantly lower than shown in the 1984 Annual Report, primarily
because of the effects of higher benefit costs. The higher costs reflect the
effects of Administration initiatives concerning the continuing disability
review process and the disability reforms that were enacted into law in
October 1984. The effect of these changes is to lower the estimated trust
fund balances to the extent that, based on the pessimistic assumptions,
the DI program would experience near-term financial problems.

In the short range (and for several decades thereafter), the combined
assets of the OASI and DI Trust Funds are estimated to increase each
year, on the basis of alternatives I, II-A, and 1I-B. Based on alternative
111, the assets of the OASI Trust Fund are estimated to be more than
sufficient to prevent the depletion of the DI fund during the short range.
Thus, if financial problems similar to those illustrated by alternative III
were to become imminent, they could be prevented from occurring by a
reallocation of contribution rates between OASI and DI. This remedy
would not involve any increases in total OASDI taxes, nor any
reductions in OASDI benefits.

The estimates based on alternatives I, II-A, and II-B indicate that the
growth in the combined assets of the OASI and DI Trust Funds would
require the complete repayment, by January 1987, of the $10.6 billion
currently owed from the OASI Trust Fund to the HI Trust Fund. Based
on alternative III, the repayment would take longer, with about $0.3
billion being repaid in 1986, and the remaining $10.3 billion being repaid
in 24 monthly installments in 1988-89. The $2.5 billion currently owed
from the OASI Trust Fund to the DI Trust Fund is assumed to be
repaid in 1986, based on all four sets of assumptions.
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For the long-range 75-year projection period, the estimates based on
the intermediate alternative II-B assumptions indicate that the QASDI
program has an average annual deficit of 0.41 percent of taxable payroll.
Although this deficit is larger than the corresponding 0.06-percent deficit
shown in the 1984 report, the program is still estimated to be in “close
actuarial balance”—that is, the average annual income rate is between 95
and 105 percent of the average annual cost rate. The long-range actuarial
deficit represents about 3 percent of the average annual cost rate for the
program.

The estimates based on alternative II-B show a pattern of recurring
annual surpluses in the first half, and recurring annual deficits in the
latter half, of the 75-year projection period. The long-range actuarial
deficit of 0.41 percent of taxable payroll consists of an average annual
surplus of 2.00 percent of taxable payroll for the first 25-year subperiod,
and average annual deficits of 0.78 and 2.46 percent for the second and
third 25-year subperiods, respectively. Thus, in the absence of other
changes, the long-range actuarial balance will tend to decline slowly
over time as the valuation period moves forward and near-term years of
surplus are replaced by distant years of deficit.

Next Page
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APPENDIX A.—ASSUMPTIONS AND METHODS UNDERLYING THE
MEDIUM-RANGE AND LONG-RANGE ESTIMATES

This appendix describes the assumptions and methods which underlie
the medium-range and long-range estimates in this report. Unless specifi-
cally stated otherwise, the assumptions and methods were used for each
of the four alternatives. Some of the economic and demographic
assumptions which vary by alternative are summarized in the section
entitled “Actuarial Estimates.” Further details about the assumptions,
methods, and actuarial estimates are contained in Actuarial Studies
published by the Office of the Actuary, Social Security Administration,
and are available upon request. Estimates of the trust fund operations
during the long-range period expressed in dollar amounts will be
published by the Office of the Actuary, shortly after the issuance of this
report.

TOTAL POPULATION

Projections were made of the population in the Social Security
coverage area by age, sex, and marital status as of July 1 of each year
1984 through 2060. The projections started with the U.S. populstion,
including armed forces overseas, on July 1, 1983, as estimated by the
Bureau of the Census, based on the 1980 Census, and adjusted for births,
deaths, and net immigration during 1980-83. This population estimate
was adjusted for net census undercount and was increased by the
estimated populations in the geographic areas covered by the OASDI
program but not included in the U.S. population. The population was
then projected using assumed rates of birth and death and assumed levels
of net immigration.

Historically, fertility rates in the U.S. have fluctuated widely. The
total fertility rate is defined to be the average number of children that
would be born to a woman in her lifetime if she were to experience the
birth rates by age observed in, or assumed for, the selected year, and if
she were to survive the entire childbearing period. The total fertility rate
decreased from 3.3 after World War I to 2.1 during the Great
Depression, rose to 3.7 in 1957, and then fell to 1.7 in 1976. Since then, it
has been about 1.8 children per woman.

The past variations in fertility rates have resulted from changes in
social attitudes, economic conditions, and the availability and use of
birth-control methods. Future fertility rates may exceed the present low
level, because such a low level has never been experienced in the United
States for a long period of time, and because such a level is well below
that needed to maintain the size of the population, in the absence of
increased net immigration. The recent historical and projected trends in
certain population characteristics, however, are consistent with a contin-
ued relatively low fertility rate. These trends include the rising percent-
ages of women who have never married, of women who are divorced,
and of young women who are in the labor force. Based on consideration
of these factors, ultimate total fertility rates of 2.3, 2.0, 2.0, and 1.6
children per woman were selected for alternatives I, II-A, II-B, and III,
respectively. For each alternative, the total fertility rate is assumed to
reach its ultimate level in 2009. These ultimate values can be compared
to those used by the Bureau of the Census for its latest series of
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population projections. Those fertility rates range from 2.3 to 1.6, with
an intermediate assumption of 1.9.! A rate of 2.1 would ultimately result
in a nearly constant population if net immigration were equal to zero and
if death rates were constant at levels close to current U.S. experience.

Historically, death rates in the United States have steadily declined.
The age-sex-adjusted death rate—which is the crude rate that would
occur in the enumerated total population as of April 1, 1970, if that
population were to experience the death rates by age and sex for the
selected year—declined at an average rate of 1.3 percent per year
between 1900 and 1983. The past reductions in death rates have resulted
from many factors, including increased medical knowledge, increased
availability of health-care services, and improvements in personal health-
care practices such as diet and exercise. Based on consideration of the
likelihood of continued progress in these and other areas, three alterna-
tive sets of ultimate annual percentage reductions in central death rates
by sex and cause of death were selected for 2009 and later. Of these
three sets of assumptions, the intermediate set, which is used for both
alternatives II-A and II-B, is considered most likely to be realized. The
average annual percentage reductions used for alternative I are smaller
than those for alternatives II-A and II-B, while those used for alternative
IIT are greater. Between 1983 and 2009, these reductions in central death
rates for alternatives II-A and II-B are assumed to change gradually
from the average annual reductions by age, sex, and cause of death
observed between 1968 and 1981, to the ultimate annual percentage
reductions by sex and cause of death assumed for 2009 and later.
Alternative I reductions are assumed to change gradually from 50
percent of the average annual reductions observed between 1968 and
1981, while alternative III reductions are assumed to change gradually
from 150 percent of the average annual reductions observed between
1968 and 1981, reaching the assumed ultimate percentage reductions in
2009 in each case.

After adjustment for changes in the age-sex distribution of the
population, death rates were projected to decline at an average annual
rate of about 0.3 percent, 0.6 percent, and 1.2 percent between 1983 and
2060 for alternative I, alternatives II-A and II-B, and alternative III,
respectively.

Net immigration is assumed to be 700,000, 500,000, and 300,000
persons per year for alternative I, alternatives II-A and II-B, and
alternative III, respectively. The assumed net immigration does not
include aliens who may enter the United States illegally, largely because
no reliable estimate of their number exists. For alternatives I, II-A, and
II-B, however, numbers of refugees are assumed to be admitted period-
ically, over and above the annual quotas provided in present law. Those
illegal aliens who were enumerated in the 1980 Census were automatical-
ly included in the starting population.

Table Al shows the projected population by broad age group, for
each of the four alternatives. Because eligibility for many categories of

'U.S. Bureau of the Census, Current Population Reports, Series P-25, No. 952, “Projections of the
Population of the United States By Age, Sex, and Race: 1983-2080,” U.S. Government Printing Office,
Washington, D.C., May 1984.
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OASDI benefits depends on marital status, the population was projected
by marital status, as well as by age and sex. Marriage rates and divorce
rates were based on recent data from the National Center for Health
Statistics.

TABLE A1.—SOCIAL SECURITY AREA POPULATION AS OF JULY 1 AND DEPENDENCY RATIOS,
BY ALTERNATIVE AND BROAD AGE GROUP, CALENDAR YEARS 1960-2060

Population (in thousands) Dependency ratio
65 and
Calendar year Under 20 20-64 over Total Aged* Totap
Past experience:

1960.. 73,108 98,689 17,147 188,944 0.174 0.915
79,959 104,121 18,952 203,032 182 950
80,738 112,613 20,684 214,035 184 .901
78,586 122,705 23,192 224,483 .189 829
74,934 134,850 26,100 235,884 194 749
72,877 145,862 20,071 247,810 199 689
74,212 153,502 32,208 259,922 210 893
77,045 160,224 34,325 271,504 214 895
79,741 167,740 35,235 282,716 210 885

1,664 175,864 389 203,917 207 871
84,410 181,042 39,274 305,626 218 680
67,808 184,645 44,019 317,370 243 719
91,558 165,573 51,510 328,841 278 771
95,007 165,478 ,809 339,204 317 829
97,040 187,264 84,240 349,473 343 866

100,981 192,355 66,056 359,392 343 866
104,487 198,910 85,827 369,224 331 856
108,271 205,591 65,304 379,188 316 844
112,003 211,844 65,911 389,558 311 841
115,568 218,214 87,020 400,602 307 837
119,144 225,446 66,503 413,003 304 832
72,728 145,614 29,082 247,424 200 899
73,169 152,660 32,448 258,277 213 892
74,413 158,802 35,015 268,230 220 .689
74,969 165,728 36,445 277,142 220 6872
74,234 173,228 38,063 285,525 220 648
74,226 178,001 41,362 293,679 232 649
74,979 178,819 47,438 301,238 265 685
78,051 177,210 54,484 307,745 307 737
76,723 174,065 62,291 313,079 358 799
76,872 172,213 ,260 317,365 396 843
77,024 173,124 70,599 320,747 408 853
77,522 174,997 70,791 323,310 405 848
76,225 178,436 70,557 325,218 400 843
76,830 176,638 71,340 | 404 850
79,230 177,221 72,074 328,525 407 654
79,569 178,449 72,633 330,651 407 853
72,572 145,365 20,092 247,029 200 609
71,860 151,811 32,875 256,348 215 .689
71,016 157,345 35,851 264,012 227 878
88,805 163,645 37,573 270,023 .230 .850
64,710 170,499 39,728 274,935 .233 813
61,418 173,909 43,629 278,954 251 804
59,217 172,200 ,435 201,661 837
57,489 167,486 58,342 283,317 348 892
55,457 160,618 687,161 283,256 418 764
53,1 X 74,354 281,798 482 826
50,822 150,301 77,892 279,015 518 856

A 148,759 79,248 274915 540 873
47,270 142,320 .0 269,610 562 604
45, 136,126 81,634 263,420 600 935
43,984 130,546 82,291 256,821 .830 967
. 42,338 126,016 81,853 250,207 .850 .986

Population aged 65 and over, divided by population aged 20-64.
*Sum of population aged 65 and over, and population under age 20, divided by population aged 20-64.

Note: Totals do not necessarily equal the sums of rounded components.
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COVERED POPULATION

The number of covered workers in a year is defined as the number of
persons who, at any time during the year, have OASDI taxable earnings.
Projections of the numbers of covered workers were made by applying
projected coverage rates to the projected Social Security area popula-
tion. The coverage rates—i.e., the number of covered workers in the
year, as a percentage of the population as of July 1—were determined by
age and sex using projected labor force participation rates and unem-
ployment rates, and their historical relationships to coverage rates. In
addition, the coverage rates were adjusted to reflect the increase in
coverage of Federal civilian employment that will result from the 1983
amendments.

Labor force participation rates were projected by age and sex, taking
into account projections of the percentage of the population that is
married, the percentage of the population that is disabled, the number of
children in the population, and the state of the economy. In addition,
recent trends in the labor force participation rates that cannot be fully
explained by the above factors (such as much of the recent increase in
the rate for women) were assumed to continue through 2005. All of
these factors vary by alternative. For men, the projected age-adjusted
labor force participation rates for alternatives I, I1I-A, and II-B for 2060
are, respectively, 2.3, 0.8, and 0.2 percentage points higher than the 1984
level of 76.9 percent, while the rate for alternative III is 1.5 percentage
points lower. For women, the projected age-adjusted labor force partici-
pation rates increase for all of the alternatives. The projected rates for
2060 are 7.3, 6.2, 4.5, and 3.7 percentage points, respectively, above the
1984 level of 53.6 percent.

The total age-sex-adjusted unemployment rate averaged 5.7 percent
for the 30 years 1955-84 and 7.3 percent for the 10 years 1975-84. The
ultimate total age-sex-adjusted unemployment rate is assumed to be 5.0,
3.5, 6.0, and 7.0 percent for alternatives I, II-A, II-B, and III, respective-
ly. For alternatives I, II-A, and II-B, the unemployment rate is assumed
to decline gradually, reaching its ultimate level in 1995. For alternative
III, the unemployment rate is assumed to peak in 1986 and again in 1989,
because of assumed recessions, and thereafter to decline gradually,
reaching its ultimate level in 1995.

The projected age-adjusted coverage rate for men increases from its
1984 level of 73.2 percent to 78.7, 76.9, 76.1, and 74.1 percent in 2060 on
the basis of alternatives I, II-A, II-B, and II1, respectively. Correspon-
dingly, for women, it increases from its 1984 level of 54.1 percent to
65.1, 63.8, 61.9, and 60.6 percent, respectively.

AVERAGE EARNINGS AND INFLATION

Future increases in average earnings and in the Consumer Price Index
for Urban Wage Earners and Clerical Workers (CPI-W) will directly
affect the OASDI program. Average earnings in covered employment
for each year have a direct affect on the size of the taxable payroll and
on the future level of average benefits. Increases in the CPI directly
affect the automatic cost-of-living benefit increases, while inflation in
general affects the nominal levels of average earnings, GNP, and taxable
payroll. In addition, increases in average wages in the U.S. economy
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directly affect the indexation, under the automatic-adjustment provisions
in the law, of the benefit formulas, the contribution and benefit base, the
exempt amounts under the retirement earnings test, the amount of
earnings required for a quarter of coverage, and under certain circum-
stances, the automatic cost-of-living benefit increases.

Increases in average earnings were projected in two components—
increases in real average earnings and increases in the CPl. For
simplicity, real-earnings increases are expressed in the form of real-
earnings differentials—i.e., the percentage increase in average nominal
earnings, minus the percentage increase in the CPl. The assumed
ultimate real-earnings differentials are based on analysis of trends in
productivity gains and the factors linking productivity gains with real-
earnings differentials. For the 30 years 1955-84, annual increases in
productivity for the U.S. economy averaged 2.0 percent, the result of
average annual increases of 2.7, 19, and 1.3 percent for the 10-year
periods 1955-64, 1965-74, and 1975-84, respectively. Meanwhile, the real-
earnings differential averaged 1.0 percentage point for the 30 years 1955-
84, the result of average annual increases of 2.4 and 1.1 percentage
points, and an average annual decrease of 0.4 percentage point, respec-
tively, for the aforementioned 10-year periods. The change in the linkage
between annual increases in productivity and the real-earnings differen-
tial averaged 1.0 percent for the 30 years 1955-84, and 1.7 percent for the
10 years 1975-84. The change in the linkage reflects changes in such
factors as the average number of hours worked per year, the extent to
which workers share in the value of production, and the proportion of
employee compensation paid as wages.

The ultimate annual increases in productivity are assumed to be 2.67,
2.35, 2.05, and 1.75 percent for alternatives I, II-A, II-B, and III,
respectively. The corresponding ultimate annual declines in the linkage
are assumed to be 0.2, 0.4, 0.6, and 0.8 percent. The resulting ultimate
real-earnings differentials are 2.5, 2.0, 1.5, and 1.0 percent.

For alternative II-A, the CPI-W is assumed to increase ultimately at
an annual rate of 3.0 percent. For alternative II-B, the CPI-W is assumed
to increase ultimately at an annual rate of 4.0 percent, which is
somewhat lower than the average annual increase of 4.6 percent
experienced between 1954 and 1984. The ultimate increases in the
average annual CPI-W for alternatives I and III of 2.0 percent and 3.0
percent, respectively, were chosen to include a reasonable range of
possible values. Ultimate annual increases in the GNP price deflator are
assumed to be the same, for each alternative, as for the CPI-W.

The ultimate increases in average annual earnings in covered employ-
ment are assumed to be 4.5, 5.0, 5.5, and 6.0 percent, for alternatives I,
II-A, II-B, and III, respectively. These were obtained, for each alterna-
tive, by adding the assumed annual percentage increase in the CPI-W to
the assumed real-earnings differential. Ultimate increases in average
wages and earnings for the U.S. economy are very similar to those
assumed for average earnings in covered employment.

TAXABLE PAYROLL

The taxable payroll is that amount which, when multiplied by the

combined employee-employer tax rate, yields the total amount of taxes
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paid by employees, employers, and the self-employed. The taxable
payroll is important not just in estimating OASDI income, but also in
determining cost rate, income rate, and actuarial balance. These terms
are defined in the introduction to the section entitled “Actuarial
Estimates.”

In practice, the taxable payroll is calculated as a weighted average of
the earnings on which employees, employers, and self-employed persons
make contributions to the OASDI program. The weighting takes into
account the lower tax rates, as compared to the combined employee-
employer rate, which apply to tips and multiple-employer “excess
wages,” and which did apply, before 1984, to net earnings from self-
employment. For 1984 and later, the amounts of earnings for employees,
employers, and the self-employed were projected separately. For 1983
and later, taxable payroll also includes deemed wage credits for military
service. Estimates of taxable earnings for employees, employers, and the
self-employed were developed from corresponding estimates of earnings
in the U.S. economy, by means of factors which adjust for various
differences in these measures. The factors adjust total U.S. earnings by
removing earnings from noncovered employment, adding earnings from
various outlying areas which are covered by Social Security but are not
included in -published “U.S.” data, and removing earnings above the
taxable earnings base.

The cost of the OASDI program can also be expressed as a percentage
of the Gross National Product (GNP). Such percentages (which are
shown in table 31) are based on the estimated cost rates and on the
estimated ratios of taxable payroll to GNP, which are presented in table
A2. Projections of GNP were made for the first several years based on
assumed quarterly changes in real GNP and in the GNP price deflator.
Thereafter, projections of GNP were made in relation to the estimated
amounts of earnings in the U.S. economy, and thus, indirectly, in relation
to assumed increases in productivity. These projections were based on
projected or assumed changes in the size of the employed labor force,
the level of average earnings, the ratio of earnings to worker compensa-
tion, and the ratio of worker compensation to GNP. :

The ratio of taxable payroll to GNP has risen since 1960, in part
because of ad hoc increases in the contribution and benefit base. The
increase in the ratio for 1983 is largely the result of reflecting in the
taxable payroll the special lump-sum transfers made in that year,
representing contributions on deemed wage credits granted for military
service in 1957-83. The ratio was projected to increase generally for
several years for each alternative (as compared to the value shown for
1982), because of the expanded coverage resulting from the 1983
amendments. The long-range trend, however, was projected to be
downward, because of a continuation of increases in the ratio of
nonwage employee compensation—i.e., fringe benefits—to total compen-
sation. The ratio of wages to total employee compensation is assumed to
decline ultimately by 0.1, 0.2, 0.3, and 0.4 percent per year for
alternatives I, II-A, II-B, and III, respectively. This ratio declined at
average annual rates of 0.43 percent for the 30 years 1955-84, and 0.48
percent for the 10 years 1975-84.
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TABLE A2.—RATIO OF TAXABLE PAYROLL TO GNP BY ALTERNATIVE, CALENDAR YEARS 1860-

“Pest
axpenence
0402
350
407
419
438
429
434
447
Projected, by altemative
I A -8 n
437 438 435 433
439 438 438 437
438 437 435 425
441 437 434 428
442 436 431 424
443 435 428 419
443 433 424 413
442 420 418 408
439 425 412 308
437 421 407 300
435 417 401 383
433 413 385 376
431 400 390
429 408 384 362
427 402 379 355
425 398 373 348
423 384 362 342
INSURED POPULATION

There are three types of insured status under the OASDI program:
fully, currently, and disability. Fully insured status is required of an aged
worker for eligibility to a primary retirement benefit and for the
eligibility of the worker’s spouse and children to auxiliary benefits. Fully
insured status is also required of a deceased worker for the eligibility of
the worker’s survivors to benefits (with the exception of child survivors
and parents of eligible child survivors, in which cases the deceased
worker is required to have had either currently insured status or fully
insured status). Disability insured status, which is more restrictive than
fully insured status, is required of a disabled worker for eligibility to a
primary disability benefit and for the eligibility of the worker’s spouse
and children to auxiliary benefits.

Projections of the percentage of the population that is fully insured
were made by age and sex, based on past and projected coverage rates,
the requirement for fully insured status, and their historical relationships
to fully insured rates. Currently insured status was disregarded for
purposes of these estimates, because the number of cases in which
eligibility for benefits is based solely on currently insured status is
relatively small. Projections of the percentage of the fully insured
population that is also disability insured were developed from historical
trends relating the two. Finally, the fully insured and disability insured
populations were developed from the projected total population by
applying the appropriate percentages.

The fully insured population by age and sex was further subdivided by
marital status, in a manner consistent with the division of the total
population by marital status. Married men are assumed to be more likely
to be fully insured than are widowers who, in turn, are assumed to be
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more likely to be fully insured than are single and divorced men. By
contrast, single and divorced women are assumed to be more likely to be
fully insured than are widows who, in turn, are assumed to be more
likely to be fully insured than are married women. The relative
difference between a widowed woman’s probability of being fully
insured and a married woman’s is assumed to decrease through time,
reflecting the projected large increase in labor force participation among
married women.
OLD-AGE AND SURVIVORS INSURANCE BENEFICIARIES

The numbers of OASI beneficiaries were projected for each type of
benefit separately, by the sex of the worker on whose earnings the
benefits are based, and by the age of the beneficiary. For selected types
of benefits, the numbers of beneficiaries were also projected by marital
status.

The numbers of retired-worker beneficiaries were projected as a
percentage of the aged fully insured population. The percentages for
ages 70 and over are assumed to be 100, because the retirement earnings
test and delayed retirement credit do not apply after age 70. For 1990,
the percentages for ages 65 through 69 are assumed to increase,
reflecting the change effective then in withholding under the retirement
earnings test. The percentages for ages 62 through 69 were projected for
each year of birth as a function of the ratio of the monthly benefit
amount payable at each age of entitlement to the amount payable at
entitlement age 70. Thus, the percentages were projected to decline
gradually as the increases in the delayed retirement credit become
effective, and to decline more rapidly, beginning in 2000, during the
years in which the normal retirement age is scheduled to increase.
Ultimate percentages are assumed to be reached in 2030.

The numbers of aged-spouse beneficiaries were estimated from the
population projected by age, sex, and marital status. The benefits of
aged-spouse beneficiaries are based on the earnings records of their
husbands or wives, who are referred to as “wage earners.” To the
numbers of spouses aged 62 and over in the population, a series of
factors were applied, representing the probabilities that the spouse and
the wage earner meet all of the conditions of eligibility—i.e., the
probabilities that (1) the spouse is not insured, (2) the spouse is not
earning enough to have his or her benefits withheld, (3) the wage earner
is 62 or over, (4) the wage earner is insured, (5) the wage earner is
receiving benefits, and (6) a residual factor including the probability that
the spouse is not eligible to receive a significant governmental pension
based on earnings in noncovered employment.

In addition, the same factors were applied to the numbers of divorced
persons aged 62 and over in the population, with two differences. First,
an additional factor is required to reflect the probability that the person’s
former wage-earner spouse is still alive (otherwise, he or she may be
entitled to a divorced widow(er)’s benefit). Second, factor (5) was not
applied because, effective for January 1985, divorced persons need not
wait to receive benefits until their former wage-earner Spouses are
receiving benefits.
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The projected numbers of children under age 18, and students aged
18, who are eligible for benefits as children of retired-worker beneficiar-
ies, were based on the projected numbers of children in the population
with mothers or fathers who are aged 62 and over. To these numbers of
children, two factors were applied, representing the probabilities that
their mothers or fathers are both insured and receiving benefits. The
numbers of disabled children aged 18 and over were projected as a
percentage of the adult population. The numbers of young-spouse
beneficiaries were estimated as a proportion of the projected numbers of
minor-child beneficiaries, taking into account projected changes in
average family size.

The numbers of aged-widow(er) beneficiaries were estimated from the
population by age, sex, and marital status. Three factors were applied to
the numbers of widow(er)s in the population aged 60 and over. These
factors represent the probabilities that (1) the deceased wage-earner was
fully insured at death, (2) the widow(er) is not fully insured, and (3) the
widow(er)’s benefits are not withheld under the retirement earnings test
or because of eligibility for a governmental pension based on earnings in
noncovered employment. In addition, some insured widow(er)s who had
not applied for their retired-worker benefits are assumed to receive
widow(er) benefits. Also, the same factors were applied to the numbers
of divorced persons aged 60 and over in the population, with an
additional factor representing the probability that the person’s former
wage-earner spouse is deceased.

The projected numbers of children under age 18, and students aged
18, who are eligible for benefits as survivors of deceased workers, were
based on the projected numbers of children in the population whose
mothers or fathers are deceased. To these numbers of children, one
factor was applied, representing the probability that the mother or father
was insured at death. The numbers of disabled children aged 18 and over
were projected as a percentage of the adult population. The numbers of
mother and father survivor beneficiaries were projected from the
numbers of minor-child beneficiaries, taking into account projected
changes in average family size.

The numbers of parent survivor beneficiaries were projected as a
function of the uninsured population aged 62 and over.

Table A3 shows the projected numbers of beneficiaries under the
OASI program. Included among the beneficiaries who receive retired-
worker benefits are some persons who also receive residual benefits
consisting of the excesses of any potential auxiliary benefits over their
retired-worker benefits. Estimates of the number of such residual
payments were made separately for wives, widows, husbands, and
widowers. Residual payments to other beneficiaries were not taken into
account, because of the negligible cost involved.



TABLE A3.—OAS| BENEFICIARIES WITH MONTHLY BE
AS OF JUNE 30 BY ALTERNATIVE, CAL

84

NEFITS IN CURRENT-PAYMENT STATUS
ENDAR YEARS 1960-2060

{In thousands]
Retired workers and auxiliaries Survivors
Wite- Widow- Mother-
Calendar year Worker husband Child widower father Child  Parent Total
Past experience:

1960... 7,813 2,224 260 1,471 368 1,649 35 13,740
2,601 429 2,228 472 1,800 38 18,509
2,859 535 3,151 514 2,673 29 22,818
2,838 6833 3,823 568 2,905 22 28,908
2,867 638 3,939 576 2911 21 27,740
2,899 870 4,042 573 2,843 19 28,428
2,942 862 4,147 569 2,800 18 29,062
2,966 651 4,260 567 2,739 17 29,789
2,987 633 4,354 560 2,668 15 30,365
3,010 639 4,448 549 2,624 14 31,074
3,019 522 4,540 520 2,201 13 31,207
3,051 491 4,632 494 2,093 12 31,633
3,033 479 4,722 367 2,030 11 32,251
3,042 468 4,809 381 1,876 10 32,781
3,144 451 5,148 Je8 1,883 7 35,610
3,486 411 4,878 358 1,813 14 37,254
3,385 427 4,838 358 866 15 38,197
3,257 472 4,755 352 1,937 15 39,565
3,253 554 4,654 345 2,002 18 42,929
3,421 636 4,568 345 2,066 18 ,606
3,708 711 4,556 347 2,134 16 55,541

,884 757 4,609 357 2,199 15 82,207
4,069 760 4,896 370 2,249 16 66,940
4,003 763 4,773 380 2,299 18 68,982
3,768 759 4,796 389 2,354 17 68,930
3,674 792 4,773 397 2,415 17 68,959
3,634 819 4,713 409 2,480 17 69,840
3,707 847 4,647 421 2,543 16 70,885
3,816 869 4,609 433 2,604 15 72,441
3,042 488 4,810 381 1,972 10 32,805
3,179 450 5,149 378 1,818 7 35,921
3,583 408 4,879 334 1,687 14 37,721
3,547 418 4,858 318 1,849 16 39,029
3,470 447 4,804 299 1,822 17 40,689
3,498 507 4,729 284 1,607 18 44,314
3,688 563 4,656 276 1,603 18 50,261
4,000 812 4,638 271 1,605 18 57,496
4,309 639 4,675 270 1,606 18 64,519
4,424 633 4,752 27 1,598 19 69,672
4,375 627 4,835 269 1,587 20 72,107
4,159 613 4,879 265 1,576 21 72,353
4,033 829 4,880 261 1,567 21 72,547
3,975 639 4,832 260 1,559 21 73,189
4,008 645 4,748 259 1,549 21 73,874
4,060 645 4,655 258 1,537 20 74,376
3,042 468 4,610 381 1,972 10 32,805
3,180 450 5,149 378 1,616 7 35,921
3,586 408 4,880 334 1,686 14 37,719
3,557 418 4,863 318 1,648 16 39,023
3,493 446 4,816 299 1,620 17 40,676
3,534 507 4,750 284 1,604 18 44,291
3,735 563 4,688 276 1,599 18 50,228
4,059 611 4,682 270 1,601 19 57,452
4,385 638 4,732 270 1,601 19 64,462
4,518 632 4,822 271 1,593 19 69,603
4,484 626 4,919 269 1,582 20 72,026
4,278 611 4,978 265 1,571 21 ,284
4,162 627 4,994 260 1,561 22 72,450
4,116 637 4,959 260 1,553 22 73,082
4,157 643 4,886 259 1.543 22 73,759
4,215 643 4,802 257 1.530 21 74,256
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TABLE A3.—OASI BENEFICIARIES WITH MONTHLY BENEFITS IN CURRENT-PAYMENT STATUS
AS OF JUNE 30 BY ALTERNATIVE, CALENDAR YEARS 1960-2060 (Cont.)

[in thousands]
Retired workers and auxiliaries Survivors
Wife- Widow- Mother-
Calendar year Worker husband Child widower father Child  Parent Total
Alternative Hi:

1985 - 22,147 3,042 468 4,811 381 1,970 10 32,829
25,251 3,215 448 5,150 370 1,770 7 38,211
27,287 3,877 403 4,879 313 1,567 15 38,142
29,044 3,715 404 4,876 283 1,446 17 39,785
31,210 3,720 410 4,853 250 1,323 19 41,784
35,284 3,828 445 4,812 224 1,232 20 45,825
41,508 4,082 475 4,763 208 1,166 22 52,312
49,174 4,471 498 4,752 194 1,110 22 60,222
56,660 4,878 507 4,778 183 1,056 23 68,083
62,811 5,095 493 4,841 174 1,004 24 74,242
66,069 5,131 477 4,927 163 950 26 77,743
67,504 4,964 454 4,998 150 897 28 78,996
68,692 4,862 454 5,034 139 847 29 80,057
70,014 4812 447 5,026 131 800 30 81,261
70,588 4,804 435 4,951 124 754 31 81,685
70,254 4,778 17 4,815 117 709 30 81,121

Note: The bers of beneficiaries do not include certain uni d persons, most of whom both attained age 72 before
1968 and have fewer than 3 quarters of coverage, in which cases the costs are reimbursed by the general fund of the
Treasury. The number of such uninsured persons was 45,098 as of June 30, 1984, and is estimated to be less than 500 by
the turn of the century. Totals do not necessarily equal the sums of rounded components.

DISABILITY INSURANCE BENEFICIARIES

The numbers of workers entitled to Disability Insurance benefits were
projected from the estimated numbers of such beneficiaries on December
31, 1984, by adding new entitlements, and subtracting terminations. The
starting number of entitled disabled-worker beneficiaries was estimated
by age, sex, and duration of entitlement. The numbers of new entitle-
ments during each year were projected by applying assumed disability
incidence rates, by age and sex, to the projected disability insured
population (excluding those already entitled to disabled-worker benefits).
The numbers of terminations during each year were projected by
applying assumed death and recovery rates, by age, sex, and duration of
entitlement, to the disabled-worker population, and adding the number
of disabled-worker beneficiaries automatically converted to retired-
worker beneficiaries at the normal retirement age (currently, age 65).

The disability incidence rates. which declined during 1975-82 and
increased during 1983-84, are assumed to continue incrcasing from 1984
through 2000, at which time they reach ultimate levels which, for
alternatives II-A and II-B, are about 25 percent higher than the
corresponding average rates for 1979-83. For the other alternatives, the
disability incidence rates follow patterns similar to the one for alterna-
tives II-A and II-B. For alternative I, the ultimate levels are assumed to
be about the same as the average for 1979-83, and, for alternative III,
about 50 percent higher.

The death and recovery rates were projected by age, sex, and duration
of entitlement. For alternatives II-A and II-B, the death rates are
assumed to decline steadily throughout the 75-year projection period,
reaching levels in 2060 approximately 21 percent lower than those
experienced by disabled-worker beneficiaries during 1977-80. The recov-
ery rates are assumed to remain constant at levels about 15 percent
higher than those of the same period, thereby allowing for the estimated
effect of the periodic reviews required by provisions of law first enacted
in 1980, and amended in 1983 and 1984.
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For alternative I, the death rates are assumed to remain constant at
levels equal to those experienced by disabled-worker beneficiaries during
1977-80, and the recovery rates are assumed to remain constant at levels
30 percent higher than those of the same period. For alternative III, the
reductions in death rates are assumed to be double those for alternatives
II-A and II-B; the death rates in 2060 are about 42 percent lower than
those experienced during 1977-80. The alternative III recovery rates are
assumed to be equal to those experienced during 1977-80.

The projected numbers of children under age 18, and students aged
18, who are eligible for benefits as children of disabled-worker benefi-
ciaries, were based on the projected numbers of children in the
population by age and sex of each parent. To these numbers of children
were applied factors representing the probability that either of their
parents is disabled. The numbers of disabled children aged 18 and over
were projected as a function of the numbers of disabled-worker benefi-
ciaries and the size of the adult population.

The numbers of young-spouse beneficiaries were projected as a
proportion of the projected numbers of child beneficiaries who are either
under age 16 or disabled, taking into account projected changes in family
size. The numbers of aged-spouse beneficiaries were projected as a
proportion of the numbers of disabled-worker beneficiaries, based on
recent experience and allowing for projected changes in marriage rates.

Table A4 shows the projected numbers of beneficiaries under the DI
program.

TABLE A4.—Di BENEFICIARIES WITH MONTHLY BENEFITS IN CURRENT-PAYMENT STATUS AS
OF JUNE 30 BY ALTERNATIVE, CALENDAR YEARS 1960-2060

[In thousands]
Auxiliaries
Disabled Wives and
Calendar year workers husbands Children Total
Past experience:
1980 37N 56 94 522
1965 844 187 518 1,648
1870 1,438 271 861 2
1975 2,363 429 1,333 4,125
1976 2,602 468 1,462 4,533
1977 2,755 482 1,496 4,733
1978 2,858 49 1,512 4,861
1879 2,877 483 1,466 4,826
1980 2,863 468 1,403 4,734
1981 2,835 450 1,350 4,636
1982 2,713 399 1,071 4,184
1983 2,591 357 944 3,893
1884 2,567 305 917 3,789
Alternative I:

1985 2,631 308 918 3,857
1990 2,630 308 866 3,804
1985 2,637 288 920 3,846
2000 2,942 303 998 4,243
2005 3,496 325 1,080 4,901
2010 4,121 347 1,149 5,818
2015 4,486 360 1,200 6,046
2020 4,668 374 1,246 6,288
2025 4,878 389 1, 6,561
2030 4,770 386 1,327 6,483
2035 4,879 387 1,358 6,425
2040 4,743 392 1,400 6,535
2045 4,981 411 1,452 6,845
2050 5,133 426 1,505 7,064
2055 5,261 440 1,557 7,259
2060 5,391 453 1,608 7,451
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TABLE A4.—DI BENEFICIARIES WITH MONTHLY BENEFITS IN CURRENT-PAYMENT STATUS AS
OF JUNE 30 BY ALTEF!NATIV"E, CALENDAR YEARS 1960-2060 (Cont.)
n thousand

]
Auxillaries
Disabled Wives and
Calendar year workers husbands Children Total
Ahternative iIl-A:
1 2,645 310 923 3,878
1880 2,798 330 919 4,048
1985 3,067 338 ,083 4,487
2000 3,592 369 1,183 5,145
2005 4,393 402 1,275 8,070
2010 5,250 431 1,332 7,013
2015 5,751 448 1,363 7,560
2020 5,008 462 1,387 7.846
2025 8,263 477 1,413 8,154
2030 6,103 468 1,422 7,993
2035 5,957 461 1,424 7,842
2040 5,893 459 1,432 7,884
2045 6,231 474 1,451 8,155
2050 8,205 481 1,468 8,244
2055 8,281 484 1,483 8,248
6,324 491 1,520 8,335
Aherrative I1-B: -
196 2,645 310 923 3,878
1960 2,795 330 919 4,043
1995 3,066 338 1,083 4,
2000 3,589 369 1,183 5,142
2005 4,388 402 1,275 6,065
2010 5241 43 1,332 7,004
2015 5,738 448 1,362 7.547
2020 5,881 462 ,386 7,828
2025 8,242 477 1,412 8,131
2030 6,079 468 1,421 7,967
2035 5,832 461 1,423 7.815
2040 5,068 458 1,430 7,855
2045 6,201 474 1,449 6,124
2050 6,265 481 1,466 8,213
2055 8,251 484 1,481 8,216
6,204 491 1,518 8,303
Alternative Iii:
198 2,654 312 928 3,803
1980 2,065 350 970 4,285
1995 3,509 388 1,196 5,095
2000 4,281 433 1,337 6,031
2005 5,315 470 1,394 7,179
2010 6,408 500 1,398 8,
2015 7,046 512 1377 8,934
2020 7,348 523 1,354 9,225
2025 7,654 534 1,338 9,524
2030 7,416 513 1,302 9,230
2035 7.181 492 1,256 8,928
2040 7.139 475 1,213 8,827
2045 7,297 481 1,180 6,958
2050 7,135 472 1,147 8,754
2055 6,793 453 1,111 8,358
6,508 434 1,075 8,017

Note: Totals do not necessarily equal the sums of rounded components.

AVERAGE BENEFITS

Average benefits were projected by type of benefit based on recent
historical averages, projected average Primary Insurance Amounts
(PIAs), and projected ratios of average benefits to average PIAs.
Average PIAs were calculated from projected distributions of benefi-
ciaries by duration from year of award, average awarded PIAs, and
increases thereto since the year of award, because of automatic benefit
increases, recomputations to reflect additional covered earnings, and
other factors. Average awarded PIAs were calculated from projected
earnings histories, which were developed from the actual earnings
histories associated with a sample of awards made in 1979.

For several types of benefits—retired-worker, aged-spouse, and aged-
widow(er) benefits—the percentage of the PIA that is payable depends
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on the age at initial entitlement to benefits. Projected ratios of average
benefits to average PIAs for these types of benefits were based on
projections of age distributions at initial entitlement.

BENEFIT PAYMENTS

For each type of benefit, annual benefit payments were calculated as
the product of (1) the number of beneficiaries on June 30, and (2) twelve
times the corresponding average monthly benefit. These amounts were
adjusted to include retroactive payments to newly awarded beneficiaries.

Lump-sum death payments were calculated as the product of the
number of such payments, which was projected on the basis of the
assumed death rates, the projected fully insured population, the estima-
ted percentage of the fully insured population that would qualify for
benefits, and the amount of the lump-sum death payment, which is $255.

ADMINISTRATIVE EXPENSES

The projection of administrative expenses through 1994 was based on
assumed increases in average wages, increases in the CPI, and increases
in the number of beneficiaries. For years after 1994, administrative
expenses are assumed to increase with the numbers of beneficiaries and
with average earnings in covered employment, taking into account
assumed increases in productivity.

RAILROAD RETIREMENT FINANCIAL INTERCHANGE

The effect of the financial interchange with the Railroad Retirement
program was evaluated on the basis of trends similar to those used in
estimating the cost of OASDI benefits. The resulting effect was an
average annual long-range cost to the OASDI program of 0.02 percent
of taxable payroll.

BENEFITS TO UNINSURED PERSONS

The law provides for special monthly cash payments to certain
uninsured persons who attained age 72 before 1968 or who have 3
quarters of coverage for each year after 1966 and before the year of
attainment of age 72. These payments are made from the OASI Trust
Fund, which is then reimbursed from the general fund of the Treasury
for the costs (including administrative expenses and interest) associated
with providing payments to those persons with fewer than 3 quarters of
coverage. Neither the payments nor the reimbursements are reflected in
the cost rates or the income rates. These amounts are reflected, however,
in tables which show trust fund operations.
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APPENDIX B.—SENSITIVITY ANALYSIS

This appendix presents estimates which illustrate the sensitivity of the
medium-range and long-range estimates to changes in selected individual
assumptions. Although the estimates based on the four alternative sets of
assumptions illustrate the variations in the estimated actuarial balances
resulting from different combinations of assumptions, they do not show
the variations resulting from changes in any single assumption. In this
sensitivity analysis, alternative II-B is used as the reference point, and
one assumption at a time within that alternative is varied. Similar
variations in the selected assumptions within the other alternatives
would result in similar relative variations in the actuarial balances.

Each table which follows shows the effects of changing the particular
assumption under consideration on the average OASDI cost rates, total
income rates, and balances. Because the income rates consist mostly of
the contribution rates, which are specified in the law, the income rates
themselves vary only slightly with changes in assumptions. Consequent-
ly, they are not considered in the discussion of the tables. The change in
cach of the balances is approximately equal to the change in the
corresponding cost rate—but in the opposite direction.

TOTAL FERTILITY RATE

Table Bl shows the estimated average OASDI cost rates, income
rates, and balances, on the basis of alternative 1I-B with various assumed
ultimate total fertility rates. These assumptions are that the ultimate total
fertility rates will be 1.6 children per woman (as assumed for alternative
III), 2.0 (as assumed for alternatives II-A and 1I-B), and 2.3 (as assumed
for alternative I). The rates are assumed to change gradually from their
current levels and to reach their ultimate values in 2009.

TABLE B1.—ESTIMATED AVERAGE OASDI COST RATES, TOTAL INCOME RATES, AND BAL-
ANCES, BASED ON ALTERNATIVE H-B WITH VARIOUS FERTILITY ASSUMPTIONS

[As a percentage of taxable payroll]
Ultimate total fertility rate*
Calendar years 3 16 20 23

Averag: cost rate:

10685-2009 10.59 10.62 10.64

2010-2034 14.40 13.79 13.42

2035-2059 18.55 15.64 13.99

1985-2059 1451 13.35 12.68
Averag? total income rate:

1985-2009 12.62 12.62 12.62

2010-2034 13.04 13.01 12.99

2035-2059 13.32 13.18 13.10

1985-2059 12.98 12.94 12.90
Balance: .

1985-2009 2 +2.03 +2.00 +1.08

2010-2034 -1.36 -78 -.42

2035-2059 -5.22 -2.46 -.90

1985-2059 -1.52 -4 +.22

1The total fertility rate for any year is the average number of children who would be born to a woman in her lifetime if
she were to experience the birth rates by age observed in, or assumed for, the selected year, and if she were to survive the
entire child-bearing period. The ultimate total fertility rate is assumed to be reached in 2009.

For the first 25 years, the average cost rate for the three fertility
assumptions varies by only 0.05 percent of taxable payroll. In contrast,
the average long-range cost rate varies over a wide range, decreasing
from 14.51 to 12.68 percent, as the assumed ultimate total fertility rate
increases from 1.6 to 2.3. Similarly, while the medium-range actuarial
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balance varies by only 0.05 percent of taxable payroll, the long-range
actuarial balance varies over a much wider range—from -1.52 to +0.22
percent.

During the medium-range period, changes in fertility affect the
working population only slightly and result in relatively minor changes
in the number of child beneficiaries. Hence, the program cost is affected
only slightly. For the 75-year long-range period, however, changes in
fertility have a relatively greater impact on the labor force than on the
beneficiary population, thereby resulting in significant changes in cost.
Each increase of 0.1 in the ultimate total fertility rate increases the long-
range actuarial balance by about 0.25 percent of taxable payroll.

DEATH RATES

Table B2 shows the estimated average OASDI cost rates, income
rates, and balances, on the basis of alternative II-B with various
assumptions about future reductions in death rates. The analysis was
developed by varying the percentage decrease assumed to occur during
1983-2060 in the age-sex-adjusted death rate. The decreases assumed for
this period are about 22 percent (as assumed for alternative I), 38 percent
(as assumed for alternatives II-A and II-B), and 59 percent (as assumed
for alternative III).

TABLE B2.—ESTIMATED AVERAGE OASDI COST RATES, TOTAL INCOME RATES, AND BAL-
ANCES, BASED ON ALTERNATIVE II-B WITH VARIOUS DEATH-RATE ASSUMPTIONS
[As a percentage of taxable payroll)

Reduction in death rates!

Calendar years 22 percent 38 percent 59 percent
Avera? cost rate:
1985-2009 10.43 10.62 10.81
2010-2034 13.16 13.79 14.63
2035-2059 14.49 15.64 17.52
1985-2059 12.69 13.35 14.32
Avom? total income rate:
1985-2009 12.61 12.62 12.63
2010-2034 12.98 13.01 13.05
2035-2059 13.12 13.18 13.27
1985-2059 12.91 12.94 12,98
1985-2009 +2.19 +2.00 +1.82
2010-2034 -18 -78 -1.58
2035-2059 -1.97 -2.46 -4.25
1985-2059 +.21 -4 -1.34

The measure of the reduction in death rates is the percentage decrease in the age-sex-adjusted death rate during 1983-

Because the decreases in death rates are assumed to occur gradually,
the variation in program cost for the medium-range period is less
pronounced than the variation for the long-range period. The medium-
range cost rate increases from 10.43 percent (for 22-percent lower
- ultimate death rates) to 10.81 percent (for 59-percent lower ultimate
rates). The long-range cost rate increases from 12.69 to 14.32 percent.
The actuarial balance decreases from +2.19 to +1.82 percent for the
medium-range period, and from +0.21 to -1.34 percent for the long-
range period.

Lower death rates cause both the income and outgo of the OASDI
program to be higher than they would otherwise be. The outgo,
however, will increase more rapidly than the income for the medium-

and long-range periods. Reductions in the death rates for people who
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have attained the normal retirement age (people whose death rates are
the highest) extend the length of time that retirement benefits are paid.
Although an increase in taxable payroll results from lower death rates at
ages 50 through the normal retirement age, this is more than offset by
the additional retirement and disability benefits which subsequently
result. At ages 20-49, death rates are so low that even substantial
reductions would not result in significant increases in the numbers of
covered workers or beneficiaries. Lower death rates at ages below 20
have relatively little long-term effect on the relationship between outgo
and taxable payroll. Consequently, if death rates by age are lower by the
same relative amount, outgo increases at a rate greater than the rate of
growth in payroll, thereby resulting in higher cost rates. Each additional
10-percent reduction in the age-sex-adjusted death rate assumed to occur
in 1983-2060, relative to the 38-percent reduction assumed for alternative
1I-B, decreases the long-range actuarial balance by about 0.40 percent of
taxable payroll.
DISABILITY INCIDENCE RATES

Table B3 shows the estimated average OASDI cost rates, income
rates, and balances, on the basis of alternative II-B with various
assumptions about future disability incidence rates. These assumptions
are that the ultimate annual age-sex-adjusted disability incidence rate will
be about the same as the average of the corresponding annual rates
experienced during 1979-83 (as assumed for alternative I), about 25
percent higher than the 1979-83 experience (as assumed for alternatives
II-A and II-B), and about 50 percent higher than such experience (as
assumed for alternative III). The rates are assumed to change gradually
from their current levels and to reach their ultimate values in 2000.

TABLE B3.—ESTIMATED AVERAGE OASD! COST RATES, TOTAL INCOME RATES, AND BAL-
ANCES, BASED ON ALTERNATIVE II-B WITH VARIOUS DISABILITY INCIDENCE ASSUMPTIONS
[As a percentage of taxable payroll]

Increase in disability incidence rates!

Calendar years None 25 percent 50 percent

Avara? cost rate:

1985-2009 10.48 10.62 - 10.76

2010-2034 13.49 13.79 14.10

2035-2059 16.32 15.64 15.94

1985-2059 13.09 13.35 13.60
Averagt_a total income rate:

1985-2009 12.61 1262 12.62

2010-2034 13.00 13.01 13.03

2035-2059 13.16 13.18 13.19

1885-2058 12.93 12.94 12.95
Balance:

1985-2009 +214 +2.00 +1.86

2010-2034 -49 -.78 -1.07

2035-2059 -216 -2.48 -2.75

1885-2058 -17 -41 -.65

1The increase in disability incidence rates is based on the ratio of the ulti annual ags dj d incid rate
(reached in 2000) to the average of the corresponding annual rates experienced during 1979-83.

For the medium-range period, the average cost rate increases with
increasing disability incidence rates from 10.48 percent (for no increase)
to 10.76 percent (for a 50-percent increase). For the long-range period, it
increases from 13.09 to 13.60 percent. The actuarial balance decreases
from +2.14 to + 1.86 percent for the medium-range period, and from

-0.17 to -0.65 percent for the long-range period. Each 10-percent increase
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in the assumed ultimate disability incidence rates decreases the long-
range actuarial balance by about 0.10 percent of taxable payroll.
DISABILITY TERMINATION RATES

Table B4 shows the estimated average OASDI cost rates, income
rates, and balances, on the basis of alternative II-B with various
assumptions about future disability termination rates.

For alternative 1, death-termination rates by age and sex are assumed
to be the same, throughout the long-range projection period, as the
corresponding annual rates experienced during 1977-80. For the other
alternatives, such rates are assumed to decline throughout the 75-year
projection period. At the end of that period, they reach levels that, in
comparison with the corresponding annual rates experienced during
1977-80, are about 21 percent lower for alternatives II-A and II-B, and
about 42 percent lower for alternative III.

For alternative III, recovery-termination rates by age and sex are
assumed to be about the same, throughout the long-range projection
period, as the corresponding rates experienced during 1977-80. For
alternatives II-A and II-B, such rates are assumed to be about 15 percent
higher than those experienced in 1977-80; for alternative I, they are
about 30 percent higher than the base-period rates. Recovery-
termination rates for alternatives II-A and II-B are 15 percent higher

- than the rates experienced during 1977-80, in order to reflect the effects
of the periodic reviews required by provisions of law first énacted in
1980, and amended in 1983 and 1984,

TABLE B4 —ESTIMATED AVERAGE OASDI COST RATES, TOTAL INCOME RATES, AND BAL-
ANCES, BASED ON ALTERNATIVE II-B WlT;I(\)/ngIOUS DISABILITY TERMINATION ASSUMP-
!

[As a percentage of taxable payroll]
Disability termination rates based on alternative—

Calendar years | II-A and 1I-B 1]

Averng: cost rate:

1985-2009 10.59 10.62 10.65

2010-2034 13.72 13.79 13.88

2035-2059 15.53 15.64 15.75

1985-2059 13.28 13.35 13.43
Averag? total income rate:

1985-2009 - 12.62 12.62 12.62

2010-2034 13.01 13.01 13.02

2035-2059 13.17 13.18 13.18

1985-2059 12.93 12.94 12.94
Balance:

1985-2009 +2.03 +2.00 +1.87

2010-2034 -.71 -.78 -.88

2035-2059 -2.35 -2.46 -2.57

1985-2059 -.35 -41 -49

For the medium-range period, the average cost rate increases with
decreasing disability termination rates from 10.59 percent (for the
relatively high rates assumed for alternative I) to 10.65 percent (for the
relatively low rates assumed for alternative. III). For the long-range
period, it increases from 13.28 to 13.43 percent. The actuarial balance
decreases from +2.03 to +1.97 percent for the medium-range period,
and from -0.35 to -0.49 percent for the long-range period.
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CONSUMER PRICE INDEX

Table BS shows the estimated average OASDI cost rates, income
rates, and balances, on the basis of alternative II-B with wvarious
assumptions about the rate of increase for the CPI. These assumptions
are that the ultimate annual increase in the CPI will be 2.0 percent (as
assumed for alternative I), 3.0 percent (as assumed for alternative II-A),
4.0 percent (as assumed for alternative II-B), 5.0 percent (as assumed for
alternative IIT), and 6.0 percent. In each case, the ultimate real-earnings
differential is assumed to be 1.5 percentage points (as assumed for
alternative 1I-B), yielding ultimate percentage increases in average
annual earnings in covered employment of 3.5, 4.5, 5.5, 6.5, and 7.5
percent, respectively.

TABLE B5.—ESTIMATED AVERAGE OASDI COST RATES, TOTAL INCOME RATES, AND BAL-
ANCES, BASED ON ALTERNATIVE |i-B WITH VARIOUS CPI-INCREASE ASSUMPTIONS

[As a percentage of taxable payroll]
Ulmate percentage increases in eamings-CPI*
Calendar years 3520 4530 5.5-4.0 6.5-5.0 7.56.0
Avemg? cost rate:
1685-2009.... 10.84 10.73 10.62 10.51 10.41
14.25 14.03 13.79 13.57 13.35
16.16 15.90 15.64 15.38 15.11
13.75 13.55 13.35 13.15 12.96
12.63 12.62 12.62 12.62 12.61
13.03 13.02 13.01 13.00 12.99
13.20 13.19 13.18 13.17 13.15
12.85 12.85 12.94 12.93 1292
+1.78 +1.90 +2.00 +2.10 +2.20
-1.22 -1.00 -.78 -57 -.36
-2.96 27 -2.48 221 -1.96
1885-2059... -.80 -.61 -41 -23 -.04

"The first value in each pair is the assumed ultimate annual p age earnings in covered

ge i in
employment. The second value is the assumed ultimate annual percentage increase in the CPL.

For both the medium-range and long-range periods, the average cost
rate decreases with greater assumed rates of increase in the CPL. For the
medium range, the average cost rate decreases from 10.84 percent (for
CPI increases of 2.0 percent) to 10.41 percent (for CPI increases of 6.0
percent). For the long range, it decreases from 13.75 to 12.96 percent.
The actuarial balance increases from +1.79 to +2.20 percent for the
medium-range period, and from -0.80 to -0.04 percent for the long-range
period.

The patterns described above result primarily from the time lag
between the effects of the CPI changes on taxable payroll and on benefit
payments. When assuming a greater rate of increase in the CPI (in
conjunction with a constant real-earnings differential), the effect on
taxable payroll of the implied greater rate of increase in average earnings
is experienced immediately, while the effect on benefits of the greater
rate of increase in the CPI is experienced with a lag of about 1 year. In
addition, the effect on benefits of the greater rate of increase in average
earnings is experienced no sooner than 2 years later. Thus, the higher
taxable payrolls have a stronger effect than the higher benefits have,
thereby resulting in lower cost rates. The effect of each 1.0-percentage-
point increase in the rate of change assumed for the CPI is an increase in
the long-range actuarial balance of about 0.20 percent of taxable payroll.
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REAL-EARNINGS DIFFERENTIAL

Table B6 shows the estimated average OASDI cost rates, income
rates, and balances, on the basis of alternative II-B with various real-
earnings assumptions. These assumptions are that the ultimate real-
earnings differential will be 1.0 percentage point (as assumed for
alternative III), 1.5 percentage points (as assumed for alternative I1-B),
2.0 percentage points (as assumed for alternative II-A), and 2.5 percent-
age points (as assumed for alternative I). In each case, the ultimate
annual increase in the CPI is assumed to be 4.0 percent (as assumed for
alternative II-B), yielding ultimate percentage increases in average
annual earnings in covered employment of 5.0, 5.5, 6.0, and 6.5 percent,
respectively.

TABLE B6.—ESTIMATED AVERAGE OASDI COST RATES, TOTAL INCOME RATES, AND BAL-
ANCES, BASED ON ALTERNATIVE 11-B WITH VARIOUS REAL-EARNINGS ASSUMPTIONS

[As a percentage of taxable payroll]
Uttimate percentage increase in earnings-CPi:
Calendar years 5.0-4.0 55-4.0 6.0-4.0 6.5-4.0

Average cost rate:

1885-2009 10.99 10.62 10.27 9.94

2010-2034 14.72 13.79 12.95 12.18

2035-2059 16.82 15.64 14.57 13.60

1985-2059 14.17 13.35 12.60 11.91
Avarage total income rate:

1885-2009 12.63 12.62 12.61 12.59

2010-2034 13.05 13.01 12.97 12.94

2035-2059 13.24 13.18 13.12 13.08

1885-2059 12.97 12.94 12.90 12.87
Balance:

1885-2009 +1.64 +2.00 +2.34 +2.65

2010-2034 -1.66 -78 +.02 +.76

2035-2059 -3.58 -2.46 -1.45 -53

1985-2059 -1.20 -41 +.30 +.96

'The first value in each pair is the d ulti annual per i in average earnings in covered

employment. The second value is the assumed ultimate annual percentage increase in the CPI. The difference between
the two values is the real-earnings differential.

For the medium-range period, the average cost rate decreases from
10.99 percent (for a real-earnings differential of 1.0 percentage point) to
9.94 percent (for a differential of 2.5 percentage points). For the long-
range period, it decreases from 14.17 to 11.91 percent. The actuarial
balance increases from +1.64 to +2.65 percent for the medium-range
period, and from -1.20 to +0.96 percent for the long-range period.

The average cost rate decreases with increasing real-earnings differen-
tials, because the higher real-earnings levels increase the taxable payroll,
while benefit increases are not affected. Although the initial benefit
levels are higher because of the higher earnings, these increases are more
than offset by the increases in the taxable payroll of future workers.
Each 0.5-percentage-point increase in the assumed real-earnings differen-
tial increases the long-range actuarial balance by about 0.70 percent of
taxable payroll.

Next Page
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VI. ACTUARIAL ESTIMATES

Section 201(c)(2) of the Social Security Act requires the Board of
Trustees to report annually to the Congress on the operations and status
of the OASI and DI Trust Funds during the preceding fiscal year and on
the expected operations and status of those trust funds during the
ensuing 5 fiscal years. Such information for the fiscal year that ended
September 30, 1984, is presented in the preceding section of this report.
Estimates of the operations and status of the trust funds during fiscal
years 1985-89 are presented in this section. Similar estimates for calendar
years 1985-89 are also presented.

In the short range, the adequacy of the trust fund level is often
measured by the “contingency reserve trust fund ratio,” which is defined
to be the assets at the beginning of the year, including advance tax
transfers for January and amounts owed to other trust funds, expressed
as a percentage of the outgo during the year. Thus, this ratio represents
the proportion of the year’s outgo which is available at the beginning of
the year. The primary purpose of the trust funds is to act as contingency
reserves. During periods when outgo temporarily exceeds income, as
might happen during an economic recession, trust fund assets are used to
meet the shortfall. In the event of recurring shortfalls for an extended
period, the trust funds can allow sufficient time for the development of
legislation to restore financial balance to the program. Although there is
no general agreement regarding the appropriate size of the trust funds,
each of them should be at least large enough to accomplish these
purposes. When either trust fund is not this large, its future financing—to
be considered adequate—must provide for rebuilding the fund within a
reasonable period of time, without significant declines in the interim.

Section 201(c) of the Act also requires that the annual report include
“a statement of the actuarial status of the Trust Funds.” Such statements
have customarily been made for the medium-range period (25 years) and
the long-range period (75 years), each period commencing with the
calendar year of issuance of the report. The statement of the long-range
actuarial status has customarily included the actuarial status during the
second and third 25-year subperiods of the long-range projection period.
Statements of the current actuarial status are presented in this section.
The methods used to estimate the actuarial status are described in
Appendix A.

Basic to the discussion of the medium-range or long-range actuarial
status are the concepts of “cost rate” and “total income rate,” each of
which is expressed as a percentage of taxable payroll. The OASDI
taxable payroll consists of the total earnings which are subject to
OASDI taxes, adjusted to include, after 1982, deemed wages based on
military service, and to reflect the lower effective tax rates (as compared
to the combined employee-employer rate) which apply to tips and to
multiple-employer “excess wages,” and which did apply, before 1984, to
net earnings from self-employment. The cost rate is the ratio of the cost
(or outgo or disbursements) of the program to the taxable payroll. In this
context, the outgo is defined to include benefit payments, administrative
expenses, net transfers under the financial interchange between the trust
funds and the Railroad Retirement Account, and payments for vocation-

45-607 O - 85 ~ 2
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Federal Register / Vol. 49, No. 212 | Wednesday, October 31, 1984

DEPARTMENT OF HEALTH AND
HUMAN SERVICES

Office of the Secretary

Cost-of-Living Increase in Benefits
Under Titles Il and XVI for 1985;
Average of the Total Wages for 1983;
Contribution and Benefit Base, Quarter
of Coverage Amount, Retirement
Earnings Test Exempt Amounts, and
Formulas for Computing Benefits for
1985; Old-Age, Survivors, and
Disability Insurance (OASDI) Fund
Ratio for 1984; and Tables of Benefit
Amounts for 1985

AGENCY: Social Security Administration,
HHS.

ACTION: Notice.

SUMMARY: The Secretary has
determined—

(1) A 3.5 percent cost-of-living
increase in benefits under title I
(section 215(i)} of the Social Security Act
(the Act);

(2) An increase in Federal SSI (title
XVI) benefits for 1985 to $3,900 for an
eligible individual, $5,856 for an eligible
individual with an eligible spouse, and
$1,056 for an essential person (section
1617 of the Act);

(3) The average of the total wages for
1983 to be $15,239.24;

(4) The Social Security contribution
and benefit base to be $39,600 for
remuneration paid in 1985 and self-
employment income earned in taxable
years beginning in 1985;

{5) The amount of earnings a person
must have to be credited with a quarter
of coverage in 1985 to be $410; and

(6) The monthly exempt amount under
the Social Security retirement earnings
test for taxable years ending in calendar
year 1985 to be $610 for beneficiaries
age 65 through 69 and $450 for
beneficiaries under age 65.

We also describe the computation of
benefits for a worker and the worker’s
family who first become eligible for
benefits in 1985, and the computation of
the OASDI fund ratio used in the

determination of an automatic increase
of benefits under titles I and XVL
Finally, we are publishing two tables
of OASDI benefit amounts. The first
table reflects: (a) The automatic benefit
increase, and (b) the new higher average
monthly wage and related benefit
amounts made possible by the higher
contribution and benefit base. This table
will be used primarily to compute the
retirement benefits of workers who
attained age 62, became disabled or died
before 1979, and to compute the related
maximum family benefit increase. The
second table provides the range of
primary insurance amounts and the
corresponding maximum family benefits

“under the “special minimum benefit”

provision, as revised to reflect the
automatic benefit increase. These
benefits are payable to certain
individuals with long periods of
relatively low earnings.

FOR FURTHER INFORMATION CONTACT:
Clare M. Albrecht, Office of the
Actuary, Social Security Administration,
6401 Security Boulevard, Baltimore,
Maryland 21235, telephone (301) 594-
3882.

SUPPLEMENTARY INFORMATION: The
Secretary is required by the Act to
publish within 45 days after the close of
the third calendar quarter of 1984 the
benefit increase percentage and the
tables of benefits (section 215(i}(2)(D)).
Also, the Secretary is required to
publish before November 1 the average
of the total wages for 1983 (section
215(1)(2)(C)(iii)) and the OASDI fund
ratio for 1984 (section 215(i)(2)(C)(iii)).
Finally, the Secretary is required to
publish on or before November 1 the
contribution and benefit base for 1985
(section 230(a)), the amount of earnings
required to be credited with a quarter of
coverage in 1985 (section 213(d)(2)), the
monthly exempt amounts under the
Social Security retirement earnings test
for 1985 (section 203(f)(8)(A)), the
formula for computing a primary
insurance amount for workers who first



become eligible for benefits or die in
1985 (section 215(a)(1)(D)), and the
formula for computing the maximum
amount of benefits payable to the family
of a worker who first becomes eligible
for old-age benefits or dies in 1985
(section 203(a)(2)(C))

Cost-of-Living Increases
General

The cost-of-living increase is 3.5
percent for benefits under titles II and
XVI of the Social Security Act.

Under title II, old-age survivors, and
disability insurance benefits will
increase by 3.5 percent beginning with
the December 1984 benefits, which are
payable on January 3, 1985. The kinds of
benefits payable to individuals entitled
under this program are old-age,
disability, wife’s, husband's, child’s,
widow's, widower’s, mother's, father's,
and parent’s insurance benefits. This
increase is based on the authority
contained in section 215(i) of the Act (42
U.S.C. 415(i)), as amended by section
201 of Pub. L. 95-216 enacted December
20, 1977, and sections 111 and 112 of
Pub. L. 98-21 enacted April 20, 1983.

Under title XVI, Federal SSI payment
levels will also increase by 3.5 percent
effective for payments made for the
month of January 1985 but paid on
December 31, 1984. This is based on the
authority contained in section 1617 of
the Act (42 U.S.C. 1382f), as amended by
section 182 of Pub. L. 97-248 enacted
September 3, 1982, and as further
amended by section 401 of Pub. L. 98-21,
enacted April 20, 1983. The percentage
increase effective January 1985 is the
same as the title II benefit increase and
the annual payment amount is rounded,
when not a multiple of $12, to the next
lower multiple of $12.

Automatic Benefit Increase
Computation

Under section 215(i) of the Act, the
third calendar quarter of 1984 is a cost-
of-living computation quarter for all the
purposes of the Act. The Secretary is
therefore required to increase benefits,
effective with December 1984, for
individuals entitled under section 227 or

228 of the Act, to increase primary
insurance amounts of all other
individuals entitled under title II of the
Act, and to increase maximum benefits
payable to a family. For 1984, the benefit
increase is the percentage increase in
the Consumer Price Index for Urban
Wage Earners and Clerical Workers for
the third quarter of 1984 over the index
for the third quarter of 1983. Automatic
benefit increases may be modified by a
“stabilizer” provision under certain
adverse financial conditions that are
described in the section on the OASDI
fund ratio. The December 1984 benefit
increase is not affected by this
provision.

Section 215 (i)(1) of the Act provides
that the Consumer Price Index for a
cost-of-living computation quarter shall
be the arithmetical mean of this index
for the 3 months in that quarter, The
Department of Labor's revised
Consumer Price Index for Urban Wage
Earners and Clerical Workers for each
month in the quarter ending September
30, 1983, was: for July 1983; 298.2; for
August 1983, 299.5; and for September
1983, 300.8. The arithmetical mean for
this calendar quarter is 299.5. The
corresponding Consumer Price Index for
each month in the quarter ending
September 30, 1984, was for July 1984,
307.5; for August 1984, 310.3; and for
September 1984, 312.1. The arithmetical
mean for this calendar quarter is 310.0.
Thus, because the Consumer Price Index
for the calendar quarter ending
September 30, 1984 exceeds that for the
calendar quarter ending September 30,
1983 by 3.5 percent, a cost-of-living
benefit increase of 3.5 percent is
effective for benefits under title II of the
Act beginning December 1984.

Title Il Benefit Amounts

In accordance with section 215(i)(4) of
the Act, the primary insurance amounts
and the maximum family benefits shown
in columns IV and V of the revised
benefit table (table 1) were obtained by
increasing by 3.5 percent the
corrresponding amounts established by:
(1) The last cost-of-living increase; (2)
the extension of the benefit table made



under section 215(i){4) and published on
November 1, 1983 at 48 FR 50414; and by
extending the table due to the increase
in the contribution and benefit base for
1985, as described below. The table
applies only to those persons who
attained age 62, became disabled or died
before January 1979 and is deemed to
appear in section 215(a) of the Act. Note
that this table does not apply to those
individuals who become eligible (i.e.,
reach age 62, or become disabled) or die
after 1978; their benefits will generally
be determined by a benefit formula
provided by the Social Security
Amendments of 1977 (Pub. L. 95-216), as
described below. For persons who first
become eligible for benefits or who die
before age 62 in the period 1979-1984,
the 3.5 percent increase will apply
beginning with benefits for December
1984 and will be included in checks
received in January 1985; but the 3.5
percent increase will not apply for
persons who first become eligible for
benefits or die after 1984.

Section 215(i)(2)(D) of the Act also
requires that, when the Secretary
determines an automatic increase in
Social Security benefits, the Secretary
shall publish in the Federal Register a
revision of the range of the primary
insurance amounts and corresponding
maximum family benefits based on the
dollar amount and other provisions
described in section 215(a){1)(C)(i).
These benefits are referred to as
“gpecial minimum benefits” and are
payable to certain individuals with long
periods of relatively low earnings. In
accordance with section 215(a){1)(C)(i),
the attached iable 2 shows the revised
range of primary insurance amounts and
corresponding maximum family benefit
amounts after the 3.5 percent benefit
increase.

Section 227 of the Act as amended by
section 304 of Pub. L. 98-21 provides
flat-rate benefits to a worker who
became age 72 before 1969 and was not
insured under the usual requirements,
and to his or her spouse or surviving
spouse. Section 228 of the Act (also as
amended by Pub. L. 98-21) provides

similar benefits at age 72 for certain
uninsured persons. The current monthly
benefit amount of $129.90 for an
individual under sections 227 and 228 of
the Act is increased by 3.5 percent to
obtain the new amount of $134.40. The
present monthly benefit amount of

$65.20 for a spouse under section 227 is
increased by 3.5 percent to $67.40.

Title XVI Benefit Amounts

In accordance with section 1617 of the
Act, Federal benefit rates for the aged,
blind, and disabled are increased by 3.5
percent effective January 1985. _
Therefore, the yearly Federal SSI rates
of $3,768.00 for an eligible individual,
$5,664.00 for an eligible individual with
an eligible spouse and $1,884.00 for an
essential person, which are effective
January 1984, are increased, effective
with January 1985, to $3,900.00, $5,856.00,
and $1,956.00 respectively after
rounding. The monthly payment amount
is determined by dividing the yearly
guarantee by 12, and subtracting
monthly countable income. In the case
of an eligible individual with an eligible
spouse, the amount payable is further
divided equally between the two
spouses.

Average of the Total Wages for 1983

The determination of the average
wage figure for 1983 is based on the 1982
average wage figure of $14,531.34
announced in the Federal Register on
November 1, 1983 (48 FR 50414), along
with the percentage increase in average
wages from 1982 to 1983 measured by
annual wage data tabulated by the
Internal Revenue Service (IRS). The
average amounts of wages calculated
directly from IRS data were $14,923.19
and $15,650.18 for 1982 and 1983,
respectively. To determine an average
wage figure for 1983 at a level that is
consistent with the series of average
wages for 1951-1977 (published
December 29, 1978, at 43 FR 61016), we
multiplied the 1982 average wage figure
of $14,531.34 by the percentage increase
in average wages from 1982 to 1983
(based on IRS data) as follows (with the



result rounded to the nearest cent):
Average wage for 1983 =$14,531.34 X
$15,650.18 — $14,923.19=$15,239.24.
Therefore, the average wage for 1983 is
determined to be $15,239.24.

Contribution and Benefit Base
General

The contribution and benefit base is
$39,600 for remuneration paid in 1985
and self-employment income earned in
taxable years beginning in 1985,

The contribution and benefit base
serves two purposes:

(1) It is the maximum annual amount
of earnings on which Social Security
taxes are paid.

(2) It is the maximum annual amount
used in figuring a person’s Social
Security benefits.

Computation

Section 230(c) of the Act provides a
table with the contribution and benefit
base for each year 1978, 1979, 1980, and
1981. For years after 1981, section 230(b)
of the Act contains a formula for
determining the contribution and benefit
base. Under the prescribed formula, the
contribution and benefit base for 1985
shall be equal to the 1984 base of $37,800
multiplied by the ratio of: (1) The
average amount, per employee, of total
wages for the calendar year 1983 to (2)
the average amount of those wages for
the calendar year 1982. Section 230(b)
further provides that if the amount so
determined is not a multiple of $300, it
shall be rounded to the nearest multiple
of $300.

Average Wages

The average wage for calendar year
1982 was previously determined to be
$14,531.34. The average wage for
calendar year 1983 has been determined
to be $15,239.24, as stated herein.

Amount

The ratio of the average wage for
1983, $15,239.24, compared to that for
1982, $14,531.34, is 1.0487154. Multiplying
the 1984 contribution and benefit base of

" $37,800 by the ratio 1.0487154 produces

the amount of $39,641.44 which must
then be rounded to $39,600. Accordingly,
the contribution and benefit based is
determined to be $39,600 for 1985.

Quarter of Coverage Amount
General

The 1985 amount of earnings required
for a quarter of coverage is $410. A
quarter of coverage is the basic unit for
determining whether a worker is insured
under the Social Security program. For
years before 1978, an individual
generally was credited with a quarter of
coverage for each quarter in which
wages of $50 or more were paid, or for
which $100 or more of self-employment
income were credited, to the individual.
Beginning in 1978, wages generally are
no longer reported on a quarterly basis;
instead, annual reports are made. With
the change to annual reporting, section
352(b) of the Social Security
Amendments of 1977 (Pub. L. 95~216)
amended section 213(d) of the Act to
provide that a quarter of coverage
would be credited for each $250 of an
individual’s total wages and self-
employment income for calendar year
1978 (up to a maximum of 4 quarters of
coverage for the year). Section 213(d)
also provides that this amount shall be
redetermined each year and any change
published in the Federal Register no
later than November 1 of the year
preceding the year for which the change
is effective.

Computation

Under the prescribed formula, the
quarter of coverage amount for 1985
shall be equal to the 1978 amount of
$250 multiplied by the ratio of : (1) The
average amount, per employee, of total
wages for calendar year 1983 to (2) the
average amount of those wages reported
for calendar year 1976. The section
further provides that if the amount so
determined is not a multiple of $10, it
shall be founded to the nearest multiple
of $10.

Average Wages

The average wage for calendar year
1976 was previously determined to be



$9,226.48. This was published in the
Federal Register on December 29, 1978,
at 43 FR 61016. The average wage for
calendar year 1983 has been determined
to be $15,239.24 as stated herein.

Quarter of Coverage Amount

The ratio of the average wage for
1983, $15,239.24, compared to that for
1976, $9,226.48 is 1.651685. Multiplying
the 1978 quarter of coverage amount of
$250 by the ratio of 1.651685 produces
the amount of $412.92 which must then
be rounded to $410. Accordingly, the
quarter of coverage amount is
determined to be $410 for 1985.

Retirement Earnings Test Exempt
Amounts

(a) Beneficiaries Aged 70 or Over

Beginning with months after
December 1982, there is no limit on the
amount an individual aged 70 or over
may earn and still receive Social
Security benefits. The age at which the
retirement test ceases to apply is
reduced from age 72 to age 70 by Pub. L.
97-35, which amended section 203(c)(1)
of the Act.

(b) Beneficiaries Aged 65 through
69.—The retirement earnings test
monthly exempt amount for
beneficiaries aged 65 through 69 is
stated in the Act at section 203(f)(8)(D)
for years 1978 through 1982. A formula is
provided in section 203(f)(8)(B) for
computing the exempt amount
applicable for years after 1982. The
monthly exempt amount for 1984 was
determined by this formula to be $580.
Under the formula, the exempt amount
for 1985 shall be the 1984 exempt
amount multiplied by the ratio of: (1)
The average amount, per employee, of
the total wages for calendar year 1983 to
(2) the average amount of those wages
for calendar year 1982. This section
further provides that if the amount so

determined is not a multiple of $10, it
shall be rounded to the nearest multiple
of $10.

Average Wages

Average wages for this purpose are

determined in the same way as for the
contribution and benefit base.
Therefore, the ratio of the average
wages for 1983, $15,239.24 compared to
that for 1982, $14,531.34, is 1.0487154.

Exempt Amount for Beneficiaries Aged
65 Through 69

Multiplying the 1984 retirement
earnings test monthly exempt amount of
$580 by the ratio of 1.0487154 produces
the amount of $608.25. This must then be
rounded to $610. The retirement
earnings test monthly exempt amount
for beneficiaries aged 65 through 69 is
determined to be $610 for 1985. The
corresponding retirement earnings test
annual exempt amount for these
beneficiaries is $7,320.

(c) Beneficiaries Under Age 65

Section 203 of the Act provides that
beneficiaries under age 65 have a lower
retirement earnings test monthly exempt
amount that those beneficiaries aged 65
through 69. The exempt amount for
beneficiaries under age 65 is determined
by a formula provided in section
203(f)(8)(B) of the Act. Under the
formula, the monthly exempt amount for
beneficiaries under age 65 is $430 for
1984, The formula provides that the
exempt amount for 1985 shall be the
1984 exempt amount for beneficiaries
under age 65 multiplied by the ratio of
(1) the average amount, per employee, of
the total wages for calendar year 1983 to
(2) the average amount of those wages
for calendar year 1982. The section
further provides that if the amount so
determined is not a multiple of $10, it
shall be rounded to the nearest multiple
of $10.

Average Wages

Average wages for this purpose are
determined in the same way as for the
contribution and benefit base.
Therefore, the ratio of the average
wages for 1983, $15,239.24, compared to
that of 1982, $14,531.34, is 1.0487154.

Exempt Amount for Beneficiaries Under
Age 65.

Multiplying the 1984 retirement
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earnings test monthly exempt amount of
$430 by the ratio 1.0487154 produces the
amount of $450.95. This must then be
rounded to $450. The retirement
earnings test monthly exempt amount
for beneficiaries under age 65 is
determined to be $450 for 1985. The
corresponding retirement earnings test
annual exempt amount for these
beneficiaries is $5,400.

Computing Benefits After 1978

The Social Security Amendments of
1977 changed the formula for
determining an individual's primary
insurance amount after 1978. This basic
new formula is based on “wage
indexing” and was fully explained with
interim regulations and final regulations
published in the Federal Register on
December 29, 1978 (43 FR 60877) and
July 15, 1982 (47 FR 30731) respectively.
It generally applies when a worker after
1978 attains age 62, becomes disabled,
or dies before age 62. This formula uses
the worker's earnings after they have
been adjusted, or “indexed,” in
proportion to the increase in average
wages of all workers. Using this method,
we determines the worker’s “average
indexed monthly earnings."” We then
compute the primary insurance amount,
using the worker's “average indexed
monthly earnings.” The computation
formula is adjusted automatically each
year to reflect changes in general wage
levels.

Average Indexed Monthly Earnings

To assure that a worker's future
benefits reflect the general rise in the
standard of living that occurs during his
or her working lifetime, we adjust or
“index” the worker’s past earnings to
take into account the change in general
wage levels that has occurred during the
worker's years of employment. These
adjusted earnings are then used to
compute the worker’s primary insurance
amount.

For example, to compute the average
indexed monthly earnings for a worker
attaining age 62, becoming disabled, or
dying before attaining age 62, in 1985,

we divide the average of the total wages
for 1983, $15,239.24, by the average of
the total wages for each year prior to
1983 in which the worker had earnings.
We then multiply the actual wages and
self-employment income as defined in
section 211(b}) of the Act credited for
each year by the corresponding ratio to
obtain the worker’s adjusted earnings
for each year. After determining the
number of years we must use to
compute the primary insurance amount,
we pick those years with highest
indexed earnings, total those indexed
earnings and divide by the total number
of months in those years. This figure is
rounded down to the next lower dollar
amount, and becomes the average
indexed monthly earnings figure to be
used in computing the worker’s primary
insurance amount for 1985.

Computing the Primary Insurance
Amount

The primary insurance amount is the
sum of three separate percentages of
portions of the average indexed monthly
earnings. In 1979 (the first year the
formula was in effect), these portions
were the first $180, the amount between
$180 and $1,085, and the amount over
$1,085. The amounts for 1985 are
obtained by multiplying the 1979
amounts by the ratio between the
average of the total wages for 1983,
$15,239.24, and for 1977, $9,779.44. These
results are then rounded to the nearest
dollar. For 1985, the ratio is 1.558294.
Multiplying the 1979 amounts of $180
and $1,085 by 1.558294 produces the
amounts of $280.49 and $1,690.75. These
must then be rounded to $280 and $1,691.
Accordingly, the portions of the average
indexed monthly earnings to be used in
1985 are determined to be the first $280,
the amount between $280 and $1,691,
and the amount over $1,691.

Consequently, for individuals who
first become eligible for old-age
insurance benefits or disability
insurance benefits in 1985, or who die in
1985 before becoming eligible for
benefits, we will compute their primary
insurance amount by adding the
following:
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(a) 90 percent of the first $280 of their
average indexed monthly earnings, plus

(b) 32 percent of the average indexed
monthly earnings over $280 and through
$1,691, plus

(c) 15 percent of the average indexed
monthly earnings over $1,691.

This amount is then rounded to the
next lower multiple of $.10 if it is not
already a multiple of $.10. This formula
and the adjustments we have described
are contained in section 215(a) of the
Act (42 U.S.C. 415(a)) as amended by
Pub. L. 97-35.

Maximum Benefits Payable to a Family

The 1977 Amendments continued the
long established policy of limiting the
total monthly benefits which a worker’s
family may receive based on his or her
primary insurance amount. Those
amencments also continued the then
existing relationship between maximum
family benefits and primary insurance
amounts but did change the method of
computing the maximum amount of
benefits which may be paid to a
worker's family. The 1980 Amendments
(Pub. L. 96-265) established a new
formula for computing the maximum
benefits payable to the family of a
disabled worker. This new formula is
applied to the family benefits of workers
who first become entitled to disability
insurance benefits after June 30, 1980,
and who first become eligible for these
benefits after 1978. The new formula
was explained in a Final Rule published
in the Federal Register on May 8, 1981,
at 46 FR 25601. For disabled workers
initially entitled to disability benefits
before July 1980, or whose disability
began before 1979, the family maximum
payable is computed the same as the
old-age and survivor family maximum.

Computing the Old-Age and Survivor
Family Maximum

The formula used to compute the
family maximum is similar to that used
to compute the primary insurance
amount. It involves computing the sum
of four separate percentages of portions
of the worker's primary insurance
amount. In 1979, these portions were the

first $230, the amount between $230 and
$332, the amount between $332 and $433,
and the amount over $433. The amounts
for 1985 are obtained by multiplying the
1979 amounts by the ratio between the
average of the total wages for 1983,
$15,239.24, and the average for 1977,
$9,779.44. This amount is then rounded
to the nearest dollar. For 1985, the ratio
is 1.558294. Multiplying the amounts of
$230, $332, and $433 by 1.558294
produces the amounts of $358.41,
$517.35, and $674.74. These amounts are
then rounded to $358, $517, and $675.
Accordingly, the portions of the primary
insurance amounts to be used in 1985
are determined to be the first $358, the
amount between $358 and $517, the
amount between $517 and $675 and the
amount over $675.

Consequently, for the family of a
worker who becomes age 62 or dies in
1985, the total amount of benefits
payable to them will be computed so
that it does not exceed:

(a) 150 percent of the first $358 of the
worker’'s primary insurance amount,
plus

(b) 272 percent of the worker’s
primary insurance amount over $358
through $517, plus

(c) 134 percent of the worker’s primary
insurance amount over $517 through
$675, plus

{d) 175 percent of the worker's
primary insurance amount over $675.

This amount is then rounded to the
next lower multiple of $.10 if it is not
already a multiple of $.10. This formula
and the adjustments we have described
are contained in section 203(a) of the
Act (42 U.S.C. 403(a)) as amended by
Pub. L. 97-35.

Extension of Benefit Table Effective
January 1985

Table 1 includes an extension of the
Table for Determining Primary
Insurance Amount and Maximum
Family Benefits provided in section
215(a)(5) of the Act. This extension
reflects the higher average monthly
wage and related benefit amounts now
possible under the increased



contribution and benefit base published
by this Notice effective January 1985 in
accordance with section 215(i) of the
Act. Table 1 will apply primarily to
benefits based on earnings of workers
who reached age 62 before 1979.

OASDI Fund Ratio
General

Section 215(i) of the Act was amended
by section 112 of Pub. L. 98-21, the
Social Security Amendments of 1983, to
include a “stabilizer” provision that
modifies the automatic OASDI benefit
increase under certain circumstances. If
the combined assets of the OASI and DI
Trust Funds, as a percentage of annual
expenditures, are below a specified
level, automatic benefit increases are
limited to the lesser of the increases in
wages or prices. The minimum level

specified for the OASDI fund ratio is
15.0 percent for benefit increases for
December of 1984 through December
1988, and 20.0 percent thereafter. The
amendments also provide for
subsequent “‘catch-up” benefit increases
for beneficiaries whose previous benefit
increases were affected by this
provision. “Catch-up” benefit increases
occur only when trust fund assets
exceed 32.0 percent of annual
expenditures.

Computation

The 1983 Amendments specify the
computation and application of the
OASDI fund ratio beginning with the

December 1984 benefit increase. The
OASDI fund ratio for 1984 is defined as
the ratio of (1) the estimated combined
assets of the OASI and DI Trust Funds
at the end of 1984 {not excluding
amounts owed to the Hospital Insurance
(HI) Trust Fund), plus advance tax
transfers for January 1985, to (2) the
estimated expenditures of the OASI and
DI Trust Funds during 1984, excluding
payments of interest and principal to the

HI Trust Fund and transfer payments
between the OASI and DI Trust Funds,
and reducing any transfers to the
Railroad Retirement Account by any
transfers from that account into either
trust fund.

Ratio

The combined assets of the OASI and
DI Trust Funds at the end of 1984
(including amounts owed to the HI Trust
Fund and advance tax transfers for
January 1985) are estimated to be
$45,245 million, and the expenditures are
estimated to be $180,875 million. Thus,
the OASDI fund ratio for 1984 is 25.0
percent, which exceeds the applicable
threshold of 15.0 percent. As a result, the
“stabilizer” provision is not effective for
December 1984,

(Catalog of Federal Domestic Assistance

Programs Nos. 13.802-13.805, and 13,807
Social Security Programs.)

Dated: October 29, 1984.
Margaret M. Heckler,
Secretary of Health and Human Services.
BILLING CODE 4180-11-M
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TABLE 1.—TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY
BENEFITS BEGINNING DECEMBER 1684

| (primary insurance

benefit under 1939 act, ) . V (maximum famity
as modified—itan = Il (primary 1il (average monthly IV (primary benefits)—and the
individual’s primary insurance amount  wage)—or his 0 amount of
insurance benefit (as  effective for Dec. monthly wage (as amount)—the  benefits payabie (as
e nad under sub. _ 1983)—0r his  getermined under sub-  amount reforred in 96C. .
sec. (d)) is— primary insurance sec. (b)) is- toin the prec 203(a)) on the basis
amount (as deter- lrg, graphs of of his wages and
At But not more  mined under sub- At *  But not more is subsection M«vmmt
least— than— sec.(c)) ie— least— than— shall be— income | be—
16.20 189.30 76 195.90 293,
18.21 16.84 192.30 77 78 199.00 298.50
16.85 17.60 196.80 79 80 203.60 305.50
17.61 18.40 200.20 81 81 207.20 311.10
18.41 19.24 203.70 62 83 210.80 316.50
19.256 20.00 208.10 84 85 215.30 323.30
20.01 20.84 212.10 88 87 219.50 329.30
20.65 21.28 215.30 88 89 22280 334.40
21.29 21.88 219.70 90 90 227.30 341.10
21.89 22.28 223.40 91 92 231.20 347.00
22.29 22,68 227.00 93 84 234.90 352.50
22.69 23.08 230.80 95 96 238.80 358.40
23.09 23.44 234.90 97 97 243.10 364.80
23.45 23.76 238.80 98 89 247.10 370.80
23.77 24.20 243.50 100 101 252.00 378.00
24.21 24,80 248.80 102 102 255.40 30
24.61 25.00 250.90 103 104 259.60 389.50
25.01 25.48 255.80 105 108 264.50 306.90
25.49 25.92 250.80 107 107 268.60 403.40
25.93 26.40 263.80 108 109 273.00 9.50
26.41 26.94 287.90 110 113 277.20 415.90
26.95 27.48 271.80 114 118 281.10 421.80
27.47 28.00 275.80 119 122 285.40 428.10
26.01 28.68 260.10 123 127 289.90 435.00
28.69 29.25 284.30 128 132 284.20 441.30
29.26 29.68 268.10 133 136 298.10 447.40
29.69 30.36 292.00 137 141 302.20 453.50
30.37 30.92 296.30 142 146 306.80 459.90
30.93 31.38 300.70 147 150 311.20 466
31.37 32.00 304.10 151 155 314.70 472.20
32.01 32,60 308.80 156 180 319.40 479.20
3261 33.20 312.70 161 164 323.60 485.50
33.21 33.68 316.80 165 169 327.60 491.80
33.89 34.50 320.80 170 174 332.10 498.30
34.51 35.00 324,80 175 178 336.10 504.30
35.01 35.80 329.20 179 183 340.70 511.00
35.81 36.40 333.00 184 188 344.60 517.00
36.41 37.08 337.40 189 183 349.20 524.00
37.09 37.860 341.50 194 197 353.40 530.30
37.61 38.20 345.50 198 202 357.50 536.50
36.21 39.12 350.10 203 207 362.30 543.40
39.13 39.68 354.00 208 21 366.30 549.70
39.69 40.33 357.20 212 218 369.70 564.70
4034 41.12 361.80 217 221 374.40 561.70
41.13 41.76 365.90 222 225 378.70 568.20
41.77 4244 370.40 226 230 383.30 575.10
4245 43.20 374.40 231 235 387.50 581.50
4321 43.76 379.00 236 239 392.20 588.50
43.77 44.44 382.50 240 244 395.80 586.40
44.45 44.88 386.20 245 249 399.70 608.80
44.89 45.80 391.10 250 253 404.70 618.80
394.80 254 258 408.60 630.80
398.30 259 283 412,20 642.80
403.30 264 267 417.40 652.50
406.90 268 272 421.10 664.90
411.40 273 277 42570 676.80
415.30 278 281 429.80 686.60
419.40 282 286 434.00 698.90
423.90 287 291 438.70 711.30
427.30 292 295 44220 720.80
432.00 296 300 447.10 732.90
436.00 301 305 451.20 745.50
439.70 306 309 455.00 755.10
444.20 310 314 459.70 767.20
447.80 315 319 463.40 779.60
451.90 320 323 467.70 789.20
456.20 324 328 47210 801.40
460.00 329 333 476.10 813.60
464.90 334 337 481.10 823.70
468.10 338 342 484.40 835.60
472.50 343 347 489.00 847.90
477.00 348 351 493.60 857.60
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TABLE 1.—TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY
BENEFITS BEGINNING DECEMBER 1984 (Cont.)

1 (primary insurance v . .
benefit under 1839 act, i (maximum family

as modified)—ifan .|l (primary I (average monthly WV (primary benefits)—and the

individual's primary insurance amount wage)—or his average insurance maximum amount of

insurance benefit (as effective for Dec. monthly wage (as amount)—the benefits pa)::ble (as

tormi nder 1883)—or his termined under sub-  amount referred provided in sec.
de 592931)‘; is— sub- primary insurance de 860 (b)) is- foin the preced-  203(a)) on the basis
amount (as deter- ing paragraphs of of his wages and
At But not more  mined under sub- At But not more is subsection self-employment
least— than— 8ec.(c)) is— least— than— shall be— income shalt be—
485.30 357 361 502.20 882.10
489.00 362 365 506.10 891.60
492.60 366 370 510.00 904.00
497.30 an 375 514,70 915.90
501.40 376 379 518.90 926.10
505.70 360 384 523.30 938.40
509.40 385 389 527.20 950.40
513.30 390 393 531.20 960.00
517.90 394 398 636.00 972.50
521.60 399 403 540.00 084.60
526.20 404 407 544.80 994.20
529.60 408 412 548.30 1006.60
533.50 413 417 552.10 1018.60
637.20 418 421 656.00 1028.40
541.60 422 426 560.50 1040.70
545.30 427 431 564.30 1052.90
548.60 432 436 567.60 1065.20
553.20 437 440 5§72.50 1069.90
556.60 441 445 576.00 1076.40
560.40 446 450 580.00 1082.20
564.40 451 454 564.10 1086.90
568.30 455 459 588.10 1093.00
671.90 480 464 591.90 1098.90
675.50 465 468 695.60 1104.20
580.10 469 473 600.40 1110.10
683.30 474 478 603.70 1118.30
587.00 479 482 607.50 1121.30
591.10 483 487 611.70 1127.60
595.10 488 492 615.90 1133.70
598.60 493 496 819.50 1138.60
602.90 497 501 624.00 1144.30
606.40 502 506 627.60 1150.40
610.10 507 510 631.40 1155.40
613.90 511 515 636,30 1161.50
618.20 516 520 639.60 1167.90
621.70 521 524 643.40 1172.50
625.30 525 529 647.10 1178.70
829.90 530 534 651.90 1184.70
633.10 535 538 666.20 1189.60
837.10 539 543 659.30 1195.60
640.90 544 548 663.30 1201.90
645.00 549 553 667.50 1208.00
648.50 554 556 671.10 1211.50
651.60 557 560 674.40 1216.50
855.20 561 563 678.10 1220.20
656.50 564 567 681.50 1225.20
662.50 570 685.60 1228.60
665.60 571 574 688.60 1233.50
668.90 575 577 692.30 1237.50
672.00 578 581 695.50 1242.00
675.50 582 564 699.10 1245.90
678.40 585 588 702.10 1250.70
682.50 588 591 706.30 1254.30
685.80 592 595 709.80 1259.20
889.20 596 598 713.30 1262.50
692.60 599 602 716.80 1267.90
895.90 603 605 720.20 1271.40
699.20 606 609 723.860 1278.00
702.80 810 612 727.30 1280.00
706.10 613 816 730.80 1284.80
709.40 617 620 734.20 1289.60
713.00 621 623 737.90 1293.30
716.10 624 827 741.10 1298.40
719.70 628 630 744.80 1302.90
723.00 631 634 748.30 1309.30
726.50 835 837 751.80 1315.40
730.00 838 641 765.50 1321.70
733.20 642 644 758.80 1327.80
738.70 645 6848 762.40 1334.00
739.90 649 652 765.70 1339.90
74210 653 656 768.00 1343.80
744 .20 857 660 770.20 1347.40
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TABLE 1.—TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY
BENEFITS BEGINNING DECEMBER 1884 (Cont.)

| (pri insurance .
benefit under 1939 act, . . VI ("‘"“m imum famity
individ oy mulr'n(r?ge amount Il (average moriY o amour?t'zf
's primary d wage)—or his gk s
w,,,‘;:' s pr effoctive for Dec. r?!eo)mhly wage (as amount)—the benefits payable (as
A eod undor sub- _1983)—0rhis  gtermined under sub-  BMOUNE reforred in 8ec.
sec. (d)) is— primary insurance sec. (b)) is- toin the preced-  203(a)) on the basis
amount (as dater- w&.pamgraphsof of his wages and
At But not more  mined under sub- At But not more subsection self-empioyment
least— than— sec.(c)) is— least— than— shall be— income shall be—
749.40 666 670 775.80 1357.40
752.20 671 675 7768.50 1361.80
755.00 878 680 7681.40 1366.80
757.50 681 © 885 784.00 1371.80
760.50 666 690 787.10 1376.20
782.80 891 895 789.40 1381.80
7685.30 696 700 792.00 1386.10
768.20 701 705 795.00 1391.00
770.90 706 710 797.80 1396.00
773.80 71 715 800.80 1400.50
776.30 716 720 803.40 1405.80
779.00 721 725 806.20 1410.30
761.80 726 730 809.10 1415.40
784.40 731 735 811.80 1420.30
787.20 736 740 814.70 1424.80
789.70 7M1 745 817.30 1430.10
792.00 746 750 819.70 1434.50
794.70 751 755 822.50 1439.00
797.00 758 780 824.80 144280
790.30 761 785 827.20 1447.00
801.10 768 770 829.10 1451.20
803.80 m 775 831.70 1455.00
805.80 778 780 834.00 1459.00
808.20 781 785 838.40 1463.10
810.10 786 790 838.40 1467.10
812.30 791 795 840.70 1471.10
814.70 796 800 843.20 1475.20
817.00 801 805 845.50 1479.40
819.30 806 810 847.90 1483.30
821.40 811 815 850.10 1487.80
823.70 818 820 852.50 1491.40
825.90 821 825 854.80 1495.80
828.20 826 830 857.10 1499.50
830.30 831 835 859.30 1503.80
832.50 836 840 861.60 1507.50
834.80 841 845 864.00 1512.00
836.90 846 850 666.10 1515.50
839.30 851 855 666.60 1519.80
841.50 858 860 870.90 1523.80
843.70 861 865 873.20 1527.90
848.10 866 870 875.70 1532.00
848.20 871 875 877.80 1536.00
850.40 878 680 860.10 1539.80
852.70 881 685 882,50 1544.20
854.80 866 890 884.70 1547.80
857.00 891 895 8886 1552.60
859.30 896 900 889.30 1556.10
881.70 801 805 891.80 1560.30
863 906 910 894.10 1564.50
886.10 11 915 896.40 1568.50
868.80 916 920 899.00 1572.20
870.50 921 925 900.80 1576.70
872.60 926 830 903,10 1580.40
874.80 931 935 905.40 1584.50
877.20 936 940 807.90 1588.60
879.40 941 945 910.10 1582.70
881 946 950 912.40 1596.60
884.00 951 955 914.90 1600.80
866.50 956 960 917.50 1604.90
888.70 961 965 919.80 1608.70
890.40 966 970 921.50 1613.00
892.70 971 975 923.90 1617.10
894.90 9876 980 926.20 1620.80
897.50 981 985 928.90 1624.90
899.50 9886 930.90 1629.00
901.70 991 995 933.20 1633.20
904.10 996 1000 935.70 1637.00
906.20 1001 1005 937.90 1640.50
907.70 1006 1010 939.40 1644.40
910.00 1011 1015 941.80 1647.80
912.20 1016 1020 944.10 1651.80
914.10 1021 1025 946.00 1665.10
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TABLE 1.—TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY
BENEFITS BEGINNING DECEMBER 1984 (Cont.)

| (primary insurance

benefit under 1939 act, i . V (maximum family
as modified)—ifan = I (primary 11} (average monthiy IV (primary benefits) —and the
individual's primary insurance amount wage)—or his average insurance maximum amount of
insurance benefit (as  effective for Dec. monthly wage (as amount)—the benefits payable (as
determined under sub-  1983)--0rhis  getormined under sub-  AMountreferred provided 1n sec. .
sec. {d)) is— primary insurance sec. (b)) is- to in the preced-  203(a)) on the basis
{as deter- irg paragraphs o of his wages and
At But not more  mined under sub- At But not more is subsection self-employment
least— than— sec.(c)) is— least— than— shall be— income shall be—
918.10 1031 1035 950.20 1662.60
920.00 1036 1040 952.20 1666.10
922.00 1041 1045 954,20 1670.00
924.30 1046 1050 9568.60 1673.40
925.80 1051 1055 958.30 1676.70
927.80 1056 1060 960.30 1680.90
930.20 1061 1065 962.70 1684.30
932.20 1066 1070 964.80 1688.00
934,10 1071 1075 866.70 1601.80
936.10 1078 1080 968.80 1685.30
938.30 1081 1085 971.10 1698.90
840.00 1086 1080 972.90 1702.50
942.20 1091 1095 975.10 1706.30
944.40 1096 1100 977.40 1710.10
948.00 1101 1105 979.10 1713.40
848.20 1106 1110 981.30 1717.20
950.30 1M 1115 983.50 1720.60
952.20 1116 1120 985.50 1724.60
954.30 121 1125 987.70 1728.00
958.20 1126 1130 989.60 1731.70
956.20 1131 1135 991.70 1735.10
960.30 1136 1140 993.90 1739.20
962.50 1141 1145 996.10 1742.80
964.50 1146 1150 998.20 1746.30
966.10 1151 1155 999.90 1749.70
968.40 1156 1160 1002.20 1753.40
970.50 1161 1165 1004.40 1757.30
972.40 1166 1170 1006.40 1781.00
974,50 "N 175 1008.60 1764.60
976.40 1176 1160 1010.50 1768.20
978.10 1181 1185 1012.30 1771.40
980.10 1186 1190 1014.40 1774.70
981.80 1191 1195 1016.10 1778.30
983.70 1196 1200 1018.10 1781.70
985.70 1201 1205 1020.10 1784.90
987.50 1206 1210 1022.00 1788.50
989.30 1211 1215 1023.90 1791.70
991.20 1216 1220 1025.80 1795.10
993.10 1221 1225 1027.80 1798.30
895.10 1226 1230 1029.90 1801.90
996.80 1231 1235 1031.60 1805.10
998.50 1238 1240 1033.40 1808.60
1000.60 1241 1245 1035.60 1812.10
1002.50 1246 1250 1037.50 1815.40
1004.20 1251 1255 1039.30 1818.70
1006.10 1256 1260 1041.30 1822.20
1008.10 1261 1265 1043.30 1825.60
1009.90 1266 1270 104520 1828.80
1011.60 1271 1275 1047.00 1832.00
1013.50 1276 1280 1048.90 1835.60
1015.10 1281 1285 1050.60 1838.60
1017.00 1286 1280 1052.50 1841.80
1018.90 1291 1205 1054.50 1844.90
1020.50 1206 1300 1056.20 1848.10
1022.20 1301 1305 1057.90 1851.30
1023.90 1306 1310 1059.70 1854.50
1025.70 1311 1315 1061.50 1857.60
1027.70 1316 1320 1063.60 1861.00
1029.30 1321 1325 1065.30 1863.90
1031.10 1326 1330 1067.10 1867.40
1032.70 1331 1335 1068.80 1870.50
1034.50 1336 1340 1070.70 1873.70
1038.30 1341 1345 1072.50 1876.80
1038.00 1346 1350 1074.30 1879.90
1039.80 1351 1355 1076.10 1883.00
1041.50 1356 1360 1077.90 1886.20
1043.40 1361 1365 1079.90 1889.30
1044.90 1366 1370 1081.40 1892.60
1046.70 1371 1375 1083.30 1895.70
1048.60 1378 1380 1085.30 1898.90
1050.10 1381 1385 1086.80 1901.80
1051.80 1388 1390 1088.60 1904.80
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TABLE 1.—TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY
BENEFITS BEGINNING DECEMBER 1984 (Cont.)

{ {primary insurance

benefit under 1839 act, . . V (maximum family

o T T ot R = Gy

individual's primary d wage)—or his average
insurance benefit (as  eflective for Dec. e onthly wage (as amount)—the ~ benefits payable (s
determined under sub-  _ 1963--0rhis - determined under sub- &"m:;’;':c"s 20%?:)';";? e
ig— primary insurance is- i -
sec. (d)} ie nt (as deter- sec. (b)) is ing paragraphs of  of his wa

At But not more  mined under sub- At But not more  this subsection self-of t;{mem
least— than— sec.(c)) is— least— than— shall be— income shall be—

1054.90 1396 1400 1091.80 1910.90

1056.70 1401 1405 1093.80 1913.70

1058.20 1408 1410 1085.20 1916.80

1059.90 14114 1415 1096.90 1919.80

1061.50 1416 1420 1098.80 1922.90

1063.20 1421 1425 1100.40 1925.90

1064.80 1426 1430 1102.00 1928.90

1066.70 1431 1435 1104.00 1931.80

1068.40 1436 1440 1105.70 1934.80

1069.90 1441 1445 1107.30 1937.70

1071.70 1446 1450 1109.20 1941.00

1073.20 1451 1455 1110.70 1943.80

1074.80 1458 1480 1112.40 1946.90

1076.80 1461 1465 1114.20 1949.80

1078.10 1466 1470 1115.80 1952.80

1079.80 1471 1475 1117.50 1855.80

1081.30 1476 1480 1119.10 1958.50

1063.10 1481 1485 1121.00 1961.50

1084 1486 1490 1122.40 1964.10

1066.20 1491 1485 1124.20 1967.10

1087.80 1486 1500 1125.60 1969.90

1089.20 1501 1505 1127.30 1972.90

1090.70 1506 1510 1128.80 1975.40

1092.30 1511 1615 1130.50 1978.20

1093.90 1516 1520 1132.10 1961.10

1095.40 1521 1525 1133.70 1964.10

1096.90 16526 1530 1135.20 1986.80

1008.50 1531 1535 1136.90 1989.50

1100.10 1536 1540 1138.60 1892.40

1101.80 1541 1545 1140.10 1895.20

1103.20 1546 1550 1141.80 1997.90

1104.80 1651 1555 1143.40 2000.80

1106.30 1656 1560 1145.00 2003.60

1107.80 1561 1565 1146.50 2006.50

1109.40 1566 1570 1148.20 2009.10

1110.90 1671 15675 1149.70 2012.10

1112.40 1576 1580 1151.30 2014.90

1114.00 1581 1585 1152.90 2017.70

1115.60 1588 1590 1154.60 2020.40

1117.10 1501 1505 1156.10 2023.40

1118.70 1506 1600 1157.80 2026.20

1120.20 1601 1605 1158.40 2029.00

1121.80 1606 1610 1161.00 2031.80

1123.20 1611 1615 1162.50 2034.80

1124.90 1616 1620 1164.20 2037.30

1126.40 1621 1626 1165.80 2040.20

1128.10 1626 1630 1167.50 2042.90

1129.70 1631 1836 1169.20 2045.90

1131.10 1636 1640 1170.60 2048.50

1132.80 1641 1645 1172.40 2051.50

1134.30 1646 1650 1174.00 2054.20

1135.90 1651 1655 1175.60 2057.10

1137.40 1656 1660 1177.20 2059.80

1138.90 1661 1665 1178.70 2062.60

1140.50 1666 1670 1160.40 2065.40

1142.00 1671 1675 1181.90 2068.30

1143.80 1676 1680 1183.60 2071.10

1145.20 1681 1685 1185.20 2074.00

1146.70 1686 1690 1186.80 2076.70

1148.30 1691 1895 1188.40 2079.60

1149.60 1696 - 1700 1189.80 2082.40

1151.30 1701 1705 1181.50 2085.30

1152.70 1706 1710 1193.00 2088.00

1154.30 1711 1715 1194.70 2090.80

1155.80 1716 1720 1196.20 2093.50

1157.40 1721 1725 1197.90 2006.50

1159.00 1726 1730 1199.50 2099.10

1180.50 1731 1735 1201.10 2102.00

1162.20 1736 1740 1202.80 2104.70

1163.60 1741 1745 1204.30 2107.70

1165.20 1746 1750 1205.90 211040

1166.70 1751 1756 1207.50 2113.30

1168.30 1756 1760 1209.10 2118.10
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TABLE 1.—TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY
BENEFITS BEGINNING DECEMBER 1984 (Cont.)

1 (primary insurance

banefit under 1939 act, . V {maximum famity
as modified)—i an I (primary It (average monthly WV (primary benefits)—and the
individual’s primary insurance amount wage)—or his average insurance maximum amount of
insurance benefit (as  effective for Dec. monthly wage (as amount)—the ~  benefits payable (as
determined under sub- _ 1983)—0r his  yetermined under sub-  AMount referred in sec.
sec. (d)) is— primary insurance sec. (b)) is- to in the preced-  203(a)) on the basis
amount (as deter- n‘g paragraphs of of his wages and
At But not more  mined under sub- At But not more is subsection self-employment
least— than— sec.(c)) is— least— than— shall be— income shall be—

1169.90 1761 1765 1210.60 2119.10

1171.40 1766 1770 1212.30 2121.60

1172.90 1771 1775 1213.90 2124.50

1174.50 1776 1780 1215.60 2127.40

1176.00 1781 1765 1217.10 2130.40

1177.70 1786 1790 1218.90 2132.80

1179.20 1791 1795 1220.40 2135.70

1180.80 1796 1800 1222.10 2138.60

1182.30 1801 1805 1223.60 2141.50

1183.90 1806 1810 1225.30 2144.20

1185.40 1811 1815 1226.80 2147.10

1187.00 1816 1820 1228.50 2149.90

1188.40 1821 1825 1229.90 215280

1190.10 1826 1830 1231.70 2155.30

1191.60 1831 1835 1233.30 2158.30

1183.20 1836 1840 1234.90 2181.20

1184.80 1841 1845 1238.60 2164.10

1196.20 1846 1850 1238.00 2166.50

1197.90 1851 1855 1239.80 2169.50

1199.30 1856 1860 1241.20 2172.30

1201.00 1861 1865 1243.00 2175.20

1202.50 1866 1870 1244.50 2177.80

1204.00 1871 1875 1246.10 2180.80

1205.80 1876 1880 1247.70 2183.60

1207.10 1881 1865 1249.30 2186.50

1208.70 1886 1890 1251.00 2188.20

1210.20 1891 1895 1252.50 2192.20

1211.80 1896 1900 1254.20 2194.90

1213.40 1901 1905 1255.80 : 2197.80

1214.80 1906 1910 1257.30 2200.40

1216.40 1811 1915 1258.90 2203.10

1217.70 1916 1920 1260.30 2205.70

1219.10 1921 1925 1261.70 2208.20

1220.50 1926 1930 1263.20 2210.90

1222.00 1931 1935 1264.70 2213.30

1223.40 1936 1840 1266.20 2216.10

1224.80 1941 1845 1267.60 2218.50

1226.30 1946 1950 1269.20 222110

1227.70 1951 1955 1270.80 2223.50

1229.00 1958 1960 1272.00 2226.30

1230.50 1961 1965 1273.50 2228.70

1231.90 1966 1970 1275.00 2231.40

1233.40 1871 1975 1276.50 2233.70

1234.60 1976 1980 1277.80 2236.40

1236.30 1981 1985 1279.50 2239.00

1237.50 1986 1990 1280.80 2241.60

1238.80 1991 1895 1282.10 2244.00

1240.30 1996 2000 1283.70 2246.70

1241.70 2001 2005 1285.10 2249.10

1243.20 2006 2010 1286.70 2251.80

1244.50 2011 2015 1288.00 2254.30

1246.10 2016 2020 1289.70 2256.90

1247.40 2021 2025 1291.00 2259.50

1248.80 2026 2030 1292.50 2262.10

1250.20 2031 2035 1293.90 2264.40

1251.70 2036 2040 1295.50 2267.10

1253.10 2041 2045 1296.90 2269.50

1254.50 2046 2050 1298.40 2272.30

1256.00 2051 2055 1299.90 2274.80

1257.40 2056 2060 1301.40 2277.40

1258.60 2061 2065 1302.60 2279.70

1260.10 2066 2070 1304.20 2282.50

1261.50 2071 2075 1305.60 2264.90

1263.00 2076 2080 1307.20 2287.60

1264.30 2081 2085 1308.50 2290.10

1265.80 2086 2090 1310.10 2292.80

1267.20 2091 2095 1311.50 2295.20

1268.50 2006 2100 1312.80 2297.90

1270.00 2101 2105 1314.40 2300.20

1271.40 2106 2110 1315.80 2303.00

1272.90 2111 2115 1317.40 2305.40

1274.20 2116 2120 1318.70 2308.10

1275.70 2121 2125 1320.30 2310.50
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TABLE 1.—TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY
BENEFITS BEGINNING DECEMBER 1984 (Cont.)

| (primary insurance

benefit under 1939 act, 3 V {(maximum family
as modified)—if an m"r' (primary W (average monthly l;" a(spmarv beq:‘ﬁ‘:’s“)-—and m'
individual’s primary ance amou wage)—or his avera ance maxi amoul
insurance beprgﬁt (as effective for Dec. ar?:)mmy wage (usge amount)—the benefits payable (as
determined under sub- 1983)—or his determined under sub- amount referred provided in sec.
sec. (d)) is— primary insurance sec. (b)) is- to in the preced-  203(a)) on the basis

amount (as deter-

irm_puragraprgs of  of his wages and
is i J

At But not more  mined under sub- At But not more - 1 8@ D
least— than— 80c.(C)) is— least— than— shall be— income shall be—
1277.10 2126 2130 1321.70 2313.20
1278.60 2131 2135 1323.30 2315.70
1279.90 2136 2140 1324.80 2318.40
12681.20 2141 2145 1326.00 2320.70
1282.80 2146 2150 1327.80 2323.50
1284.10 2151 2155 1329.00 2325.90
1285.50 2156 2160 1330.40 2328.50
1286.90 2161 2165 1331.90 2330.90
1288.10 2186 2170 1333.10 2333.00
1289.40 2171 2175 1334.50 2335.40
1290.60 2176 2180 1335.70 2337.50
1291.80 2181 2185 1337.00 2339.90
1293.00 2186 2190 1338.20 2342.10
1294.20 2191 2195 1339.40 2344.20
1295.50 2196 2200 1340.80 2346.50
1206.70 2201 2205 1342.00 2348.80
1298.00 2206 2210 1343.40 2351.10
1299.20 2211 2215 1344.60 2353.20
1300.40 2216 2220 1345.90 2355.50
1301.70 2221 2225 1347.20 2357.80
1302.90 2226 2230 1348.50 2360.10
1304.20 2231 2235 1349.80 2362.20
1305.40 2236 2240 1351.00 2364.30
1306.50 2241 2245 1352.20 2366.70
1307.90 2246 2250 1353.60 2368.80
1309.10 2251 2255 1354.90 2371.10
1310.40 2256 2260 1356.20 2373.30
1311.80 2261 2265 1357.50 2375.70
1312.80 2266 2270 1358.70 2377.80
1314.00 2271 2275 1359.90 2380.00
1315.20 2276 2280 1361.20 2382.30
1316.50 2281 2285 1362.50 2384.60
1317.80 2286 2290 1363.90 2386.80
1319.10 2291 2295 1365.20 2389.00
1320.20 2296 2300 1366.40 2391.30
1321.40 2301 2305 1367.60 2393.80
132270 2306 2310 1368.90 2395.80
1323.90 2311 2315 1370.20 2398.00
1325.20 2316 2320 1371.50 2400.20
1326.40 2321 2325 1372.80 2402.80
1327.50 2326 2330 1373.90 2404.70
1328.90 2331 2335 1375.40 2407.00
1330.10 2336 2340 1376.80 2409.20
1331.40 2341 2345 1377.90 2411.50
1332.80 2346 2350 1379.20 2413.70
1333.90 2351 2355 1380.50 2416.10
1335.00 2358 2380 1361.70 2418.20
1336.20 2361 2365 1382.90 2420.40
1337.50 2366 2370 1384.30 2422.60
1338.80 2371 2375 1365.60 2424.90
1340.10 2376 2380 1387.00 2427.10
1341.20 2381 2385 1388.10 2429.30
1342.40 2366 2390 1389.30 2431.60
1343.70 2391 2395 1390.70 2433.90
1344.90 2396 2400 1391.90 2435.90
1346.20 2401 2405 1393.30 2438.30
1347.40 2406 2410 1394.50 2440.50
1348.70 2411 2415 1395.90 244290
1349.90 2416 2420 1397.10 2444.90
1351.10 2421 2425 1388.30 2447.30
1352.40 2426 2430 1399.70 2449.50
1353.80 2431 2435 1400.90 2451.90
1354.80 2436 2440 1402.20 2453.90
1356.00 2441 2445 1403.40 2456.20
1357.20 2448 2450 1404.70 2458.50
1358.50 2451 2455 1406.00 2460.80
1359.80 2456 2480 1407.30 2462.90
1361.10 2461 2465 1408.70 2465.20
1362.20 2466 2470 1409.80 2467.50
1363.50 2471 2475 1411.20 2469.70
1364.80 2476 2460 1412.30 2471.60
1365.70 2481 2485 1413.40 2473.80

1366.80 2486 2490 1414.60 2475.70
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TABLE 1.—TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY
BENEFITS BEGINNING DECEMBER 1984 (Cont.)

| (primary insurance v - -
be under 1939 act, . (maximum tamily
an:frirtiodiﬁed)—n an Il (primary ill (average monthly WV (primary benefits)—and the
individual’s primary ingsurance amount wage)—or his average insurance maximum amount of
insurance benefit (as  effective for Dec. monthly wage (as amountj—the  benefits payable (as
determined under sub- 1883)—0r his  getermined under sub-  amount referred provided in sec.
sec. (d)) is— primary insurance sec. (b)) is- to in the preced-  203(a)) on the basis

amount (as deter- ir@ugaragraphs of of his wages and
At But not more  mined under sub- At But not more is subsecti salf- |

least— than— sec.(c)) is— least— than— shall be— income shail be—
1367.90 2491 2495 141570 2477.70
1369.00 2496 2500 1416.90 2479.80
1370.20 2501 2505 1418.10 2481.80
1371.20 2506 2510 1419.10 2483.70
1372.40 2511 2515 1420.40 2485.80
1373.50 2516 2520 1421.50 2487.80
1374.60 2521 2525 1422.70 2489.80
1375.70 2526 2530 1423.80 2491.80
1376.80 2531 2535 1424.90 2493.90
1377.90 2536 2540 1426.10 2495.90
1379.10 2541 2545 1427.30 2497.90
1380.10 2546 2550 1428.40 2499.90
1381.30 2551 2555 1429.60 2502.00
1382.40 2556 2560 1430.70 2503.90
1383.50 2561 2565 1431.90 2505.90
1384.80 2566 2570 1433.00 2506.00
1385.70 2571 2575 1434.10 2510.00
1386.90 2576 2560 1435.40 2511.90
1386.00 2581 2585 1436.50 2514.10
1389.00 2586 2590 1437.60 2516.00
1380.20 2501 2585 1438.60 2518.00
1391.30 2596 2600 1439.80 2520.00
1392.30 2601 2605 1441.00 2522.10
1393.50 2610 1442.20 2524.00
1384.60 2611 2615 1443.40 2526.10
1395.80 2616 2620 1444.60 2526.10
1396.80 2621 2625 144560 2530.10
1397.90 2626 2630 1446.80 2532.10
1399.10 2631 2635 1448.00 2534.30
1400.20 2636 2640 1449.20 2536.10
1401.20 2641 2645 1450.20 2538.20
1402.40 2646 2650 1451.40 2540.00
1403.50 2651 2655 1452.60 2542.20
1404.70 2656 2660 1453.80 2544.20
1405.70 2661 2665 1454.80 2546.20
1406.80 2866 2670 1456.00 2548.20
1408.00 2671 2875 1457.20 2550.30
1409.10 2676 2680 1458.40 2552.20
1410.10 2681 2685 1450.40 2554.30
1411.30 2686 2690 1480.80 2556.30
1412.40 2691 2695 1461.80 2558.30
1413.60 2696 2700 1463.00 2560.20
1414.60 2701 2705 1464.10 2562.20
1415.60 2706 2710 1465.10 2564.00
1416.70 2mM 2715 1466.20 2565.90
1417.70 2718 2720 1467.30 2567.70
1418.70 721 2725 1468.30 2569.80
1419.60 2728 2730 1469.40 2571.50
142080 2731 2735 1470.50 2573.40
1421.80 2736 2740 1471.50 2575.20
1422.90 2741 2745 1472.70 2577.20
1423.90 2746 2750 1473.70 2579.00
1424.90 2751 2755 1474.70 2560.90
1426.00 2756 2760 1475.90 2582.70
1427.00 2781 2765 1476.90 2584.70
1428.00 2766 2770 1477.90 2586.50
1429.10 2171 2775 1479.10 2588.40
1430.10 2776 27860 1480.10 2590.20
1431.10 2781 2785 1481.10 2582.10
1432.20 2786 2790 1482.30 2584.00
1433.20 20 2795 1483.30 2595.90
1434.30 2796 2600 1484.50 2597.70
1435.30 2801 2605 1485.50 2599.70
1436.30 2806 2810 1488.50 2601.50
1437.40 2811 2815 1487.70 2803.40
1436.40 2816 2820 1488.70 2605.30
1439.40 2821 2825 1489.70 2607.10
1440.50 2826 2830 1480.90 2609.00
1441.50 2831 2835 1491.90 2610.90
1442.50 2836 2840 1492.90 2612.70
1443.60 2841 2845 1494.10 2614.70
1444.60 2646 2850 1495.10 2618.40
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TABLE 1.—TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY
BENEFITS BEGINNING DECEMBER 1884 (Cont.)

| (primary insurance
benefit under 1938 act, V (maximum famity
23 modi i an i (primary M (IVO"OG monthly IV (primary benefits)—and the
individual’s primary  insurance amount
insurance benefit (as  effective for Dec. "WW w.ge (as amount)—the benefits payable (as
determined under sub- 1983)—or his amount referred in sec.
sec. (d)) i— primary insurance sec. (b)) I 1o in the preced- 203(a)) on the basis
amount (as deter- paragraphs of of his wi and
At But not more  mined under sub- At But not more s subsection seff-el ‘h:{ment
loast— than— sec.(c)) is— loast— than— shall be— income | be—
1446.70 2856 2860 1497.30 2620.30
1447.70 2861 2865 1498.30 2622.10
1448.70 2066 2870 1499.40 2624.00
1449.80 287 2875 1500.50 2625.80
1450.80 2878 2880 1501.50 2627.70
1451.80 2881 2885 1502.60 2629.70
1452.90 2066 2890 1503.70 2631.40
1453.90 2891 2895 1504.70 2633.40
1455.00 2896 2900 1505.90 2635.30
1456.00 2901 2905 1506.80 2637.10
1457.00 2006 2910 1507.80 2639.00
1456.10 2011 2015 1509.10 2640.90
1458.10 2018 2920 1510.10 2642.70
1460.10 2921 2925 1511.20 2644.70
1481.20 2926 2030 1512.30 2646.40
1462.20 2931 2935 1513.30 2646.40
1483.20 2938 2040 1514.40 2650.20
1464.30 2941 2945 1515.50 2652.10
1465.30 2950 1516.50 2654.00
1466.30 2051 2955 1517.80 2655.90
1467.40 2958 2060 1518.70 2657.70
1466.40 2061 2065 1519.70 2659.70
1469.40 2066 2970 1520.80 2661.50
1470.50 2071 2075 1521.90 2663.40
1471.50 2976 2080 1523.00 2665.20
1472.50 2081 2085 1524.00 2666.90
1473.50 2068 2080 1525.00 2668.80
1474.50 2991 2095 1526.10 2670.80
1475.50 2996 3000 1527.10 2672.40
1478.50 3001 3005 1528.10 2674.20
1477.50 3006 3010 1520.20 2676.00
1476.50 3011 3015 1530.20 2677.80
1479.50 3018 3020 1531.20 2679.70
1480.50 3021 3025 1532.30 2881.40
1481.50 3026 3030 1533.30 2683.30
1482.50 3031 3035 1534.30 2665.10
1483.50 3036 3040 1535.40 2686.90
1484.50 3041 3045 1536.40 2688.70
1485.50 3046 3050 1537.40 2690.50
1486.50 3051 3055 1538.50 2692.30
1487.50 3056 3080 1539.50 2694.20
1488.50 3061 3085 1540.50 2695.90
1489.50 3066 3070 1541.60 2607.80
1480.50 3071 3075 1542.60 2609.50
1491.50 3076 3080 1543.70 2701.40
1492.50 3061 3085 1544.70 2703.20
1493.50 3088 3090 1545.70 2705.00
1494.50 3091 3095 1546.80 2706.80
1495.50 3096 3100 1547.60 2708.60
1496.50 3101 3105 1548.80 2710.40
1497.50 3106 3110 1549.90 2712.30
1498.50 3n 3115 1550.90 2714.00
1499.50 3116 3120 1551.90 2715.90
1500.50 3121 3125 1553.00 2717.70
1501.50 3126 3130 1554.00 2719.50
1502.50 3131 3135 1565.00 2721.30
1503.50 3136 3140 1556.10 2723.10
1504.50 3141 3145 1557.10 2724.90
1505.50 3146 3150 1568.10 2726.80
315 3155 1559.10 2728.40
3156 3160 1560.10 2730.10
3161 3165 1561.10 2731.90
3166 3170 1562.10 2733.60
3171 3175 1563.10 2735.40
3176 3180 1564.10 2737.10
3181 3185 1565.10 2738.90
3186 3180 1566.10 2740.60
3191 3185 1567.10 2742.40
3196 3200 1568.10 274410
3201 3205 1569.10 2745.90
3206 3210 1570.10 2747.60
3211 3215 1571.10 2749.40

3218 3220 1572.10 2751.10
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TABLE 1.—TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY
BENEFITS BEGINNING DECEMBER 1984 (Cont.)

1 (primary insurance

benefit under 1939 act, . . V (maximum famity
a8 modified)—if an Il (primary Il (average monthly IV (primary benefits}—and the
individual’s primary insurance amount  wgoe) or'his average insurance maximum amount of
insurance benefit (as  ©ffective for Dec. monthly wage (as amount)—the benefits payable (as
determined under sub- 1883)—or his determined under sub-  amount referred provided in sec.
s6c. (d)) is— primary insurance s6c. (b)) is- to in the preced-  203(a)) on the basis
{as deter- in&., graphs of of his wages and
At But not more  mined under sub- At But not more is subsection self-employment
least— than— 86c¢.(c)) is— least— than— shall be— income shall be—
3221 3225 1573.10 2752.90
3226 3230 - 1574.10 2754.60
3231 3235 1575.10 2756.40
B 3236 3240 1576.10 2758.10
3241 3245 1577.10 2759.90
3248 3250 1578.10 2761.60
3251 3255 1579.10 2763.40
3256 3260 1580.10 2765.10
3261 3265 1581.10 2766.90
3266 3270 1582.10 2768.60
3271 3275 1583.10 2770.40
3276 3280 1584.10 2772.10
3281 3285 1585.10 2773.90
3286 3280 1566.10 2775.60
3201 3295 1587.10 2777.40
3296 3300 1588.10 2779.10

TABLE 2.—SPECIAL MINIMUM PRIMARY INSURANCE AMOUNTS
AND MAXIMUM FAMILY BENEFITS

Special minimum Special minimum  Special maximum
primary insurance No. of years required primary insurance family benefit
amount payable for minimum eamings amount payable for  payabie for Dec.
Dec. 1983 level Dec. 1984 1984

18.10 1 18.70 28.10

35.80 12 37.00 55.60

53.70 13 55.50 83.50

71.50 14 74.00 111.10

89.30 15 92.40 138.70

107.30 16 111.00 166.60

125.10 17 128.40 194.10

143.00 18 148.00 222.00

160.80 19 166.40 249.60

178.50 20 184.70 277.20

196.50 21 203.30 305.20

214.30 22 221.80 332.80

232.30 23 240.40 360.80

250.10 24 256.80 388.30

267.90 25 277.20 415.90

285.90 26 2985.90 444,00

303.70 27 314.30 471.60

321.50 28 332.70 499.20

339.30 29 351.10 526.90
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APPENDIX D.—AUTOMATIC ADJUSTMENTS UNDER OLD-AGE,
SURVIVORS, AND DISABILITY INSURANCE

The Social Security Act specifies that certain program amounts
affecting the determination of OASDI benefits are to be adjusted
annually, in general, to reflect changes in the economy. The law
prescribes specific formulas which, when applied to reported statistics,
produce ‘“‘automatic” revisions in these program amounts and hence in
the benefit-computation procedures.

In this appendix, values are shown for the program amounts which are
subject to automatic adjustment, from the time that such adjustments
became effective through 1985. Projected values for future years
through 1990, based on the two intermediate sets of assumptions
(alternatives II-A and II-B), are also shown. Many of these assumptions
are described in the subsection of this report entitled “Economic and
Demographic Assumptions” and are shown in tables 10 and 11. The
subsection entitled “Automatic Adjustments,” and Appendix C, provide
a more complete description of the program amounts affected by the
automatic-adjustment procedures.

Under section 215(b)(3) of the Social Security Act, the average
amount of total wages for each year after 1950 is used to index the
earnings of most workers first becoming eligible for benefits in 1979 or
later. This procedure converts a worker’s past earnings to approximately
their equivalent values near the time of the worker’s retirement or other
eligibility, and these values are used to calculate the worker’s Average
Indexed Monthly Earnings (AIME). The average amount of total wages
for each year is also used to adjust most of the program amounts that are
subject to the automatic-adjustment provisions. A copy of the notice
announcing the average wage for 1983, including a brief description of
its derivation, is shown in Appendix C, which also describes the
determinations of other program amounts that are in effect for 1985.
Table D1 shows the average amount of total wages as announced for
each year 1951 through 1983, together with estimated values for 1984
through 1990 based on the two intermediate sets of assumptions.
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TABLE D1.—AVERAGE AMOUNT OF TOTAL WAGES FOR 1951-83 AND ESTIMATED AMOUNTS
FOR 1984-80, ON THE BASIS OF THE INTERMEDIATE SETS OF ASSUMPTIONS

Calendar year Actual amounts
1951 $2,799.18
1952 2,973.32
1953 3,139.44
1954 3,155.64
1955 3,301.44
1956 3,532.36
1957 3,641.72
1958 3,673.80
1959 3,855.80
1960 4,007:12
1961 4,086.76
1962 4,201.40
19683 4,396.64
1964 4,576.32
1965 4,658.72
1966 4,938.36
1967 5213.44
1068 5,571.76
1969 5,893.76
1970 6,186.24
1971 8,497.08
1972 7,133.80
1973 7,560.16
1974 8,030.76
1975 8,630.92
1976 9,226.48
1977 9,779.44
1976 10,556.03
1979 11,479.46
1980 12,513.46
1961 13,773.10
1982 14,631.34
1883 15,239.24
Estimated amount by alternative-
I1-A -8
1984 $16,031.08 $15,992.80
1985 16,642.77 16,595.36
1966 17,542.19 17,491.41
1987 18,529.18 18,590.61
1068 19,547.68 19,714.94
19689 20,640.27 20,841.96
1990 21,680.61 22,134.72

The provisions for automatic cost-of-living increases in OASDI
benefits were originally enacted in 1972 and first became effective with
the benefit increase for June 1975. The determination of the benefit
increase effective for December 1984 is shown in Appendix C. Table D2
shows the automatic benefit increases determined for each year 1975-84,
and the benefit increases for each year 1985-90 on the basis of the two
intermediate sets of assumptions.



TABLE D2.—OASDI PROGRAM AMOUNTS DETERMINED UNDER THE AUTOMATIC-ADJUSTMENT PROVISIONS FOR 1975-85 AND PROJECTED FUTURE
AMOUNTS FOR 1986-80, ON THE BASIS OF THE INTERMEDIATE SETS OF ASSUMPTIONS

. Retirement eamings test Amount  AIME “bend points” in  PIA “bend points” in maximum-famity-
. “Old-law exempt amounts of eamings PIA formula benefit formula
Benefit Contribution  contribution required for
increase’  and benefit and benefit Under  Ages 65 and quarter of ! ) .

Calendar year (percent) base base? age 65 over* coverage* First Second First Second Third
8.0 $14,100 (*) $2,520 $2,520 Q] () ") (¢ ) *)
6.4 15,300 ® 2,760 2,760 (9} ) ) ®) W] *)
5.9 16,500 ® , 3,000 ) ) ® Q] ®) Q]
65 17,700 ) 3,240 74,000 +$250 ) *) )] (*) (*)
9.9 122,900 $18,900 3,480 74,500 260 *$180 *$1,085 *$230 *$332 *$433
143 725,900 20,400 3,720 75,000 290 184 1,171 248 358 467
1.2 129,700 22,200 4,080 5,500 310 211 1,274 270 390 508
7.4 32,400 24,300 4,440 6,000 340 230 1,388 294 425 554
35 35,700 26,700 4,920 6,600 370 254 1,528 324 468 610
3.5 37,800 28,200 5,160 6,960 390 267 1,612 342 493 643
[¢] 39,600 29,700 5,400 7,320 410 280 1,691 358 517 675
42 41,700 31,200 5,640 7,680 430 295 1,779 377 544 710
4.1 43,200 32,400 5,880 7,920 450 306 1,846 391 565 737
40 45,600 34,200 6,240 8,400 480 323 1,946 413 596 777
3.6 48,300 36,000 6,600 ,880 500 341 2,056 436 629 820
3.1 51,000 38,100 6,960 9,360 530 360 2,169 460 664 866
50 41,700 31,200 5,640 7,680 430 294 1,774 376 543 708
5.3 43,200 32,400 5,880 7,920 450 305 1,841 390 563 735
5.0 45,600 34,200 6,240 8,400 470 322 1,941 411 594 774
4.6 48,600 36,300 6,600 8,880 500 342 2,063 437 631 823

4.1 51,600 38,400 6.960 9.380 530 363 2187

Effective with benefits payable for June in each year 1975-82, and for December in each
year after 1982.

*Contribution and benefit base that would have been determined automatically under the law
in effect prior to enactment of the Social Security Amendments of 1977.

*In 1955-82, retirement earnings test did not apply at ages 72 and over; beginning in 1983, it
does not apply at ages 70 and over.

*Sec Appendix C for a description of quarter-of-coverage requirements prior to 1978.
p q

464 669 a73

*No provision in law for this amount in this year.

*Amount not subject to automatic-adjustment provisions in this year.

*Amount specified by Social Security Amendments of 1977.

SAmount specified for first year by Social Security A d of 1977; for
subsequent years subject to automatic-adjustment provisions.

*Actual benefit increase for December 1985 has not been determined. Estimates of that
increase, based on alternatives II-A and II-B, are 3.4 percent and 3.7 percent, respectively.

91!
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The law provides for an automatic increase in the contribution and
benefit base for the year following a year in which an automatic benefit
increase became effective. The base for 1975 was the first one deter-
mined on this basis. (Amendments enacted in December 1973 provided
that the 11-percent general benefit increase that became effective in 1974
would be considered an automatic cost-of-living benefit increase for
purposes of the automatic-adjustment provisions.) The bases for 1979-81
were specified by the 1977 amendments at levels above those which
were expected to occur under the automatic-adjustment provisions (and
which, in fact, as the experience developed, were above such levels).
Starting again in 1982, the bases have been determined automatically on
the basis of increases in average wages. Table D2 shows actual past and
projected future amounts for the contribution and benefit base.

The law provides for the determination of the contribution and benefit
bases that would have been in effect in each year after 1978 under the
automatic-adjustment provisions as in effect before the enactment of the
1977 amendments. This “old-law” base is used in determining special-
minimum benefits for certain workers who have many years of low
earnings in covered employment. Beginning in 1986, the old-law base
will be used in the calculation of OASDI benefits for certain workers
who are eligible to receive pensions based on noncovered employment.
It is also used for certain purposes under the Railroad Retirement
program and the Employee Retirement Income Security Act of 1974.
Table D2 shows the old-law bases for 1979-85, together with estimated
amounts for 1986-90 on the basis of the two intermediate sets of
assumptions.

The 1972 amendments specified that the amount of earnings exempted
from the withholding of benefits under the retirement earnings test
would increase automatically in the year following a year in which an
automatic cost-of-living benefit increase became effective. The 1977
amendments modified this procedure by establishing two different
exempt amounts—one for those under age 65 and another for those aged
65 and over. The former amounts continued to increase automatically,
while the' latter amounts were specified for 1978-82, after which they
again increase automatically. The exempt amounts are shown in table D2
for 1975-90.

The 1977 amendments specified the amount of earnings required in
1978 to be credited with a “quarter of coverage” and provided for
automatic adjustment of this amount for future years. Table D2 shows
the amounts for 1978-90.

The 1977 amendments substantially revised the method of computing
benefits for most workers first becoming eligible for benefits in 1979 and
later. The formula used to compute the Primary Insurance Amount
(PIA) for workers who first become eligible for benefits, or who died
before becoming eligible, in 1979 is:

90 percent of the first $180 of AIME, plus
32 percent of AIME in excess of $180
but not in excess of $1,085, plus
15 percent of AIME in excess of $1,085.
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The amounts separating the individual’s AIME into intervals—the
“bend points”—are adjusted automatically by the changes in average
wages as specified in section 215(a)(1)(B) of the Social Security Act. (A
regular-minimum benefit of $122 and a special-minimum benefit varying
by “years of coverage” are also provided, although for most workers
first becoming eligible for benefits in 1982 and later, the regular-
minimum benefit of $122 has been eliminated.) The bend points for 1979-
85, and the values projected for 1986-90, are shown in table D2.

A similar formula is used to compute the maximum total amount of
monthly benefits payable on the basis of the earnings of a retired or
deceased individual. This formula is a function of the individual’s PIA,
and is shown below for workers who first became eligible for benefits,
or who died before becoming eligible, in 1979:

150 percent of the first $230 of PIA, plus
272 percent of the PIA in excess of $230
but not in excess of $332, plus
134 percent of the PIA in excess of $332
but not in excess of $433, plus
175 percent of the PIA in excess of $433.

These PIA-interval bend points are adjusted automatically in accord-

ance with section 203(a)(2) of the Act. The maximum-family-benefit
bend points for 1979-90 are shown in table D2.

Next Page
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APPENDIX E.—ACTUARIAL ESTIMATES FOR THE OASI, DI, AND HI
PROGRAMS, COMBINED

In this appendix, actuarial estimates for the OASI, DI, and Hospital
Insurance (HI) programs are combined to facilitate analysis of the
adequacy of the combined income and assets of these three trust funds
relative to their combined expenditures. These estimates represent the
combination of the estimates shown in this report and in the concurrent
report for the HI Trust Fund.

Public Law 97-123 granted limited authority for borrowing among the
OAS], DI, and HI Trust Funds; this authority expired on December 31,
1982. The Social Security Amendments of 1983 reinstated interfund
borrrowing authority and extended it through the end of 1987. In
addition, the current provisions of the law (1) prohibit new loans from a
trust fund if its assets are below specified levels, and (2) set forth
minimum standards for the repayment of interfund loans (including a
requirement for the complete repayment of all such loans before 1990).
Estimates shown in this appendix for the combined trust funds are
theoretical after 1987 because, under present law, no authority exists for
transferring assets from one trust fund to another after 1987 except to
repay amounts owed. Thus, the emphasis in this appendix on combined
operations should not obscure the financial status of the individual trust
funds.

Table E1 shows estimated assets of the three funds, separate and
combined, as a percentage of annual expenditures for calendar years
1985-94, based on the four alternative sets of assumptions used in this
report. These estimates indicate that, except on the basis of alternative
III, no further interfund loans would be necessary during 1985-87. On
the basis of alternative III, the assets of the DI Trust Fund would be
insufficient to allow the timely payment of DI benefits by the end of
1987. As described earlier in this report, an interfund loan could
postpone the depletion of the DI fund; the amount borrowed, however,
could not be repaid by the mandated deadline of December 31, 1989,
without corrective legislation.

The estimates also indicate that, except on the basis of alternative I11,
the $10.6 billion owed from the OASI Trust Fund to the HI Trust Fund,
after the repayment of $1.8 billion in January 1985, would be repaid by
early 1987 using the minimum standard in the law, based on the trust
fund ratio, for repayment of such amounts owed. Based on alternative
111, a small repayment would be required to the HI Trust Fund in 1986,
with the remainder being repaid in 24 monthly installments in 1988-89, in
accordance with procedures specified in the law. Based on all four
alternatives, the $2.5 billion owed from the OASI Trust Fund to the DI
Trust Fund, after the repayment of $2.5 billion in January 1985, is
assumed to be repaid in 1986.

Based on alternatives I, II-A, and II-B, the combined assets of the
OASI and DI Trust Funds would increase as a percentage of outgo
throughout the short-range projection period. Based on alternative 111,
assets would decline relative to outgo through 1987; after 1989, signifi-
cant growth would occur. The assets of the HI Trust Fund, as a
percentage of annual expenditures, are estimated to increase for at least
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the next several years based on all four sets of assumptions. Except for
the alternative I projections, HI assets are estimated to begin declining
near the end of this decade. As described in the concurrent HI Annual
Report, the HI Trust Fund would have sufficient assets to meet
obligations throughout the medium-range period based on alternative I,
but would be exhausted in 2000 based on alternative II-A, in 1998 based
on alternative II-B, and in 1992 based on alternative III. The HI
estimates are significantly more favorable than those in last year’s report.
For alternatives I, 11-A, and II-B, this improvement is due to two major
actions: (1) The Secretary of Health and Human Services has tentatively
decided to set prospective payment rates for fiscal year 1986 at the same
level as for fiscal year 1985, and (2) in later years, the limiting annual
increase in rates which can be granted without specific justification is
equal to the increase in the hospital input price index plus one-quarter
percentage point. Prior to the enactment of the Deficit Reduction Act of
1984, the limiting annual increase in rates was equal to the increase in the
hospital input price index plus one percentage point. For alternative III,
prospective payment rates are assumed to increase by the price index
plus one-quarter percentage point in fiscal year 1986 and later.

Table El indicates that the combined assets of the OASI, DI, and HI
Trust Funds would be sufficient to meet combined obligations through
the end of 1994 based on each of the four alternative sets of assumptions.
These estimates suggest that a reallocation of tax rates among the OASI,
DI, and HI programs, or the extension of interfund borrowing authority
beyond 1987, could be sufficient to prevent the potential short-range
financing problems of the DI and HI programs for a number of years.
Under adverse economic conditions, however, the margin for safety
would be small throughout the short-range projection period.

TABLE E1.—ESTIMATED ASSETS! OF THE OASI, DI, AND Hi TRUST FUNDS, SEPARATE AND
COMBINED, AT BEGINNING OF YEAR, AS A PERCENTAGE OF ANNUAL EXPENDITURES
DURING YEAR, CALENDAR YEARS 1985-94

Total OASDI
Calendar year OASI DI OASDI HI and Hi
Alternative I
1985 24 27 24 32 26
1986 26 33 27 42 30
1987 29 44 31 71 39
1988 38 45 39 87 49
1969 56 56 56 98 65
1990 77 72 76 108 83
1991 102 106 103 118 106
1992 126 139 127 125 126
1993 154 177 156 132 150
1994 178 210 181 136 171
Alternative II-A:
1985 24 26 24 32 26
1986 25 28 25 42 29
1987 27 35 28 67 36
1988 34 31 34 85 44
1989 50 35 48 92 58
1990 67 41 64 97 71
1991 86 61 84 98 87
1992 106 82 104 97 102
1993 126 103 124 93 17
19 147 123 145 86 131
Alternative I1-B:
191 24 26 24 32 26
1986 24 27 25 1 28
1987 26 33 27 63 34
1988 30 28 30 81 40
1989 43 29 41 86 51
1980 57 33 54 88 62
1991 73 50 71 87 74
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TABLE E1.—ESTIMATED ASSETS' OF. THE OASI, DI, AND HI TRUST FUNDS, SEPARATE AND
COMBINED, AT BEGINNING OF YEAR, AS A PERCENTAGE OF ANNUAL EXPENDITURES
DURING YEAR, CALENDAR YEARS 1885-94 (Cont.)

Total OASDI
and H

Calendar year OAS) Dl OASDI I
Alternative 11-B: (Cont.)
1063 105 87 104 77 97
1994 122 * 105 121 67 108
Alternative HI
198 24 26 24 32 26
1986 22 23 22 37 25
1887 20 20 20 141 24
1988 20 ® 19 41 23
1989 23 ") 21 43 26
1990 25 () 21 410 25
1991 30 (] 26 25 26
1992 36 (*) 32 6 26
1893 43 (*) 39 * 25
1984 51 ()] 45 ) 23
Assets of the OASI and DI Trust Funds include ad tax fers for January.

FThe fund is estimated to be exhausted.

Note: The assumptions underlying the estimates for the HI Trust Fund are described in Appendix A of the HI Annual
Report. The ratios for OASDI and for OASDI and HI, combined, shown for years after a given fund is estimated to be
exhausted, are theoretical and are shown for informational purposes only.

Table E2 shows estimated cost rates for the OASI, DI, and HI
programs during 1985-2009, based on alternatives I, II-A, II-B, and IIL.
This table also shows a comparison of total cost rates and total income
rates for the three programs combined. As previously discussed, cost
rates represent program expenditures as a percentage of taxable payroll.
The total income rate represents the combined employee-employer
contribution rate for the OASI, DI, and HI programs, plus the OASDI
income rate attributable to income from the taxation of OASDI benefits,
as described earlier in this report. The definition of taxable payroll is
slightly different for OASDI and HI, because of the different coverage
provisions for Federal civilian employees and Railroad employees under
the two programs. This difference does not materially affect the
comparisons. In addition, the cost rates shown for the HI program
exclude the cost associated with rebuilding and maintaining the HI Trust
Fund at a level suitable for a contingency reserve. Table 8 of the HI
Annual Report presents these additional costs.
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TABLE E2.—COMPARISON OF ESTIMATED COST RATES AND TOTAL INCOME RATES FOR THE
OAS|, DI, AND HI PROGRAMS, BY ALTERNATIVE, CALENDAR YEARS 1985-2009
[As a percentage of taxable payroil'}]

a
Cost rate Total income

OASI Dt His rate Balance?

10.05 1.15 2.66 13.85 14.31 0.45

9.63 1.04 261 13.28 14.51 1.24

9.70 1.02 2.682 13.34 14.53 1.20

9.59 .89 2.66 13.24 15.27 2.03

9.48 .98 2.69 1312 15.29 217

9.48 94 2.74 13.15 15.59 244

9.27 .91 2.80 12.98 15.81 263

9.38 .82 2.82 13.12 15.64 253

9.20 .80 2.87 12.97 15.87 2.69

9.23 .91 2.89 13.03 15.70 267

8.82 .88 2.91 12.61 15.66 3.04

8.74 .89 2.91 12.55 15.66 3.1

8.48 87 2.92 12.27 15.65 338

8.21 .86 2.92 11.89 15.64 3.65

8.00 85 2.92 11.76 15.63 3.87

7.85 .88 2.92 11.62 15.63 4.01

7.73 .87 2.91 11.50 16.63 413

7.62 .88 2.90 11.40 15.63 4.23

7.52 .89 2.89 11.31 15.63 432

7.44 91 2.88 11.23 15.63 4.40

7.39 84 2.87 11.19 15.63 4.44

7.38 .96 286 11.20 15.63 4.43

7.39 89 285 11.23 15.64 441

.. 7.42 1.01 2.86 11.29 15.64 4.35

2009.. 7.50 1.09 285 11.39 15.65 426
25-year average:

1985-2009........ 8.50 .84 283 12.26 15.47 3.20

Alternative |1-A:

1985.. 10.06 1.18 266 13.90 1431 41

9.87 1.09 2.59 13.55 14.52 97

9.81 1.07 265 13.52 14.54 1.01

9.75 1.04 2.73 13.52 15.28 1.76

9.70 1.03 2.80 13.53 15.30 1.77

9.77 1.02 2.90 13.69 15.60 1.91

9.73 1.01 3.00 13.75 15.63 1.88

9.70 1.01 3.09 13.81 15.68 1.85

9.67 1.01 3.18 13.87 15.69 1.82

9.64 1.02 3.26 13.92 15.72 1.80

9.46 1.03 333 13.82 15.68 1.87

9.26 1.04 3.38 13.68 15.68 1.99

9.04 1.05 344 13.53 15.68 214

8.81 1.08 3.50 13.38 15.67 2.31

8.63 1.08 3.55 13.24 15.87 243

8.53 1.08 3.60 13.21 15.67 246

8.45 1.10 3.64 13.20 15.67 247

8.38 1.13 3.69 13.20 15.67 247

8.32 1.18 3.73 13.21 15.67 2486

827 . 1.20 3.78 13.24 15.67 2.43

8.25 1.23 3.82 13.30 15.67 237

8.27 1.27 3.87 13.41 15.68 227

8.30 1.31 3.92 13.54 15.69 215

.. 8.38 1.35 3.99 13.71 15.69 1.98

2009.. 8.48 1.39 4.05 13.92 15.70 1.78

25-year avi
1985-2009 9.08 1.12 3.37 13.54 15.50 1.95
Alternative 11-8:

1965.. 10.10 1.19 2.67 13.96 14.31 .35

9.98 1.1 2.62 13.71 14.52 81

9.97 1.08 2.69 13.74 14.54 .80

9.97 1.08 2.78 13.82 15.28 1.46

9.85 1.05 2.68 13.85 15.30 1.45

10.03 1.04 2.97 14.04 15.61 1.57

10.01 1.03 3.08 14.12 15.64 1.52

10.00 1.03 3.17 14.20 15.87 147

9.98 1.03 3.27 14.28 15.70 1.42

9.96 1.04 3.36 14.36 15.73 1.37

9.81 1.05 3.44 14.30 15.70 1.40

9.65 1.07 3.52 14.24 15.70 1.46

9.47 1.08 3.58 14.13 15.68 1.56

9.26 1.09 3.68 14.01 15.69 1.68

9.1 1.10 3.72 13.94 15.69 1.75

9.04 1.12 3.79 13.96 15.69 1.73

8.96 1.15 3.85 13.98 15.69 1.7

8.93 1.18 3.91 14.02 15.69 1.87

8.88 1.21 3.97 14.08 15.89 1.63

8.64 1.26 4.03 14,12 15.70 1.57

8.63 1.29 4.09 1421 15.70 1.49

8.88 1.34 4.15 14.34 15.71 1.36
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TABLE E2.-—COMPARISON OF ESTIMATED COST RATES AND TOTAL INCOME RATES FOR THE
OASI, DI, AND Hl PROGRAMS, BY ALTERNATIVE, CALENDAR YEARS 1985-2009 (Cont.)
[As a percentage of taxable payroll']

Cost rate Totel income

Calendar year OAS! o]} Hi? Total rate Balance*

8.91 1.38 421 14.50 15.71 1.21

8.98 1.42 4.29 14.89 16.72 1.03

.11 1.46 4.36 14.93 15.73 .80

9.46 1.15 3.52 14.14 16.51 1.37

10.29 1.23 274 14.26 14.31 05

10.58 1.20 2.86 14.65 14.54 -1

10.57 1.19 2.96 14.71 14.56 16

10.863 1.18 3.12 14.93 15.30 37

10.84 1.20 3.30 15.44 15.33 -10

10.96 1.19 3.46 15.61 15.64 03

10.86 1.18 365 15.69 15.67 -.02

10.79 117 3.82 15.78 15.70 -08

10.75 1.17 4.00 15.93 15.73 -.20

10.82 1.19 4.18 16.19 16.77 - 42

10.72 1.22 4.36 16.30 15.74 -.56

10.61 1.26 4.54 16.41 15.74 67

10.46 1.30 4.70 16.46 15.74 -.73

10.28 1.33 488 16.49 15.74 -76

10.16 1.36 5.08 18.58 15.74 85

10.13 1.40 525 16.78 15.74 -1.04

10.11 1.45 543 16.98 15.74 1.24

10.09 1.49 5.61 17.20 15.75 1.45

10.08 1.54 5.80 17.42 15.75 -1.67

10.08 1.60 5.99 17.67 15.76 1.91

10.11 1.66 6.19 17.96 15.76 -2.19

10.18 172 6.39 18.29 16.77 -2.52

1027 1.78 6.62 18.67 15.78 -2.89

10.39 1.85 6.87 19.11 15.79 -3.31.

2008.. 10.57 1.80 712 19.58 15.81 -3.76
25-year

1965-2008. 10.46 1.39 4.76 16.60 15.56 -1.05

‘Taxable payroll is slightly different for OASDI and HI, because of different coverage provisions for Federal civilian
employees and Railroad employees under the respective programs. The difference does not materially affect the
comparison.

3Cost rates exclude amounts required for trust fund building and maintenance.

*The balance is the total income rate minus the combined OASDI and HI cost rate. Positive balances are surpluses, and
negative balances are deficits.

The pattern of estimated OASI and DI cost rates for the next 25 years
was described earlier in this report. The HI costs as a percentage of
taxable payroll are estimated to increase generally through this period
based on all four alternatives, for reasons described in the HI Annual
Report. Based on alternative I, the combined OASDI and HI cost rates
would decline steadily from the 1985 level of 13.85 percent of taxable
payroll to 11.19 percent in 2005, and thereafter increase to 11.39 percent
in 2009. Based on alternative II-A, the combined cost rate would remain
around the 1985 level of 13.90 percent of taxable payroll through 1994,
then decline through the end of the century, before increasing to 13.92
percent in 2009. Based on alternative 11-B, the combined cost rate would
remain around the 1985 level of 13.96 percent of taxable payroll through
the end of the century, and thereafter increase, reaching 14.93 percent in
2009. Based on alternative III, the combined cost rate would increase
steadily from its 1985 level of 14.26 percent of taxable payroll, reaching
19.58 percent in 2009.

Based on alternatives I, II-A, and II-B, the cost rate for OASDI and
HI combined would be less than the combined income rate in each year
1985 through 2009. Based on alternative III, however, the combined cost
rate would be greater than the combined income rate for every year
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after 1985, except 1988 and 1990, when increases in the OASDI
contribution rate are scheduled in the law. On average, for the 25-year
period, total income for OASDI and HI would exceed total costs by
3.20, 1.95, and 1.37 percent of taxable payroll, respectively, on the basis
of alternatives I, II-A, and II-B, while on the basis of alternative III, the
combined income rate would be 1.05 percent of taxable payroll less than
the combined cost rate.

Table E3 presents a comparison of the cost and income rates for the
long-range 75-year projection period, on the basis of the four alternative
sets of assumptions.

TABLE E3.—COMPARISON OF ESTIMATED COST RATES AND TOTAL INCOME RATES FOR THE
OASI, DI, AND Hl PROGRAMS, BY ALTERNATIVE, CALENDAR YEARS 1985-2060
[As a percentage of taxable payrol']

Cost rate i
Total income

Calendar year OASI| ol Hir Total rate Balance®
10.05 115 2.66 13.85 14.31 0.45
9.48 .84 2.74 13.15 15.59 2.44
8.82 .88 2.91 12.61 15.66 3.04
7.85 .88 2.92 11.62 15.63 401
7.39 94 287 11.19 15.63 444
7.61 1.05 2.83 11.49 15.65 417
8.42 1.11 287 12.40 15.70 a3
9.45 1.14 3.03 13.81 15.76 215
10.26 1.16 3.28 14.70 15.82 11
10.61 in 3.54 15.28 15.84 58
10.45 1.07 .73 15.24 15.85 81
9.99 1.05 3.83 14.87 15.84 .97
9.59 107 3.86 14.52 15.84 1.32
9.37 1.07 3.86 14.30 1583 153
.21 1.08 3.85 14.12 15.82 1.70
9.10 1.05 3.84 14.00 15.61 1.82
8.50 .84 2.83 12.26 15.47 3.20
9.51 1.12 3.18 13.80 15.77 1.97
9.81 1.08 3.84 14.51 15.83 1.32
9.20 1.04 3.28 13.52 15.89 217
10.06 1.18 2.66 13.800 14.31 41
9.77 1.02 2.80 13.89 15.60 1.91
9.46 1.03 3.33 13.82 15.66 1.87
8.53 1.08 3.80 13.24 15.87 2.46
8.25 1.23 3.82 13.30 15.87 237
8.62 1.41 4.10 14.14 15.711 1.57
9.66 1.52 4.55 15.75 15.77 .03
11.08 1.58 513 17.77 15.85 1.91
12.28 1.65 5.82 19.74 15.93 -3.81
13.04 1.60 8.44 21.07 15.98 -5.09
13.21 1.56 8.62 21.59 18.01 -5.58
13.01 1.56 7.00 21.57 16.02 5.568
12.84 1.61 7.05 21.50 168.03 5.48
12.84 1.62 7.08 21.51 18.03 -5.48
12.83 1.60 7.04 21.46 16.03 -5.44
12.60 1.60 7.03 21.42 18.03 -5.40
9.06 1.12 3.37 13.54 15.50 1.95
1.3 157 5.42 18.30 15.87 -2.43
1291 159 7.01 21.52 16.02 -5.50
11.10 1.43 5.27 17.79 15.80 -1.99
10.10 1.19 287 13.96 14.31 35
10.03 1.04 2.97 14.04 15.61 157
9.81 1.05 3.44 14.30 15.70 1.40
9.04 1.12 3.79 13.06 15.89 1.73
8.83 1.29 409 1421 15.70 1.49
9.26 1.48 442 15.16 15.74 .58
10.38 1.80 490 16.88 15.81 -1.07
11.65 1.66 5.53 10.04 15.89 -3.15
13.17 1.74 8.27 2117 15.97 -5.20
14.01 1.69 6.94 2264 16.03 82
14.25 1.84 7.38 23.24 16.068 -7.19
14.08 1.65 7.55 23.26 18.07 -7.19
13.890 1.70 7.81 23.20 16.08 -7.42




124

TABLE £3.—COMPARISON OF ESTIMATED COST RATES AND TOTAL INCOME RATES FOR THE
OAS|, DI, AND HI PROGRAMS, BY ALTERNATIVE, CALENDAR YEARS 1985-2060 (Cont.)
{As a percentage of taxable payrollt}

Cost rate

Total income
Calendar year OASH Dt Hiz Total rate Balance?
Alternative 1i-8: (Cont.)
2050. . 13.88 1.70 7.62 23.20 16.08 -7.12
. 13.86 1.69 7.59 23.14 16.08 -7.06
. 13.83 1.69 7.58 23.10 16.08 -7.01
9.48 1.15 3.52 14,14 15.51 1.37
12.14 1.65 5.85 19.64 15.91 -3.73
13.96 1.68 7.57 23.20 16.08 -7.13
11.85 1.49 5.65 19.00 15.83 -3.16
10.29 1.23 274 14.26 14.31 .05
10.96 1.19 3.46 15.61 15.64 .03
10.72 1.22 4.36 16.30 15.74 -56
10.13 1.40 525 16.78 15.74 -1.04
10.11 1.66 6.19 17.96 15.76 -2.19
10.77 1.94 7.36 20.07 15.82 -4.25
12.31 213 8.90 23.34 15.91 7.43
14.41 227 10.72 27.40 16.03 -11.37
16.58 242 12.74 31.74 16.15 -15.59
18.41 2.41 14.46 35.28 16.26 -19.02
19.63 2.40 15.40 37.44 16.35 21.09
20.41 2.46 15.82 38.69 16.42 -22.28
21.23 2.60 15.94 39.76 16.50 -23.27
22.23 2.63 15.96 40.81 16.55 -24.26
. 23.03 2.59 15.90 4152 16.59 -24.94
. 23.61 257 15.89 42.06 16.62 -25.44
25-year averages:
1985-2009......... 10.46 1.39 476 16.60 15.56 -1.05
2010-2034 15.21 2.28 11.49 28.97 16.08 -12.90
2035-2059.......... 21.63 2.55 15.86 40.04 16.50 -23.54
75-year average:
1985-2059......... 15.77 2.07 10.70 28.54 16.04 -12.49

‘Taxable payroll is slightly different for OASDI and HI, because of different coverage provisions for Federal civilian
employees and Railroad employees under the respective programs. The difference does not materially affect the
comparison.

*Cost rates for HI exclude amounts required for trust fund building and maintenance.

*The balance is the total income rate minus the combined OASDI and HI cost rate. Positive balances are surpluses, and
negative balances are deficits.

The trend in long-range OASDI cost rates was described earlier in
this report. The HI cost rates are estimated to increase substantially
based on the four alternatives, from the current level of 2.7 percent of
taxable payroll to about 3.8, 7.0, 7.6, and 15.9 percent, respectively, in
2060, after having peaked at slightly higher levels around 2050. Combin-
ed OASDI and HI cost rates would follow a similar pattern, reaching
14.00, 21.42, 23.10, and 42.06 percent of taxable payroll in 2060. The
combined cost rates would be less than the combined total income rates
throughout the long-range period based on alternative I, but would
exceed the combined total income rates for all years after 2015, based on
alternatives II-A and II-B, and for all years after 1990, based on
alternative III. The combined average actuarial balances for the 75-year
period would be a surplus of 2.17 percent of taxable payroll on the basis
of alternative I, and deficits of 1.99, 3.16, and 12.49 percent on the basis
of alternatives II-A, II-B, and III, respectively.

As noted previously in this report and in the HI Annual Report, long-
range estimates such as these are subject to considerable uncertainty and
should be interpreted carefully. Based on alternatives II-A and II-B,
however, which represent intermediate economic and demographic
conditions, the combined cost of the OASDI and HI programs would
significantly exceed their combined income after the turn of the century.
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APPENDIX F.—STATEMENT OF ACTUARIAL OPINION

It is my opinion that (1) the techniques and methodology used herein
in evaluating the actuarial status of the Federal Old-Age and Survivors
Insurance and Disability Insurance Trust Funds are generally accepted
within the actuarial profession; and (2) the assumptions used and the
resulting cost estimates are, in the aggregate, reasonable for the purpose
of evaluating the financial and actuarial status of the trust funds, taking
into consideration the experience and expectations of the program.

a.

ARRY C. BALLANTYNE,
Associate of the Society of Actuaries,
Member of the American Academy of Actuaries,
Chief Actuary, Social Security Administration

O
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