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SOCIAL SECURITY AMENDMENTS IN PUBLIC LAW 92-603

By Albert Rettig and Orlo R. Nichols
Office of the Actuary

The Social Security Amendments in Pub-
lic Law 92-836, passed on June 30, 1972,
provided for a 20% increase in Social Secur-
ity benefits effective for September 1972—
first reflected in the October 3, 1972 checks.
These amendments increased the taxable
earnings base to $10,800 in 1973, and to
$12,000 in 1974. Both the benefits and the
taxable earnings base were made subject to
automatic increases based on the CPI and
average earnings, respectively.

On October 30, 1972, President Nixon
signed into law H.R. 1 (Public Law 92-603),
the Social Security Amendments of 1972,
The benefit changes in Public Law 92-603
are effective for monthly benefits after De-
cember 1972,

This Note consists of two parts. The first
part discusses the benefits, contributions,
and maximum taxable earnings, and presents
various illustrative tables. The second part
discusses a precise formula for the Primary
Insurance Amount (PIA), and provides a
computer program for its calculation.

No discussion is presented in this Note
regarding the effect of the automatic in-
creases in benefits and in the earnings base
as provided for in the legislation which
could become operative for years after 1974.
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Tables 1A and 1B show the amount of
monthly family benefits payable under the
0Old-Age, Survivors, and Disability Insurance
(OASDI) System to various types of families
for each possible average monthly wage
(AMW). The monthly benefit for each kind
of beneficiary is determined as the appro-
priate percentage as specified in the law of
the Primary Insurance Amount (PIA). The
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PIA, which is part of the benefit table in the
law, is based approximately on the following
formula:

108.01 percent of the first $110 of AMW

plus,

39.29 percent of the next $290 of AMW

plus,

86.71 percent of the next $150 of AMW

plus,

438.15 percent of the next $100 of AMW

plus,

24.00 percent of the next $100 of AMW

plus,

20.00 percent of the next $250 of AMW;

subject to a minimum PIA of $84.50.

The above PIA is payable to workers who
retire at age 65 or who become disabled be-
fore age 65. Workers can receive a delayed
retirement increment of 1/12 of 1 percent for
each month for which they do not receive
a benefit beginning with the month of at-
tainment of age 65 or after December 1970,
if later, and before the month of attainment
of age 72. Retired workers can receive re-
tirement benefits as early as age 62 subject
to a permanent reduction of 5/9 of 1 percent
of the PIA, for each month under age 65 for
which they are entitled to receive benefits.
At age 62 the monthly benefits are equivalent
to 80 percent of PIA. The amount of this re-
duction (or of any other reduction) is
rounded to the next lower multiple of 10
cents, if it iz not an exact multiple of 10
cents.

Wives (or dependent husbands) of retired
workers are eligible to receive benefits
equivalent to 50 percent of PIA if they start
receiving them at age 65 or later. These
benefits, which can be claimed as early as
age 62, are subject to a permanent reduction



of 25/36 of 1 percent for each month in
which they are elected before age 65. At
age 62 the monthly benefits are equivalent
to 3714 percent of PIA. No reduction applies
in the case of a wife who is caring for a
child entitled to benefits unless the child
is a student beneficiary.

Each dependent unmarried child of a
retired, disabled or deceased worker, under
age 18 or student beneficiary (full-time stu-
dent to the end of the semester in which he
attains age 22) or a disabled child beneficiary
who is over age 18 and who became disabled
before age 22, is eligible for monthly bene-
fits equivalent to 50 percent of his parent’s
PIA in the case of retired or disabled work-
ers or 75 percent of his parent’s PIA in the
case of deceased workers.

Widows (or dependent widowers) of de-
ceased workers are eligible for benefits
equivalent to 100 percent of PIA if they
start receiving them at age 65 or later and

if their husbands (or wives) did not receive:

reduced retirement benefits. Reduced bene-
fits are payable as early as age 60 and for
widows or widowers who are disabled as
early as age 50. These benefits, if claimed at
ages 60-64, are subject to a permanent re-
duction of 19/40 of 1 percent for each month
before age 65 that the widow or widower
claims benefits. For ages under 60, the re-
duction is equivalent to 43/240 of 1 percent
for each month. However, widows or widow-
ers aged 62 or over, of spouses who were
receiving reduced benefits are entitled to the
larger of (a) the amount that the spouse was
receiving or (b) 82.5 percent of PIA, except
that a sole survivor aged 62 or over is en-
titled to a benefit of at least $84.50. A widow
who is caring for a child beneficiary (other
than a student beneficiary) is eligible for a
benefit of 75 percent of PIA. A parent of a
deceased worker aged 62 and over is eligible
to receive a benefit equivalent to 82.5% of the
deceased worker’s PIA if there is only one
parent or 75% to each parent if there are
{wo parents.

The lump-sum death payment payable
upon the primary beneficiary’s death is
3 x PIA or $255, whichever is less.

The maximum family benefit (MFB) is
based approximately on the following

formula:

For AMW’s under $628 the MFB is
equivalent to, 105.60 percent of the first
$436 of AMW, plus 52.80 percent of the
next $191 of AMW; subject to a min-
imum of 150 percent of PIA.

For AMW’s of $628 or more, the MFB
is 1.75 times PIA. As shown in Table
2, the MFB increases from 150 percent
of PIA at the low AMW’s, to a maximum
of 188 percent of PIA at $436 of AMW,
and then decreases to 175 percent of
PIA for AMW’s of $628 or more.

In determining the amount of the monthly
family benefits that are payable, it is first
necessary to compute separately the benefit
for each entitled beneficiary in the family,
rounding each benefit to the next higher

. multiple of 10 cents, if it is not an exact

multiple of 10 cents. The individual benefits
are then added to arrive at a total family
amount. However, if this total family amount
is greater than the maximum family benefit
shown in the benefit table, the amount paid
to each beneficiary (excluding the worker)
must be reduced proportionately, again-
rounding to the next higher multiple of 10
cents.

Table 3 shows the effective earnings base
and contribution rates for employee, em-
ployer, and self-employed for the OASDHI
System for years 1973 and 1974. Table 4
shows the effective maximum contributions
that would be paid by a worker.

The maximum PIA shown in the beneﬁt
table has been increased to $404.50 a month,
payable on the basis of an AMW of $1000.
This max:mum cannot be attained for a few
years. In the case of old-age benefits, the
maximum payable to an individual who re-
tires at age 65 in the near future, with no
period of disability, is shown in Table 5.

Individuals who continue to work after
becoming entitled to benefits will have these
benefits automatically recomputed each year
to take into account earnings in the previous
year.

A special minimum monthly benefit is pay-
able to long-term workers. The benefit is
equivalent to $8.50 for each year of covered
employment in excess of 10 with a maximum
of $170 per month for 30 or more years.



The amount of permissible annual earn-
ings for retired workers, their dependents or
survivors, all under age 72, for which no
benefits are withheld is $2,100. For all earn-
ings over $2,100, monthly benefits are re-
duced $1 for each $2 of earnings. This ex-
empt earnings amount of $2,100 will be
adjusted after 1974 for increases in average
earnings.
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Computer Program For Primary
Insurance Amount'
The primary insurance amount (PIA) for
every possible value of average monthly wage

* For previous law program, see Actuarial Note Num- :
ber 75, October 1971,

is shown in the benefit table contained in the
Social Security Act. While the benefit table
is sometimes described in terms of a simple
benefit formula (see Part I of this Note),
such approximate formula does not exactly
reproduce the amounts that appear in the
table.

In order to reproduce the exact amounts
in the benefit table using a computer routine,
the more complex formula shown in Table
6 was derived. This formula is the basis of
the computer program shown in Table 7.
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Table 2

RELATIONSHIPS AMONG AMW, PIA, AND MFB
FOR SELECTED AMW’S

PIA as % MFB as % MPFB as %
AMW of AMW of PIA of AMW
$ 76 111 150 167
100 109 150 163
150 90 150 134
200 T 150 116
250 70 153 107
300 64 164 106
350 61 174 106
400 58 182 106
436 56 188 : 106
450 56 187 104
500 54 183 99
550 52 181 95
600 52 177 91
650 51 175 89
700 49 175 86
750 47 175 83
800 46 175 80
850 44 175 Yl
900 43 175 75
950 42 175 73
1000 40 175 71
Table 3

EFFECTIVE EARNINGS BASE AND CONTRIBUTION RATE
PUBLIC LAW 92-603

Calendar Annual Contribution rate (percent)
Year Earnings Employer and employee
Base each Self-employed
Total OASDI HI Total 0ASDI _HI
1973 $10,800 5.85 4.85 1.0 8.0 7.0 1.0
1974 12,000 5.85 4.85 1.0 8.0 7.0 1.0
Table 4

EFFECTIVE MAXIMUM CONTRIBUTION

Calendar Employer and employee
Year each Self-employed
Total QASHI HI Total 0ASDI HI
1973 $631.80 $523.80 $108.00 $864.00 $756.00 $108.00
1974 702.00 582.00 120.00 960.00 840.00 120.00
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Average
monthly
wage First computation Adjustment Successive multipliers
$ 76 or
under $ 84.50 —_ 1.00
77-94 745 4+ .Bbw Round 1.13, 1.15, 1.10, 1.20
95-110 .b885w Round 1.07, 1.18, 1.15, 1.10, 1.20
111403 41.195 4+ .214w Round 1.07, 1.13, 1.15, 1.10, 1.20
404--552 50.195 4+ .2l4w Round 1.13, 1.15, 1.10, 1.20
553 240.30 —_ 1.20
554-651 33.233 - .2843w Round 1.15, 1.10, 1.20
652 275.80 — 1.20
653656 276.60 — 1.20
657-750 14540 - 2w Round;
Add $.40 1.20
751-1000 204.30 -+ 2w Round;
Add $.50 1.00

Legend: w = average monthly wage

Table 5

OLD-AGE BENEFIT PAYABLE TO INDIVIDUALS
WHO RETIRE AT AGE 65 WITH MAXIMUM
AVERAGE MONTHLY WAGE ATTAINABLE*

Year of Monthly Old-Age
Attainment Benefit Payable Under
P.L. 92-603
At Age 65 Man* Woman 3
1973 $266.10 $276.40
1974 274.60 284.90

* Based on retirement at beginning of year.
2 With maximum creditable earnings in all years after 1955.
 With maximum creditable earnings in all years after 1958.

Table 6

A PRECISE FORMULA FOR PRIMARY INSURANCE AMOUNT

UNDER BENEFIT TABLE IN P.L. 92-336

fol .
“Round” denoted that the preceding value as follows

For an AMW of $84, the calculations are

is rounded to the nearest multiple of $1 (1) $ 7.45 + .55(84) = 53.65, rounded
to 54,

if it is not a multiple of $1.

The successive multipliers are applied to @ 2?%{8?“‘13) -
the adjusted amount (or product of ad-  (3) $61.10(1.15) =
justed amount and ratio) in the order 70.30.
shown. Each product is raised, before the (4) $70.30(1.10)
next ratio is applied, to the next higher 77.40.

61.020,
70.265,
77.330,

multiple of $.10 if it is not a multiple of  (5) §77.40(1.20) = 92.880,
92.90,

$.10 (for example, $.105 is raised to $.20).

rounded to
rounded to
rounded to

rounded to



Table 7

FORTRAN V PROGRAM FOR CALCULATION OF EXACT VALUES
OF THE PRIMARY INSURANCE AMOUNTS IN PUBLIC LAW 92-336

PARAMETER N1=11

PARAMETER N2 =6

PARAMETER N3 =925

DIMENSION A(N1), X(N1), Z(N1), AMWL(N1), AMWH(N1), SMUL(N2), PIA(N3),
IAMW(N3), M(N1)

199 FORMAT (T8, ‘AMW’, T8, ‘PIA’//)
200 FORMAT (T2, F5.0, F7.2)

105

110

111

112

113

100

50

DATA (A(I), I=1, N1)/84.5, 7.45, 0., 41.195, 50.195,
1240.3, 33.233, 275.8, 276.6, 145.40, 204.30/

DATA (X(I), I=1, N1)/0, .55, .5885, .214, .214, 0., .2843, 0., 0., .2, .2/
DATA (Z(1),1=1, N1)/9*0., .4, .5/

DATA (AMWL(I), I=1, N1)/76., 77., 95., 111., 404,,
1553., 554., 652., 653., 657., T51./

DATA (AMWH(I), I =1, N1)/76., 94., 110., 403., 552., 553.
1,651., 652., 656., 750., 100./

DATA (SMUL(I), I =1, N2)/1.07, 1.13, 1.15, 1.10, 1.20, 1.00/
DATA (M(I),I1=1, N1)/5,2,1,1,2,5,3,5,5,5, 6/
AMW (1) = AMWL (1)

PIA (1) = A(1)

DO 100 I =2, N3

AMW (I) = AMW (I—1) + 1.

I=1

IF (AMW(I) .LE.AMWH (J)) TO TO 110

J=J4+1

GO TO 105

PIA (I) =A (J) + X (J) *AMW ()

IF (AMWL (J) — AMWH (J)), 113,

IF (J. EQ. 9) GO TO 113

IF (AMOD (PIA (I), 1.) — .49999) 111, 112, 112
PIA (I) = PIA (I) — AMOD (PIA (I),1.)

GO TO 118

PIA (I) = PIA (I) + 1. — AMOD (PIA(I), 1.)

PIA (I) = PIA (I) + Z (J)

K=M (J)

CALL SERIES

CONTINUE

WRITE (6, 199)

WRITE (6, 200) (AMW (1), PIA (I), I=1, N3)
SUBROUTINE SERIES

DIMENSION P (N3), P100 (N3)

DObBOL =X, N2

P (I) = PIA (I) *SMUL (L)

CALL ROUND (P, P100, PIA, I)

CONTINUE

RETURN

SUBROUTINE ROUND (X, X100, XB, I)
DIMENSION X (N3), X100 (N8), XB (N3)

Q =— .499

X100 (I) = X (I) *100.

IF (AMOD (X100 (I), 10.)) 3, 2, 3

IF (AMOD (X100 (I),10.) — Q) 2,1, 1

XB (I) = X (I)
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RETURN

1 XB (I) =X (I) +.10 —- AMOD (X100(I), 10.)/100.
RETURN
END
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