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1973 ANNUAL REPORT OF THE BOARD OF TRUSTEES OF THE
FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST
FUND AND THE FEDERAL DISABILITY INSURANCE TRUST
FUND

Tue Boarp oF TRUSTEES

The Federal old-age and survivors insurance trust fund, established
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) o1 the Social Security Act. The Board
is comprised of three members who serve in an ex officio capacity. The
members of the Board are the Secretary of the Treasury, the Secretary
of Labor, and the Secretary of Health, Education, and Welfare. The
Secretary of the Treasury is designated by law as the Managing
Trustee. The Commissioner of Social Security is Secretary of the
Board. The Board of Trustees reports to the Congress once each year,
in compliance with section 201(c) (2) of the Social Security Act. This
Report 1s the Annual Report for 1973, the 33rd such report.

HieaLicurts

The more important developments during fiscal 1972, discussed in
more detail in later sections, are indicated below :

(@) The growth of the old-age, survivors, and disability insurance
system during fiscal year 1972 was close to that predicted in the 1972
Report. Income for fiscal 1972 amounted to $43.2 billion, up by 11 per-
cent over fiscal 1971. Outgo totalled $40.2 billion, 12 percent more
than in fiscal 1971. The funds increased by $3.1 billion in fiscal 1972,
to a level of $48.8 billion on June 30, 1972. Comparison between fiscal
years is affected by a 10 percent general benefit increase which went
into effect as of January 1, 1971, and hence affected all of fiscal 1972 but
only the last half of fiscal 1971; and by an increase in the taxable earn-
ings base from $7,800 to $9,000, effective January 1, 1972.

(b) The number of persons receiving monthly benefits under the
old-age, survivors, and disability insurance program increased to 27.8
million by the end of June 1972. An estimated 94 million workers had
carnings in calendar year 1971 that were taxable and creditable toward
benefits under the program.

(¢) The trust funds earned interest of $2.1 billion during the fiscal
year, equivalent to an annual rate of 5.2 percent.

Sociar. SECURITY AMENDMENTS SINcE 1972 REpPORT

Since the close of fiscal year 1972 there have been two important
amendments to the Social Security Act (and the Internal Revenue
Code) substantially affecting the old-age, survivors, and disability
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insurance system. Public Law 92-336 was approved July 1, 1972, and
was followed by Public Law 92-603, approved October 30, 1972. This
Report fully recognizes the new legislation. Only those portions of the
Report dealing with fiscal 1972 and earlier are unaffected.

The two sets of social security amendments in 1972 provided for a
general benefit increase of 20 percent, effective with the September
1972 payments made in early October; for automatic adjustment of
the benefits and the taxable earnings base under certain conditions;
and for other changes in the benefit structure and the financing ar-
rangements, Details of the 1972 Amendments and their financial effect
can be found in documents prepared by or for the Congress, and will
not be a part of this Report.

Nature oF TaE TrusT Funps

The Federal old-age and survivors insurance trust fund was estab-
lished on January 1, 1940, as a separate account in the U.S. Treasury
to hold the amounts accumulated under the old-age and survivors in-
surance program. All the financial operations which relate to the sys-
tem of old-age and survivors insurance are handled through this fund.
The Social Security Amendments of 1956, which became law August
1, 1956, provided for the creation of the Federal disability insurance
trust fund—a fund entirely separate from the old-age and survivors
insurance trust fund—through which are handled all financial oper-
ations in connection with the system of monthly disability benefits
payable to insured workers and to their dependents.

The major sources of receipts of these two funds are (1) amounts
appropriated to each of them under permanent appropriation on the
basis of contributions paid by workers and their employers, and by
idividuals with self-employment income, in work covered by the
old-age, survivors, and disability insurance program and (2) amounts
deposited in each of them representing contributions paid by workers
employed by State and local governments and by such employers with
respect to work covered by the program. All employees, and their em-
ployers, in employment covered by the program are required to pay
contributions with respect to the wages of individual workers (cash
tips, covered as wages beginning in 1966 under the 1965 Amendments,
are an exception to this; employees pay contributions with respect to
cash tips, but employers do not). All covered self-employed persons
are required to pay contributions with respect to their self-employment
income.

In general, an individual’s contributions are computed on annual
wages or self-employment income, or both wages and self-employment
income combined, up to a specified maximum annual amount, with the
contributions heing determined first on the wages and then on any
self-employment income necessary to make up the annual maximum
amount.

The contribution rates applicable to taxable earnings in each of the
calendar years 1937 and later, and the allocation of the rates to finance
expenditures from each of the two trust funds, are shown in table 1.
The maximum amount of annual earnings taxable in each year, 1937
74, is also shown. For years after 1974, this amount is subject to auto-
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matic increases. For 1972 and earlier, table 1 is a historical record
based on continually changing law. For 1973 and later, the table re-
flects the provisions of present law as last amended in October 1972.

TABLE 1.—CONTRIBUTION RATES AND MAXIMUM TAXABLE AMOUNT OF ANNUAL EARNINGS

Matximglm Contribution rates (percent of taxable earnings)
axable
amount of| Employees and employers, each Self-employed
annua
Calendar years earnings O0ASDI 0ASI DI 0ASDI 0ASI Dt

$3, 000 1. 000

, 000 1. 500

3,600 1. 500

3,600 2.000

4,200 2. 000

4,200 2.250

4, 800 2.500

4,800 3. 000

4, 800 3.125

4, 800 3.625

6, 600 3.850

6, 600 3.900

7,800 3.800

7,800 4.200

7,800 4.200

7,800 4. 600

9, 000 4.600

10, 800 4.850

12,000 4. 850

) 4. 850

- Q) 4. 800

1981-85__ ) 4,800

1986-2010.__ 0] 4.800

2011 and later...___..._. O] 5. 850

L Subject to automatic increase after 1974.

Except for amounts received by the Secretary of the Treasury under
State agreements (to effectuate coverage under the program for State
and local government employees) and deposited directly in the trust
funds, all contributions are collected by the Internal Revenue Service
and deposited in the general fund of the Treasury as internal revenue
collections; then, on an estimated basis, the contributions received are
immediately and automatically appropriated to the trust funds. The
exact amount of contributions received is not known initially since
old-age, survivors, disability, and hospital insurance contributions
and individual income taxes are not separately identified in collection
reports received by the Treasury Department. Periodic adjustments
are subsequently made to the extent that the estimates are found to
differ from the amounts of contributions actually payable on the basis
of reported earnings.

An employee who worked for more than one employer during the
course of a year and paid contributions on wages in excess of the
statutory maximum can receive a refund of the contributions he paid
on such excess wages. The amount of contributions subject to refund
for any period is a charge against each of the trust funds in the ratio
in which the amount was appropriated to or deposited in such trust
funds for that period.

Another source from which receipts of the trust funds are derived
is interest received on investments held by the funds. The investment
procedures of the funds are described later in this section.

98-650 0—T73—2
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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 old-age, survivors, and disability insur-
ance program,

Sections 217(g) and 229(b) of the Social Security Act authorize
annual reimbursements from the general fund of the Treasury to the
old-age and survivors insurance and disability insurance trust funds
for any costs arising from the granting of noncontributory credits for
military service, according to periodic determinations made by the
Secretary of Health, Education, and Welfare.

Section 228 of the Social Security Act provides monthly cash bene-
fits to certain persons aged 72 and over, almost all of whom are not
eligible for cash benoﬁts under other prov1s1ons of the old-age, sur-
vivors, and disability insurance program. Under section 228, all pay-
ments are made initially from the old-age and survivors insurance
trust fund, with later reimbursement, with interest, from the general
fund of the Treasury for the costs, including admlnlqtratne expenses,
of payments to persons who have less than 3. quarters of coverage. The
reimbursements so made are on a provisional basis and are subject to
adjustment, with appropriate interest allowances, as the actual ex-
perience develops and is analyzed.

Expenditures for benefit payments and administrative expenses
under the old-age, survivors, and disability insurance program are
paid out of the trust funds. All expenses incurred by the Department
of Health, Education, and Welfare and by the Treasury Department
in carrying out the provisions of title IT of the Social Security Act and
of the Internal Revenue Code relating to the collection of contribu-
tions are charged to the trust funds. The Secretary of Health, Edu-
cation, and Welfare certifies benefit payments to the Manaolng
Trustee, who makes the payment from the respective trust funds in
accordance therewith.

Section 222(d) of the Social Security Act provides for payments
from the trust funds for the cost of vocational rehabilitation services
furnished to disabled persons receiving benefits because of their dis-
ability. The total amount of funds that may be made available for
purposes of payments for the costs of such services, including appli-
cable administrative expenses of State agencies, in a fiscal year may
not exceed a specified percentage of the benefits certified for payment
to these types of beneficiaries in the preceding year. This limitation
was 1 percent for payments for the costs of vocational rehabilitation
services in each of the fiscal years 1966 (when such payments were first
provided) through 1972. Under present law, the limitation scheduled
for payments in fiscal year 1973 is 11 percent, and for payments in
fiscal years after 1973, 114 percent.

Congress has authorized expenditures from the trust funds for con-
struction of office buildings and related facilities for the Social Secu-
rity Administration. The costs of such construction are included as
part of administrative expenses in the financial statements of opera-
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tions of the trust funds as set forth in subsequent sections of this re-
port. The net worth of the resulting facilities—like the net worth of
all other capital assets—is not carried as an asset in such statements.

That portion of each trust fund which, in the judgment of the Man-
aging Trustee, is not required to meet current expenditures for bene-
fits and administration is invested, on a daily basis, in interest-bearing
obligations of the U.S. Government, in obligations guaranteed as to
both principal and interest by the United States, or in certain fed-
erally-sponsored agency obligations that are designated in the laws
authorizing their issuance as lawful investments for fiduciary and
trust funds under the control and authority of the United States or
any officer of the United States. Obligations of these types may be
acquired on original issue at the issue price or by purchase of out-
standing obligations at their market price.

In addition, the Social Security Act authorizes the issuance of spe-
cial public-debt obligations for purchase exclusively by the trust funds
that shall bear interest at a rate based on the average market yield
(computed by the Managing Trustee 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 four years from the end of such
calendar month.

SumMMaRY OF THE OPERATIONS OF THE FEDERAL OLD-AGE AND SURVIVORS
InstraxcE Trust Funp, Fiscar, Year 1972

A statement of the income and disbursements of the Federal old-
age and survivors insurance trust fund in the fiscal year which began
on July 1, 1971, and ended on June 30, 1972, and of the assets of the
fund at the beginning and end of the fiscal year, is presented in table
2. Also appearing in the table are comparable amounts for fiscal year
1971.

The total assets of the old-age and survivors insurance trust fund
amounted to $34,331 million on June 30, 1971. These assets increased
to $36.399 million by the end of the fiscal year 1972, an increase of
2,068 million.

Net receipts of the trust fund during the fiscal year 1972 amounted
to $37,917 million. Of this total, $32,463 million represented contribu-
tions appropriated to the fund, and $3,596 million represented 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. As an offset, $349 million was transferred
from the trust fund into the Treasury as repayment for the estimated
amount of contributions subject to refund to employees who worked
for more than one employer during the course of a year and paid
(l?)ontributions on wages in excess of the statutory maximum earnings

ase.
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TABLE 2.—~STATEMENT OF OPERATIONS OF THE OLD-AGE AND SURVIVORS INSURANCE TRUST FUND DURING

FISCAL YEARS 1971 AND 1972

[In thousands]

Fiscal year—

1971 1972
Total assets of the trust fund, beginning of year_..________________ . ... . ____. $32,616,355  $34,330,848
Receipts:
Contributions:
APPrOPIiations. .. e 29,242,673 32,462,924
Deposits arising from State agreements_______________________.._..._.. 3,066, 427 3,596, 457
Gross contributions______________ . ___..._.._ 32,309, 101 36, 059, 381
Less payment into the Treasury for contributions subject to refund_____.__ 393, 870 348, 656
Net contributions . . .. . ... 31,915,231 35,710,725
Reimbursement from general fund of the Treasury for costs of—
Nencontributory credits for military service____.______________.______.__ 78,000 137,000
Payments to noninsured persons aged 72 and over:
Benefit payments_ _ ... ... 322,148 298,315
Administrative expenses.. , 3,791
Interest . e 44,310 48, 440
Total reimbursement for payments to noninsured persons aged 72
and over .. .. l.._. 370,916 350, 546
Interest:
Interest on investments_.______ _______ .. . ... ... 1,617, 802 1,718,672
Interest en amounts of interfund transfers due to adjustment in allocation of
administrative expenses and construction costs 1. _________________________ 364 —111
Interest on amount transferred between the old-age and survivors insurance and
the disability insurance trust funds due to adjustment in cost of vocational
rehabilitation services ' _________________ .. ... —28 11
Total interest_____ .. 1,618,138 1,718,572
Total receipts_ .. .. .. 33,982,285 37,916, 842
Disbursements:
Benefit payments _ ___ i 31,101,018 34, 540, 813
Transfer to railroad retirement account - 613,026 724,341
Payment for cost of vocational rehabilitation services for disabled beneficiaries:
For the current fiscal year__ . _____ ... 1,756 1,797
Transfer between the old-age and survivors insurance and the disability
insurance trust funds due to adjustment in cost for prior fiscal year2____ 103 —242
Total . e 1,859 1,555
Administrative expenses:
Department of Health, Education, and Welfare 480,714 506,216
Treasury Department_______________________ 69,428 75,631
Construction of facilities for Social Security Administration .- 2,026 y
Expenses of the Department of Health, Education, and Welfare for administra-
tion of vocational rehabilitation program for disabled beneficiaries_ _________ 30 25
Interfund transfers due to adjustment in allocation of 2—
Administrative expenses —482 —6,317
Costs of construction. ... 207 —518
Gross administrative expenses______________________________________ 551,922 581, 959
Less receipts from sale of surplus supplies, materials, etc.___________________ 33 36
Net administrative expenses_ _ ___________________________________.. 551, 889 581,923
Total disbursements__. ... 32,267,792 35, 848, 632
Net addition to the trust fund. . e 1,714, 493 2,068, 210
Total assets of the trust fund, end of year_____________________ . _______._ ... ... 34, 330,848 36, 399, 058

L A positive figure represents a transfer of interest to the old-age and survivors insurance trust fund from the other
social security trust funds. A negative figure represents a transfer of interest from the old-age and survivors insurance trust

fund to the other social security trust funds.

2 A positive figure represents a transfer from the old-age and survivors insurance trust fund to the other social security
trust funds. A negative figure represents a transfer to the old-age and survivors insurance trust fund from the other social

security trust funds.
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Net contributions amounted to $35,711 million, an increase of 11.9
percent over the amount for the preceding fiscal ffear. Growth in con-
tribution income resulted from (1) the higher level of employment
and taxable earnings, (2) the increase from 7.3 percent to 8.1 percent
in the combined employer-employee contribution rate allocated to
finance benefits from the old-age and survivors insurance trust fund
that became effective on January 1, 1971, and (3) the increase in the
maximum annual amount of earnings taxable from $7,800 to $9,000
that became effective on January 1, 1972. Although the increase in the
contribution rate became effective in 1971, the first full fiscal year dur-
ing which the higher rate was operative was 1972.

Reference has been made in an earlier section to provisions of the
Social Security Act under which the old-age and survivors insurance
and disability insurance trust funds are to be reimbursed annually
from the general fund of the Treasury for costs of granting noncon-
tributory credits for military service. In accordance with section 217
(g), the Secretary of Health, Education, and Welfare made a deter-
mination in 1970 of the level annual appropriations to the trust funds
necessary to amortize over a 44-year period, beginning in fiscal year
1972, the estimated total additional costs, for military service per-
tormed before 1957, arising from payments that have been made after
August 1950 and that will be made in future years, taking into account
the amounts of annual appropriations in fiscal years 1966-71 that have
been deposited into the trust funds. The annual amounts resulting
from this determination were $136 million for the old-age and sur-
vivors insurance trust fund and $49 million for the disability insur-
ance trust fund. In accordance with section 229(b), the Secretary
determined that each of the two trust funds should receive reimburse-
ment of $1 million for additional costs attributable to noncontributory
credit for military service performed after 1967. Thus, reimburse-
ments amounting to $137 million for the old-age and survivors insur-
ance trust fund, and to $50 million for the disability insurance trust
fund were received in December 1971.

Reference has also been made in an earlier section to provisions
under which the old-age and survivors insurance trust fund is to be
reimbursed annually from the general fund of the Treasury for costs
of monthly payments to certain noninsured persons aged 72 and over
who have less than three quarters of coverage. The reimbursement
in fiscal year 1972 amounted to $351 million.

The remaining $1,719 million of receipts consisted of interest on
the investments of the trust fund and net interest on amounts of inter-
fund transfers among the old-age and survivors insurance, disability
insurance, hospital insurance, and supplementary medical insurance
trust funds.

Disbursements from the trust fund during the fiscal year totalled
$35,849 million. Of this total $34,541 million was for benefit payments,
an increase of 11.1 percent over the corresponding amount paid in the
fiscal year 1971. This increase was due primarily to the 1971 amend-
ments which provided for a general increase in benefits of 10 percent
effective for January 1971. (Fiscal year 1972 was the first full fiscal
year during which this benefit increase was operative.) Other factors
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that contributed to the increase in benefit payments from fiscal year
1971 to fiscal year 1972 were the expected growth in the total number
of beneficiaries and in average benefit amounts resulting from the
rising level of earnings.

Reference has been made in an earlier section to provisions of the
Railroad Retirement Act which coordinate the railroad retirement and
the old-age and survivors insurance programs and which govern the
financial interchanges arising from the allocation of costs between the
two systems. In accordance with these provisions, the Railroad Retire-
ment Board and the Secretary of Health, Education, and Welfare
determined that a transfer of $691,700,000 to the railroad retirement
account from the old-age and survivors insurance trust fund would
place this trust fund in the same position as of June 30, 1971, as it
would have been if railroad employment had always been covered
under the Social Security Act. This amount was transferred to the
railroad retirement account in June 1972, together with interest to the
date of transfer amounting to $32,641,000.

Expenditures of the old-age and survivors insurance program for
the cost of vocational rehabilitation services amounted to $1,555,000.
These services were furnished to disabled adults—dependents of old-
age beneficiaries and survivors of deceased insured workers—who were
receiving monthly benefits from the old-age and survivors insurance
trust fund because of their disability.

The remaining $582 million of disbursements from the old-age and
survivors insurance trust fund represents net administrative expenses.
Administrative expenses are allocated and charged directly to each of
the four trust funds on the basis of provisional estimates. Periodically,
as actual experience develops and is analyzed, adjustments to the allo-
cations of administrative expenses, and costs of construction, for prior
periods are effected by interfund transfers, with appropriate interest
allowances.

Net administrative expenses charged to both the old-age and sur-
vivors insurance trust fund and the disability insurance trust fund in
fiscal year 1972 totalled $794 million and represented 2.1 percent of
benefit payments during the fiscal year. Corresponding percentages
for each of the last 5 years for the system as a whole and for each trust
fund separately are shown in table 3.

TABLE 3.—RELATIONSHIP OF NET ADMINISTRATIVE EXPENSES OF THE OLD-AGE, SURVIVORS, AND DISABILITY
INSURANCE PROGRAM TO BENEFIT PAYMENTS, BY TRUST FUND, FISCAL YEARS 1968-72

Administrative expenses as a percentage of
benefit payments for the—

Old-age and
survivors
insurance

and
disability  Old-age and

insurance survivors Disability
. trust funds, insurance insurance
Fiscal year combined trust funds trust fund

Indadadadad
R
[t o ot A dad
~ooor
Smaenen
N TN

Note: tn interpreting the figures in the above table, reference should be made to the applicable text in the current and
earlier annual reports.
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In table 4, the experience with respect to actual amounts of contri-
butions and benefit payments in fiscal year 1972 is compared with the
estimates for fiscal year 1972 which appeared in the 1972 Annual
Report of the Board of Trustees. 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, 1t
should be noted that the “actual” amount of contributions in fiscal
year 1972 reflects the aforementioned type of adjustments to contribu-
tions for prior fiscal year. On the other hand, the “actual” amount of
contributions in fiscal year 1972 does not reflect adjustments to con-
tributions for fiscal year 1972 that were to be made after June 30, 1972.
The actual experience for each trust fund was quite close, relatively,
to the estimates.

The assets of the old-age and survivors insurance trust fund at the
end of fiscal year 1972 totalled $36,399 million, consisting of $33,188
million in the form of obligations of the U.S. Government or of fed-
erally-sponsored agency obligations, and $3,211 million in undis-
bursed balances. Table 5 shows a comparison of the total assets of the
fund and their distribution at the end of fiscal years 1971 and 1972.

TABLE 4.—COMPARISON OF ACTUAL AND ESTIMATED OPERATIONS OF THE OLD-AGE AND SURVIVORS INSURANCE
AND DISABILITY INSURANCE TRUST FUNDS, FISCAL YEAR 1972

[Amounts in millions]

Estimated
amount
published Actual as
Actual in 1972 percentage
amount Report of estimate
0Old-age and survivors insurance trust fund:
Net contributions. . .o oo oo oo $35, 711 $35, 760 100
Benefit payments. .o 34,541 34,541 100
Disability insurance trust fund:
Net contributions. - . e aaaiee 4,853 4,856 100
Benefit payments._ . ..o iiimeiociooaan 4,046 3,961 102

Note: In interpreting the figures in the above table, reference should be made to the accompanying test.

The net increases in the par value of the investments owned by the
fund during the fiscal year 1972 amounted to $1,827 million. New
securities at a total par value of $39,963 million were acquired during
the fiscal year through the investment of receipts, and the reinvest-
ment of funds made available from the maturity of securities. The par
value of securities redeemed during the fiscal year was $38,135 million.
Included in these amounts is $36,860 million in certificates of indebted-
ness that were acquired and redeemed within the fiscal year. In addi-
tion, $100 million in 4-percent bonds maturing in August 1971 was
exchanged for $50 million in 7-percent notes maturing in November
1975, and $50 million in 7-percent bonds maturing in August 1981.
(Although the interest rate on bonds is generally himited to 41/ per-
cent by the provisions of 31 U.S.C. 752, P.L. 92-5, enacted March 17,
1971, amended these provisions to authorize the issuance of up to $10
billion in bonds at rates of interest exceeding 41/ percent.)

The effective annual rate of interest earned by the assets of the old-
age and survivors insurance trust fund during fiscal year 1972 was
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5.1 percent. The interest rate on public-debt obligations issued for
purchase by the trust fund in June 1972 was 534 percent, compounded
semiannually.

The 1956 amendments provided that the public-debt obligations
issued for purchase by the old-age and survivors insurance trust fund
and the disability insurance trust fund shall have maturities fixed with
due regard for the needs of the funds. Under these amendments, the
general practice in the past was to spread the maturity dates for the
holdings of special issues as nearly as practicable in equal amounts
over a 15-year period. As a result of this practice, the old-age and
survivors insurance trust fund held special issues, totalling $8,495
million, that were distributed in equal amounts of $1,080 million
maturing in each of the years 1974-80 and in a smaller amount matur-
ing in 1973 (table 5).

TABLE 5.—ASSETS OF THE GLD-AGE AND SURVIVORS INSURANCE TRUST FUND, BY TYPE, AT THE END OF FISCAL
YEARS 1971 AND 1972

June 30, 1971 June 30, 1972
Par value Book value! Par value Book value!
INVESTMENTS IN PUBLIC-DEBT
OBLIGATIONS
Public issues:
Treasury notes:
534 percent, 1975 $7, 000, 000 $7, 030, 458. 47 $7, 000, 000 $7,021, 958. 51
6 percent, 1975________ 17, 450, 000 17, 450, 000. 00 17, 450, 000 17, 450, 000. 00
61, percent, 1976 5, 000, 000 4,991, 815. 53 5, 000, 000 4,993, 601. 25
615 percent, 1976 ____________ 22,180, 000 22,180, 000. 00 22,180, 000 22, 180, 000. 00
Tpercent, 1975, ... _. 50, 000, 000 49, 919, 607. 80
7%4 percent, 1976_ . 90, 500, 000 90, 104, 958. 10 90, 500, 000 90, 182,671. 30
8 percent, 1977 _________.____. 15, 000, 000 15, 000, 000. 00 15, 000, 000 15, 000, 000. 00
Treasury bonds:
214 percent, 1967-72__________ 250 250.00 250 250.00
234 percent, investment series
B, 197580 ... .. ... ... 1,064,902, 000 1,064, 902,000.00 1,064,902,000 1,064,902, 000.00
3percent, 1995 ___________.__ 70, 170, 000 70,145, 852. 44 70,170, 000 70, 146, 876, 40
314 percent, 1978-83__.__..._. 60, 200, 000 59,494,709.12 60, 200, 000 59, 553, 894. 32
3L percent, 1985 . ____._____ 25,700, 000 24,497, 370. 35 25,700, 000 24,584,307, 47
315 percent, 1980 ___________. 449,450, 000 453,521, 217.27 449, 450, 000 453, 085, 015. 47
3lg percent, 1990 . ____._____ 556, 250, 000 548, 364, 644. 46 556, 250, 000 548, 788, 968. 66
315 percent, 1998___ . 552,037, 000 543, 599, 062. 36 552,037, 000 543,907, 767. 52
374 percent, 1974 __ 24, 500, 000 24,490, 716. 89 24, 500, 000 24,493, 501. 97
4 percent, 1971__ __ 100, 000, 609 100,015,163.89 _._____._____________._..____._____
4 percent, 1973 __ 38, 000, 000 37,924, 689. 10 38, 000, 000 37, 960, 838. 50
4 percent, 1980 _ _ 153, 100, 000 153, 058, 255. 24 153, 100, 000 153,063, 118. 84
4L¢ percent, 1974 __ 61,934, 000 61,918, 329.35 61,934, 000 61,924, 395. 59
414 percent, 1989-94_ 91, 300, 000 90, 609, 835. 02 91, 300, 000 90, 640, 061. 22
417 percent, 1974 _____ .- 6, 352,000 6, 356, 999. 04 6, 352,000 6, 355,234.56
414 percent, 1975-85___ 78,023, 000 77,732,731.79 78,023, 000 77,753,715.11
41§ percent, 1987-92___ 33,000, 000 34,711, 958. 49 33, 000, 000 34,605, 515. 45
Tpercent, 198 el 50, 000, 000 49, 633, 333. 30
Total investments in public
iSSUeS. . ._..oo_o_.... 3,522,048,250 3,508,101,016.91 3,522,048,250 3,508, 146, 633. 24
Obligations sold only to this fund
(special issues):
Notes:
437 percent, 1974 ___ . ... 2,720,279,000 2,720,279,000.00 2,720,279,000 2,720,279, 000.00

584 percent, 1975___. .. _. . 2,460,795,000 2,460, 795,000.00 2,460,795 000 2,460,795, 000.00
53¢ percent, 1979__ . ... ... ..._._.__. 3,102, 896,000 3,102, 896, 000. 00
61g percent, 1978 __ . ... 3,468,850,000 3,468, 850, 000.00 3,468 850,000 3, 468, 850, 000. 00
615 percent, 1976__ 3,844, 864,000 3, 844,864, 000.00 3, 844,864,000 3, 844, 864, 000.00
754 percent, 1977 5,033, 296,000 5, 033,296, 000.00 5,033,296,000 5, 033, 296, 000. 00

See footnote at end of table.
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TABLE 5.—ASSETS OF THE OLD-AGE AND SURVIVORS INSURANCE TRUST FUND, BY TYPE, AT THE END OF FISCAL
YEARS 1971 AND 1972

June 30, 1971 June 30, 1972
Par value Book value! Par value Book valuet
Obligations soid only to this fund
(special issues)—Continued
Bonds:

25¢ percent, 1972_____ ~ . ...._ $1,080,011,000 $1,080, 011, 000.00
254 percent, 1973 __ .. 1,080,011,000 1,080, 011,000.00  $934, 472, 000 $934, 472, 000. 00
254 percent, 1974___ 1,080,011,000 1,080,011, 000.00 1,080, 011,000 1,080, 011, 000. 00
25% percent, 1975 __ 919, 934, 000 919, 934, 000. 00 919, 934, 000 919, 934, 000. 00

334 percent, 1975 . __ B 160, 077, 000 160, 077, 000. 00 160, 077, 000 160, 077, 000. 09
334 percent, 1976___. _ __ 1,080,011,000 1,080,011, 000.00 1,080,011,000 1,080,011,000.00
374 percent, 1977 __ .. _. 1,080,011,000 1,080,011,000.00 1,080,011,000 1,080,011, 000.00

37 percent, 1978___ 658, 444, 000 658, 444, 000. 00 658, 444, 000 658, 444, 000. 00
41y percent, 1978___ 421, 567, 000 421, 567, 000. 00 421, 567, 000 421, 567, 000. 00
41 percent, 1979__ 1,080, 011,000 1,080, 011,000.00 1,080,011, 000 1, 080, 011, 000. 00

414 percent, 1980_____________ 1,080,011,000 1,080,011,000.00 1,080,011,000 1,080,011, 000.00

Total obligations sold only
to this fund (special
issues)._....____..__._.__ 27,248,183,000 27, 248, 183, 000.00 29, 125, 529,000 29, 125, 529, 000. 00

Total investments in public- B
debt obligations_.... . ._._. 30,770, 231,250 30,756, 284,016.91 32,647,577,250 32,633,675, 633.24

Investments  in  federally-sponsored
agency obligations participation certifi-
cates:

Federal Assets Liguidation Trust-
Government National Mortgage
Association:

5.10 percent, 1987 50, 000, 000 50, 000, 000, 00 50, 000, 000 50, 000, 000. 00
5.20 percent, 1982 100, 000, 000 100, 000, 000. 00 100, 000, 000 100, 000, 000. 00
5L4 percent, 1972_____________ 50, 000, 000 50,000,000.00 _.__ ...
Federal Assets Financing Trust-
Government National Mortgage
Association:
6.05 percent, 1988 65, 000, 000 64,797, 890. 83 65, 000, 000 64, 810, 078. 39
6.20 percent, 1988 230, 000, 000 230, 000, 000. 00 230, 000, 000 230, 000, 000, 00
6.40 percent, 1987 75, 000, 000 75, 000, 000, 00 75, 000, 000 75, 000, 000. 00
6.45 percent, 1988 35,000, 000 35,000, 000. 00 35, 000, 000 35, 000, 000. 00
Total investments in fed-
erally-sponsored  agency
obligations_______________ 605, 000, 000 604,797, 890. 83 555, 000, 000 554, 810, 078. 39
Total investments._______._. 31,375,231,250 31,361,081,907.74 33,202,577,250 33,188, 485,711.63
Undisbursed balance 5. ___ . ... _._.____. 2,969,766,076.05 _. ... ... 3,210,572, 322.64
Total assets__ ..o 34,330,847,983.79 .. ... 36, 399, 058, 034. 27

L Par value, plus unamortized premium, fess discount outstanding.

However, the interest rate on special issues acquired in June of each
year 1966—71, as determined under section 201(d) of the Social Se-
curity Act, was higher than the maximum rate of 414 percent to which
the interest rate on long-term issues (bonds) was limited. Thus, it
was not possible to follow the former practice, and the entire available
amounts were invested in short-term issues (notes). Since the practice
of investing in relatively long-term bonds when interest rates are low,
and in shorter-term notes when rates are high, is disadvantageous to
the trust funds in the long run, the 1971 Advisory Council recom-
mended that the maturity dates on all special issues be equal to the
maximum maturity date for Treasury notes. The Board of Trustees
concurred with this recommendation.

Thus, on June 30, 1972, the old-age and survivors insurance trust
fund acquired $3,103 million in special issues consisting of 7-year

98-650 0—73——3
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notes, making a total of $20,631 million invested in such 7-year notes
maturing on June 30 of each year 1974-79 (table 5). The operations
under the investment policy in effect before 1972 are described in the
1972 and earlier, annual reports.

SUMMARY OF THE OPERATIONS OF THE FEDERAL DISABILITY INSURANCE
Trust Funp, FiscaL Year 1972

A statement of the income and disbursements of the Federal dis-
ability insurance trust fund during fiscal year 1972 and of the assets
of the fund at the beginning and end of the fiscal year is presented in
table 6. Also appearing in the table are comparable amounts for fiscal
vear 1971.

The total assets of the disability insurance trust fund amounted to
$6,408 million on June 30, 1971. By the end of fiscal year 1972 the
assets amounted to $7,390 million, an increase of $982 million.

Net receipts of the fund amounted to $5,291 million. Of this total
$4,411 million represented contributions appropriated to the fund,
and $490 million represented amounts received by the Secretary of
the Treasury in accordance with State coverage agreements and de-
posited in the fund. As an offset, $47 million was transferred from
the trust fund into the Treasury as repayment for the estimated
amount of contributions subject to refund to employees who worked
for more than one employer during the course of a year and paid con-
tributions on wages in excess of the statutory maximum earnings base.

Net contributions amounted to $4,853 million, representing an in-
crease of 6.2 percent over the amount for the preceding fiscal year.
This increase is accounted for by the same factors, insofar as they
apply to contributions of the disability insurance trust fund, that ac-
counted for the increase in contributions to the old-age and survivors
insurance trust fund (described in the preceding section).

In addition, the trust fund received $50 million in December from
the general fund of the Treasury, as reimbursement for the costs of
noncontributory credits for military service.

The remaining $388 million of receipts consisted of interest on the
investments of the fund, less interest on amounts of interfund
transfers.

Disbursements from the fund during the fiscal year 1972 totalled
$4,309 million. Of this total, $4,046 million was for benefit payments,
an increase of 19.6 percent over the corresponding amount paid in the
fiscal year 1971. This increase is accounted for by the same factors that
resulted in the increase in benefit payments from the old-age and
survivors insurance trust fund (described in the preceding section).

Provisions governing the financial interchanges between the rail-
road retirement account and the disability insurance trust fund are
similar to those referred to in the preceding section relating to the old-
age and survivors insurance trust fund. The determination made as
of June 30, 1971, required that a transfer of $23,100,000 be made from
the disability insurance trust fund to the railroad retirement account.
This amount was transferred to the railroad retirement account in
June 1972 together with interest to the date of transfer amounting to
$1,090,000.



13

TABLE 6.—STATEMENT OF OPERATIONS OF THE DISABILITY INSURANCE TRUST FUND DURING

FISCAL YEARS 1971 AND 1972

{In thousands]

Fiscal year—

1971 1972
Total assets of the trust fund, beginningof year . . __________________________.___.___ $5, 103, 596 $6, 408, 329
Receipts:
Contributions:
Appropriations.. ... ... ... 4,182,690 4,410, 780
Deposits arising from State agreements 445, 590 489,577
Gross contributions_.__ ... ... ... 4,628,279 4,900, 357
Less payment into the Treasury for contributions subject to refund__ _____ 58, , 361
Net contributions.____ . .. 4,569, 470 4,852, 996
Reimbursement from general fund of the Treasury for costs of noncontributory
credits for military service . .. el 16, 000 50, 000
Interest:
Interest oninvestments._ ... ] ... 325, 461 388, 532
Interest on amounts of interfund transfers due to adjustment in allocation
of administrative expenses and constructioncostst _ _ __.________._____ —421 —288
Interest on amount transferred between the old-age and survivorsinsurance
and the disability insurance trust funds due to adjustment in cost of
vocational rehabilitation services! ... ... 28 -11
Totalinterest. . .. e 325, 068 388,233
Total receipts. .- .o 4,910, 538 5,291,228
Disbursements:
Benefit payments____ . __ U 3,381,448 4,045, 895
Transfer to railroad retirement account. ... .. . ... X 24,190
Payment for cost of vocational rehabilitation services for disabled beneficiaries:
For the current fiscal year_.. .. . ... 21,345 27,282
Transfer between the old-age and survivors insurance and the disability
insurance trust funds due to adjustment in cost for prior fiscal yearz_.__ —103 242
Total o i 21,242 27,523
Administrative expenses:
Department of Health, Education, and Welfare.._..__...____ . .. ... 172,738 194,607
Treasury Department. ... .. ... ... ... . , 969 10, 106
Construction of facilities for Social Security Administration 2,960
Expenses of the Department of Health, Education, and Welfare for admin-
istration of vocational rehabilitation program for disabled beneficiaries___ 360 375
Interfund transfers due to adjustment in allocation of 2—
Administrative eXpenses._ . ...l eeaoan 7,664 3,375
Costs of construction. ... -320 252
Gross administrative expenses.__ ... .. ..ol 189, 887 211,677
Less receipts from sale of surplus supplies, materials, etc__. ... __.___. 12 6
Net administrative expenses_... . . . oooiiioiaooo- 189, 875 211,671
Total disbursements_ .. _ . eai.- 3, 605, 805 4,309, 280
Net addition to the trust fund_.____. ... ... ... __ I, 1, 304,732 981, 949
Total assets of the trust fund, end of year__________ ... ..o._... 6, 408, 329 7,390,277

1 A positive figure represents a transfer of interest to the disability insurance trust fund from the other social security
trust funds. A negative figure represents a transfer of interest from the disability trust fund to the other social security

trust funds.

2 A positive figure represents a transfer from the disability insurance trust fund to the other social security trust funds.
A negative figure represents a transfer to the disability insurance trust fund from the other social security trust funds.

The remaining disbursements amounted to $212 million for net ad-
ministrative expenses and $28 million for the net cost of vocational
rehabilitation services furnished to disabled-worker beneficiaries and
to those dependents of disabled workers who are receiving benefits on
the basis of disabilities that have continued since childhood.
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As stated in an earlier section, the total amount of funds that may
be made available for payment for the costs of vocational rehabilita-
tion services in a fiscal year may not exceed a specified percentage of
the benefits certified for payment in the preceding year from the old-
age and survivors insurance and disability insurance trust funds to
disabled persons receiving benefits because of their disability. For
payments of the costs of such services in each fiscal year through 1972,
this percentage was 1 percent. The following data show the relation-
ship between the total amount of payments for the costs of such
rehabilitation services for each fiscal year, 1968-72, and the corre-
sponding amount of benefits paid in the prior fiscal year from the trust
funds to disabled beneficiaries {amounts in thousands) :

Estimated
amount of Payments for
benefit pay- costs of rehabil-
Amount of ments in itation services
payments for  preceding fiscal as percent of
costs of rehabil- year to disabled preceding year's
Fiscal year to which costs of rehabilitation services are charged itation services! beneficiaries benefit payments
$15, 981 $1, 600, 682 1.00
17,517 1, 803, 657 .97
20, 622 2,155,579 .96
23,078 2, 464, 004 L9
30,037 3,028, 695 .99

1 The amounts shown represent the expenditures for a fiscal year and differ from amounts expended in a fiscal year as
shown in accounting statements of the trust funds on a cash basis. The amount shown for each fiscal year is subject to fur-
ther change, but not to an amount that exceeds 1 percent of estimated benefit payments in the preceding fiscal year to
disabled beneficiaries.

The assets of this fund at the end of fiscal year 1972 totalled $7,390
million, consisting of $7,010 million in the form of obligations of the
1.S. Government and $380 million in undisbursed balances. Table 7
shows a comparison of the total assets of the fund and their distribu-
tion at the end of fiscal years 1971 and 1972.

The net increase in the par value of the investments owned by the
fund during the fiscal year amounted to $934 million. New securities
at a total par value of $6,096 million were acquired during the fiscal
year through the investment of receipts, the reinvestment of funds
made available from the maturity of securities, and the exchange of
securities. The par value of securities redeemed or exchanged during
the year was $5,162 million. Included in these amounts is $5,035 mil-
lion in certificates of indebtedness that were acquired and redeemed
within the first year.

The effective annual rate of interest earned by the assets of the dis-
ability insurance trust fund during fiscal year 1972 was 6.0 percent.
The interest rate on public-debt obligations issued for purchase by
the trust fund in June 1972 was 534 percent, compounded semi-
annually.

The investment policy and practices described in the preceding sec-
tion apply equally to investments of the assets of the disability insur-
ance trust fund. A distribution of these investments by type of gov-
ernment security and date of maturity is shown in table 7.
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TABLE 7.—ASSETS OF THE DISABILITY INSURANCE TRUST FUND, BY TYPE, AT THE END OF FISCAL YEARS 1971

AND 1972
June 30, 1971 June 30, 1972
Par value Book value ! Par value Book value !
Investments in public-debt obligations:
Public issues:
Treasury notes:

53{-percent, 1975__._.___._. $10,000,000  $10, 051, 190.73 $10, 000, 000 $10, 036, 905. 09
6-percent, 1975___ 3,750, 000 3,750, 000. 00 3, 750, 000 , 750, 000. 00
6-percent, 1978 _ . imeai-aooo- 2, 000, 000 2,004, 867. 96
614-percent, 1978. 2, 000, 000 2, 006, 731. 69 2, 000, 000 2,005, 709. 17

26, 000, 000 25,903, 292.77 26, 000, 000 25,922, 317.21

74s-percent, 1976 _ , 000,
14, 000, 000 13, 969, 216. 87 14, 000, 000 13,974,277.11

7%4-percent, 1977

8-percent, 1977 _____..__.___ 10, 000, 000 10, 000, 000. 00 10, 000, 000 10, 000, 000. 00
Treasury bonds:

314-percent, 1990 _________ 10, 500, 000 9,985, 345.74 10, 500, 000 10, 013, 513.30

31-percent, 1998_ 5, 000, 000 4,715, 541. 80 5, 000, 000 4,725, 948. 80

374-percent, 1974_ 5, 000, 000 5, 000, 000. 00 5, 000, 000 5, 600, 000. 00

2,000, 000 1,997,600.84 . . ... _._.._.
16, 500, 000 16, 450, 222. 56 16, 500, 000 16, 474, 115. 64
30, 250, 000 30, 242, 840. 81 30, 250, 000 30, 243, 674. 69
10, 000, 000 16, 007, 109. 92 10, 000, 000 10, 004, 357. 60
41g-percent, 1989-94_. 68, 400, 000 67,639,492, 32 68, 400, 000 67,672, 799. 16
413-percent, 1975-85_ . - 20, 795, 000 20,777, 415, 58 20, 795, 000 20, 778, 158, 86
414-percent, 1987-92____..._ 80, 800, 000 80, 945,193.03 80, 800, 000 80, 936, 165. 55

4-percent, 1972 __
4-percent, 1973
4-percent, 1980___
41¢-percent, 1974.

Totalinvestmentsin public
issues. oo 314,995,000 313, 441,694.66 314, $95, 000 313, 542, 810. 14

Obligations sold only to this fund
(special issues):
Notes:
434-percent, 1974__ _ _______ 309,178,000 309, 178, 000.00 309, 178, 000 309, 178, 000. 00
554-percent, 1975_ 583,612,000 583, 612, 000. 00 583, 612, 000 583, 612, 000. 00
534-percent, 1979 e em e e e am e wm e~ 1,058,617.000 1,058, 617, 000. 00
61g-percent, 1978_ 1,284,249,000 1,284,249,000.00 1,284,249, 000 1,284, 249, 000. 00
614-percent, 1976 1,151,608, 000 1,151,608,000.00 1,151,608,000 1,151,608, 000.00
754-percent, 1977 1,394, 466,000 1,394, 466, 000.00 1,394,466,000 1, 394, 466, 000. 00

Bonds:

254-percent, 1974._ 75,144,000 75, 144, 000. 00 425, 000 425, 000. 00
254-percent, 1975_ 132,894,000 132, 894, 000. 00 132, 894, 000 132, 894, 000. 00
334-percent, 1974 __ .. 20,738, 000 20, 738, 000. 00 20, 738, 000 20, 738, 000. 00
334-percent, 1975__ _ 20, 738, 000 20, 738, 000. 00 20, 738, 000 20, 738, 000. 00
334-percent, 1976._ _ 153,632,000 153, 632, 000. 00 153, 632, 000 153, 632, 000. 60
334-percent, 1977___ 153,632,000 153, 632, 000. 00 153, 632, 000 153, 632, 000. 00
37¢-percent, 1978._ _ 153,632,000 153,632, 000. 00 153, 632, 000 153, 632, 000. 00
414-percent, 1979 _ 153,632,000 153, 632, 000. 00 153, 632, 000 153, 632, 000. 00
4lg-percent, 1980 _ _ . . .._ 125,606,000 125, 606, 000. 00 125, 606, 000 125, 606, 000. 00

Total obligations sold only
to this fund (special is-
sues). .- - ... 5/712,761,000 5,712,761,000.00 6,696, 659,000 6, 696, 659, 000. 00

Total investments in pub-
lic-debt obligations__. _._  6,027,756,000 6,026,202,694.66 7,011,654,000 7,010,201,810.14

Investments in federally-sponsored agency
obligations:
Participation certificates:
Federal  Assets  Liquidation
Trust—Government  National
Mortgage Association:
5Lg-percent, 1972 _ _________ 50, 000, 000 50,000,000.00 . . __ ____

Total investments in fed-
erally-sponsored agency

obligations__ ... - ____. 50, 000, 000 §0,000,000.00 - — e -

Total investments_. . _ ___ 6,077,756,000 6,076,202, 694.66 7,011,654,000 7,010,201,810.14

Undisbursed balances_ .. - o oeoo .. 332,125,938.04 ________ _______  380,075,536.03
Total assets_ _. . oo _._..6,408,328,632.70 .. ___._ 7,390, 277,346.17

1 Par value, plus unamortized premium, less discount outstanding.
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Exrrcrep OPERATIONS AND STaTUs OF THE TrRUsT FUNDps DURING
rae Perop JuLy 1, 1972, To DecEmMBER 31, 1977

In the following statement of the expected operations and status of
the trust funds during the period July 1, 1972, to December 31, 1977,
it is assumed that present statutory provisions affecting the old-age,
survivors, and disability insurance program will remain unchanged
in the period 1973-77. The income and disbursements of the program,
however, are affected by general economic conditions as well as by leg-
islative provisions. Economic conditions, of course, affect the levels of
employment and taxable earnings; but beginning in 1975, under the
automatic increase provisions enacted in 1972, economic conditions will
also directly affect benefits, the contribution and benefit base (i.e., the
maximum annual amount of earnings taxable and creditable toward
benefits), and the retirement test.

Under the automatic increase provisions, benefits will increase in
accordance with increases in the Consumer Price Index. In any year
in which an automatic benefit increase becomes effective, the contribu-
tion and benefit base, and the amount of earnings exempted from the
withholding of benefits under the retirement test, will automatically
be increased in proportion to the increase in average covered wages.
The estimates presented in this section, and in the following section,
reflect the effects of the following changes assumed to occur, under the
automatic increase provisions, on January 1 of the stated year
(amounts for 1974 are also shown as a basis for comparison) :

Annual

exempt

General Contribution amount

benefit an under the

increase benefit retirement

Year (percent) base test

L 77 O $12, 000 $2, 100
1975 e e 7.1 12,900 2,280
8977 e 5.7 14, 400 2,520

The assumed changes, stated above, are based on current official gov-
ernment projections as to the growth in the Gross National Product
and as to the rate of change in the Consumer Price Index. Emerg-
ing experience, as it relates to price changes, may show that the as-
sumption of an automatic benefit increase of 7.1 percent effective
January 1975 will prove to be too low.

Because it is difficult to foresee economic developments, the assump-
tions and the resulting estimates here presented are subject to some
uncertainty. This statement of the expected operations of the trust
funds should therefore be read with full recognition of the difficulties
of estimating future trust fund income and disbursements under
changing economic conditions.

Table 8 presents data on the actual operations of the old-age and
survivors insurance trust fund for selected fiscal years during the
period 1940-72 ' and also estimates of the expected operations of the

1Data relating to the operations of the old-age and survivors insurance trust fund for

years not shown in tables 8 and 9 are contained in the 1967 Annual Report of the Board
of Trustees.
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TABLE 8.—OPERATIONS OF THE OLD-AGE AND SURVIVORS INSURANCE TRUST FUND, SELECTED FISCAL YEARS 1940-77

fIn millions]

Transactions during period

Income

Disbursements

Reimbursements from general
fund of Treasury for costs

of—
Noncontribu-  Payments to Payments for Transfers to
tory credits noninsured vocational  Administra- raifroad
Contributions, for military persons aged  Interest on Benefit rehabilitation tive retirement  Net increase Fund at end
Fiscal year Total less refunds service 72 and over investmentst Total payments services expenses account in fund of period
8550 oo 342 $28 $16 ... $12 . 564 1, 745
1,310 1T T 124 267 280 (LT 27 T 1,‘167 ssl 613
, 106 $4 . 257 784 127 . ST oo 1,583 12,893
5,087 o iiaee- 438 4,427 ,333 ... 103 $10 1,098 21,141
9,843 ... 517 11,073 10,270 ... _.___. 202 600 —-713 20,829
11,293 o 531 11,752 1,185 .. ... 236 332 72 , 900
11,455 o leee. 541 13,270 12,658 ___________... 251 361 —1,274 19,626
13,328 . 515 14,530 13,845 . .. _______.. 263 423 —687 18,939
15,503 il 542 15,285 14,579 .. .. ... 303 403 760 9,699
15,857 Lo 586 15,962 15,226 .. __.___. 300 436 482 20,180
L, 866 . 595 18,769 18,071 . ... 254 444 —308 19,872
22,567 78 o 726 19,728 18, 886 @ 334 508 3,643 23,515
22,662 18 899 21,622 20,737 @) 447 438 2,018 25,533
25,953 156 $226 1,014 24,690 23,73, $2 465 491 2,658 28,191
29, 955 78 3 1,350 27,321 26,26 1 474 579 4,425 32,616
, 915 78 mn 1,618 2, 268 31,101 2 552 613 1,714 34,331
35,711 137 351 1,719 35,849 34,541 2 582 724 , 068 36, 399
Estimated future
experience:
73 43,708 41,403 138 337 1,830 43,694 42,223 2 686 783 14 36,413
49,519 139 303 1,924 49,190 47,499 4 733 954 2,695 39,108
54,174 140 323 2,153 53,021 51, 265 5 749 1,002 3,769 42,877
58,328 146 410 2,333 57,639 55, 836 6 778 1,019 3,578 46, 455
61, 821 225 512 2,444 61,653 59,791 6 810 1,046 3,349 49, 804

1 Interest on investments includes net profits on marketable investments. Total administrative ex-
penses exclude expenses for the period ending Dec. 31, 1939; for that period, appropriations to the
old-age and survivors insurance trust fund (designated as the old-age reserve account prior to Jan.
1, 1940) were approximately equivalent to fax contributions collected by the Treasury Department
fess administrative expenses. Beginning in 1954, administrative expenses include costs of construc-
tion of office space for the Social Security Administration. Beginning in 1967, administrative expenses
incurred under each of the four programs, old-age and survivors insurance, disability insurance, hos-
pital insurance, and supplementary medlcal insurance, are charged currently to the appropriate trust

fund 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 interest on investments. For years
prior to 1967, a description of the method of accounting for administrative exp is contained in
the 1970 Annual Report of the Board of Trustees,

2 Less than $500,000.

Note: In interpreting the estimates, reference should be made to the accompanying text which
describes the underlying assumptions.

L1
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trust fund in fiscal years 1973-77. The estimates are based on the
assumptions that employment and earnings will increase each year
through 1977. Under these assumptions, the estimated number of per-
sons with taxable earnings under the old-age, survivors, and disability
insurance program is expected to increase from 96 million during
calendar year 1972 to about 107 million during calendar year 1977,
Their taxable earnings in cach calendar year are estimated to increase
as follows:

Contribution Taxable
and benefit earnings
base (in billions)

Calendar year:
1972 $9, 000 $489
10, 800 564
12,000 620
12,900 674
12,900 710
14, 400 771

In addition to the cffects of the increases in the contribution and
benefit base, estimated taxable earnings and income from contribu-
tions during the period reflect the assumed upward trend in the levels
of employment and earnings and the increase in contribution rates
effective on January 1,1973.

Rising benefit disbursements during fiscal years 1973-77 reflect the
effects of the assumed automatic benefit increases of 7.1 percent, effec-
tive January 1975, and 5.7 percent, effective January 1977, as well as
the effects of the other benefit provisions enacted in 1972. The long-
range upward trend in the numbers of beneficiaries and in the average
monthly amounts of benefits payable under the program are also
reflected in the increases in benefit payments. Aggregate income of the
old-age and survivors insurance trust fund is estimated to exceed
aggregate outgo in the 5-year period covering fiscal years 1973-T7.
During this period, there 1s an estimated net merease in the old-age
and survivors insurance trust fund of $13.4 billion.

Iistimates consistent with those shown on a fiscal-year basis in table
8 are presented in table 9 to show the progress of the old-age and
survivors insurance trust fund on a calendar-year basis. The trust
fund is estimated to increase in each of the calendar years 1973-77,
reaching $49.8 billion on December 31, 1977.

The growth in the number of beneficiaries in the past and the ex-
pected growth in the future are attributable in large measure to the
rising number of aged persons who are eligible for and receiving old-
age and survivors insurance benefits. The growth in the number of
eligible persons since 1940 has been uninterrupted. This growth results
partly from the increase in the aged population and partly from two
other factors—(1) in each passing year a larger proportion of the
persons attaining age 65 became eligible for benefits and (2) the
amendments during the period 1950-72 liberalized the eligibility pro-
visions and extended coverage to new categories of employment.



[fn millions]

TABLE 9.—OPERATIONS OF THE OLD-AGE AND SURVIVORS INSURANCE TRUST fUND, SELECTED CALENDAR YEARS 1940-77

Calendar year

Transactions during period

Income

Disbursements

Reimbursements from general
fund of Treasury for costs
of—

Noncontribu-  Payments to
tory credits noninsured
for military  persons aged

service 72 and over

Interest on

Benefit

Payments for
vocationat
rehabilitation
services

Administra-
tive
expenses

Transfers to
railroad
retirement
account

Estimated future
experience:
197

$a I
8T
78 I
156 $226
7 364
78 371
137 351
138 337
139 303
140 323
146 410
225 512
227 473

investments Total payments
$43 $62
134 304
257 1,022
454 5,079
516 11,198 10,677
548 12,432 11, 862
526 13,973 13, 356
521 14,920 14,217
569 15,613 14,914
593 17,501 16,737
644 18 967 18, 267
818 20,382 19, 468
939 23,557 22,642
1,165 25,176 24,209
1,615 29,848 28,79
1,667 34,542 33,413
1,794 38,522 37,122
1,835 47,540 46, 036
2,027 50, 365 48,667
2,239 56,029 54,257
2,387 58,915 57,095
2,517 64,830 62, 950

N W

827

1 Less than $500,000.

Note: In interpreting the above, reference should be made to the footnotes in table 8.
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In addition, there has been a growth in the proportion of eligible
persons who receive benefits. This growth is due to several factors,
among which are (1) the amendments enacted during the period
1950-72 which affect the conditions governing the receipt of benefits,
and (2) the increasing percentage of eligible persons aged 72 and over
who receive benefits regardless of earnings.

The expected operations and status of the disability insurance trust
fund during the next 5 fiscal years are presented in table 10, together
with the figures on actual experience 1n earlier years. Contribution
income will increase during fiscal years 1973-77 because of the same
factors, insofar as they apply to contributions to the disability insur-
ance trust fund, that account for the increase in contributions to the
old-age and survivors insurance trust fund during the same period.
Benefit pavments will increase because of the 1972 legislation and be-
cause of increases in the numbers of beneficiaries and the average
monthly benefit amounts payable. Aggregate income of the disability
insurance trust fund is expected to exceed aggregate outgo in the 5-
vear period covering fiscal years 1973-77. During this period there is
an estimated net increase In the trust fund of $1.5 billion.

Tstimates consistent with those shown on a fiscal-year basis in table
10 are presented in table 11 to show the progress of the disability in-
surance trust fund on a calendar-vear basis. Aggregate income of the
trust fund is expected to exceed aggregate outgo in the 5-year period
covering calendar years 1973-77. The trust fund at the end of calendar
vear 1972 amounted to about $7.5 billion and is estimated to increase
to $8.5 billion by December 31, 1977.

The expected operations and status of the old-age and survivors
insurance and disability insurance trust funds combined, during each
year 1973-77, are shown in tables 12 and 13 on a fiscal-year basis and
a calendar-year basis, respectively, together with figures on actual
experience m 1960-72.

The ratio of assets at the beginning of the year to expenditures
during the year for the old-age and survivors insurance and disability
insurance trust funds, combined, is estimated to be about 0.80 for
calendar year 1973. For calendar years 1974-77, the ratio is expected
to fluctuate within the narrow range of 0.76-0.78. This ratio for each
of the next 5 calendar years 1973-77, and for each of the past calendar
years 1960-72, is shown in table 14 for both trust funds combined and
for each trust fund separately.

Reference has been made in earlier sections to the financial inter-
changes between the railroad retirement account and the two trust
funds, under the provisions of the Railroad Retirement Act. Estimates
of future financial interchanges are included in the various tables in
this section.

Reference has also been made previously to the provisions of section
228 of the Social Security Act under which benefits are paid initially
from the old-age and survivors insurance trust fund to certain nonin-
sured persons aged 72 and over, with later reimbursement from the
general fund of the Treasury for the costs of payments to those in this
group who have less than three quarters of coverage. The estimates in
the tables in this section reflect the effect of these provisions.



TABLE 10.—OPERATIONS OF THE DISABILITY INSURANCE TRUST FUND, FISCAL YEARS 1957-77

{In millions]

Transactions during period

Income Disbursements

Reimburse-
ments from
general fund
of Treasury

for cost of
_ noncontrib-
utory Payments for Transfers
Contri- credits for ) vocational Adminis- to railroad Net
butions, military Interest on Benefit rehabilitation trative retirement increase Fund at end
Fiscal year Total less refunds service investments! Total payments services expenses ! account in fund of period
$339 $337 . 1 8 $337 $337
942 926 . 16 181 $168 762 1,099
928 895 33 361 339 _ 568 1,667
1,034 987 47 533 528 . 501 2,167
1,083 1,022 . 61 745 704 _ 337 2,504
1,089 1,021 _ 68 1,086 1,011 2 2,507
1,144 1,077 67 1,257 1,171 _ —113 2,394
1,208 1,143 _ 65 1,338 1,25] . -130 2,264
1,237 1,175 . 62 1,495 1,302 .. —257 2,007
1,611 1,857 ... 54 1,931 1,721 —321 1,686
2,332 2,249 67 1,997 1, 861 335 2,022
, 800 2,699 85 2,236 2,088 564 2,585
3,705 3,532 141 2,613 2,443 1,092 3,678
4,380 4,141 223 2,954 2,778 1,426 5,104
4,911 4, 569 325 3,606 3,381 1,305 , 408
5,291 4,853 388 4,309 4,046 982 7,390
5, 942 5,464 51 427 5,515 5,202 427 7,817
6,835 6,333 52 450 6,482 6, 106 353 8,170
: 6,929 52 477 7,048 \ 410 8, 580
8,012 , 66 486 7,772 7,351 240 8,820
8,465 7,908 84 473 8,395 7,947 70 8,890
1 fnterest on investments include net profits on marketable investments. Beginning in 1967, admin- Note: In interpreting the estimates, reference should be made to the accompanying text which

istrative expenses incurred under the disability insurance program are charged directly to the trust  describes the underlying assumptions.
fund on a current (preliminary) basis, with a final adjustment, including interest, made in the following
fiscal year. The amounts of these interest adjustments are included in interest on investments. For
years prior to 1967, a description of the method of ting for ad trative is contained
in the 1970 Annual Report of the Board of Trustees.

v
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TABLE 11.—OPERATIONS OF THE DISABILITY INSURANCE TRUST FUND, CALENDAR YEARS 1957-77

[In millions)

Transactions during period

Income Disbursements

Reimburse-
ments from
general fund
of Treasury

for cost of
noncontrib-
utory Payments for Transfers
Contri- credits for vocational Adminis- to railroad Net
butions, military Interest on Benefit rehabilitation trative retirement increase Fund at end
Calendar year Total  less refunds service  investments Total payments services expenses account in fund of period
$7 $59 $57 $3 - $649 $649
25 261 249 . . 729 1,379
40 485 457 447 1,825
53 600 568 464 2,289
66 956 887 148 2,437
68 1,183 1,105 --69 2,368
66 1,297 1,210 —133 2,235
64 , 407 1,309 79 19 —188 2,047
59 1,687 90 24 —440 1, 606
58 1,947 137 25 133 1,739
78 2,089 109 31 290 2,029
106 2,458 127 20 996 3,025
177 2,716 138 21 1,075 4,100
277 3,259 164 10 1,514 5,614
361 4,000 205 13 1,031 6, 645
414 4,759 233 24 813 7,457
438 6,176 256 20 291 7,748
462 6, 686 280 43 433 8,181
482 7,504 293 42 242 8,423
480 7,994 305 40 173 , 596
469 8,839 318 43 —55 8, 541

Note: In interpreting the above, reference should be made to the footnotes in table 10,
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TABLE 12.——OPERATIONS OF THE OLD-AGE AND SURVIVORS INSURANCE AND THE DISABILITY INSURANCE TRUST FUNDS, COMBINED, FISCAL YEARS 1960-77

[In millions]

Transactions during period

income

Disbursements

Reimbursements from general
fund of Treafsu ry for costs
of—

Noncontribu-  Payments to

Payments for Transfers to

tory credits noninsured vocational  Administra- railroad
Contributions, for military  persons aged Interest on Benefit rehabilitation tive retirement  Net increase Fund at end
Fiscal year Total  less refunds service 72 and over  investments Total payments services expenses account in fund of period
$10,830 __ ... $564  $11,606 $10, 798 $234 $574 —$212 $22, 99
12,315 e 592 12,498 11, 889 272 33 409 3, 405
12,476 el 609 14,35 13,669 ___ 315 372 -1,2712 22,133
14,408 ... ... 582 15,786 15,015 _ 329 442 —800 21,333
BA6 L. 607 16,623 15,830 _ 370 422 630 21,963
17,032 . 648 17,45 16,618 379 459 224 22,187
19423 ... 649 20,700 19,793 437 469 —629 21,558
24,816 $94 . 793 21,725 20, 747 433 539 3,979 25,537
25,362 94 ... 984 23,859 22,825 16 560 458 2,581 28,118
29,485 188 $226 1,165 27,303 6,175 17 599 513 3,750 31, 868
34,096 364 1,572 30,275 29, 045 18 623 589 5, 852 37,720
36, 485 94 n 1,943 35874 34,482 23 742 626 3,019 40,739
40, 564 187 351 2,107 40,158 38, 587 29 794 749 , 050 43,789
Estimated future
experience:
46, 867 189 337 2,257 49,209 47,425 42 940 2 441 44,230
55, 852 191 303 2,374 55,672 53, 605 64 1,006 997 3,048 7,278
61,103 192 323 2,630 60,069 57,907 81 1,037 1,044 4,179 51, 457
65,788 212 410 2,819 65,411 63,187 89 1,076 1,059 3,818 55,275
69,729 309 512 2,917 70,048 67,738 98 1,123 1,089 3,419 58, 694

Note: In interpreting the above, reference should be made to the footnotes in table 8.
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TABLE 13.—OPERATIONS OF THE OLD-AGE AND SURVIVORS INSURANCE AND THE DISABILITY INSURANCE TRUST FUNDS, COMBINED, CALENDAR YEARS 1960-77

[n mitlions]

Transactions during period

Income Disbursements

Reimbursements from general
fund of Treasury for costs

of—
Noncontribu-  Payments to Payments for Transfers to
tory credits noninsured vocational  Administra- railroad
Contributions, for military persons aged Interest on Benefit rehabilitation tive retirement  Net increase Fund at end
Calendar year Total  less refunds service 72 and over  investments Total payments services expenses account in fund of period
1960 .. ... $12, 445 $11,876 . il $569 11,798 $11,245 (.. ____ $240 $314 $647 $22,613
1961 . ... 12,937 12,323 . R 614 13,388 12,749 . 303 337 —451 22,162
1962 .. ___._ 13,699 13,105 R 594 15,156 14,461 _ 322 372 —1, 457 20,705
1963 ... _______ 18, 227 15,640 _ - 587 , 217 15,427 _ 348 442 10 20,715
1964 ._____ 17,476 16,843 _ - 633 17,020 16,223 . . 375 422 456 21,172
1965 . _..__.. 17,857 17,205 ... - 651 19,187 18,311 __ ... ___. 418 459 —1,331 19, 841
1966 ... ___.__. 23,381 22, 585 R 702 20,913 20, 048 393 469 2,467 22,308
1967 ... 26,413 25424 94 L ______ 8% 22,471 21, 406 515 539 3,942 26, 250
1968 ... ... 28,493 27,034 1,045 26,015 603 458 2,479 28,729
________ . 33,346 31, 546 1,382 27,892 26,751 612 513 5,453 34,182
1970 . _____ 36,993 34,737 1,791 33,108 1, 86. 635 589 3,886 , 06
1971 . _ 40,908 38,343 2,027 38,542 37,171 719 626 2,366 40,434
1972 ... ... 45,622 42,888 2,208 43,281 41,595 907 749 2,341 42,775
Estimated future
experience:

1973 .. 55, 287 52, 520 191 303 2,273 53,716 51, 885 55 974 802 1,571 44, 346

1974 . ... 61,251 58, 247 192 323 2,489 57,051 54, 962 72 1,020 997 4,200
1975 ... 66, 805 63, 462 212 410 2,721 63,533 61,346 85 1,058 1,044 3,272 51, 818
1976.. ... X 67,043 309 512 2,867 66,909 64,657 93 , 100 1,059 3,822 55, 640
1977 o 76, 326 72,553 314 473 2,98 73,669 71,333 102 1,145 1,089 2,657 58, 297

Note: In interpreting the above, reference should be made to the footnotes in table 8.
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TABLE 14.—ASSETS, AT THE BEGINNING OF THE YEAR, RELATED TO EXPENDITURES DURING THE YEAR, FOR THE
OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE PROGRAM, BY TRUST FUND, CALENDAR YEARS 1960-77

Ratio of assets, at beginning of year,
to expenditures during year

Old-age and

survivors

insurance

and disability  Old-age and
insurance survivors Disability
trust funds, insurance insurance
Catendar year combined trust fund trust fund
Past experience:

1960 1.86 1.80 3.04
1.69 1.63 2.39
1.46 141 2.06
1.28 1.23 1.83
1.22 118 1.59
1.10 1.09 121
.35 .96 .82
.99 1ol .83
1.01 1.03 .83
1.03 1.02 L1l
1.03 1.01 1.26
.99 .94 1.40
.93 .88 1.40
.80 .74 1.21
.78 .73 1.16
.76 .72 1.09
77 .74 1.05
76 .73 .97

The estimates in the tables in this section also include the effect of
the provisions in section 222(d) of the Social Security Act authorizing
expenditures from the old-age and survivors insurance and disability
insurance trust funds for the cost of vocational rehabilitation services
furnished to disabled beneficiaries.

Reference has also been made previously to sections 217(g) and
229 (b) of the Social Security Act authorizing annual reimbursements
from the general fund of the Treasury to the old-age and survivors
insurance and disability insurance trust funds for costs of granting
noncontributory credits for military service. The estimates shown in
the various tables in this section reflect the effect of past and expected
future reimbursements under these sections.

ACTUARIAL ANALYSIS OF BENEFIT DISBURSEMENTS FroM THE FEDERAL
Orp-AGe AND Survivors InsuranckE Trust Funp WitH RespecT
10 IDISABLED BENEFICIARIES

(Specifically required by section 201(c) of the Social Security Act)

Effective January 1957, monthly benefits have been payable from
the old-age and survivors insurance trust fund to disabled adult chil-
dren aged 18 and over—sons and daughters of retired and deceased
workers—with respect to disabilities that have continued since child-
hood. Effective February 1968, reduced monthly benefits have been
payable from this trust fund to disabled widows and widowers begin-
ning at age 50.

On December 31, 1972, about 363,000 persons were receiving
monthly benefits from the old-age and survivors insurance trust fund
with respect to disability. In addition to disabled beneficiaries, this

Next Page
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