COMPARISON OF PROPOSED PLANS AC-10 AND AC-11 WITH THE PRESENT
FEDERAL OLD-AGE INSURANCE PLAN AND PLAN AC-1

Including a summary comparison
of AC Plans 1 to 11.

Prepared by
W. R. Williamson and R. J. Myers

Office of the Actuary
Social Security Board
Washington, D. C.

Actuarial Study No. 6

These tables are preliminary and subject to revision.
They are not intended for general distribution.



ACTJARTAL COMPUTATICYS FOR PLANS AC~-10 AND AC-11

The purpose of this brief report 1s to present data in regard
to Plans AO—ld and AC~11 as compared (1) with the present Title II,
(2) with the present Title II modified by the age 65 amendment, and
(3) with Plan AC-1. In this brief foreword there will be presented
a summary of the provisions of these two plans and a discussion of
the limitations involved in the cost estimates presented.

The beneflt formula under Plan AC-10 is the same as that used
for Plan AC~l. However, under Plan AC-1D allowances for wives and
wldows of emnuitanis are not payable until age 65 rather than age 60
as under Plan AC~1. In additioa, under Plan AC~10 benefits are pro-
vided for dependent children of deceased covered individuals and for
wives of covered individuais dying before age 65. The allowance for
dependent childrem has been taken as 75% of the annuity based on the
total wages that the individual would have earned if he had lived to
age 65 and continued to receive wages at the same rate. (This amount
might presumably be varied according te the number of dependent child-
ren, averaging out at the 75% figure.) Wives of deceased covered in-
dividuals receive an annuity of 75% of that based on the total wages
that her husband would have earned if he had lived to age 65 znd con-
tinued to recesive wages at the same rate: this annuity is payzsble to
the widow upon attainment of age 65 1f she is not an annuitant in her

own right.
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The cost of the benefits under Plan AC-10, measured in terms
of vayroll, is 5.55% (see Table A).
Under Plan AC-11 a new formula is substituted; it differs from

the AC-1 formula and the present formula as shown below:

Plan Plan
Barnings Present AC~1 AC~-11
First $3,000 % 6% %

1

:

Next $12,000
Next $30,000
Excess over $45,000

Wl -

Wi = = )

Expressed in terms of an annual annuity.

All other provisions of Plan AC-11 as to benefite for wives and wld—
ows are the same as in Plen AC-1. As a result of the new formula,
ennuity benefits for Plan AC-11 are slightly larger than those under
Plen AC-1 in the later years. There will be no apprecisble effect
for 20 to 25 years since the two formulas produce identical results
for total wages of $45,000 or less. The benefits for death after re-
tirement will be slightly reduced under Plan AC-11 as compared to AC-1
due to the slightly larger annuities, as a result of which the 3%% of
total credited wages is reduced more rapidly.

The cost of the benefits under Plan AC-1ll, measured in terms
of payroll, is 5.59% (see Table A).

The maximum monthly annuity for a single person earning $3000

per year and workirg for 45 years is $75.00 under Plan AC-11l, as



compared with $56.25 under Plan AC~1 and $85.00 under the present
Title II. ¥or a married man the corresponding figures are $84.38
for Plen AC-1 and $85.00 for Plan AC~l and the present Title II.

In the "Cost Estimates" report there were set down 23 assump-
tions which were made in order to carry out the estimates. In such
e plan as this one and others proposed to the Advisory Council many
additional assumptions have to be made in order to determine the
costs for the variocus survivorship benefits and allowances for wives
end dependent children. All of the assumptions made have seemed quite
reasonable and consistent, but it is obvious that there are greet un-
certainties in estimating marital and dependency conditions in the
far-distant future as well as in estimating the prcportion of women
vho will be or will have been gainfully occupied. Previous estimates
are probably of a higher degree of relliability since they involve less
empirical factors. Thus, even to a greater degree than heretofore.
the esstimates of the progress of reserve from 1937_to 1980 should be
taken only as yardsticks by means of which comperisone are possible.
rather than as representing either the final truth or even the best
estimates of probable results.

The reserve, in all cases, is regarded as developed from the
excess of appropriations over benefits invested to earn 3% interest.
Appropriations are assumed to be the estimated tax receipts under
Title VIII less expense allowgnces.

In Table A there is presented a summary of the provisions of
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various proposed modifications of the present Title II, including AC
Plans 1 to 11. In addition to summerirsing the material presented in
the two previous AC reports, there is shown the eguivalent level per—
cent for the benefits and the appropriations. The level percent for
the benefite indicates the percentage of payroll whickh would be required
to exazctly support the benefits according to the assumotions used in
the cost estimates. Similarly, the equivalent level percent for the
avpropriations represents the level percentage of payrcll whieh is
equivalent to the graded scele of appropriations arising from the tax
schedule under Title VIII. In considering these level percente it
should be remembered that thev are subject to wide fluctuation, de~
pending upon a greet many factors such as those pcinted out in tke
"Cost Estimates® repoft. It is conceivable that the combination of
many factors tending to improve mbrtality, increase efficiency by
early retirements, etc., could increase ultimate costs by as much as
50%. However, these figures are extremely valueble in comparing the
cost of one plan with ancther since they are a2ll based on the same
general assumptions and are thus quite valid when considered relatively.
One criterion which is sometimes set up in regard to these
vrovosed plans is thet a1l individuals should receive benefits which
are actuarially equivalent to the taxes under Title VIII (counting
only the employee tex). It is thus necessary to consider the net
level percent of payroll which is recuired to suvvort the benefits for

the extreme cese of & man who enters at age 20 with a level annual



wage of $3000. In Plans AC~1 and AC~1l1l it is necessary to tske account
of the fact that some of the men will be merried when they attain age
65 and tkus will receive larger benefits. In addition, a monthly bene-
fit will be paid to surviving widows; this benefit is not aveilable un-
der the present Title II.

In Table B there are presented net level percents for the pres-
ent Title Il and Plans AC-1 and AC-11 for this $3000 irdividval, assum-
ing that various proportions of the men attaining age 65 are married.
In considering the prooortion of men who are married, those whose wives
are annuitants in their own right should not be counted as "married" men.

Under the present Title II the net level percent is 3.05% which
is slightly more than the ultimate 3% tax rete so thet the above cri-
terion is eatisfied. 1In addition., some sllowance should be made for
administrative expenses. A ressonable allowance seems to be .30% of
payroll. This is based on 5% of the ultimate 6% tax rate and should
be & constant for each individual rather than a percentage of the in-
dividual level percent. While the administrative expenses might be
considered to be approximately the same regardless of wage, it seems a
sound arbitrary policy to measure it also in terms of percentsge of
payroll.

For Plan AC-1 the net level percent ranges from 2.34% for a
man who will be single at 65 to 3.33% for a men who will have a wife
when he atteins age 65. It is estimeted that about 75% of the men at-

taining age 65 will be married. However, it is estimated that ultimately



about half of these mer will not receive an allowance for their wives
because the wives will be annuitants in their own right. Thus, assum
ing that 40% of the men attaining age 65 are "married", the net level
percent is 2.73%. This takes account of the various probevilities in=
volved, both mortality contingencies and the contingency of being mer-
ried at age 65. If the estimated administrative expense of .30% of
payroll is added to this net level percent, a total cost of 3.03% seems
vlausidle. This is slightly more than the ﬁltimate 3% tax rate under
Title VIII.

For Plan AC~1l the net level percent ranges from 2.80% for a
man who will be single at age 65 to 3.51% for a man who will have a
wife when he attains age 65. Again assuning that 40% of the men are
"married" (i.e., married to women who are not annultants in their own
right). the aggregate net level percent required is 3.12%. Adding the
agsumed administrative loading to this, a gross overall cost of 3.42%
i1s arrived at. This is well in excess of the ultimate 3% tax rate un-
der Title VIII,

In conclusion, from the above estimates it appears that both
Plans AC~l and AC-11, as well as the present Title II, satisfy the
criterion that the actuarial value of future benefits shall be greater
than the meximum employee tax rate under Title VIII, when both mortal-
ity and possible marital condition are taken into account. All of the
figures given assume retirement at age 65; retirement at a later age

+

would lower the cost. However., since the individual may retire at age
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65, 1t seems to be a reasonable assumption that the criterion shall be
satisfied for retirement at age 657 A further factor of safety in satise-
fying the criterion is the fact that mortality avpears to be constantly
improving. If this is the case, the required net level percents would
bé appreciably higher than those shown, the increase probably ranging

from 10% to 25h.



Plan AG~10 -~ Table I

ESTIMATED NUMBER OF PERSONS RECEIVING MONTHLY ANNUITY BENEFITS UNDER PLAN AC~10

(A11 figures in thousands of persons)

. Male Annuitants Eligitle Widows of Total
Calendar With Allow~  Without Allow- Female Annui- Dapendent  Recelving

Year snce for Wife ance for Wife Annuitants tentsd a/ Coveredb/ Children Annui ties®
1940 266 676 124 v 1 89 1399
1945 387 952 222 132 25 800 3170
1950 514 1349 342 321 85 ' 1214 4744
1966 592 1734 517 539 192 1381 6007
1960 664 2216 738 698 315 1393 7151
1965 685 2b44 922 825 432 1382 7936
1970 688 2890 1130 913 520 1373 8660
1975 641 3221 1429 965 548 1365 9265
1980 480 3546 1886 949 508 1338 9633
g/ Includes &ll widows of annuitants who are receiving benefits. Does not include those under

age 65 who will receive benefits when they attaln age 65, or tkhose over 65 who are receiving
benefits in their own right.

Includes all wicows aged 65 and over of covered individuals who died before age 65. Does
not 1nclude those under sge 65 who will receive benefits whéen they attain age 65, or those
over 656 who are receiving benefite in their own right.

Includes all ennuitants, wives of ennuitante for whom allowance is received, eligible wldows,
dependent children. and mothers of dependent children (there is roughly one such mother for
every three dependent children).



Plan AC~10 = Table II

ESTIMATED BENEFIT PAYMENTS UNDER PLAN AC-10

(a1l figuree in millions of dollars)

Calendar Annuitents Allowance Eligible Widows of Dependent  Death Total
Yoar In Own Right For Wives Annuiteants Covered Children Benefits Benefits

1340 181 24 1 -0 12 26 244
1345 317 39 19 3 106 63 547
1950 543 63 49 13 162 112 242
1955 803 84 93 33 184 165 1,382
1360 1,138 104 133 €0 185 222 1,842
1965 1,414 117 175 91 184 282 2,263
1970 1,725 . 126 211 120 183 332 2,697
1975 2,075 126 243 138 182 382 3,146
1380 2,457 100 261 140 173 427 3,563

As Percantage of Payroll

1940 .61% .08% * * .04% .09% .82%
1945 1.05 .13 .06% .01% .35 .21 1.81
1950 1.71 .20 .15 .04 .51 .35 2.96
1955 2.40 .25 .28 .10 .55 .49 4,07
1960 3.25 .30 .38 .17 .53 .63 5.26
1965 3.88 .32 .48 .25 .50 .77 6.20
1970 4.54 .33 .56 .32 .48 .87 7.10
1375 5.25 .32 .62 .35 .46 .97 7.97
1280 6.22 +26 .66 .35 .45 1.08 9.02

*  Tess than .005%.
TESCRIPTION OF PLAN:

A. Benefit Formula: Sams as Plan AC-1.

B. Allowance for Wife: 50% of husband's basic annuity if over 65 and not an
snnui tant in own right.

C. Allowance for Widow of Annuitant: 75% of husband's basic snnuity upon attain-
ment of age 65 if not an annuitant in own right.

D. Allowance for Widow of Covered Individual Dying before Age 65: 75% of annuity
based on total weges that husband would have earned if he had lived to age 65
(based on past wage rate). Pald upon attainment of sge 65 if not an annuitant
in own rizht.

E. Allowance for Dependent Children: 75% of annuity based on total wages that
father would have earned if be had lived to age 65.

F. Death Benefita: Same ss present Title II for death before age 65. For death
after 65 the death benefit is a refund of the difference, if any, between 3%%

of total credited wages and ennuity payments actually received by the annuitant
end his widow, and dependents. 7 ved ¥




Plan AC~10 - Table III

- COMPARISON OF BENEFIT PAYMENTS UNDER THREE MODIPICATIONS OF TITLE II

Calendar

(A1l figures in millions of dollars)

Plan

L

As % of Column 1

508%

- 455
251
176

148

128

121

1115

107

100

264
a7 -
326 -
227
186 -

161
146

- 136 .

‘Present  Aze 65  Plan ,
_Teer ~Zitie IT Amendment AC-1  AC-1U = Column 2 Column 3 Column 4
‘Beneftt Paymants in Yesr
1940 - -~ 48 35 244 244 - 73% °  508%
1942 - - 82 - 301 336 373 367 410
1545 218 395 466 . 547 . 181 214
1850 538 865 . 81E ! 942 124 151
1955 921 1,028 1,217 © 1,362 112 132
1960 1,430 1,526 1,712 1,842 - 107 120
1965 1,875 1,975 2,152 2,263 105 115
1970 2,355 2,490 2,615 . 2,697 106 111
1975 . 2,924 3,051 3,110 3,146 104 106
.1980 3,576 . 3,668 3,593 3,563 103 100
¢ Cumuiative Benefit Payments

1940 Wws 7z o 74 264
1942 282 425 914 968 183 394
1845 . 748 1,512 3,185 2,440 202 292
1950 2,810 4,325 5,574 6,383 154 198
1958 6,661 8,762 10,880 12,361 132 163
‘1960 . . 12,803 15,424 18,497 20,675 120 - 144
1965 21,423 24,476 28,455 31,226 - 114 133
1970 32,240 35,927 40,640 43,877 111 126
1375 45,704 50,018 55,186 58,695 109 121

1980

62,288

67,087

72176

75,669

108

116

128
121



Plan AC=10 = Table IV

PROGRESS OF RESERVE UNDER PLAN AC-10 WITH PRESENT SCALE OF TAXES

(A1l figures in millions of dollers)

‘Interest Balance Cumulative
Calendar  Appropri- Benefit on Federal in Appropri= Benefit
Year ation Payments Reserve Subsidxé/ Reserve ations Payments
1937 528 4 0 0 524 528 4
1938 535 11 16 0 1,064 1,063 15
1939 542 18 32 0 1,620 1,605 33
1940 827 244 49 0] 2,252 2,432 277
1941 829 318 €8 0 2,831 3,261 535
1942 829 373 85 6] 3,372 4,090 968
1943 1,125 430 101 0 4,168 5,215 1,398
1944 1,137 485 125 0 4,935 6,352 1,893
1945 1,148 547 148 0 5,684 7,500 2,440
1950 1,813 942 292 0 10,897 15,507 6,382
1955 1,904 1,362 456 0 16,200 24,847 12,381
1960 1,994 1,842 590 0 20,394 34,638 20,675
1965 2,080 2,263 685 0 23,322 44,868 31,226
1870 2,165 2,697 742 0 24,941 65,525 43,877
1975 2,251 3,146 783 0 24,970 66, 608 58,695
1980 2.259 3,563 706 &  2z.0262/ 77,887 75,669

a/ A Federal subsidy is introduced when the reserve falls below 10 billion dol=-
lars. This will not occur until many years after 1980. An annusl Federal
subsidy of 616 million dollars in each year after 1980 1s necessary to main-
tain tke reserve at the 1980 level.



Plan ACwl0 = Table V

PROGRESS OF RESERVE UNDER PLAN AC-10 WITH NEW SCALE OF TAXESQI

(A1l figures in millions of dollars)

Interest Balance Cumalative
Calendar Appropri- Benefit on Federal in Appropri~ Beneflt
Jeer ation Payments  Reserve Subs;§;¥/ Reserve ations Payments
1937 528 4 0 0 524 528 4
1938 535 11 16 0 1,064 1,063 15
1939 542 18 32 o 1.620 1,605 33
1540 827 244 49 0 2,252 2,432 277
1941 829 318 68 0 2,831 3,261 595
1942 829 373 85 0 3,372 4,090 ' 968
1943 1,125 430 101 0 4,168 5,215 1,398
1944 1,137 495 125 0 4,935 6,352 1,893
1945 1,148 547 148 0 5,684 7.500 2,440
1950 1,511 942 283 0 10,287 14,906 6,382
1955 1,587 1,362 397 0 13,844 22,691 12,381
1960 1,662 1,842 469 0 15,831 30,851 20,678
1965 1,733 2,263 491 ¢ 16,337 39,376 31,226
1970 1,804 2,697 462 0 14,957 48,257 43,877
1975 1.876 3,146 370 0 11,435 57,492 58,695
1980 1,882 3,563 300 - 1,382 10,000 66,891 75,669

2/ Schedule of taxes and expense allowances irn arriving at appropriations:

Expense as %
Period Tax Ratp of Taxes
1937=39 2% 8 1/3%
1540-42 3 6 2/3
1943-45 4 5
1846~ 5 5

b/ A Federal subsidy is introduced when the reserve falls below 10 billion dollars.
This first occurs in 1977 when the subsidy necessary is 688 million dollsrs.



Plan AC-3i1 - Table I

ILLUSTRATIVE MONTELY ANNUITIZS UNDER PLANS AC~-1 AND AC-11

Years of Present AC~1 Formula for AC~11 Fgrmulas for
Coverese  Formuls  Sinelel! Marriedd! Siesish! Mariied)

e e

Average Monthly Wage of $25

5 L * * L 3 *
15 $16.25 $16.25 $24.38 $16.25 $24.38
25 18.75 18,75 28.12 18,75 28.12
35 21,28 21.25 31.88 21.25 31.88
45 23,75 23.75 35.62 23,75 35.62

Average Monthly Wage of $50

5 15.00 15.00 22.50 15.00 22.50
15 20,00 20.00 30.00 20.00 30.00
25 25.00 25.00 37.50 25.C0 37.50
35 30,00 27.50 41.25 27.50 41.25
45 36,00 30,00 45.00 30.00 45.00

Aversge Monthly YWege of $100

5 17.50 17.50 26.25 17.50 26.25
15 27.50 26.25 39.38 26.25 39.38
25 37.50 31.25 46.88 31.25 46,88
35 47.50 36.25 54,38 36.25 54.28
45 53.75 33.28 53.07 41.25 61.88

Aversgze Monthly Wege of $150

5 20,00 20.00 30,00 20,00 30.00
15 35.00 30,00 45.00 30.C0 45.00
25 50.00 37.50 56.25 37.50 56.25
35 57.80 41.25 61.88 45.00 67.50
45 85.00 45.00 67.50 52.50 78.75

Average Monthly Wage of $250

5 25.00 25.00 37.50 25.00 37.50
15 50.00 37.50 56.25 37.50 56.25
25 €2.80 43.75 65.62 50,00 75.00
35 75.00 50.00 75.00 62.50 85.00
45 85.00 56.25 84.38 75.00 85.00

* Not eligible because total wages are less than $2000.
af Including married men whose wives are annuiteants in
their own right and such married women.

b/ Excluding men whose wives are snnuitents in their own
right and such married women.



Plan AC-11 - Table II

AVERAGE MONTHLY ANNUITIES UNDER PLAN AC-11 COMPARED WITH THOSE
UNDER PLAN AC-1

Males with Allowance Females and Other

Calendar for Wife Males Fligible Widows
Yoar Plen AC=1 Plan AC-]1 Plen AC-1 Plan AC-11 Plan AC~1 Plan AC-1]
1940 $22.50 $22. 50 $15.00 $15.00 $11.20 $11.20
1945 26.40 25.40 16.90 16.90 11.80 11.80
1950 30.80 30.80 20.50 20.50 12.70 12.70
1955 35.30 35.30 23.50 23.50 14.30 14,20
1960 39.30 39,40 26,20 26,30 15.80 15,80
1965 42,60 43,10 28.40 28.70 17.70 17.90
197¢ 45.80 46,90 30.50 31.20 19.30 19.7C
1878 43.00 £1.10 32.70 34,10 21.00 21.90

1980 52.00 55.10 34.60 36,70 22.90 24.320



Calendar
Year

1937
1938
1939
1940

1941
1942
1943
1944
1945

1950
1955
1960
1965
1370
1975
1980

Plan AC-11 - Table IIIX

ESTINATED BENEFIT PAYMENTS UNDER PLAN AC-11 BY TYPE OF BENEFIT

(411 figures in millions of dollars)

Annuitants

In Own Right For Wives

180

218
243
267
296
317

542
803
1,140
1,430
1,765
2.164

Annuity Benefits Death Benefits Total
Allowances ZEligitle TFor Death TFor Death Benefit
¥idows Before 65 After 65 Paymente

— - 4 - 4

- - 11 - 11

- - 18 - 18

36 2 26 - 244

43 6 34 - 301

47 10 36 - 336

51 15 44 1 378

56 21 52 2 427

60 26 60 3 466

98 63 104 8 815

133 116 148 17 1,217

173 181 192 30 1,716

201 260 240 41 2,172

229 342 276 54 2,666

249 430 309 71 3,223

238 512 333 89 3,778

2.606



lan AC-11 - Table IV
COMPARISON OF BENEFIT PAYMENTS UNDER THREER MODIFICATIONS OF TITLE II

(All figures in millions of dollars)

Calendar  Present Age 65 Plan  Plan AC~11 as %
Year Title II Amendment AC~1 AC=-11 of AC=-1

Benefit Payments in Year

1940 48 35 244 244 100.0%
1942 124 301 336 336 100,0
1945 218 395 466 466 100.0
1950 538 669 815 815 100.0
1955 921 1,028 1,217 1,217 100.0
1960 1,430 1,526 1,712 1,716 100.2
1965 1,875 1.975 2,152 2,172 100.9
1870 2,355 2,490 2,615 2,666 102.0
1975 2,934 3,051 3,110 3,223 103.6
1980 3,576 3,668 3,593 3,778 105.1

Cumulative Benefit Payments

1940 105 78 . 277 277 100.0
1942 232 425 914 914 100.0
1945 749 1,512 2,185 2,185 100.0
1950 2,810 4,325 5,574 5,874 100,0Q
1955 6,661 8,782 10,880 10,880 100.0
1960 - 12,803 15,424 18,497 18,504 100.0
1565 21,423 24,47¢ 28,455 28,523 100.2
1970 32,240 35,927 40,640 40,892 100.6
1975 45,704 50,018 55,186 55,866 101.2

1980 62, 288 67,087 72,176 73,636 102.0



Plan AC~11 - Table V

PROGRESS OF RESERVE UNDER PLAN AC~-11 WITH PRESENT SCALE OF TAXES
UNIER TITLE VIII

(A11 figures in millions of dollars)

Interest Balance Cumulative
Calendar Appropri- Benefit on Federal in Appropri=~ Benefit
Year ation Payments Reserve Subs;gx%/ Reserve _ations_ Payments
1937 528 4 0 0 524 528 4
1938 535 11 16 0 1.064 1,063 15
1939 542 18 32 0 1,620 1,605 33
1940 827 244 49 0 2,252 2,432 277
1941 829 301 68 0 2.848 3,261 578
1942 829 336 85 0 3.426 4,090 914
1943 1.125 378 103 0 4,276 5,215 1,292
1944 1,137 427 128 0] 5.114 6,352 1,719
1945 1,148 466 153 O 5,949 7,500 2,185
1950 1,813 815 314 0] 11,788 15,507 5,574
1855 1,904 1,217 503 0 17,968 . 24,847 10,880
1560 1,994 1,716 666 0 23,156 34,638 18,504
1965 2.080 2,172 792 0 27,091 44,868 28,523
1970 2,165 2.666 877 0 29,612 55,525 40,892
1975 2,251 3,223 909 0 30,227 66,608 55,866
1880 2.259 3,778 865 Oi/ 28,184 77.887 73,636

8/ A Federal subsidy is introduced when the reserve falls below 10 billion dollars.
This will not occur until many years after 1980. An anmusl Federal subeidy of
673 million dollars in each year after 1980 is necessary to maintain the reserve
at the 1980 level.



Plan AC~11 - Table VI

COMPARISON OF RESERVES UNLER THREE MODIFICATIONS OF TITLE IIEJ

(A11 figures in millions of dollare)

Calendar Present Age 65 Plan Plan
Year Title ITI  Amendment AC-1 AC=11
1340 2,337 2,462 2,252 2,252
1942 4,005 3,956 3,426 3,426
1945 7,343 6,722 5,949 5,949
19580 14,732 13,278 11,738 11,788
1355 22.765 20,540 17,968 17,968
1960 30,066 27,092 23,163 23,156
1965 36,307 32,535 27,162 27,091
13970 41,625 37,015 29,888 29,612
1975 45,402 39,902 30,998 30,227
1980 46,641 40,206 29,901 28,184

a2/ In 211 modifications it is assumed that the
present scale of taxes under Title VIII is main~
tained.



Table A

SUMMARY OF PROVISIONS OF VARIOUS MODIFICATIONS OF TITLE Il

Monthly Monthly Benefits For Age Require- Death Benefits Equivalent Leval

Benafits Wives of Widows of ¥idows Dependent ment for Before After Tax Benefits Reserve Subsidyﬁ/ Percent
Plan Begin Formila Apnultants Annuitents of Coverad Children Women 65 65 Scale in 1980+ in 1980* 4in 1980* DBenefite Approp.
Present Title II 1942 Present No No No No - Yeos Yes Present 3,576 46 641 0 5.06%  5.06%
Age 65 Amendment 1942 Presant No No No Yo - Yes Yes  Present 3,668 40,339 199 5,22 5.06
Age 65 Amendment +194%0 Presgent No No No . Mo - Yos Yes Present 3,668 38,975 2ko 5.2 5.06
Plan AC-1 190 New Yes Yee No No 60 Yees Yes Pfesen? 3,593 29,901 U37 5.1 5.06
Plan AC-1 J " L] " " L] n " n 2-5%b 3,593 12,214 1,345 5.41 L, 36
Plan AC-1 n " " " " " " " W 2.5%e/ 3,593 9,500 1,026 5.41 0 3.96
Plan AC-2 1940 New No Yes No No 60 Yes No Present  3,U493 37,660 10l 5.15 5.06
Plan AC-3 TFormula A 1940 New No Yo No No - Yes Yes Present 3,655 27,573 567 5.51 5.06
Plan AC-3 Formula B 1940 New No Yo Yo No -- Yee Yes Present 3,658 25,486 634 5.56 5,06
Plan AC-k 192 Present No No Yo Yo - Yes Yes 2-14%9/ 3,668 10,070 1,862 5,22 3.59
Plan AC-5 1942 Present No No No No - Yes Yes 2-5%2/ 3,668 12,799 1,ko1 5.22 4,13
Plan AC-6 1942 Pregent No No No No -- Yes Yes 2-9%2/ 3,668 9,316 0 5.22 5,22
Plan AC-7 1940 New Yes Yes No Yes 60 Yes Yee Preesent 3,093 10,000 534 5.58 5.06
Plan AC-8 1942 New No No No No -— Yes Yes 2-6%2/ 2,603 11,260 0 4,02 4,01
Plan AC-9 Formula A 1940 New Yes Yes Yes Yes 65 No Yo 2—5%2/ 2,296 8,700 153 4,09 3.96
Plan AC-9 Formula B 1940 New Yes Yes No No 65 Yes Yo Present 3,285 19,666 436 5.41 5.06
Plan AC-10 1940 New Yes Yes Yes Yes 65 Yer Yee Preaen} 3,563 22,926 616 5.55 .06
Plan AC-10 v " " " " " " # " 2-5#2/ 3,563 10,000 1,381 5.55 .36
Plan AC-11 1940 New Yes Yes No ¥o 60 Yes Yee Present 3,778 28,184 673 5.59 5.06

* In millions of dollars,

af Subsidy required in each year after 1980 to hold reserve level at 1980 figure.

b/ Increasing by 3 year intervals,

¢/ 2% for 8 years, increasing by 5 year intervals thereafter,

d/ Increasing by 5§ year intervals.

e/ 2% for 3 years, 3% for 20 years, 43% for 5 years, 6% for 13 years, and 9% thereafter,

£/ 2% for 3 years, 3% for 20 years, Wi for 20 years, and 6% thereafter.



Table B

NET LEVEL PERCENT OF PAYROLL REQUIRED TO SUPPORT THE BENEFITS
UNDER VARIOUS PLANS FOR A MAN ENTERING AT AGE 20
WITH A LEVEL ANNUAL WAGE OF $3000

Assumed Pro-

portion of Prasent Plan Plan
Uarried Mend/ Title II AC-1 AC~11
. None 3.05% 2.34% 2.80%
25% 3.05 2.59 3.00

40% 3.05 2.73 3.12

50% 3.05 2.84 3.21

75% 3.05 3.08 3.41
100% 3.05 3.33 3.51

&/ This column gives various possibilities as to
the proportion of men attaining age 65 who are
married and whose wives are not annuitants in
thelr own right.

Note: These figures are based on the U. S. White
Males and Females Mortality Tables at 3% in-
terest. It is assumed that all wives are five
years younger than thelr husband. It is also
assumed that all men retire at ages 65. No
allowance 1s made for administrative expenses.



