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1980 ANNUAL REPORT OF THE BOARD OF TRUSTEES OF
THE FEDERAL OLD-AGE AND SURVIVORS INSURANCE
TRUST FUND AND THE FEDERAL DISABILITY INSUR-
ANCE TRUST FUND

I. THE BOARD OF TRUSTEES

The Federal Old-Age and Survivors Insurance Trust Fund, estab-
lished on January 1, 1940, and the Federal Disability Insurance
Trust Fund, established on August 1, 1956, are held by the Board of
Trustees under the authority of section 201(c) of the Social Security
Act. The Board 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 and
Human Services. 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 is the annual report for 1980, the 40th
such report.

II. ADVISORY COUNCIL ON SOCIAL SECURITY

The Secretary of Health, Education and Welfare (now Health and
Human Services) on February 26, 1978 announced the appointment
of an Advisory Council on Social Security under the provisions of
section 706 of the Social Security Act. Under the law, the Social
Security Advisory Council was charged with making a comprehensive
study of the status of the social security cash benefit and Medicare
programs. This study, which has been completed, included an examina-
tion of the financial status of the trust funds in relation to the long-
term commitments of the programs, benefit levels, the scope of
coverage and other aspects of the programs, including their impact
on public assistance.

The Council commissioned a Panel of Consultants, consisting of
three actuaries and three economists, to review the cost estimates for
the old-age, survivors and disability insurance program and related
subjects. A final draft report of the Panel’s findings was released before
the preparation of the 1979 annual report of the Board of Trustees.
As noted in the 1979 annual report, the Panel generally found the
assumptions and methodology underlying the projections in the 1978
annual report of the Board of Trustees to be reasonable. The Panel
did recommend some changes in the assumptions, in part because of
emerging experience after the preparation of the 1978 annual report.
As indicated in the 1979 annual report, many of these recommenda-
tions were reflected in the estimates in that report. These recommen-
dations continue to be reflected in the estimates that appear in this
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report, modified, where appropriate, to reflect emerging experience
after the Panel’s report was prepared. The Panel’s report was sub-
mitted to the Advisory Council and appears as an appendix to the
Council’s final reports.

The Council submitted its final reports to the Secretary of Health,
Education and Welfare on December 7, 1979. After the Council’s
reports were transmitted by the Secretary to the Congress and to the
Board of Trustees of each of the trust funds, the Council ceased to
exist.

The Council made many recommendations with respect to social
security financing and other broad social security program areas.
While many of these recommendations go beyond the scope of the
Board of Trustees in reviewing the financial status of the program,
the Board shares the Advisory Council’s concern about the financial
integrity of the social security system. The Board notes that emerging
economic conditions and the current projections of the status of the
social security trust funds are generally less favorable than the cor-
responding conditions and projections shown in the 1979 annual
report. The Board’s recommendations concerning the short-range
financing of the social security programs are contained in the “Con-
clusion’ section of this report.

III. HIGHLIGHTS

This section summarizes the more important developments since
the 1979 annual report was issued and describes the major features
of this year’s report. Later sections discuss these topics in more detail.

1. Trust fund operations during fiscal year 1979:

(a) The assets of the old-age and survivors insurance (OASI)
and disability insurance (DI) trust funds, combined, declined
by $2.0 billion, to $33.4 billion on September 30, 1979. Income
amounted to $102.1 billion, and expenditures totaled $104.1
billion. Disbursements from the OASI trust fund exceeded income
by $3.2 billion, and the assets of the OASI trust fund declined
to $27.7 billion by the end of the fiscal year. In contrast, the
assets of the DI trust fund increased by $1.3 billion, to $5.6 billion
on September 30, 1979,

(b) The total number of people receiving monthly benefits
under the OASDI program was 34.9 million at the end of Septem-
ber 1979. An estimated 114 million workers had earnings in calen-
dar year 1979 that were taxable and creditable toward benefits
under the program.

(c) The trust funds earned interest amounting to $2.2 billion
during fiscal year 1979. The effective annual rate of interest
earned by the combined assets of the OASI and DI trust funds
during the 12 months that ended June 30, 1979 was 7.4 percent.
During this same period; the average interest rate on new securi-
ties purchased by the trust funds was 8.7 percent.

(d) Administrative expenses for the OASDI program in fiscal
year 1979 were $1.5 billion, which represented about 1.5 percent
of total benefit payments made under the program during the
year.

2. Developments since the last annual report:

(a) The Social Security Disability Amendments of 1980,
enacted on June 9, 1980, made a number of changes in the way
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benefits are calculated for disabled workers and their families
and in the administration of the DI program. The cost estimates
shown in this report reflect the effects of these amendments.

(b) An automatic cost-of-living benefit increase of 9.9 percent
became effective for June 1979. (The published statement an-
nouncing the determination of this increase is shown in Appen-
dix B.) An additional increase of 14.3 percent becomes effective
for June 1980, as recently determined and announced.

(c) Effective for 1980, the contribution and benefit base was
increased from $22,900 to $25,900. In addition, the annual exempt
amount under the retirement test was increased from $4,500 to
$5,000 for beneficiaries aged 65 and over, and from $3,480 to $3,720
for beneficiaries under age 65. The amount of annual earnings
required for a quarter of coverage was increased from $260 to
$290. The published statement announcing these changes is
shown in Appendix C.

(d) In May 1980, a separate Department of Education was
established. The remainder of the organization that comprised
the Department of Health, Education and Welfare was renamed
the Department of Health and Human Services.

3. Financial status of the OASDI program:

Three sets of financial projections are shown for the OASI and DI
programs, to indicate the range of future income and outgo under
optimistic, intermediate and pessimistic assumptions which are de-
scribed in the section entitled “Economic and Demographic Assump-
tions.” The financial projections are described in detail for three time
periods of particular interest—short-range, medium-range and long-
range. The assumptions and estimates that appear in this report were
necessarily prepared before the most recent changes in the economy
were known. Current evidence indicates that the economy has moved
into a recession and is weakening rapidly. Therefore, revised short-
range projections will probably be necessary in the near future as
more information becomes available about the intensity of the changes
in the economy. The estimates for the various time periods can be
summarized as follows:

(2) Short-range (1980-84)—Under all three sets of assumptions,
expenditures from the OASI trust fund are expected to exceed
income in every year during this period. Under present law, the
assets of the OASI trust fund would soon become insufficient to
pay benefits when due. This would occur late in 1981 under the in-
termediate and pessimistic sets of assumptions, and early in 1982
under the optimistic set. Accordingly, changes in the law are
needed so that OASI benefits will continue to be paid when due.
In contrast, the DI trust fund is projected to increase In every
year throughout the projection period under all three sets of
assumptions. Its rate of growth under the intermediate and ges-
simistic assumptions, however, would not be sufficient to ofiset
the projected declines in the OASI fund, and the assets of both
trust funds, if combined, would also become depleted under these
two sets of assumptions. As noted in the concurrent 1980 annual
report on the status of the hospital insurance (HI) trust fund, the
assets of the HI trust fund are also expected to increase during the
next several years. The projections of the operations of the HI
trust fund, and the OASI, DI and HI trust funds combined, are
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summarized in Appendix E. Under the intermediate assumptions,
interfund borrowing, or a reallocation of tax rates, among all three
trust funds—OASI, DI and HI—would prevent the depletion of
any of the trust funds. However, the margin over the minimum
amount of combined assets required to prevent depletion is slim.
If emerging economic conditions are somewhat more unfavorable,
the funds could become depleted. Under the pessimistic assump-
tions, for example, the combined assets of all three trust funds are
depleted during the short-range projection period.

(b) Medium-range (1980-2004)—Under the intermediate
assumptions, annual expenditures for the OASDI program average
10.66 percent of taxable payroll, while payroll tax income averages
11.85 percent of taxable payroll. Thus an average actuarial surplus
of 1.19 percent of taxable payroll is projected for the next 25
years. Although a surplus is shown, on average, for the next 25
years, this surplus reflects the short-range OASI deficits described
above and a subsequent period of significant financial surpluses.
Under the optimistic set of assumptions the average surplus in
the medium-range is projected to be 1.94 percent of taxable pay-
roll, while under the pessimistic set, OASDI tax income just
exceeds expenditures on average by 0.12 percent of taxable payroll.

(¢) Long-range (1980-2054)—Under the intermediate set of
assumptions, annual expenditures average 13.74 percent of tax-
able payroll while payroll tax income averages 12.22 percent of
taxable payroll. This produces a projected average actuarial -
deficit of 1.52 percent of taxable payroll over the next 75 years.
This average reflects the near-term annual deficits, the projected
surpluses in the remaining portion of the first 25-year period and
deficits of 1.17 percent and 4.58 percent of taxable payroll pro-
jected for the second and third 25-year periods, respectively.
Projections for such distant periods are subject to substantial
uncertainty and should be interpreted not as precise forecasts of
expected program operations, but as indications of how the trust
funds would operate under the assumed economic and demo-
graphic conditions if there were no future legislative changes in the
program. The average deficit in the third 25-year period, for
example, ranges from 0.19 percent of taxable payroll under the
optimistic assumptions to 14.20 percent under the pessimistic set,
and the overall 75-year actuarial balance is projected as a slight
surplus of 0.89 percent under the optimistic set of assumptions
and a substantial deficit of 6.17 percent under the pessimistic set.

SOCIAL SECURITY AMENDMENTS SINCE THE 1979
REPORT

On June 9, 1980, Public Law 96-265, the Social Security Disability
Amendments of 1980, was enacted. These amendments made a number
of changes in the way benefits are calculated for disabled workers and
their families and in the administration of the DI program. The
legislation is designed to strengthen incentives for disabled benefi-
claries to return to work and to improve accountability under the
DI program. Details of the amendments can be found in documents
prepared by and for the Congress. In particular, details of the financial
effects of these amendments on the OASDI program will be shown
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in a forthcoming Ways and Means Committee print. The cost esti-
mates shown in this report reflect the effects of these amendments.

V. NATURE OF THE TRUST FUNDS

The Federal Old-Age and Survivors Insurance Trust Fund was
established on January 1, 1940 as a separate account in the United
States Treasury. All the financial operations of the OASI program
are handled through this fund. The Federal Disability Insurance
Trust Fund—another separate account in the United States Treasury
and thus a fund entirely separate from the Federal Old-Age and Sur-
vivors Insurance Trust Fund—was established on August 1, 1956.
All the financial operations of the DI program are handled through
this fund.

The major sources of receipts of these two funds are (1) amounts
appropriated to each of them under permanent appropriation on the
basis of contributions paid by workers and their employers, and by
individuals 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 or on
behalf of workers employed by State and local governments and b
such employers with respect to wages covered by the program. All
employees, and their employers, in employment covered by the pro-
oram are required to pay contributions with respect to the wages of
individual workers. Employees are required to pay contributions with
respect to cash tips, but employers are required to pay contributions
on only that part of tip income deemed to be wages under the Federal
minimum wage law. All covered self-employed persons are required
to pay contributions with respect to their covered 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 being determined first on the wages and then on
any self-employment income within the annual maximum amount.
An employee who pays contributions on wages in excess of the annual
maximum amount (because of employment with two or more em-
ployers) is eligible for a refund of the excess contributions. The amount
of benefits that an individual (or his dependents or survivors) may
become entitled to under the OASDI program is based on the amount
of the individual’s taxable earnings in each year. In computing bene-
fits for persons who first become eligible for benefits in 1979 or later,
the earnings in each year are indexed to take account of increases in
average wage levels. The maximum amount of earnings taxable in a
year is also the maximum amount of earnings creditable toward bene-
fits in that year, and the maximum amount is referred to as the con-
tribution and benefit base.

The contribution rates applicable to taxable earnings in each of the
calendar years 1937 and later, and the allocation of the rates between
the two trust funds, are shown in table 1. For 1981 and later, the con-
tribution rates shown are the rates scheduled in present law. The
contribution and benefit base for each year 1937-81 is also shown in
table 1. The contribution and benefit base for each year 1975-78 was
determined under the automatic increase provisions in section 230 of
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the Social Security Act. The bases for 1979 and 1980, and the sched-
uled base for 1981, are specified in the provisions of present law as
amended in 1977. The automatic increase provisions will again be
applicable after 1981.

TABLE 1.—CONTRIBUTION AND BENEFIT BASE AND CONTRIBUTION RATES

Contribution rates (percent of taxable earnings)

Contri-
bution Employees and
and employers, each Self-employed
benefit
Calendar years base OASDI 0ASI DI 0ASDI 0ASI DI

$3,000 1.000
1.500
1.500
2.000
2.000
2.250 2.000 0.250  3.3750  3.0000 0.3750
2.500 2.250 .250  3.7500  3.3750 . 3750
3.000 2.750 .250  4.5000  4.1250 . 3750
3.125 2.875 .250  4.7000  4.3250 . 3750
3.625 3.375 .250 5.4000  5.0250 . 3750
3.850 3.500 L350  5.8000  5.2750 . 5250
3.900 3.550 .35  6.9000  5.3750 . 5250
3.800 3.325 475  5.8000  5.0875 L7125
4,200 3.725 .475  6.3000  5.5875 L7125
4.200 3.650 .550  6.3000  5.4750 . 8250
4.600 4.050 .550  6.9000  6.0750 . 8250
4,600 4,050 .550  6.9000  6.0750 . 8250
4.850 4,300 .550  7.0000  6.2050 .7950
4.950 4,375 .575  7.0000  6.1850 . 8150
4.950 4.375 .875  7.0000  6.1850 . 8150
4.950 4.375 .575  7.0000  6.1850 . 8150
4.950 4,375 .56 7.0000  6.1850 . 8150
5. 050 4.275 .775  7.1000  6.0100 1.0900
5. 080 4.330 .750  7.0500  6.0100 1.0400
5. 080 4.330 L750 7.0000  6.0100 1.0400
5. 350 4.525 .825  8.0000  6.7625 1.2375
5.400 4.575 .825  8.0500  6.8125 1.2375
5.700 4.750 .950  8.5500  7.1250 1. 4250

6.200 5100 1100 9.3000 7.6500 16500

t Subject ta automatic increase.

All contributions are collected by the Internal Revenue Service and
deposited in the general fund of the Treasury as internal revenue
collections, except for amounts received under State agreements (to
effectuate coverage under the program for State and local government
employees) which are deposited directly in the trust funds. The internal
revenue collections are immediately and automatically appropriated
to the trust funds on an estimated basis. The exact amount of contri-
butions received is not known initially because contributions under the
OASDI and HI programs and individual income taxes are not sepa-
rately identified in collection reports received by the Treasury Depart-
ment. 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. Adjustments are
also made to account for any refunds to workers who paid contribu-
tions on wages in excess of the contribution and benefit base.

Another source of income to the trust funds is interest receievd on
investments held by the funds. That portion of each trust fund which,
in the judgment of the Managing Trustee, is not required to meet
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current expenditures for benefits and administration is invested, on a
daily basis, in interest-bearing obligations of the U.S. Government
(including special public-debt obligations described below), in obliga-
tions guaranteed as to both principal and interest by the United
States or in certain federally sponsored agency obligations that are
designated in the laws authorizing their issuance as lawful investments
for fiduciary and trust funds under the control and authority of the
United States or any officer of the United States. These obligations
may be acquired on original issue at the issue price or by purchase of
oufstanding obligations at their market price.

The Social Security Act authorizes the issuance of special public-
debt obligations for purchase exclusively by the trust funds. The Act
provides that these obligations shall bear interest at a rate equal to
the average market yield (computed on the basis of market quotations
as of the end of the calendar month next preceding the date of such
issue) on all marketable interest-bearing obligations of the United
States then forming a part of the public debt which are not due or
callable until after the expiration of 4 years from the end of such
calendar month.

The 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 OASDI program. Under these provisions,
transfers between the railroad retirement account and the trust funds
are made on an annual basis in order to place each trust fund in the
same position as it would have been if railroad employment had always
been covered under social security.

Several other provisions in the Social Security Act also affect the
income and expenditures of the trust funds. Income is affected by
provisions for (1) annual reimbursements from the general fund of the
Treasury to the OASI and DI trust funds for any cost arising from the
granting of noncontributory wage credits for military service, ac-
cerding to periodic determinations made by the Secretary of Health
ar.d Human Services; (2) annual reimbursements from the general
fund of the Treasury to the OASI trust fund for any costs arising from
special monthly cash payments to certain persons who reached age 72
before 1968, almost all of whom are not eligible for cash benefits under
other provisions of the OASDI program, and (3) the receipt of un-
conditional money gifts or bequests made for the benefit of the trust
funds or any activity financed through the funds. In addition to the
payment of benefits from the trust funds, the following expenditures
from the trust funds are authorized: (1) costs of vocational rehabilita-
tion services furnished to disabled persons receiving benefits because
of their disability, which may not exceed a specified percentage of the
benefits certified for payment to these types of beneficiaries in the
preceding year; (2) expenses incurred by the Department of Health
and Human Services 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 contributions; and
(3) expenditures for construction, rental and lease or purchase con-
tract of office buildings and related facilities for the Social Security
Administration.

The net worth of facilities and other fixed capital assets is not carried
in the statements of the operations of the trust funds presented in this
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report. This is because the value of fixed capital assets does not Tepre-
sent funds available for benefit or administrative expenditures, and
therefore is not viewed as being a consideration in assessing the
actuarial status of the trust funds.

VL. SUMMARY OF THE OPERATIONS OF THE OLD-AGE AND
SURVIVORS INSURANCE AND DISABILITY INSURANCE
TRUST FUNDS, FISCAL YEAR 1979

A. OLp-AGE AND Survivors INsuraNcE TrusT FUND

A statement of the income and disbursements of the Federal Old-
Age and Survivors Insurance Trust Fund in fiscal year 1979, and of
the assets of the fund at the beginning and end of the fiscal year, is
presented in table 2. Comparable amounts for fiscal year 1978 are also
shown in the table.

TABLE 2.—STATEMENT OF OPERATIONS OF THE OLD-AGE AND SURVIVORS INSURANCE TRUST FUND
DURING FISCAL YEARS 1978 AND 1979 :

[In thousands]

Fiscal year Fiscal year
1978 1979

Total assets of the trust fund, beginning of year....___________________________ $35,372,213  §30,978, 264
Receipts:
Contributions:
Appropriations..________________________________ 66, 574, 306 76,126, 738
Deposits arising from State agreements_____________ """ TTTTTTTTTTUT 7, 859, 698 8, 680, 185
Gross contributions..______________________________ 74,434, 004 84, 806, 923
Less payment into the Treasury for contributions subject to refund__._____ 387,225 449,013
Net contributions. ... __.______________________ 74,046,779 84, 357,910
Reimbursement from general fund of the Treasury for costs of:
Noncontributory credits for military service. .__________________________ 382, 000 384, 457
Noncontributory credits for persons interned during World War 11 at places
operated for the internment of U.S, citizens of Japanese ancestry._____. 2,724 .
Payments to noninsured persons aged 72 and over:
Benefit payments. ________ . ___ 176,727 199, 169
Administrative expenses_ __ 2,205 2,
Interest .. ____ Tt 49,272 29, 100
Total reimbursement for payments to noninsured persons aged 72
andover.________________ o 228, 203 230, 461
Interest:
Interest oninvestments..___________________ 2,153,535 1,919, 705

expenses'._______________________________ —600 1,412

Grossinterest....._____________________ 2,152,935 1,921,117

Less interest on amounts of interfund transfers due to adjustm

cation of administrative expenses and construction costs.______._______ 1,655 574
Less interest on amounts transferred to the disability insurance trust fund
due to adjustment in allocation of costs of vocational rehabilitation

SOIVICeS 139 404

Netinterest..________ . 2,151, 142 1,920, 140

GRS o e 6 100

Total receipts. ... 76, 810, 854 86, 893, 068
Disbursements:

Benefitpayments._._______ _______________________ 78, 524,092 87, 591, 968

Transfer to railroad retirement account. . ________________________ 1,588, 664 1,447, 532

See footnotes at end of table.
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TABLE 2.—STATEMENT OF OPERATIONS OF THE OLD-AGE AND SURVIVORS INSURANCE TRUST FUND DURING
FISCAL YEARS 1978 AND 1979—CONTINUED

[in thousands]

Fiscal {;% Fiscal {g%

Payment for costs of vocational rehabilitation services for disabled beneficiaries:

For the current fiscal year . .. ... [ $6, 107 §12,330
Transfers to the disability insurance trust fund due to adjustment in alloca-
tion of costs for prior periods_ . .o 354 4,650
Total payment for costs of vocational rehabilitation services.._.._.... 6, 461 16, 980
Administrative expenses: .
Department of Health, Education and Welfare.___._.___.__. ... .. ... 931,715 973, 640
Treasury Department. ... __.___....._. [ 103,973 104, 917
Construction of facilities for Social Security Administration 13,332 2, 550
Expenses of the Department of Health, Education and Welfare for admin-
istration of vocational rehabilitation program for disabled beneficiaries._ . 50 62
Interfund transfers due to adjustment in allocation of administrative
EXPENMSES 2 o e e —mmemee e ceeae—nos 22,327 —7,783
Transfers to the supplemental security income general fund account due to
adjustment in allocation of administrative expenses._.__.___.....____. 14,300 ...
Gross administrative expenses. ... ... isimenoomnaoan 1,085, 695 1,073, 386
Less interfund transfers due to adjustment in allocation of costs of con-
SHUCHION . - i iieiooiioooo- 57 1,013
Less reimbursement from general fund of the Treasury for costs of furnish-
ing information on deferred vested pension benefits.._____ . ... . ...._... 31
Less receipts from sales of supplies, materials, ete____._ ... ... 53 5
Net administrative expenses. ... ... ieiiaceana- 1, 085, 586 1,072,006
Total GiSbUFSEMENS... - - 81,204,803 90, 128, 486
Net addition to the trust fund______ . .o —4, 393,949 -3, 235, 41—8
Total assets of the trust fund, end of year.__ ... .o 30, 978, 264 27,742, 846

1 A positive figure represents a transfer of interest to the trust fund from the supplemental security income general fund
facct()junt. A n:egatwe figure represents a transfer of interest from the trust fund to the suppl tal security i general
und account.
2 A positive figure represents a transfer from the OASI trust fund to the other social security trust funds. A negative figure
represents a transfer to the OASI trust fund from the other social security trust funds.

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

The total assets of the OASI trust fund amounted to $30,978 million
on September 30, 1978. During fiscal year 1979, totalreceipts amounted
to $86,893 million and total disbursements were $90,128 million. The
assets of the trust fund thus decreased $3,235 million during the year
to a total of $27,743 million on September 30, 1979.

Included in total receipts during fiscal year 1979 were $76,127
million representing contributions appropriated to the fund and $8,680
million representing amounts received by the Secretary of the Treasury
in accordance with State agreements for coverage of State and local
government, employees and deposited in the trust fund. As an offset,
$449 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 contributions on wages in excess of the
statutory maximum earnings base.

Net contributions amounted to $84,358 million, an increase of 13.9
percent over the amount for the preceding fiscal year. Growth in
contribution income resulted primarily from (1) the higher level of
earnings in covered employment; (2) the two increases in the maximum
annual amount of earnings taxable—from $16,500 to $17,700 effective
on January 1, 1978 and from $17,700 to $22,900 effective on January 1,
1979; and (3) the increase in the OASI contribution rate for employees
and employers, each from 4.275 percent to 4.330 percent that be-
came effective on January 1, 1979. Although the first increase in the
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maximum annual amount of earnings taxable, from $16,500 to $17,700,
became effective in 1978, earnings between $16,500 and $17 ,700, which
were taxable during all of fiscal year 1979, were taxable during only
part of the preceding fiscal year. The increase in net contributions
would have been larger had it not been for the decrease in the contri-
bution rate for employees and employers, each, from 4.375 percent to
4.275 percent that became effective on January 1, 1978. Although this
decrease in the contribution rate became effective in 1978, it was not
in effect during all of fiscal year 1978.

Reference has been made in an earlier section to provisions of the
Social Security Act under which the OASI and DI trust funds are to
be reimbursed annually from the general fund of the Treasury for
costs of granting noncontributory credits for military service and for
the costs of payments to certain noninsured persons aged 72 and over
who have less than three quarters of coverage.

Section 217(g) of the Social Security Act provides for reimbursement
of the additional costs for military service performed 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 1966-76 that have been deposited
into the trust funds. In accordance with section 217(g), the Secretary
of Health, Education and Welfare (now Health and Human Services)
made a determination in 1975 of the level annual appropriations to
the trust funds necessary to amortize this estimated total cost over
& 39-year period, beginning in fiscal year 1977. The annual amounts
resulting from this determination were $354 million for the OASI
trust fund and $92 million for the DI trust fund. In accordance with
section 229(b), the Secretary determined that the old-age and survivors
insurance trust fund should receive reimbursement of $30 million, and
the disability insurance trust fund should receive reimbursement of
850 million, for additional costs attributable to noncontributory
credits for military service performed after 1956. Thus, reimbursements
amounting to $384 million for the OAST trust fund and $142 million
for the DI trust fund were received in December 1978.

A reimbursement amounting to $230 million for the costs of monthly
payments to certain noninsured persons aged 72 and over was trans-
ferred from the general fund of the Treasury to the OASI trust fund
in fiscal year 1979. This reimbursement, made under section 228,
reflected the costs of payments made from July 1976 through Sep-
tember 1977 and adjustments in the costs of payments made in prior
fiscal years.

The OASI trust fund received $99,609 in gifts in fiscal year 1979
under the provisions authorizing the deposit of money gifts or be-
quests in the OASI and DI trust funds.

The remaining $1,920 million of receipts consisted of interest on the
investments of the trust fund and net interest on amounts of interfund
transfers arising out of adjustments in the allocation of administrative
expenses, construction costs and the costs of vocational rehabilitation
services for prior fiscal years.

Of the $90,128 million in total disbursements, $87,592 million was
for benefit payments, an increase of 11.5 percent over the correspond-
ing amount paid in fiscal year 1978. This increase was due to (1) the
automatic cost-of-living benefit increases of 6.5 percent and 9.9
percent, which became effective for June 1978 and June 1979, respec-
tively, under the automatic provisions in section 215@3) and (2) the
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continuing growth in both the total number of beneficiaries and the
average benefit amounts resulting from the rising level of earnings.
Although the first automatic benefit increase of 6.5 percent became
effective in 1978, the resulting higher benefit levels, which were in
effect during all of fiscal year 1979, were in effect during only part of
the preceding fiscal year. The increase in benefit payments from fiscal
year 1978 to fiscal year 1979 also reflects the effects of various provi-
sions In the 1977 amendments.

In accordance with the provisions of the Railroad Retirement Act
which coordinate the railroad retirement and OASI programs and
which govern the financial interchanges arising from the allocation
of costs between the two systems, the Railroad Retirement Board and
the Secretary of Health, Education and Welfare determined that a
transfer of $1,384,300,000 to the railroad retirement account from the
OASI trust fund would place this trust fund in the same position as of
September 30, 1978 as it would have been if railroad employment had
always been covered under the Social Security Act. A total amount
of $1,447,532,000 was transferred to the railroad retirement account in
June 1979, including interest to the date of transfer amounting to
$63,232,000.

Expenditures of the OASI program for the costs of vocational
rehabilitation services amounted to $17 million. 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 OASI trust fund because of their disability.

The remaining $1,072 million of disbursements from the OASI
trust fund represents net administrative expenses. The expenses of ad-
ministering the programs financed through the four trust funds—tke
OASI, DI, HI and supplementary medical insurance (SMI) trust
funds—are allocated and charged directly to each trust fund on the
basis of provisional estimates. Similarly, the expenses of administering
the supplemental security income program are also allocated and
charged directly to the general fund of the Treasury on a provisional
basis. Periodically, as actual experience develops and is analyzed,
adjustments to the allocations of administrative expenses and costs of
construction for prior periods are effected by interfund transfers,
including transfers between the OASI trust fund and the supplemental
security income general fund account, with appropriate interest
allowances.

Section 1131 of the Social Security Act authorizes annual reimburse-
ments from the general fund of the Treasury to the OASI trust fund
for additional administrative expenses incurred by the OASI trust
fund as a result of furnishing information on deferred vested benefits
to pension plan participants as required by the Employee Retirement
Income Security Act of 1974. The first reimbursement under section
1131 occurred in fiscal year 1979 and amounted to $311,467.

Net administrative expenses charged to the OASI trust fund and to
the DI trust fund in fiscal year 1979 totaled $1,479 million. This
amount represented 1.5 percent of contribution income and 1.5 percent
of expenditures for benefit payments and payments for the costs of
vocational rehabilitation services during the fiscal year. Corresponding
percentages for each of the last 5 years for the OASDI system as a
whole and for each trust fund separately are shown in table 3.
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TABLE 3.—RELATIONSHIP OF NET ADMINISTRATIVE EXPENSES OF THE OLD-AGE, SURVIVORS AND DISABILITY
INSURANCE PROGRAM TO CONTRIBUTION INCOME AND BENEFIT PAYMENTS, BY TRUST FUND, FISCAL YEARS
1975-79

. Old-age and survivors Disability insurance
Total—Administrative  insurance trust fund—  trust fund—Administra-
expenses as a percent-  Administrative expenses tive expenses as a

age of — as a percentage of— percentage of—

. Total Total Contri- Contri-

contribution benefit bution Benefit bution Benefit
Fiscat year income payments! income paymentst income  payments!
1.7 1.8 1.5 1.5 3.4 3.3
1.8 1.7 1.6 1.5 3.4 2.9
| 1.6 L5 1.4 3.3 2.7
1.8 1.7 1.4 1.4 4,2 3.4
1.6 1.6 L5 1.4 2.6 2.7
1.5 1.5 1.3 1.2 2.8 3.0

1 In determining the percentages shown, payments for the costs of vocational rehabilitation services are included with
benefit payments. (In fiscal year 1979 such payments, for both OASI and D!, combined, amounted to less than 0.1 percent
of total benefit payments.)

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

In table 4, the experience with respect to actual amounts of con-
tributions and benefit payments in fiscal year 1979 is compared with
the estimates for fiscal year 1979 which appeared in the 1978 and
1979 annual reports. The actual experience for each trust fund was
quite close, relatively, to the estimates. Reference was made in an
earlier section to the appropriation of contributions to the trust
funds on an estimated basis, with subsequent periodic adjustments
to account for differences from the amounts of contributions actually
payable on the basis of reported earnings. In interpreting the figures
in table 4, it should be noted that the “actual” amount of contribu-
tions in fiscal year 1979 reflects the aforementioned type of adjust-
ments to contributions for prior fiscal years. On the other hand, the
“actual” amount of contributions in fiscal year 1979 does not reflect
adjustments to contributions for fiscal year 1979 that were to be made
after September 30, 1979.

TABLE 4.—COMPARISON OF ACTUAL AND ESTIMATED OPERATIONS OF THE OLD-AGE AND SURVIVORS INSURANCE
AND DISABILITY INSURANCE TRUST FUNDS, FISCAL YEAR 1979

[Amounts in millions]

Old-age and survivors Disability insurance
insurance trust fund trust fund

N Benefit Net Benefit
contributions payments contributions payments
Actwalamount______________________________________ $34, 358 $87, 592 $14, 750 $13, 428
Estimated amount published in 1979 report $84, 526 $87, 462 $14, 850 $13, 552
Actual as percentage of estimate______ 100 100 99
Estimated amount published in 1978 report $84, 042 $87,733 $14,739 $14, 200
Actual as percentage of estimate..____________ 100 100 100 95

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

At the end of fiscal year 1979, about 34.9 million persons were re-
ceiving monthly benefits under the OASDI program. About 30.1
million of these persons were receiving monthly benefits from the
OASI trust fund. The distribution of benefit payments in fiscal years
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1978 and 1979, by type of beneficiary, is shown in table 5. Approxi-
mately 74 percent of the total benefit payments from the OASI trust
fund in fiscal year 1979 was accounted for by monthly benefits to
retired workers and their dependents and about 17 percent by monthly
benefits to aged survivors and disabled widows or widowers of de-
ceased workers. Approximately 9 percent of the benefit payments
represented monthly benefits on behalf of children of deceased workers
and monthly benefits to widowed mothers and fathers who had
children of deceased workers in their care.

TABLE 5.—ESTIMATED DISTRIBUTION OF BENEFIT PAYMENTS FROM THE OLD-AGE AND SURVIVORS INSURANCE
TRUST FUND, BY TYPE OF BENEFICIARY AND PAYMENT, FISCAL YEARS 1978 AND 1979

[Amounts in millions]

Fiscal year 1978 Fiscal year 1979

Percent Percen

Amount of total Amount of tota

Total .o $78, 524 100 $87, 592 100

Monthly benefits . __ 78,192 100 87,249 100

Retired workers and their dependents_____________ 57,732 74 64,716 74

Retired workers_____________ - 51,945 66 58, 342 67

Wives and husbands._ . 4,886 6 5, 386 6

Chitdren____.________ - 902 1 989 1

Survivors of deceased worke _ 20,315 26 22,402 26

Aged widows and widowers__ . 12,730 16 14,246 16

Disabled widows and widowers__________. ... 261 m 219 (O]

Parents__ __ . o oceeooo - 52 (lg 52 (0]

Children______._____.________ 6,012 6, 452 7
Widowed mothers and fathers c: d

beneficiaries. ... ..o .. 1,260 2 1,373
Noninsured persons aged 72 and over2_.__________ 145 (O] 131 (O]
Lump-sum death payments______.______ ... 332 (O] 343 (O]

1 Less than 0.5 percent, . .
2 The trust fund is reimbursed from the general fund of the Treasury for the costs of payments to beneficiaries with less

than three quarters of coverage.
Note: Totals do not necessarily equal the sum of rounded components.

Special payments to noninsured persons aged 72 and over amounted
to $131 muillion, or less than 0.2 percent of total benefit payments from
the trust fund. As stated earlier, the costs of such payments to persons
who have fewer than three quarters of coverage are reimbursable from
the general fund of the Treasury. About 97 percent of the total amount
of the payments made in fiscal year 1979 to noninsured persons aged 72
and over went to persons with fewer than three quarters of coverage.

The balance of the benefits paid during fiscal year 1979 consisted
of lump-sum death payments.

The assets of the OASI trust fund at the end of fiscal year 1979
totaled $27,743 million, consisting of $27,317 million in the form of
obligations of the U.S. Government or of federally sponsored agency
obligations, and an undisbursed balance of $426 million. Table 6
shows the total assets of the fund and their distribution at the end of
fiscal years 1978 and 1979.
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TABLE 6.—ASSETS OF THE OLD-AGE AND SURVIVORS INSURANCE TRUST FUND, BY TYPE, AT THE END OF FISCAL
YEARS 1978 AND 1979

September 30, 1978

Par value

September 30, 1979

Par value

Book value t Book valuet

Investments in public-debt obligations:
Public issues:

Treasury bonds:
234-percent, investment
series B, 1975-80

$1, 064, 902, 000. 00
0 7 15

$1, 064, 902 000 §1, 064, 902, 000. 00
70,170, , 000

3-percent, 1995. . _ 170, 0 153, 276. » 154 300, 11
314-percent, 19768 60, 200, 000 59, 923, 801. 82 60, 200, 600 5. 982, 987.02
314-percent, 1985. 25, 700, 000 25, 127, 664. 47 25, 700, 000 25, 214, 601.59
314 _percent. 1980, 449, 450, 00 450, 358, 754. 2 449,450,000 449 922, 552. 42
312 percent, 1990_ 556,250,000 551, 440, 994, 91 556, 250,000 551, 865, 319,11
312 percent, 1998_ 552,037,000 545, 837 174.77 552,037,000 546, 145, 879,93
4percent, 1980 . - 153,100,000 153,093, 516.34 153,100,000 153, 098 379.94
434-percent, 1989-94____ 31, 300, 000 90, 828, 974.97 91, 300, 000 90, 859, 201.17
41{-percent, 1975-85____ 78, 023, 000 77, 884, 860. 86 78, 023, 000 77,905, 844.18
414-percent, 1987-92._ " 33, 000, 000 33,940, 246. 68 33,000, 000 33, 833, 203. 68
634-percent, 1984. 31, 500, 000 31, 768, 677.33 31, 500, 000 31, 723, 267. 05
7-percent, 1981 .. 50, 000, 000 49, 883, 333.05 50, 000, 000 49,923, 333. 01
7V5-percent, 1988-93. 99, 934, 000 98, 749, 197. 44 99, 934, 000 98, 828, 625. 56
75;5-percent, 200207 . - 15, 000, 000 14,991, 617. 02 15, 000, 000 14,991, 911. 98
7%%-percent, 1995-2000_ 22,180, 000 21,528, 774.78 22,180, 000 21, 559, 420. 62
8-percent, 1996-2001. .__ 90, 500, 000 90, 411, 557.28 90, 500, 000 90, 415, 430,64
814-percent, 2000-05. . _ 22, 250, 000 22, 444, 447,98 22, 450, 000 22, 444, 636,82
834-percent, 1995-2000_ . 50, 000, 000 50, 661, 616. 25 50, 000, 000 50, 631, 313.25
835-percent, 1394-99_ " 352, 000 6, 501, 155. 68 , 352, 000 6, 493, 938. 40

Total investments in
public issues. ... __

3, 522, 048, 000

3,510, 431, 642. 00

3, 522, 048, 000

3, 510, 896, 756. 48

Obligations sold only to this fund
(special issues):
Certificates of indebtedness:
81{-percent, 1979__ _____
8/ percent, 1979_______
834-percent, 1980.._____

4,769, 492, 000
1 294, 723, 000

4,769, 492, 000. 00
1, 294, 723, 000, 00

9-percent, 1980. ... ______________ T -

1,732, 790, 000
G 941, 877, 000

1,732, 790, 000. 00
6,941, 877, 000. 00

Bonds:
73g-percent, 1984_______ 125,846,000 125, 846, 000. 00
73g-percent, 1985 ___. 125, 846, 000 125, 846, 000.00 .__
73¢-percent, 1986 125, 847, 000 125, 847, 000.00 ___
7% -percent, 1987 125,847,000 125, 847, 000. 00
734-percent, 1988 125, 847 000 125 847 000. 00 125, 847, 000 125, 847, 000. 00
734-percent, 1989 125, 847, 000 125 847 000. 00 125 847 000 125, 847, 000. 00
71%-percent, 1930 125, 847 000 125 847 000. 00 125 847 000 125, 847, 000. 00
73%-percent, 1991 125 848 000 125 848, 000. 00 125, 848 000 125, 848, 000. 00
73g-percent, 1992 2,014, 741 000 2, 014 741, 000. 00 2,014, 741 000 2, 014 741 000. 00
734-percent, 1984 _ 6! 000 56 000. 00
73%-percent, 1985. _ 688, 956 000 688 956, 000,00 _
7/ -percent, 1986 _ 688, 956 000 888, 956, 000. 00
7/ -percent, 1987 _ 688, 955, 000 688, 955, 000, 00 474, 643, 000 474, 643, 000. 00
73g-percent, 1988._ . 688 956 000 688, 956, 000. 00 688, 956, 000 688 956 000. 00
7/ -percent, 1989_ . - 688,956,000 688, 956, 000. 00 688, 956, 000 8 956 000. 60
73%-percent, 1990__ 1, 366 865 000 1, 366, 865, 000. 00 , 366, 865,000 1 366, 865, 000. 00
%-percent 1983__ 37 000  459,237,000.00 _____
713-percent, 1984_ . 522 029 000 522, 029, 000. 00
7Y4-percent, 1985. _ - 522, 029 000  522,029,000.00 ___
7% percent, 1986._ _ 522 028, 000 522,028,000.00 ______..______
734-percent, 1987.. 522 029 000 522,029, 000. 00 522, 029, 000
714-percent, 1988._ . 522, 029, 000 522, 029, 000. 00 522, 029 000
745-percent, 1989 522, 029 000 029,
714-percent, 1990._ - 522 023, 000
71%-percent, 1991~ 1,888, 893 000 I, 888 893, 000. 00
75%-percent, 1983.._ 910 000 10, 000.
7%%-percent, 1984__ _ 677,910, 000 .
7%-percent, 1985. ______ 677, 918, 000 , 000.
73%-percent, 1986 ______ 677, 910,000 X
75-percent, 1987. . . 677, 910, 000 677, 910, 000. 00 677, 910, 000 677, 910, 000, 00
754-percent, 1988. 677, 909 000 677,909, 000.00 677, 909 000 677, 909, 000. 00
7/-percent, 1989. 677 909 000 , 909, 000. 00 677, 909 000 677,9

814-percent, 1993
83%4-percent, 1994 _

1,555, 736, 000
1,272, 609, 000

Total obligations sold
only to this fund
(special issues). ____

26, 889, 767, 000 26, 889, 767, 000. 00

23, 251,299,000 23, 251, 299, 000. 00

See footnote at end of table.
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TABLE 6.—ASSETS OF THE OLD-AGE AND SURVIVORS INSURANCE TRUST FUND, BY TYPE, AT THE END
OF FISCAL YEARS 1978 AND 1979—Continued

September 30, 1978 September 30, 1979

Par value Book value Par value Book value t

Investments in public-debt obliga-

tions—Continued:

Total investments in

public-debt obliga-
tions - - _——..._._ $30,411, 815,000 §$30, 400, 198, 642.00 $26, 773, 347,000 $26, 767, 135, 756. 48

investments in federally sponsored

agency obligations:
Participation certificates:

Federal Assets Liquidation

Trust — Government Na-

:@onal Mortgage Associa-

ion:

5.10-percent, 1987_._____ 50, 000, 000 50, 000, 000. 00 50, 000, 000 50, 000, 600. 00
5.20-percent, 1982.______ 100, 000, 000 100, 000, 000. GO 100, 000, 000 100, 000, 000. 00

Federal Assets Financing

Trust — Government Na-

:ional Mortgage Associa-

ion:

6.05-percent, 1988______ 65, 000, 000 64, 886, 250. 64 65, 000, 000 64, 898, 438. 20
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, 00 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

federally sponsored
agency obligations. . 555, 000, 000 554, 886, 250.64 558, 000, 000 554, 898, 438. 20
Total investments_._.._ 30, 966, 815, 000 30, 955, 084, 892.64 27,328, 347,000 27, 317, 094, 194.68
Undisbursed balances. ... .. aeeiaeos 23,179,467.85 .. . ... 425,741,973, 22

Total assets. . ..o ____ 30,978,264,360.49 __ . . ... 27,742, 846, 167.90

1 Par value, plus unamortized premium, less discount outstanding.

The net decrease in the par value of the investments owned by the
fund during fiscal year 1979 amounted to $3,638 million. New securi-
ties at a total par value of $97,887 million were acquired during the
fiscal year through the investment of receipts and the reinvestment of
funds made available from the redemption of securities. The par value
of securities redeemed during the fiscal year was $101,525 million.
Included in these amounts are $88,979 million in certificates of
indebtedness that were acquired, and $86,368 million in certificates of
indebtedness that were redeemed, within the fiscal year.

The effective annual rate of interest earned by the assests of the
OASI trust fund during the 12 months ending on June 30, 1979 was
7.4 percent. (This period is used because interest on special issues is
paid semiannually on June 30 and December 31.) The interest rate on
special issues purchased by the trust fund in June 1979 was 8% percent,
payable semiannually. The special issues purchased by the trust fund
1 June 1979, at the interest rate of 8% percent, included $1,273 million
in Treasury bonds maturing in 1994. Although the interest rate on
bonds is generally limited to 4% percent by the provisions of 31 U.S.C.
752, amendments to these provisions authorize the issuance of bonds
at rates of interest exceeding 4% percent, subject to certain restrictions.
Public Law 92-5, enacted March 17, 1971, amended the provisions to
authorize the issuance to the public and to Government accounts of
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up to a total of $10 billion in bonds at rates of interest exceeding 4}
percent. Public Law 93-53, enacted July 1, 1973, further amended the
provisions of 31 U.S.C. 752 by (1) removing the $10 billion limitation
on the aggregate face amount of such bonds that may be issued and
(2) limiting the amount of such bonds that may be held by the public
at any one time to $10 billion.

Section 201(d) of the Social Security Act provides that the public-
debt obligations issued for purchase by the OASI and DI trust funds
shall have maturities fixed with due regard for the needs of the funds.
Under this section, the general practice is 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, the OASI trust fund held $14,577 million in special
issues (bonds) at the end of September 1979 that were distributed in
equal amounts of about $2,015 million maturing in each of the years
1988-1992 and in smaller amounts maturing in 1987, 1993 and 1994
(table 6). The investment operations of the fund in fiscal years 1978
and earlier are described in the 1979 and earlier annual reports.

B. DisasiLity INsuranceE Trust Funp

A statement of the income and disbursements of the Federal
Disability Insurance Trust Fund during fiscal year 1979 and of the
assets of the fund at the beginning and end of the fiscal year is pre-
sented in table 7. Comparable amounts for fiscal year 1978 are also
shown in the table.

TABLE 7.—STATEMENT OF OPERATIONS OF THE DISABILITY INSURANCE TRUST FUND DURING FISCAL YEARS
: 1978 AND 1979

[In thousands]

Fiscal year Fiscal {ear
1978 979

Total assets of the trust fund, beginning of year...______.__________________________ 34,243,131 $4, 371, 652
Receipts:
Contributions:
Appropriations_ ... __________________________________________. 11,142,746 13, 356, 868
Deposits arising from State agreements_______._______________________. 1, 312, 550 1,474,907
Gross contributions_ .. ... .. _________ . __ . _______ 12, 455, 296 14,831, 775
Less payment into the Treasury for contributions subject to refund. - 50, 900 82,032
Net contributions. ... _______________ __ . _________ ... 12, 404, 396 14,749,743
Reimbursement from general fund of the Treasury for costs of:
Noncontributory credits for military service. . ... ______________________ 128, 000 141, 663
Noncontributory credits for persons interned during World War 11 at places
operated for the internment of U.S. citizens of Japanese ancestry...____ 3
Interest:
Interestoninvestments. ... _______________.______________________ 249,289 303, 226
Interest on amounts of interfund transfers due to adjustment in allocation
of administrative expenses and construction costs_____________________ 1,959 1,027

Interest on amounts transferred from the old-age and survivors insurance
trust fund due to adjustment in allocation of costs of vocational rehabili-

tationservices__________________________ ... 139 404
Totalinterest. .ol 251, 387 304, 657
Total receipts . 12,783,786 15, 196, 063

See footnotes at end of table,
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TABLE 7.—STATEMENT OF OPERATIONS OF THE DISABILITY INSURANCE TRUST FUND DURING FISCAL YEARS
1978 AND 1979—Continued

[In thousands}

Fiscal {;;g Fiscal {;%

Disbursements:

Benefit payments._ . e e $12, 213, 895 $13, 428, 454
Transfer to railroad retirement account. . .. .. - 29,797 29,906
Payment for costs of vocational rehabilitation services for disabled beneficiaries:
For the current fiscal year__________ . . . ______ . 84,693 83,536
Less transfer from the old-age and survivors insurance trust fund due to
adjustment in allocation of costs for prior periods______..._..______.__ 354 4,650
Total payment for costs of vocational rehabilitation services..__________ 84,339 78, 886
Administrative expenses: .
Department of Health, Education and Welfare. ... ... _. 337,222 385, 295
Treasury Department . ____ .. _____... 18, 588 20,123
Construction of facilities for Social Security Administration . ,614 235

Expenses of the Department of Health, Education and Welfare for adminis-
tration of vocational rehabilitation program for disabled beneficiaries....__ 550 538
Interfund transfers due to adjustment in allocation of administrative ex-

N8BS 2 e o e e —m e —eee—eoo o —30, 646 129

Interfund transfers due to adjustment in allocation of costs of construction2.. —-75 458

Gross administrative expenses___._____________. ... 327,254 406,778

Less receipts from sales of supplies, materials, ete.____..__.___________. 20 21

Net administrative expenses. .. ... oo 327,234 406, 758

Total disbursements. . - ..o e 12, 655, 265 13, 944, 003

Net addition to the trust fund. .. o 128, 521 1, 252, 059

Total assets of the trust fund, end of year_ . o 4,371,652 5,623,711

t Includes gifts amounting to §159.60 during fiscal year 1978 and $281.10 during fiscal year 1979, .
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

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

The total assets of the DI trust fund amounted to $4,372 million on
September 30, 1978. During fiscal year 1979, total receipts amounted
to $15,196 million and total disbursements were $13,944 million. The
assets of the trust fund thus increased $1,252 million during the year
to a total of $5,624 million on September 30, 1979.

Included in total receipts were $13,357 million representing con-
tributions appropriated to the fund and $1,475 million representing
amounts received by the Secretary of the Treasury in accordance with
State coverage agreements and deposited in the fund. As an offset,
$82 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 contributions on wages in excess of the
statutory maximum earnings base.

Net contributions amounted to $14,750 million, an increase of
18.9 percent over the amount for the preceding fiscal year. The increase
is accounted for, in part, by the same factors, insofar as they apply to
contributions of the DI trust fund, that accounted for the increase
in contributions to the OASI trust fund (described in the preceding
section). Part of this growth also resulted from the increase In the
contribution rate for employees and employers, each, which was
allocated to finance the DI program—from 0.575 percent to 0.775

64-202 O - 80 - 4
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percent—that became effective on January 1, 1978. Although such
Increase in the contribution rate became effective in 1978, it was not
in effect during all of fiscal year 1978. The increase in net contributions
would have been larger had it not been for the decrease in the con-
tribution rate for employees and employers, each, from 0.775 percent
to 0.750 percent that became effective on January 1, 1979.

In addition, the trust fund received $142 million in December 1978
from the general fund of the Treasury, as reimbursement for the costs
of noncontributory credits for military service. Of this amount, $92
million was reimbursed in accordance with section 217(g) and $50
million was reimbursed in accordance with section 229(b), as de-
scribed in the preceding section.

The remaining $305 million of receipts consisted of interest on
the investments of the fund, plus interest on amounts of interfund
* transfers.

Of the $13,944 million in total disbursements, $13,428 million was
for benefit payments, an increase of 9.9 percent over the corresponding
amount paid in fiscal year 1978. This increase is accounted for by the
same factors insofar as they apply to disabled-worker beneficiaries
and their dependents, that resulted in the increase in benefit payments
from the OASI trust fund as described in the preceding section.

Provisions governing the financial interchanges between the rail-
road retirement account and the DI trust fund are similar to those
referred to in the preceding section relating to the OASI trust fund.
The determination made as of September 30, 1978 required that a
transfer of $28,600,000 be made from the DI trust fund to the rail-
road retirement account. A total amount of $29,906,000 was trans-
ferred to the railroad retirement account in June 1979, including
interest to the date of transfer amounting to $1,306,000.

The remaining disbursements amounted to $407 million for net
administrative expenses and $79 million for the costs 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.

As stated in an earlier section, the total amount of funds that may
be made available in a fiscal year for payment for the costs of voca-
tional rehabilitation services may not exceed a specified percentage
of the benefits certified for payment in the preceding fiscal year from
the OASI and DI trust funds to disabled persons receiving benefits
because of their disability. This statutory limitation on the amounts
to be made available was 1)4 percent in fiscal years 1974 and later.
Beginning with payments for fiscal year 1977, the funds made avail-
able for vocational rehabilitation costs are further curtailed by limi-
tations in the Budget of the United States for each year. The data
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presented below show the relationship between the total amount of
payments for the costs of such rehabilitation services for each fiscal
period during fiscal years 1975-79 and the corresponding amount of
benefits paid in the prior fiscal period from the trust funds to disabled
beneficiaries.

Estimated amount Payments for costs

Amount of pay- of benefit payments of rehabilitation
ments for costs of in preceding fiscal  services as a per-
rehabilitation  year to disabled cent of preceding

Fiscal year to which costs of rehabilitation . services! _ beneficiaries year's benefit
services are charged (in thousands) (in thousands) payments
$75, 434 $5, 533, 493 1.36

120, 514 8, 824, 547 1.37

87,079 8,547,410 1.02

93, 229 9, 986, 069 .93

45, 627 10,967, 760 .42

1 The amounts shown represent the expenditures incurred for a fiscal year and differ from amounts actually 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 revision. .

2 The amount of payments for costs of rehabilitation services represents the total amount for the 15-month period July
1975 through September 1976, The estimated amount of benefit payments to disabled beneficiaries represents total
payments during the corresponding earlier 15-month Eeriod July 1974 through September 1975,

3 The estimated amount of benefit payments to disabled beneficiaries represents total payments during the preceding
12-month period October 1975 through September 1976,

At the end of fiscal year 1979, some 4.8 million persons were re-
ceiving monthly benefits from the DI trust fund. The distribution of
benefit payments in fiscal years 1978 and 1979, by type of beneficiary,
is shown in table 8.

TABLE 8.—ESTIMATED DISTRIBUTION OF BENEFIT PAYMENTS FROM THE DISABILITY INSURANCE TRUST FUND,
BY TYPE OF BENEFICIARY, FISCAL YEARS 1978 AND 1979

[Amounts in millions)

Fiscal year 1978 Fiscal year 1979
Percent Percent
Amount of total Amount of total
Total. e $12,214 100 $13,428 100
Disabled workers. __ _____ . . o __ 10,071 82 11,090 83
Wives and husbands. 531 4 572 4
Children_ . ..o [ 1,612 13 1,766 13

Note: Totals do not necessarily equal the sum of rounded components,

The assets of the fund at the end of fiscal year 1979 totaled $5,624
million, consisting of $5,581 million in the form of obligations of the
U.S. Government and an undisbursed balance of $43 million. Table 9
shows a comparison of the total assets of the fund and their distribution
at the end of fiscal years 1978 and 1979.
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TABLE 9.—ASSETS OF THE DISABILITY INSURANCE TRUST FUND, BY TYPE, AT THE END OF FISCAL YEARS 1978

AND 1979
September 30, 1978 September 30, 1979
Par value Book value! Par value Book value !
Investments in public-debt obligations:
Public issues:
Treasury notes:
6-percent, 1978___ ______ $2, 000, 000 $2,000,126.46 ________ . ... ...
Treasury bonds:
3z-percent, 1990___ ____ 10, 500, 000 10, 186, 435. 55 $10, 500, 000 $10, 214,103, 11
315-percent, 1998 5, 000, 000 4,790, 992, 55 5, 000, 000 4 801 399. 55
4-percent, 1980___ 30, 250, 000 30, 248, 886. 44 30, 250, 000 30, 249, 657. 12
4l4-percent, 1989-94__ __ 68, 400, 000 67, 880, 966. 91 68, 400, 000 67,914, 273.75
Al4-percent, 1975-85__ __ 20, 795, 000 20, 785, 298. 54 20, 795, 000 20,786, 772. 02
414 -percent, 1987-92__ __ 80, 800, 000 80, 879, 743. 80 80, 800, 000 80, 870, 716. 32
63¢-percent, 1984___ 15, 000, 000 15,032, 099. 32 15, 000, 000 15, 026, 674. 00
714-percent, 1988-93__ __ 26, 500, 000 25,927, 644, 56 26, 500, 000 25, 966, 014. 68
754-percent, 2002-07__ __ 10, 000, 000 9,994, 411. 22 10, 000, 000 9,994, 607. 78
8-percent, 1996=2001__. . 26, 00u, 000 25,974, 590. 98 26, 000, 000 25,975, 703. 74
814-percent, 2000-05__ __ 3,750, 000 3,731,717.33 3, 750, 000 3,732, 402. 89
Total investments in
public issues___ ____ 298,995,000 297, 432,913.66 296, 995, 000 295, 532, 324. 96
Obligations sold only to this fund
(special issues):
Certificates of indebtedness:
814 percent, 1979___ ____ 1,232, 000,000 1,232,000,000.00 . _______________________._____.__
8 é) percent, 1980. - 1, 631,773,000 1,531,773, 000. 00
onds:
7%4-percent, 1986___ ____ 5, 830, 000 5, 830, 000. 00 5, 830, 000 5, 830, 000. 00
714-percent, 1987_ 5, 831, 000 5, 831, 000. 00 5, 831, 000 5, 831, 000, 00
74%-percent, 1988_ 5, 831, 000 5, 831, 000, 00 5, 831, 000 5 831 000. 00
71g-percent, 198 5, 831, 000 5, 831, 000, 00 5, 831, 000 5, 831, 000. 00
734-percent, 199/ 5, 831, 000 5, 831, 000. 00 5, 831, 000 5, 831 000. 00
714-percent, 5, 831, 000 5, 831, 000, 00 5, 831, 000 5, 831, 000. 00
714-percent, 274, 851, 000 274, 851, 000. 00 274, 851, 000 274, 851, 000. 00
734-percent, 198 84, 338, 000 84, 338, 000. 00 84,338, 000 84, 338, 000. 00
734-percent, 198 84, 338, 000 84, 338, 000. 00 84, 338, 000 84, 338, 000.00
734-percent, 198 84, 337, 000 84, 337, 000. 00 84, 337, 000 84,337,000.00
7/ -percent, 1989_ 84,337, 000 84, 337, 000. 00 84, 337, 000 84,337,000.00
73/ -percent, 1990 206, 000,000 206, 000, 000. 00 206, 000, 000 206, 000, 000. 00
734-percent, 1986___ ____ 63, 020, 000 63, 020, 000. 00 63, 020, 000 63, 020, 000, 00
7Vs-percent, 1987 _______ 63, 019, 000 63, 019, 000. 00 63, 019, 000 63,019, 000. 00
7V4-percent, 1988 ___ __ 63, 020, 000 63, 020, 000. 00 63, 020, 000 63, 020, 000. 00
73%-percent, 1989_______ 63, 020, 000 63, 020, 000, 00 63, 020, 000 63, 020, 000. 00
714-percent, 1990_______ 63, 020, 000 63, 020, 000. 00 63, 020, 000 63, 020, 000. 00
714-percent, 1991___ ___ 269,020,000 269, 020, 000. 00 269, 020, 000 269, 020, 000. 00
754-percent, 1985 32,529, 000 32,529, 000. 00 32,529, 000 32, 529, 000. 00
754-percent, 1986 121, 663, 000 121, 663, 000, 00 121, 663, 000 121, 663, 000. 00
754-percent, 1987_ 121,663,000 121,663, 000.00 121, 663, 000 121, 663, 000. 00
754-percent, 1988 __ 121,663,000 121, 663, 000, 00 121, 663, 000 121, 663, 000. 00
75¢-percent, 1989__ 121,663,000 121,663, 000. 00 121,663,000 . 121, 663, 000. 00
814-percent, 1983__ 173,182,000  173,182,000.00 __.__.__.______.__ . ______________
814-percent, 1984 __ 241,389,000 241, 389, 000.00 146, 558, 000 146, 558, 000. 00
814-percent, 1985_ 208, 860,000 208, 860, 000. 00 208, 860, 000 208, 860, 000. 00
814-percent, 1993__ 241,389,000 241, 389, 000. 00 241, 389, 000 241, 389, 000. 00
834-percent, 1983__ 21, 816, 000 00. 00

192, 718, 000 192, 718, 000. 00
97, 887, 000 97, 887, 000. 00
64, 425, 000 64, 425, 000. 00
64, 425, 000 64, 425, 000. 00
64, 425, 000 64, 425, 000. 00
64, 425, 000 64, 425, 000. 00
64, 425, 000 64, 425, 000. 00
64, 425, 000 64, 425, 000. 00

83{-percent, 1992__ 64, 425, 000 64, 425, 000. 00

8/-percent 1993__ 97, 887, 000 97, 887, 000. 00

834-percent, 1994 __ __ . 339 277 000 339, 277, 000. 00

Total obligations sold
only to this fund
(special issues). ____ 4,053, 306, 000 4, 053, 306, 000. 00 5, 285,626,000 5, 285, 626, 000. 00

Total investments in
ublic-debt obliga-

8/-percent 1984 __
884-percent, 1985__
834-percent, 1986__
834-percent, 1987__
8/-percent 1988
834-percent, 1989_ _
834-percent, 1990__
83-percent, 1991 __

fons_ . ____________ 4,352, 301,000 4,350,738, 913.66 5,582,621,000 5,581, 158, 324.96
Undisbursed balances_________________________________ 20,912,860.12 ____________.______ 42,552, 853.65
Totalassets.. ... ____ _______ 4,371,651,773.78 __._ ... . _______ 5,623,711,178.61

! Par value, plus unamortized premium, less discount outstanding.
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The net increase in the par value of the investments owned by the
fund during the fiscal year amounted to $1,230 million. New securities
at a total par value of $17,769 million were acquired during the fiscal
year through the investment of receipts and the reinvestment of funds
made available from the redemption of securities. The par value of
securities redeemed during the year was $16,538 million. Included in
these amounts are $15,233 million in certificates of indebtedness that
were acquired, and $14,933 million in certificates of indebtedness that
were redeemed, within the fiscal year.

The effective annual rate of interest earned by the assets of the DI
trust fund during the 12 months ending on June 30, 1979 was 7.9
percent. The interest rate on public-debt obligations issued for pur-
chase by the trust fund in June 1979 was 8% percent, payable
semiannually.

The investment policy and practices described in the preceding
section concerning the OASI trust fund apply equally to investments
of the assets of the DI trust fund.

VII. ACTUARIAL COST PROJECTIONS

The actuarial cost projections that appear in this report are based on
the assumption that the present statutory provisions and regulations
affecting the OASDI program will not change during the projection
period. The projections include the effect of the Disability Amend-
ments of 1980 which were enacted in June.

Section 201(c) of the Social Security Act requires that the Board of
Trustees report annually to the Congress on the operations and status
of the OASI and DI trust funds during preceding fiscal year and on the
expected operations and status of those trust funds during the ensuing
5 fiscal years. Such information for the fiscal year that ended Septem-
ber 30, 1979 is presented in the preceding section of this report. Such
information for fiscal years 1980-84 is presented later in this section.

Section 201(c) of the Social Security Act also requires that the
annual report of the Board of Trustees include “a statement of the
actuarial status of the trust funds.” Such statements have customarily
been made for the medium-range period (25 years) and the long-range
period (75 years), each period commencing with the year of the
1ssuance of the report.

Basic to the discussion of the medium-range or long-range actuarial
status of either trust fund is the concept of expenditures as a percent-
age of taxable payroll. The expenditures include benefit payments,
administrative expenses, net transfers under the financial interchange
between the OASDI trust funds and the railroad retirement account
and payments for vocational rehabilitation services for disabled
beneficiaries. The taxable payroll consists of the total earnings which
are subject to social security taxes. These earnings are adjusted to
reflect the lower effective contribution rates which apply to self-
employment income, tips and multiple-employer ‘‘excess wages.”
With this adjustment, the expenditures divided by the taxable payroll
and expressed as a percentage can be compared directly to the com-
bined employer-employee tax rate in the law. )

Over the medium-range and long-range periods, the actuarial status
of the trust funds is measured by the actuarial balance, which is the
difference between the average of the tax rates scheduled in the law
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