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L OVERVIEW 

A INTRODUCTION 

The Old-Age, Survivors, and Disability Insurance (OASDI) program 
in the United States provides protection against the loss of earnings 
due to retirement, death, or disability. The OASDI program consists of 
two separate parts which pay monthly benefits to workers and their 
families—Old-Age and Survivors Insurance (OASI) and Disability 
Insurance (DI). Under OASI, monthly benefits are paid to retired 
workers and their families and to survivors of deceased workers. 
Under DI, monthly benefits are paid to disabled workers and their 
families. 

The Board of Trustees is established under the Social Security Act to 
oversee the financial operations of the Federal Old-Age and Survivors 
Insurance Trust Fund and the Federal Disability Insurance Trust 
Fund. The Board is composed of six members, four of whom serve 
automatically by virtue of their positions in the Federal Government: 
the Secretary of the Treasury, who is the Managing Trustee, the Sec­
retary of Labor, the Secretary of Health and Human Services, and the 
Commissioner of Social Security. The other two members are 
appointed by the President and confirmed by the Senate to serve as 
public representatives: Stephen G. Kellison and Marilyn Moon are 
currently serving 4-year terms that began on July 20, 1995. 

The Social Security Act requires that the Board, among other duties, 
report annually to the Congress on the financial and actuarial status 
of the OASI and DI Trust Funds. This annual report, for 1996, is the 
56th such report. 
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B. ADVISORY COUNCIL 

The provisions of the Social Security Act prior to enactment of Public 
Law 103-296 required the appointment of an Advisory Council every 4 
years to examine issues affecting the OASDI program as well as the 
Medicare program. The Secretary of Health and Human Services on 
June 9, 1994, announced the appointment of an Advisory Council on 
Social Security under the provisions of section 706 of the Social Secu­
rity Act which were in effect prior to the enactment of the Social Secu­
rity Independence and Program Improvements Act of 1994 (Public 
Law 103-296) on August 15, 1994. Under the provisions of Public Law 
103-296, this is the last Advisory Council to be appointed. 

The Council is composed of a Chair and 12 members representing 
employers and employees, self-employed persons, and the public. The 
Council is focusing on the OASDI program. Among the areas the Sec­
retary has specifically asked the Council to examine is Social Security 
financing. The Council has been charged with developing recommen­
dations for improving the long-range financial status of the OASDI 
program. 

The Council convened a Technical Panel on Assumptions and Methods 
to review the assumptions and methodology used to project the future 
financial status of the OASDI program, including, i f necessary, mea­
sures of the financial soundness of the program: A Technical Panel on 
Trends and Issues in Retirement Saving was also convened by the 
Council to help analyze the relative roles of the public and private sec­
tors in providing retirement income. 

The Council is expected to provide a report to the Secretary in 1996. 
The Council's final report wil l then be transmitted by the Secretary to 
the Congress and to the Board of Trustees. 
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C. HIGHLIGHTS 

The more important developments since the 1995 Annual Report was 
issued are shown below: 

• During calendar year 1995, OASDI benefits amounting to $332.6 
billion were paid to retired and disabled workers and their fami­
lies, and to survivors of deceased workers. 

• The number of persons receiving monthly OASDI benefits at the 
end of December 1995 was 43.4 million. 

• In 1995, an estimated 141 million people worked in jobs covered 
by the OASDI program and paid OASDI contributions on their 
earnings. 

• Income to the combined OASI and DI Trust Funds amounted to 
$399.5 billion in calendar year 1995, and expenditures were 
$339.8 billion. The assets of the combined funds, therefore, 
increased by $59.7 billion, from $436:4 billion at the end of 
December 1994 to $496.1 billion at the end of December 1995. 

• Assets at the beginning of the year, as a percentage of expendi­
tures during the year, increased from 128 percent at the begin­
ning of 1995 to an estimated 140 percent at the beginning of 
1996, for the combined OASI and DI Trust Funds. 

• Interest earnings on the invested assets of the combined OASI 
and DI Trust Funds were $35.0 billion in calendar year 1995. 
This represented an effective annual interest rate of 7.8 percent, 
earned by the combined assets during calendar year 1995. Dur­
ing the same period, the average interest rate on new securities 
purchased by the trust funds was 6.9 percent. 

• Administrative expenses for the OASDI program were $3.1 bil­
lion in calendar year 1995, or about 0.9 percent of benefit pay­
ments in the year. 

• An automatic benefit increase of 2.6 percent became effective for 
December 1995. The OASDI contribution and benefit base was 
increased from $61,200 for 1995, to $62,700 for 1996. 
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The major findings of this report are summarized below: 

• In the short range (i.e., the next 10 years) the combined assets of 
the OASI and DI Trust Funds are expected to increase from the 
current level of $496.1 billion at the end of calendar year 1995, or 
140 percent of estimated expenditures in 1996, to $1,276 billion, 
or 221 percent of annual expenditures, at the beginning of the 
year 2005, based on the intermediate assumptions. 

• ' The assets of the OASI Trust Fund are expected to increase rap­
idly during the next 10 years, from 148 percent of annual expen­
ditures at the beginning of 1996 to about 239 percent of annual 
expenditures at the beginning of the year 2005, based on the 
intermediate assumptions. 

• The assets of the DI Trust Fund are expected to increase rapidly 
for most of the next 10 years, rising from 83 percent of annual 
expenditures at the beginning of 1996 to 136 percent of annual 
expenditures at the beginning of 2002, based on the intermediate 
assumptions. While the assets of the fund, in nominal dollars, 
continue to grow during the entire short-range period consisting 
of the next 10 years, assets relative to annual expenditures begin 
to decline in 2002, becoming 127 percent at the beginning of 
2005. 

• In the short range, the combined OASI and DI Trust Funds, as 
well as each fund separately, are adequately financed and meet 
the short-range test for financial adequacy. 

• The assets of the combined OASI and DI Trust Funds are 
expected to continue growing over most of the next 25 years, 
based on the intermediate assumptions. By the end of 2018, the 
assets are estimated to reach $2.87 trillion, in nominal dollars. 
The assets are then estimated to decline to $2.83 trillion 2 years 
later, at the end of the 25-year period. 

• In the long range (i.e., the next 75 years) the difference between 
the summarized income and cost rates for the OASDI program is 
a deficit of 2.19 percent of taxable payroll based on the intermedi­
ate assumptions, slightly larger than the difference of 2.17 per­
cent in last year's report. The assets of the combined OASI and 
DI Trust Funds are estimated to be depleted under present law in 
2029 based on the intermediate assumptions. At that time, the 
estimates indicate that annual tax revenues would be sufficient 
to cover 77 percent of annual expenditures. 
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On a combined basis, the OASDI program is not in "close actuar­
ial balance" over the next 75 years. In addition, the individual 
OASI and DI Trust Funds are not in close actuarial balance. 
These results are the same as those shown in the 1995 Annual 
Report. 

Income from OASDI payroll taxes will remain at a constant rate 
of 12.4 percent of taxable payroll. Adding the OASDI income from 
the taxation of benefits to the income from payroll taxes currently 
yields a total "income rate" of 12.6 percent. This total income rate 
is estimated to increase gradually to 13.3 percent of taxable pay­
roll by the end of the 75-year projection period based on the inter­
mediate assumptions, as the number of beneficiaries with benefit 
amounts subject to taxation rises in the future. 

OASDI expenditures for benefit payments and administrative 
expenses currently represent about 11.6 percent of taxable pay­
roll. These expenditures are estimated to remain below tax reve­
nues until 2012, based on the intermediate assumptions. With 
the retirement of the "baby-boom" generation starting in about 
2010, OASDI costs will increase rapidly relative to the taxable 
earnings of workers. By the end of the 75-year projection period, 
the OASDI cost rate is estimated to reach 18.8 percent under the 
intermediate assumptions, resulting in an annual deficit of about 
5.5 percent. Annual tax revenue would be sufficient to cover only 
71 percent of annual expenditures at the end of the 75-year 
period. 

The cost of the OASDI program is estimated to rise from its cur­
rent level of 4.7 percent of gross domestic product (GDP) to 6.6 
percent of GDP by the end of the 75-year projection period, and 
the annual deficit is estimated to be 1.9 percent of GDP at the 
end of the 75-year projection period. 

Under the intermediate assumptions, the excess of OASDI tax 
revenues over expenditures until 2012, together with interest 
earnings on the trust funds, wil l result in a rapid accumulation of 
assets for the combined OASI and DI Trust Funds during this 
period. However, total income is estimated to fall short of expen­
ditures beginning in 2019 and continuing thereafter, under the 
intermediate assumptions. In this circumstance, trust fund 
assets would be redeemed to cover the difference until the assets 
are exhausted in 2029. 
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The DI Trust Fund is expected to increase until 2007, and then to 
decline steadily until its assets are exhausted in 2015. Because 
DI program growth has fluctuated widely in the past, it is essen­
tial that the program's future experience be monitored closely 
and that action be taken to address the DI Trust Fund's actuarial 
imbalance. 

The assets of the OASI Trust Fund are expected to increase until 
2021, and then to decline until they are exhausted in 2031. 
Because the OASI program is not in close actuarial balance, the 
long-range deficit of the OASI Trust Fund should be addressed. It 
is important to address this problem soon to allow time for phas­
ing in any necessary changes and for workers to adjust their 
retirement plans to take account of those changes. There is ample 
time to discuss and examine alternative solutions with delibera­
tion and care. The size of the long-range deficit is such that long-
range balance could be restored within the framework of the 
present Social Security structure. The magnitude of the changes 
in the current program wil l be minimized i f they are enacted 
soon. 
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D. TRUST FUND FINANCIAL OPERATIONS 

The various sources of income to the OASDI program, and categories 
of expenditures, can be illustrated by reference to the actual transac­
tions during calendar year 1995. Table I . D l summarizes these trans­
actions. 

Table I.Dl.—Summary of OASDI Trust Fund Operations 

Amount In calendar year 1995 (in billions) 
Type ol income or expenditure OASI DI OASDI 

Total income S342.8 $56 7 3399.5 

Payroll taxes. . . 304.6 54.4 359 0 
Taxation ol benefits 5.5 .3 5.8 
Interest 32.8 2.2 35.0 
Transfers Irom general lund ol the Treasury. . . -.1 -.2 -.3 

Total expenditures 297.8 42.1 339.8 

Benefit payments 291.6 40.9 332.6 
Railroad Retirement financial interchange . . . . 4.1 .1 4.1 
Administrative expenses 2A 1 1 3.1 

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

1. Income 

Most OASDI income consists of the taxes paid by employees, employ­
ers, and the self-employed on earnings covered by the OASDI pro­
gram. These taxes (also called contributions) represent a portion of 
the payroll taxes collected under the Federal Insurance Contributions 
Act (FICA) and the Self-Employment Contributions Act (SECA). The 
balance of the FICA and SECA contributions are used to finance the 
Hospital Insurance (HI) program, commonly referred to as "Part A" of 
Medicare. The taxes for the OASDI program are paid on earnings up 
to a specified maximum annual amount (the "contribution and benefit 
base"), $62,700 for 1996. Prior to 1994, HI taxes were also paid on 
earnings up to a maximum amount each year but are now paid on 
total covered earnings, without limitation. Table I.D2 shows the allo­
cation of the FICA and SECA tax rates by program for 1996. 

Table I.D2.—Tax Rates for 1996 

OASI DI OASDI HI 

Total tor 
OASDI 
and HI 

Tax rate for employees and em­
ployers, each (in percent) . . . 

Tax rate lor self-employed per­
sons (in percent) 

5.26 

10.52 

0.94 

1.88 

6.20 

12.40 

1.45 

2.90 

7 65 

15.30 

The tax rates for OASDI and for HI are not scheduled to change from 
their current values under present law. The maximum amount of 
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earnings subject to OASDI taxes increases automatically each year, 
based on the increase in the average wage for all workers. In calendar 
year 1995, OASDI payroll tax income amounted to $359.0 billion, rep­
resenting 90 percent of the total income received under the OASDI 
program during the year 

Beneficiaries whose "adjusted gross income" exceeds certain threshold 
amounts must pay income taxes on up to 85 percent of their annual 
OASDI benefits. The income tax revenue that results from taxing up 
to 50 percent of those benefits, together with taxes withheld from the 
benefits paid to nonresident aliens, is credited to the OASI and DI 
Trust Funds and totaled $5.8 billion in 1995. (The additional tax reve­
nue that results from taxing up to 85 percent of benefits is credited to 
the HI Trust Fund.) 

The final source of income to the trust funds is from interest on the 
invested assets of the funds. By law, these investments must be in 
interest-bearing securities of the U.S. Government or in securities 
guaranteed by the United States. Interest from investments in 1995 
amounted to $35.0 billion. As an offset to income, $0.3 billion was 
transferred from the OASI and DI Trust Funds to the general fund of 
the Treasury to adjust past reimbursements for the cost of noncontrib­
utory wage credits for military service prior to 1957. 

2. Expenditures 

In 1995, benefit payments totaling $332.6 billion were made to retired 
and disabled workers and their families, and to survivors of deceased 
workers. Such payments represent 98 percent of all expenditures by 
the OASDI program. An additional $4.1 billion was transferred from 
the OASI and DI Trust Funds to the Railroad Retirement program in 
1995, under provisions of the law requiring a financial interchange 
between the two programs. The cost of administering the OASDI pro­
gram in 1995 was $3.1 billion, or about 0.9 percent of total benefits 
paid during the year. 

3. Trust Fund Assets 

In 1995, total income was $399.5 billion and total expenditures were 
$339.8 billion. The assets of the OASI and DI Trust Funds therefore 
increased by a net total of $59.7 billion during the year, from $436.4 
billion to $496.1 billion. The invested assets of the trust funds are 
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backed by the full faith and credit of the U.S. Government, in the 
same way as other public-debt obligations of the United States. 

When program income exceeds expenditures, the trust fund serves as 
a vehicle to help fund a portion of the program's accruing financial 
obligations in advance. In particular, as invested assets continue to 
increase over the next 20 to 30 years, interest earnings wil l become a 
larger share of total trust fund income. In 1995, interest income to the 
combined OASI and DI Trust Funds represented 8.8 percent of total 
OASDI income. On a combined basis, interest income in 2005 would 
represent an estimated 12.5 percent of total income. 

Conversely, i f income to a trust fund is inadequate to defray expendi­
tures, the fund's assets serve as a contingency reserve to cover the 
shortfall temporarily For example, the expenditures of the DI Trust 
Fund exceeded income to the fund for most of 1994 (prior to enact­
ment of the OASDI tax rate reallocation), necessitating a redemption 
of assets to cover the difference. In the event of recurring shortfalls, 
the availability of trust fund assets allows time for the enactment and 
implementation of legislation to restore financial stability to the pro­
gram. 



Overview 

E. INTRODUCTION TO ACTUARIAL ESTIMATES 

The financial and actuarial status of the OASDI program is tradition­
ally evaluated for both short range (the next 10 years) and long range 
(the next 75 years) periods. The various income and expenditure 
items described in the previous section are estimated separately, and 
then combined to form estimates of the future level of trust fund 
assets. • 

A period of 75 years is used to evaluate the long-range actuarial sta­
tus of the program in order to obtain the ful l range of financial com­
mitments that wil l be incurred on behalf of all current program 
participants. For example, a group of workers now entering the labor 
force at age 22 wil l work and pay OASDI taxes for the next 45 years 
before reaching age 67. At age 67, those surviving may retire and 
begin to receive ful l benefits (i.e., not reduced for early retirement). 
Some of them may live and receive benefits for more than 30 years. 
Thus, a 75-year projection period will include the entire working and 
retired life span of the great majority of workers now contributing to 
the program, as well as those now receiving benefits. . 

Because of the inherent uncertainty in estimates for as long as 75 
years into the future, projections are shown in this report under three 
alternative sets of assumptions regarding future economic and demo­
graphic trends. Designated as alternatives I , I I , and I I I , these sets 
range from low cost (alternative 1) to high cost (alternative 111), with 
alternative I I representing the set of intermediate cost assumptions. 
The low cost set is more optimistic from the standpoint of OASDI 
financing and the high cost set is more pessimistic. In the tables in 
this report, the intermediate estimates, which the Board of Trustees 
regard as their "best estimates," wil l be shown first followed by the 
low cost and high cost estimates. 

From the estimated income, e.xpenditure, and asset amounts, a num­
ber of different measures are calculated for use in evaluating the 
financial status of the program. Because of the difficulty in comparing 
dollar values for different periods, these measures are generally based 
on relative scales (although financial operations in nominal and infla­
tion-adjusted dollar amounts are also available). These relative mea­
sures include (1) the annual amounts of future income and outgo as a 
percentage of the amount of earnings subject to the OASDI payroll 
tax, (2) the annual differences between these income and outgo fig­
ures, and (3) summarized values representing these figures over vari­
ous periods. The level of trust fund assets relative to annual 
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expenditures and the year in which the trust fund is projected to be 
exhausted are also presented as additional measures for evaluating 
the financial status of the program. Careful review of these measures 
provides a reasonably complete picture of the financial outlook for the 
OASDI program. 

The program is also subject to two explicit tests of financial status 
(see section II.F)—a short-range test and a long-range test. The pur­
pose of these tdsts is to provide objective criteria for determining 
whether or not the projected financial status of the OASDI program is 
considered satisfactory in each time period. The tests help highlight 
the need for corrective action when they are not met. 

As usually required in the analysis of any complex subject, these sum­
mary tests should be considered in conjunction with a full under­
standing of the year-by-year patterns, trends, and other financial 
characteristics rjvealed by the underlying actuarial projections. 

11 
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F. ECONOMIC AND DEMOGRAPHIC ASSUMPTIONS 

Actual future income from OASDI payroll taxes and other sources, 
and actual future expenditures for benefits and administrative 
expenses, wil l depend upon a large number of factors: the size and 
composition of the population that is receiving benefits, the level of 
benefit amounts, the size and characteristics of the work force covered 
under OASDI, and the level of workers' earnings. These factors will 
depend in turn upon future marriage and divorce rates, birth rates, 
death rates, migration rates, labor force participation and unemploy­
ment rates, disability incidence and termination rates, retirement age 
patterns, productivity gains, wage increases, cost-of-living increases, 
and many other economic and demographic circumstances affecting 
the OASDI program. 

While i t is reasonable to assume that actual trust fund experience will 
fall within the range defined by the three alternative sets of assump­
tions used in this report, no definite assurance can be given that this 
will occur because of the uncertainty inherent in projections of this 
type and length. In general, a greater degree of confidence can be 
placed in the assumptions and estimates for the earlier years than for 
the later years. Nonetheless, even for the earlier years, the estimates 
are only an indication of the expected trend and general range of 
future program experience. 

The assumptions vary, in most cases, from year to year during the 
first 5 to 25 years before reaching their ultimate values for the 
remainder of the 75-year projection period. The following table sum­
marizes the ultimate values assumed for the key economic and demo­
graphic factors underlying the actuarial estimates shown in this 
report. These ultimate values apply for years after 2020, with the 
exception of life expectancy, which is assumed to continue improving 
throughout the projection period. 

Table I . F L — Ultimate Economic and Demographic Assumptions 

Ultimate assumptions Intermediate Low Cost High Cost 

Annual percentage change in: 
Average wage in covered employment 5 0 4 5 5 5 
Consumer Price Index (CPI) 4_0_ 3_0_ 5.0 

Real-wage differential (percent) 1.0 1.5 0.5 
Unemployment rate (percent) 6.0 5.0 7.0 
Annual interest rate (percent) 6.3 6.0 6.5 
Total terlilily rate (children per woman) 19 2.2 16 
Life expectancy at birth in 2070 (combined average 

for men and women, in years) 81 2 78 3 85.1 
Annual net immigration (in thousands) 900.0 1.150.0 750 0 
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Economic and Demographic Assumptions 

These key assumptions for this report are quite similar to the 
assumptions used in the 1995 report. The only significant change in 
any of the ultimate economic or demographic assumptions is an 
increase in the assumed ultimate rates of mortality improvement for 
ages under 65. The rate of improvement for the non-elderly was 
increased to be gri^ater than the rate assumed for the elderly, which is 
consistent with experience throughout this century. An additional 
change was made in the distribution of annual net immigration. The 
net number of o;her-than-legal immigrants assumed to enter the 
Social Security ai ea population each year was increased by 50,000, 
while the net number of legal immigrants was decreased by 50,000. 
These changes are consistent with estimates based on recent data 
from the Immigration and Naturalization Service (INS). Under the 
intermediate assu mptions, the ultimate assumed level of net annual 
immigration of 9C0,000 is the combination of 600,000 net legal immi­
grants per year and 300,000 net other-than-legal immigrants per 
year. 

Revisions of other economic and demographic assumptions for the 
early years of the projection period, based on data collected since the 
1995 report, had little effect in the long range, with tha exception of 
changes in the level of wages and self-employment income reported in 
the National Income and Product Accounts (NIPA) for 1994 and later. 
Lower levels of v/ages and self-employment income result in lower 
estimated amouni;s of OASDI taxable payroll throughout the 75-year 
projection period. 

These assumptio:as reflect a careful assessment of past data and 
future prospects. No major changes in ultimate economic or demo­
graphic assumptions, other than those made for immigration, were 
deemed necessarj to ensure that the financial projections continue to 
be based on a plausible range of economic and demographic condi­
tions. Other changes in assumptions and methods reflected in the 
estimates in this report are discussed in section II.F. 

Recent and expected future changes in the calculation of the CPI by 
the Bureau of Labor Statistics and recent changes in the methodology 
used in measuring real GDP growth by the Bureau of Economic Anal­
ysis were not reflected in the development of assumptions for this 
report. The analysis that must be undertaken to fully incorporate the 
implications of these changes, including particularly the magnitude of 
the effect of each .;hange and the e.xtent to which their separate effects 
may be offsetting, wil l be completed in time to make any necessary 
adjustments in ndxt year's report. . 
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G. SHORT-RANGE ACTUARIAL ESTIMATES 

The financial status of the OASDI program during the next 10 years 
(1996-2005) is measured by the estimated level of trust fund assets. 
Because of inflation, economic growth, and growth in the OASDI pro­
gram, asset levels expressed in nominal dollar amounts are not com­
parable over long periods of time. For this reason, i t is more 
informative to consider a relative measure of the program's financial 
condition. 

For example, OASDI assets at the beginning of calendar year 1996 
amounted to $496 billion, while assets at the beginning of 1960 were 
$22 billion. The asset level in 1996 would be sufficient to cover 
roughly 17 months of expenditures in the absence of other income. 
Assets in 1960, although much smaller in nominal dollars, could have 
covered about 22 months of expenditures and thus represented a 
somewhat stronger contingency reserve. 

The ratio of trust fund assets at the beginning of a year to expendi­
tures during the year is termed the "trust fund ratio." This ratio 
serves as the primary measure of the fund's financial adequacy in the 
short range. I t is also used when applying an explicit test of short-
range financial adequacy. 

1. OASI Trust Fund 

Figure l .G l presents historical trust fund ratios for the OASI Trust 
Fund in 1985-95 and estimated ratios for 1996-2005 based on the 
alternative sets of assumptions. 

As shown in figure I .Gl , the OASI trust fund ratio is estimated to 
increase from 148 percent at the beginning of 1996 to 239 percent by 
2005, based on the intermediate (alternative II) assumptions. The 
ratio is also estimated to increase during the next 10 years under the 
low cost (alternative I) assumptions. However, under the high cost 
(alternative III) assumptions the ratio is estimated to level off and 
then decline slightly after 2001. Because OASI assets are estimated to 
exceed 100 percent of annual expenditures throughout the next 10 
years, the OASI Trust Fund meets the requirements of the Trustees' 
formal test of short-range financial adequacy. (This test is described in 
detail in the section entitled "Actuarial Estimates" later in this 
report.) Thus, the financing scheduled under present law for the OASI 
Trust Fund is considered fully adequate to meet future expenditures 
over this period and to provide for an adequate contingency reserve. 
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Figure I .Gl.—OASI Trust Fund Ratios 
(Assets as a percentage ol annual expenditures] 
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2. DI Trust Fund 

As described in the 1995 Annual Report, legislation enacted in 1994 
provided additional financing to the DI Trust Fund through a reallo­
cation of a portion of the OASI tax rate. Largely as a result of this 
additional revenue, the DI Trust Fund now appears to be adequately 
financed for the immediate future. As shown in figure I.G2, the DI 
trust fund ratio is estimated to increase from 83 percent at the begin­
ning of 1996 to 127 percent by 2005, based on the intermediate (alter­
native 11) assumptions. Because DI assets are estimated to reach the 
level of 1 year's expenditures at the beginning of 1997 and remain 
above that level in 1998 and later, the DI Trust Fund meets the 
requirements of the Trustees' formal test of short-range financial ade­
quacy under the intermediate cost assumptions. 

However, as also shown in figure I.G2, under the high cost assump­
tions, not only dotis DI fail to meet the short-range test of financial 
adequacy, the DI Trust Fund is projected to be exhausted near the end 
of the short-range projection period. This situation is similar to projec­
tions made for the 1995 Annual Report. 
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Figure I.G2.—DI Trust Fund Ratios 
[Assets as a percentage of annual expenditures] 
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3. OASI and DI Trust Funds, Combined 

Figure 1.G3 summarizes the trust fund ratio for the OASI and DI 
Trust Funds, combined, in the recent past and estimates for the next 
10 years. 
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Figure I.G3.—Trust Fund Ratios for OASI and DI Trust Funds, Combined 
{Assets as a percentage of annual expenditures] 
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As shown, the trust fund ratio for OASI and DI on a combined basis is 
estimated to increase from 140 percent at the beginning of 1996 to 
221 percent by 2C05, based on the intermediate assumptions. While 
the ratio would also increase throughout the 10-year period based on 
the low cost assumptions, i t would begin to decline after the ye&r 2000 
under the high cost assumptions (but would remain above 100 percent 
throughout the short-range period). Because the trust fund ratio for 
the combined funds is estimated to remain above 100 percent under 
the intermediate a.ssumptions, the combined funds meet the short-
range test of financial adequacy. 
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H. LONG-RANGE ACTUARIAL ESTIMATES 

The long-range financial estimates provided in this section generally 
relate to the OASI and DI Trust Funds on a combined basis. However, 
as the OASI and DI programs are legally separate, a final assessment 
of the financial status of these funds must be provided on a separate 
basis, as is done later in this section. More detailed estimates for 
these trust funds, both separately and combined, can be found in sec­
tion II.F2 of this report. 

Each year estimates of the financial and actuarial status of the 
OASDI program are prepared for the next 75 years. Although finan­
cial estimates for periods as long as 75 years are inherently uncertain, 
the results can provide valuable information for use by policymakers. 
In particular, such estimates can indicate whether the program—as 
seen from today's vantage point—is considered to be in satisfactory 
financial condition. 

As mentioned previously, a number of different measures are useful in 
evaluating the financial status of the trust funds over the ne.xt 75 
years. In addition to the actuarial balance and the trust fund ratio, 
emphasis is placed on the relationship between the levels of future tax 
income and future expenditures for each year (relative to the amount 
of earnings subject to the OASDI payroll tax). The year-by-year pat­
terns of this relationship are of particular interest. 

In addition to the presentation of long-range estimates, a specific test 
of the program's long-range financial status is applied. This test is 
referred to as the test for long-range "close actuarial balance." 

1. Annual Income Rates, Cost Rates, and Balances 

Figure I . H I compares past and estimated future OASDI income (from 
payroll taxes on covered earnings and income taxes on OASDI bene­
fits) with OASDI expenditures (for benefits and administrative 
expenses). Included are historical data for the past 11 calendar years 
(1985-95) and estimates for the 75-year long-range projection period 
(1996-2070) under the three alternative sets of assumptions. These 
income and expenditure amounts are shown relative to the earnings 
in covered employment that are taxable under the OASDI program— 
referred to as "taxable payroll." The ratio of tax income (including 
both payroll taxes and income from taxation of benefits) to taxable 
payroll is called the "income rate" and the ratio of expenditures to tax­
able payroll is the "cost rate." 
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Figurii I.HI.—OASDI Income Rates and Cost Rates 
(As a percenlage of taxable payroll] 
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For calendar year 1996, the income rate for the OASDI program is 
estimated to be about 12.63 percent of taxable payroll. This rate is 
made up of the corabined tax rate payable by employees and employ­
ers, 12.40 percent, plus the revenue from the income taxation of 
OASDI benefits, eciuivalent to 0.23 percent of taxable payroll. Since 
OASDI payroll tas rates are not scheduled to change in the future 
under present law, payroll tax income as a percentage of taxable pay­
roll remains constant at about 12.40 percent. Income from the taxa­
tion of benefits wi' 1 gradually increase, primarily because a greater 
proportion of beneliciaries wil l become subject to taxation. Thus, the 
income rate is projected to increase somewhat from its current level, 
reaching about 13.32 percent of taxable payroll by the year 2070. The 
income rate projection shown in figure I . H I is based on the intermedi­
ate set of assumptions (alternative II) only; the projections under the 
low cost and high cost sets of assumptions (alternatives I and I I I , 
respectively) are very similar 

As figure I . H I indicates, the pattern followed by the estimated cost 
rates is much different. Costs as a percentage of taxable payroll are 
estimated to rise slowly for about 15 years (or to decline slowly, in the 
case of alternative I) and then to increase rapidly for about the next 
20 years. Thereafter, cost rates are estimated to grow less rapidly (or 

19 



Overview 

to decline somewhat, in the case of alternative I). By the year 2070 
the cost rate is estimated to have reached 13.12 percent, 18.83 per­
cent, and 28.02 percent under alternatives I , I I , and I I I , respectively. 

The primary reason that the estimated OASDI cost rate increases 
rapidly after about 2010 is that the number of beneficiaries is pro­
jected to increase more rapidly than the number of covered workers. 
B.ecause the cost rate expresses expenditures (primarily payments to 
beneficiaries) as a percentage of taxable payroll (the taxable earnings 
of covered workers), there is a close relationship between the demo­
graphic characteristics of the population and the OASDI cost rate. 

Figure I.H2 shows the estimated number of covered workers per 
OASDI beneficiary. In 1995, there were about 3.3 workers for every 
beneficiary. As indicated, this ratio is expected to decline substantially 
in the future under all three sets of assumptions. The most rapid 
decline will occur as the relatively large number of persons born dur­
ing the "baby boom" (from the end of World War I I through the mid-
1960s) reaches retirement age and begdns to receive benefits. At the 
same time, the relatively small number of persons born during the 
subsequent period of low fertility rates will comprise the labor force. 
Between 2030 and 2050, the number of workers per beneficiary is rel­
atively stable as the "baby-boom" generation diminishes in size. After 
the year 2050, this ratio will continue to decline at a slower pace for 
the intermediate and high cost projections, reflecting the increasing 
numbers of beneficiaries due to assumed increases in life expectancy. 
Based on the low cost assumptions, a slow increase in this ratio is pro­
jected to occur after 2050. By the end of the 75-year projection period, 
the number of workers per beneficiary is projected to decline to 2.4, 
1.8, and 1.3 under the low cost (alternative I), intermediate (alterna­
tive II), and high cost (alternative III) assumptions, respectively. 
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Figure I.H2.—Number of Workers Per Beneficiary 
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The difference between the income rate and the cost rate in a given 
year is referred to as the "annual balance" for that year The esti­
mated pattern of the OASDI annual balance depends significantly on 
the economic and demographic conditions assumed to occur in the 
future. Income rates are estimated to exceed cost rates until 2021, 
2012, and 2000, under alternatives I , I I , and I I I , respectively, result­
ing in positive annual balances. Thereafter, under the intermediate 
assumptions, the annual deficit would rise rapidly, reaching 2 percent 
of taxable payroll by 2020 and 5.51 percent in the year 2070. Under 
alternative I , a temporary period of deficits in excess of 1 percent of 
tfixable payroll (from 2027 through 2036) would be followed by a 
return to relatively small deficits lasting throughout the remainder of 
the projection period. Under adverse conditions, as assumed in alter­
native I I I , the deficit would grow very rapidly, to over 14 percent of 
taxable payroll by the year 2070. 

2. Summarized Income Rates, Cost Rates, and Balances 

It is useful to consider the income and cost rates on a summarized 
basis over the three 25-year subperiods that make up the 75-year pro­
jection period. For this purpose, the annual income rates are summa­
rized by calculating the present value of future tax income for the 
subperiod in question, and expressing it as a |)ercentage of the 
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present value of future taxable payroll for that subperiod. ("Present 
values" are used in financial analysis to calculate the lump-sum 
equivalent value, at a particular point in time, of a series of future 
amounts or transactions. See the Glossary for additional information.) 
Similarly, a summarized cost rate is calculated, based on the present 
value of future expenditures as a percentage of the present value of 
future taxable payroll. The following table shows these summarized 
amounts for the OASDI program for the three 25-year subperiods. 

Table I.HI.—OASDI Income and Cost Rates for 25-year Periods 

. Income rate Cost rale Balance 
Intermediate: 

1996-2020 12.74 12 63 O i l 
2021-2045 13 10 16.89 -3 79 
2046-2070 1326 18 11 -4 86 

Low Cost: 
1996-2020 12.70 n 24 1 45 
2021-2045 12.97 13.86 -89 
2046-2070 13,02 13 27 - 25 

High Cost: 
1996-2020 12.78 14.15 -1 37 
2021-2045 13.27 20 51 -7 24 
2046-2070 13£l 25 28 -11.67 

A surplus is shown under the intermediate alternative I I assumptions 
for the first subperiod only; thereafter, the program is projected to 
experience substantial deficits, for the reasons outlined previously. 
Under the low cost alternative I assumptions, summarized tax income 
would exceed summarized costs for the first 25-year subperiod only, 
with deficits diminishing to relatively low levels in the third sub-
period. (The less favorable outlook for the second subperiod occurs 
under the low cost assumptions because the "baby-boom" generation 
is retired essentially throughout this period, while the assumed 
higher ultimate fertility rates have not yet had their ful l effect on the 
estimated numbers of workers. ) I f the high cost conditions of alterna­
tive I I I are experienced, substantial deficits would occur for all three 
subperiods. 

To assess the overall financial balance for the long range, it is custom­
ary to calculate summarized income rates and cost rates for the ful l 
75-year period. For this purpose, summarized income and cost rates 
are calculated on a present-value basis, as before. In addition, the 
summarized income rate is augmented by the value of trust fund 
assets on hand at the beginning of the period. Similarly, the summa­
rized cost rate is adjusted to include the additional cost of accumulat­
ing trust fund assets at the end of the period equal to 100 percent of 
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the following year's expenditures. The results of this calculation are 
shown in the following table. 

Table I.H2.—OASDI Income and Cost Rates for TS-Year Period 

Income rate Cost rate Balance 
Intermediate: 

1996-2070 
Low Cost: 

15.52 -2 19 

1996-2070 
Higti Cost. 

12.73 .46 

1996-2070. . . 19.16 -5 67 

The difference between the summarized income and cost rates is 
called the "actuarial balance" and ranges from a surplus of 0.46 per­
cent of taxable payroll under the low cost assumptions to a deficit of 
5.67 percent under the high cost assumptions. Based on the interme­
diate assumptions, an actuarial deficit of 2.19 percent is projected, 
representing the difference between the summarized income rate of 
13.33 percent and the corresponding cost rate of 15.52 percent. 

The estimated actuarial deficit is slightly larger than the correspond­
ing deficit of 2.17 percent of payroll in last year's report. I f the only 
change for this year's report were to change the long-range valuation 
period from 1995-2069 to 1996-2070, the deficit for this year's report 
would have risen to 2.25 percent of payroll. However, there were a 
number of other changes that, in net, largely offset the effect of the 
change in valuation period. The effect of the changes in the projection 
methods alone was to reduce the deficit by 0.14 percent of payroll. See 
section II.F2g for complete details on the change in actuarial balance 
from last year's report. 

The size of the actuarial balance for any period represents a measure 
of the program's financial adequacy for that period. The actuarial bal­
ance can be interpreted as the amount of change which, if made to the 
payroll tax rates scheduled under present law for each year in the 
period, would bring the program into exact actuarial balance. For 
example, if the 75-year actuarial deficit of 2.19 percent under inter­
mediate assumptions were addressed by raising scheduled tax rates 
by 1.10 percent for employees and employers, each, and by 2.20 per­
cent for the self-employed, then OASDI assets at the beginning of 
1996, together with income from payroll taxes, interest, and other 
sources, would be just sufficient to meet all expenditures for the 
period and leave a trust fund level at the end of the period equal to 
about 100 percent of the following year's expenditures. Of course, 
there are numerous other changes to tax rates or benefit provisions 
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that could also result in the elimination of the long-range actuarial 
deficit. 

The 75-year actuarial balance is a convenient and widely used mea­
sure of the OASDI program's overall financial status. It is important 
to remember, however, that this summary measure reflects the com­
bined effects of several very different periods, as previously described. 
Thus, while the use of summary measures such as the actuarial bal­
ance is often convenient, such measures should not be used as a sub­
stitute for a more complete understanding of the underlying year-by-
year outlook. 

3. Trust Fund Ratios 

As noted previously, the total income of the OASDI program currently 
exceeds total expenditures by a substantial margin. As a result, the 
assets of the combined trust funds are increasing rapidly. Under the 
intermediate alternative I I assumptions, tax income is expected to 
exceed expenditures until 2012, when the cost of the program will 
have started to increase with the retirement of the "baby-boom" gen­
eration. From that point on the tax rates scheduled in present law are 
expected to be insufficient to cover program expenditures and it will 
be necessary to use interest earned by the combined OASI and DI 
Trust Funds to make up the shortfall. Total income, including interest 
earnings, is expected to exceed expenditures through about 2018. 
Thereafter, i t will be necessary to redeem assets to make up the short­
fall. If no corrective action were taken, trust fund assets would be 
exhausted by the end of 2029, after which ful l benefits would not be 
payable on a timely basis. The resulting pattern of combined OASI 
and DI assets, expressed as a percentage of annual expenditures, is 
illustrated in figure LH3 under each of the three alternative sets of 
assumptions. 
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Figure I.H3.—Trust Fund Ratios for OASI and DI Trust Funds, Combined 
[Assets as a percentage ol annual expenditures] 
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At the beginning of 1996, the combined assets of the OASI and DI 
Trust Funds represented about 140 percent of combined annual 
expenditures estimated for the year. Under alternatives I and I I , this 
ratio would increase at least until 2012. Based on the intermediate 
assumptions, assets would accumulate to a peak of 245 percent of 
expenditures in 2011, and would then decline steadily until exhaus­
tion in the year 2029. Based on the intermediate estimates in last 
year's report, the peak fund ratio for the combined funds was esti­
mated to be 269 percent and the year of exhaustion was estimated to 
be 2030. 

For OASI and DI, separately, the peak fund ratios based on the inter­
mediate assumptions are 284 and 136 percent, respectively, in this 
year's report and 311 percent and 142 percent, respectively, in last 
year's report. The reduction in the maximum fund ratio for OASI, DI, 
and the combined program results primarily from lower expected pay­
roll revenue, based on revised historical wage data (see section Il.F2g 
for details). The following table summarizes the projections in this 
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year's report for OASI, DI, and the combined trust funds under the 
three sets of assumptions for the period 1996 through 2070. 

Table I.H3.—OASDI Trust Fund Ratios 

OASI DI Comhined 

Intermediate: 
Maximum trust fund ratio (percent) 284 136 245 
Year attained 2012 2002 2011 
Year of extiaustion 2031 2015 2029 

Low Cost: 
2029 

Maximum trust fund ratio (percent) 487 1.390 479 
Year attained 2017 2070 2018 
Year of extiaustion 

High Cost: 
Maximum trust (und ratio (percent) 172 103 159 
Year attained 2001 1998 2000 
Year ol extiaustion 2020 2005 2016 

Under the low cost alternative I assumptions, the combined trust 
fund ratio roughly levels off during the retirement years of the "baby-
boom" generation, but resumes increasing by 2040, even though 
annual balances are negative. This occurs because the a.ssumed trust 
fund interest rates are high enough to offset the small annual deficits 
and still keep the trust funds growing faster than annual outgo. For 
the high cost alternative I I I , the combined trust fund is permanently 
exhausted in 2016. 

Trust fund assets are generally invested in special Treasury securities 
so that the excess of cash receipts over expenditures are borrowed 
from the trust funds by the general fund of the Treasury and used to 
help meet various Federal outlays. These securities are backed by the 
full faith and credit of the U.S. Government, the same as other public-
debt obligations of the U.S. Government. The assets of the trust funds 
can be redeemed for cash at any time i f required to meet program 
expenditures. The redemption of a Treasury security held by a trust 
fund requires that the Treasury transfer cash—(.)btained from another 
revenue source, such as income taxes or borrowing from the public— 
to the trust fund. Thus, the investment operations of the trust funds 
result in various cash flows between the trust funds and the general 
fund of the Treasury. 

Under the intermediate assumptions, the excess of OASDI income 
over outgo during the next 16 years will result in a substantial net 
cash flow from the trust funds of amounts borrowed by the general 
fund. Thereafter, this cash flow is expected to reverse; as trust fund 
securities are redeemed to meet benefit payments and other expendi­
tures, revenue from the general fund of the Treasury will be drawn 
upon to provide the necessary cash. The accumulation and subsequent 
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redemption of substantial trust fund assets has important economic 
and public policy implications that go well beyond the operation of the 
OASDI program itself Discussion of these broader issues is not 
within the scope of this report. 

4. Test of Long-Range Close Actuarial Balance 

Because the OASI and DI programs, both separately and combined, 
have actuarial deficits that are more than 5 percent of the correspond­
ing summarized cost rates over the next 75 years under the Trustees' 
intermediate (alternative II) assumptions, they do not meet the 
requirements of the Trustees' formal test for long-range close actuar­
ial balance. (This test is described in detail in section II.F entitled 
"Actuarial Estimates" later in this report.) 

27 



Overview 

L CONCLUSION 

As we have reported for the last several years, the combined OASI 
and DI Trust Funds are adequately financed over the next 10 years, 
and for many years thereafter, but the program is not in close actuar­
ial balance over the next 75 years. Thus, the combined funds meet the 
short-term solvency test under all three sets of assumptions, but not 
the long-term test. 

1. Short-term Status 

At the beginning of 1996, the combined assets of the trust funds rep­
resented 140 percent of estimated expenditures in 1996. The com­
bined funds are projected to grow during the next 10 years, and for 
many years thereafter, under both the intermediate and low cost 
assumptions. However, under the high cost assumptions, while the 
assets of the combined funds continue to grow through 2007, the trust 
fund ratio of assets to annual expenditures begins to decline in 2000. 
Both the OASI and DI Trust Funds separately meet the short-term 
solvency test. 

2. Long-term Status 

Although the combined trust funds are well financed over the next 10 
years, the OASDI program is not in close actuarial balance over the 
ful l 75-year projection period and therefore does not meet the long-
term solvency test. The estimated actuarial balance is a deficit of 2.19 
percent of taxable payroll over the next 75 years, based on the inter­
mediate assumptions. The combined OASI and DI Trust Funds would 
become exhausted in 2029 without corrective legislation. At that time, 
annual tax revenues of the combined trust funds would be less than 
expenditures by 3.87 percent of taxable earnings and would be suffi­
cient to cover only 77 percent of annual expenditures. 

The intermediate estimates indicate that the combined trust funds 
would be sufficient to enable the timely payment of benefits for the 
next 33 years. Relative to annual expenditures, the combined trust 
funds would continue to grow during the next 15 years, reaching a 
peak of about 2.4 times annual expenditures. Considering each fund 
separately, the OASI Trust Fund would have sufficient funds for the 
next 35 years, and the DI Trust Fund for the next 19 years, to enable 
timely payment of benefits. Based on the high cost assumptions, the 
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combined funds would be sufficient to enable the timely payment of 
benefits only for the next 20 years. 

For each of the next 16 years, OASDI income from contributions on 
earnings and income taxes on benefits is expected to exceed total 
expenditures. Starting in about 2010, however, OASDI costs, relative 
to taxable earnings, are expected to begin increasing rapidly as the 
"baby-boom" generation reaches retirement age. In contrast, the pro­
gram's income from contributions on taxable earnings and income 
taxes on benefits wil l remain a relatively constant percentage of tax­
able payroll. 

Therefore, the OASDI cost rate is estimated to e.xceed the income rate 
from 2012 through the end of the projection period, with the shortfall 
reaching 5.51 percent of taxable earnings by 2070, the last year of the 
75-year period. Based on the less favorable conditions assumed for the 
high cost estimates, the crossover point would be reached in 2000, and 
the shortfall would grow eventually to be 14.24 percent of taxable 
earnings by 2070. 

Although OASDI annual balances become negative in 2012 in the 
intermediate case, the availability of interest earnings results in con­
tinued trust fund growth until 2019. Because expenditures are esti­
mated to increase faster than assets, however, OASDI assets would 
decline relative to annual expenditures, from about 2.4 to about 1.9 
times annual expenditures, during the same period. 

3. Recommendations 

In view of the lack of close actuarial balance in the OASDI program 
over the next 75 years, we again urge that the long-range deficits of 
both the OASI and DI Trust Funds be addressed in a timely way 
Because the DI Trust Fund is expected to be depleted several years 
earlier than the OASI Trust Fund, and because DI program growth 
has fluctuated widely in the past, i t is essential that the DI program's 
future experience be monitored closely It is important to address both 
the OASI and DI problems soon to allow time for phasing in any nec­
essary changes and for workers to adjust their retirement plans to 
take account of those changes. We believe there is ample time to dis­
cuss and evaluate alternative solutions with deliberation and care. 
The size of the long-range deficit is such that long-range balance could 
be restored within the framework of the present program. Nonethe­
less, the magnitude of any required changes will be smaller the sooner 
they are enacted. 
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I I . ACTUARIAL ANALYSIS 

A SOCIAL SECURITY AMENDMENT: i SINCE 
THE 1995 REPORT 

Since the 1995 Annual Report was transmitted t > the Congress on 
April 3, 1995, one law affecting the OASDI progrt m in a significant 
way has been enacted. The Senior Citizens' Right tn Work Act of 1996 
(Title I of Pubhc Law 104-121, enacted into law o;i March 29, 1996) 
included a number of provisions affecting the OA. 5DI program. The 
more important provisions, from an actuarial standpoint, are 
described in the following paragraphs. 

• The annual amount of earnings exempted under the retirement 
earnings test is gradually increased to $30,000 by 2002 for benefi­
ciaries under age 70 who have reached the lormal retirement 
age, which is currently age 65. Under prio • law, the annual 
exempt amount for such beneficiaries was $11,520 for 1996. 
Under the new law, the exempt amount is $1'̂  ,500 for 1996, and 
that amount increases by $1,000 each year thr lugh 1999. For the 
years 2000-02, the new exempt amounts are $17,000, $25,000, 
and $30,000, respectively. After 2002, annu il indexing of the 
exempt amount by average wages wil l be resu ned, starting from 
the $30,000 amount for 2002. 

• Under prior law, the amount of earnings that constitutes "sub­
stantial gainful activity," in any given year, f r r persons who are 
statutorily blind was defined to be the same as the retirement 
test exempt amount, in that year, for beneficiaries between the 
normal retirement age and age 70. However, 1 inder the new law, 
the substantial gainful activity amount for statutorily blind per­
sons wil l be equal to the retirement test eximpt amount that 
would have applied under prior law to benefi( iaries between the 
normal retirement age and age 70. 

• Eligibility to disability insurance benefits is jtrohibited for indi­
viduals whose drug addiction and/or alcoholisn is a contributing 
factor material to the finding of disability. Th^s provision applies 
to individuals who file for benefits on or aftei the date of enact­
ment (March 29, 1996) and to individuals whose claims are 
finally adjudicated on or after the date of ensctment. The provi­
sion also becomes effective for current benefici iries on January 1, 
1997, after notification within 90 days following enactment. New 
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medical determinations must be completed by January 1, 1997, 
for current beneficiaries who are affected and who request a 
determination within 120 days after the date of enactment. 

• Additional funds are authorized for fiscal years 1996 through 
2002 for the purpose of conducting continuing disability reviews 
of disability insurance beneficiaries by increasing the amount of 
funds available for appropriations under the discretionary spend­
ing cap on administrative expenses. The funds made available 
under this provision are to be used, to the greatest extent practi­
cable, to maximize the combined savings to the OASDI, Supple­
mentary Security Income, Medicare, and Medicaid programs. 
The estimates in this report are based on the assumption that the 
authorized funds will be appropriated. 

• Under prior law, a stepchild was deemed to be dependent on a 
stepparent if the child were living with the stepparent or were 
receiving at least one-half support from the stepparent. The new 
law is more restrictive in that it requires a stepchild to be receiv­
ing at least one-half support from the stepparent, whether or not 
the child is living with the stepparent. This provision is effective 
for benefits of individuals who become entitled after June 1996. 
Also, i f the natural parent and the stepparent of an entitled child 
divorce, benefits to the stepchild based on the work record of the 
stepparent would terminate the month after the month in which 
the divorce becomes final. This provision is effective for final 
divorces occurring after June 1996. 

The actuarial estimates shown in this report reflect the anticipated 
effects of these changes, which are based in part on the assumptions 
noted above concerning funds authorized for continuing disability 
reviews. 
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B. DESCRIPTION OF THE TRUST FUNDS 

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

The primary receipts of these two funds are amounts appropriated to 
each of them under permanent authority on the basis of contributions 
payable by workers, their employers, and individuals with self-
employment income, in work covered by the OASDI program. All 
employees, and their employers, in covered employment are required 
to pay contributions with respect to their wages. Employees, and their 
employers, are also required to pay contributions with respect to cash 
tips, i f the individual's monthly cash tips amount to at least $20. All 
self-employed persons are required to pay contributions with respect 
to their covered net earnings from self-employment. In addition to 
paying the required employer contributions on the wages of covered 
Federal employees, the Federal Government also pays amounts equiv­
alent to the combined employer and employee contributions that 
would be paid on deemed wage credits attributable to military service 
performed after 1956 if such wage credits were covered wages. 

In general, an individual's contributions, or taxes, are computed on 
wages or net earnings from self-employment, or both wages and net 
self-employment earnings combined, up to a specified maximum 
annual amount. The contributions are determined first on the wages 
and then on any net self-employment earnings, such that the total 
does not exceed the annual maximum amount. An employee who pays 
contributions on wages in excess of the annual maximum amount 
(because of employment with two or more employers) is eligible for a 
refund of the excess employee contributions. 

The monthly benefit amount to which an individual (or his or her 
spouse and children) may become entitled under the OASDI program 
is based on the individual's taxable earnings during his or her life­
time. For almost all persons who first become eligible to receive bene­
fits in 1979 or later, the earnings used in the computation of benefits 
are indexed to reflect increases in average wage levels. 
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The contribution, or tax, rates applicable in each calendar year and 
the allocation of these rates between the OASI and DI Trust Funds 
are shown in table I I . B l . 

For 1997 and later, the rates shown in table I I . B l are those scheduled 
in present law. (The total contribution rates for the OASDI and Hospi­
tal Insurance (HI) programs combined, and for each program sepa­
rately, are shown in appendix A, table I I I .A l . ) The maximum amount 
of earnings on which OASDI contributions are payable in a year, 
which is also the maximum amount of earnings creditable in that year 
for benefit-computation purposes, is called the contribution and bene­
fit base. The contribution and benefit base for each year through 1996 
is also shown in table I I . B l . 

T a b l e I I . B 1 . — C o n t r i b u t i o n a n d B e n e f i t B a s e a n d C o n t r i b u t i o n R a t e s 

Contribution rales (percent) 

Contribution Employees and employers. 

Calendar years 

1937-49 
1950 
1951-53 
1954 
1955-56 

Uir.7-58 
1959 . . . 
1960-61 
1962 . 
1 963-65 

1966 
1967 
1968 
1969 
1970 

1971 . 
1972 
1973 
1974 
1975 

1976 
1977 
1978 
1979 
1980 

1981 
1982 
1983 
1984' 
1985' 

1986' 
1987' 
1988' 
1989' 
1990 

and benefit each Sell-employed 
base OASDI OASI DI OASDI OASI DI 

S3.000 1.000 1.000 
3.000 1.500 1.500 — — — — 
3.600 1.500 1.500 — 2.2500 2.2500 — 
3.600 2.000 2.000 — 3 OOOC 3.0000 — 
4,200 2.000 2.000 — 3.0000 3.0000 — 
4.200 2.250 2 000 0.250 3 3750 3.0000 0.3750 
4.800 2.500 2.250 .250 3.7500 3.37B0 3750 
4.800 3.000 2.750 .250 4.5000 4.1250 3750 
4.800 3.125 2.875 .250 4.7000 4.3250 3750 
4,800 3.625 3.375 .250 5.4000 5.0250 .3750 

6.600 3.850 3 500 .350 5 8000 5.2750 .5250 
6,600 3.900 3.550 .350 5 9000 5.3750 .5250 
7,800 3.800 3.325 .475 5 8000 5.0875 .7125 
7,800 4 200 3 725 475 6.3000 5.5875 7125 
7.800 4.200 3.650 .550 6.3000 5.4750 .8250 

7.800 4.600 4.050 .550 6.9000 6.0750 .8250 
9.000 4.600 4.050 .550 6.9000 6.0750 .8250 
10,800 4.850 4.300 550 7.0000 6 2050 .7950 
13,200 4.950 4.375 575 7.0000 6 1850 8150 
14,100 4.950 4.375 .575 7.0000 6.1850 .8150 

15.300 4 950 4.375 .575 7.0000 6.1850 .8150 
16.500 4.950 4 375 .575 7.0000 6.1850 .8150 
17.700 5.050 4.275 .775 7.1000 6.0100 1.0900 
22.900 5.080 4.330 750 7 0500 6 0100 1 0400 
25.900 5 080 4.520 .560 7 0500 6.2725 7775 

29.700 5.350 4 700 .650 8.0000 7.0250 .9750 
32.400 5.400 4.575 .825 8 0500 6.8125 1.2375 

• 35.700 5.400 4.775 .625 8.0500 7.1125 .9375 
37.800 5.700 5.200 .500 11.4000 10.4000 1 0000 
39.600 5.700 5.200 .500 11.4000 10.4000 1.0000 

42.000 5.700 5.200 .500 11.4000 10 4000 1 0000 
43.800 5.700 5.200 500 11.4000 10.4000 1 0000 
45.000 6.060 5.530 .530 12 1200 11.0600 . 1 0600 
48.000 6.060 5.530 .530 12.1200 11.0600 1.0600 
51,300 6.200 5 600 .600 12 4000 11.2000 1.2000 
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Table II.B1.—Contribution and Benefit Base and Contribution Rates (Cont.) 

Contribution rates (percent) 
Contribution limployees and employers. 
and benelit eacli Self-employed 

Calendar years base OASDI OASI Dt OASDI OASI DI 

1991 S53.400 6.200 5.600 0.600 12.4000 11.2000 12000 
1992 55.500 6.200 5.600 600 12 4000 112000 12000 
1993 57,600 6.200 5.600 .600 12.4000 11.2000 1 2000 
1994 60,600 6.200 5.260 .940 12.4000 10 5200 1 8800 
1995 61.200 6.200 5.260 .940 12.4000 10.5200 1.8800 

1996 62.700 6.200 5.260 .940 12.4000 10.5200 1 8800 
1997-99 {•:) 6.200 5.350 850 12 4000 10.7000 17000 
2000 and later Ĉ ) 6.200 5.300 .900 12.4000 10.6000 1 8000 

In 1984 only, an immediate credit of 0.3 percent ol taxable wages was allowed against the OASDI con­
tributions paid by employees, which resulted in an edective contribution rate of 5 4 percent. The appropri­
ations ol contributions to the trust funds, however, were based on the combined employee-employer rale 
of 11.4 percent, as if the credit for employees did not apply. Siinilar credits of 2.7 percent. 2.3 percent and 
2 0 percent were allowed against the combined OASDI and Hospital Insurance (HI) contributions on net 
earnings from self-employment in 1984, 1985. and 1986-89. respectively. Beginning in 1990. self-
employed persons are allowed a deduction, tor puiposes of computing their net earnings, equal to half of 
the combined OASDI and HI contributions ttiat would be payable witliout regard to the contribution and 
benefit base. The OASDI contribution rate is then applied to not earnings afteV this deduction but subiect 
lo the OASDI base ' 

^Subject to automatic adjustment based on increases in average wages. 

All contributions are collected by the Internal Revenue Service and 
deposited in the general fund of the Treasury The contributions are 
immediately and automatically appropriated to the trust funds on an 
estimated basis. The exact amount of contributions received is not 
known initially because the OASDI and HI contributions and individ­
ual income taxes are not separately identified in collection reports 
received by the Internal Revenue Service. Periodic adjustments are 
subsequently made to the extent that the estimates are found to differ 
from the amounts of contributions actually payable as determined 
from reported earnings. Adjustments are also made to account for any 
refunds to employees (with more than one employer) who paid contri­
butions on wages in excess of the contribution and benefit base. 

From May 1983 through November 1990, amounts representing the 
estimated total collections of OASDI contributions for each month 
were credited to the trust funds on the first day of the month. The 
"Omnibus Budget Reconciliation Act of 1990" amended the law in 
effect since 1983 to provide that such advance transfers would be used 
only i f the trust funds drop to such a low level that advance transfers 
are needed in order to pay benefits. 

Beginning in 1984, up to one-half of an individual's or couple's OASDI 
benefits was subject to Federal income taxation under certain circum­
stances. Effective for taxable years beginning after 1993, the maxi­
mum percentage of benefits subject to taxation was increased from 50 
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percent to 85 percent. The proceeds from taxation of up to 50 percent 
of benefits are credited to the OASI and DI Trust Funds in advance, 
on an estimated basis, at the beginning of each calendar quarter, with 
no reimbursement to the general fund for interest costs attributable 
to the advance transfers. (The additional tax revenues resulting from 
the increase to 85 percent are transferred to the HI Trust Fund.) Sub­
sequent adjustments are made based on the actual amounts as shown 
on annual income tax records. The amounts appropriated from the 
general fund of the Treasury are allocated to the OASI and DI Trust 
Funds on the basis of the income taxes paid on the benefits from each 
fund. (A special provision applies to benefits paid to nonresident 
aliens. Under Public Law 103-465, effective for taxable years begin­
ning after 1994, a flat-rate tax, usually 25.5 percent, is withheld from 
the benefits before they are paid and, therefore, remains in the trust 
funds. From 1984 to 1994 the flat-rate tax that was withheld was usu­
ally 15 percent.) 

Another source of income to the trust funds is interest received on 
investments held by the trust funds. That portion of each trust fund 
which, in the judgment of the Managing Trustee, is not required to 
meet current expenditures for benefits and administration is invested, 
on a daily basis, primarily in interest-bearing obligations of the U.S. 
Government (including special public-debt obligations described 
below). Investments may also be made in obligations guaranteed as to 
both principal and interest by the United States, including 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 outstanding obli­
gations at their market price. Thus, all of the investments held by the 
trust funds are backed by the ful l faith and credit of the U.S. Govern­
ment. 

The Social Security Act authorizes the issuance of special public-debt 
obligations for purchase exclusively by the trust funds. The Act pro­
vides 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 call­
able until after the expiration of 4 years from the end of such calendar 
month. These special issues are redeemable at all times at par value 
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and thus bear no risk with respect to changes in interest rates (i.e., 
principal price fluctuations). 

Income is also affected by provisions of the Social Security Act for (1) 
transfers between the general fund of the Treasury and the OASI and 
DI Trust Funds for any adjustments to prior payments for the cost 
arising from the granting of noncontributory wage credits for military 
seryice prior to 1957, according to periodic determinations made by 
the Secretary of Health and Human Services; (2) annual reimburse­
ments from the general fund of the Treasury to the OASI Trust Fund 
for any costs arising from the special monthly cash payments to cer­
tain uninsured persons—i.e., those who attained age 72 before 1968 
and who generally are not eligible for cash benefits under other provi­
sions of the OASDI program; and (3) the receipt of unconditional 
money gifts or bequests made for the benefit of the trust funds or any 
activity financed through the funds. 

The primary expenditures of the OASI and DI Trust Funds are for (1) 
OASDI benefit payments, net of any reimbursements from the gen­
eral fund of the Treasury for unnegotiated benefit checks, and (2) 
expenses incurred by the Social Security Administration, the Depart­
ment of Health and Human Services, and the Department of the Trea­
sury in administering the OASDI program and the provisions of the 
Internal Revenue Code relating to the collection of contributions. 
Such administrative expenses include expenditures for construction, 
rental and lease, or purchase of office buildings and related facilities 
for the Social Security Administration. The Social Security Act does 
not permit expenditures from the OASI and DI Trust Funds for any 
purpose not related to the payment of benefits or administrative costs 
for the OASDI program. 

The expenditures of the trust funds are also affected by (1) costs of 
vocational rehabilitation services furnished as an additional benefit to 
disabled persons receiving cash benefits because of their disabilities 
where such services contributed to their successful rehabilitation, and 
(2) the provisions of the Railroad Retirement Act which provide for a 
system of coordination and financial interchange between the Rail­
road Retirement program and the Social Security program. Under the 
latter provisions, transfers between the Railroad Retirement pro­
gram's Social Security Equivalent Benefit Account and the trust funds 
are made on an annual basis in order to place each trust fund in the 
same position in which it would have been if railroad employment had 
always been covered under Social Security. 
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The net worth of facilities and other fixed capital assets is not carried 
in the statements of the operations of the trust funds presented in this 
report. This is because the value of fixed capital assets does not repre­
sent funds available for the payment of benefits or administrative 
expenditures, and therefore is not considered in assessing the actuar­
ial status of the trust funds. 
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C. SUMMARY OF THE OPERATIONS OF THE OLD-AGE AND 
SURVIVORS INSURANCE AND DISABILITY INSURANCE 

TRUST FUNDS, FISCAL YEAR 1995 

1. Old-Age and Survivors Insurance Trust Fund 

A statement of the income and disbursements of the Federal Old-Age 
and Survivors Insurance Trust Fund in fiscal year 1995, and of the 
assets of the fund at the beginning and end of the fiscal year, is pre­
sented in table I I .C I . 

During fiscal year 1995, total receipts amounted to $326.1 billion, and 
total disbursements were $294.5 billion. The assets of the OASI Trust 
Fund thus increased by $31.6 billion during the year, to a total of 
$447.9 billion on September 30, 1995. 

Included in total receipts during fiscal year 1995 were $289.3 billion 
in payroll tax contributions appropriated to the fund. Another $0.2 
billion was received from the general fund of the Treasury represent­
ing payment for the taxes that would have been paid on estimated 
deemed wage credits for military service in 1995 if such credits had 
been considered to be covered wages. (Included in this payment are 
adjustments for revised estimates of deemed wage credits in prior 
years.) Normally, these tax receipts are offset by a transfer to the gen­
eral fund of the Treasury for the estimated amount of refunds to 
employees who worked for more than one employer during a year and 
paid contributions in excess of the contribution and benefit base. The 
transfer was delayed to October 11, 1995, after the close of fiscal year 
1995. 

Payroll tax contributions thus amounted to $289.5 billion. While tax­
able earnings increased, contributions to the OASI Trust Fund in fis­
cal year 1995 were 6.1 percent less than in the previous year because 
of the reallocation of the OASDI tax rate under Public Law 103-387. 
The rate allocated to the DI Trust Fund for 1994 through 1996 was 
increased from 0.60 percent to 0.94 percent for employees and employ­
ers, each. The tax rate allocated to DI in later years was also 
increased. The tax rate allocated to the OASI Trust Fund was reduced 
by an equal amount, so that the total OASDI tax rate remained 
unchanged. Because the new law was passed in October 1994 (after 
the start of fiscal year 1995) and required that the reallocation be 
effective retroactive to January 1, 1994, the differences in taxes 
resulting from the reallocation for the first 9 months of calendar year 
1994 were transferred to the DI Trust Fund in fiscal year 1995. This 
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resulted in the large increase in payroll tax contributions to the DI 
Trust Fund discussed in the next section. The combined payroll tax 
contributions to OASDI actually increased by 4.7 percent in fiscal 
year 1995 due to increased earnings and the increases in the contribu­
tion and benefit base that became effective on January 1 of each year 
1994 and 1995. (Table I I . B l in the preceding section shows the tax 
rates and contribution and benefit bases now in effect.) 

Income from taxation of benefits amounted to $5.1 billion, of which 
nearly 98 percent represented amounts credited to the trust funds in 
advance, on an estimated basis, together with adjustments to 1992 
transfers to account for actual experience. The remaining 2 percent of 
the total income from taxation of benefits represented amounts with­
held from the benefits paid to nonresident aliens.^ 

Special payments are made to uninsured persons who either attained 
age 72 before 1968, or who attained age 72 after 1967 and had 3 quar­
ters of coverage for each year after 1966 and before the year of attain­
ment of age 72. The costs associated with providing such payments to 
persons having fewer than 3 quarters of coverage are reimbursable 
from the general fund of the Treasury. Accordingly, a reimbursement 
of $6,994,000 was transferred to the OASI Trust Fund in fiscal year 
1995, as required by section 228 of the Social Security Act. The reim­
bursement reflected the costs of payments made in fiscal year 1993. 

The OASI Trust Fund was credited with interest totaling $31.4 billion 
which consisted of (1) interest earned on the investments of the trust 
fund, plus (2) interest on transfers between the trust fund and the 
general fund account for the Supplemental Security Income program 
due to adjustments in the allocation of administrative expenses, and 
(3) interest arising from the revised allocation of administrative 
expenses among the trust funds, less (4) interest paid to the DI Trust 
Fund on the transfer of taxes required by the reallocation of the 
OASDI tax rate retroactive to January 1, 1994. 

The remaining $54,108 of receipts consisted of gifts received under 
the provisions authorizing the deposit of money gifts or bequests in 
the trust funds. 

' Section 733 of Public Law 103-465 amended the Intemal Revenue Code to increase the taxable portion 
ol a nonresident alien's Social Security benefit from 50 percent to 85 percent, effective with benefits paid 
after December 31. 1994. This provision thus increased taxes withheld on benefits p.iid to nonresident 
aliens by 70 percent beginning in .January 1995. 
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Table II.CI.—Statement of Operations of the OASI Trust Fund During Fiscal Year 1995 
|ln thousands] 

Total assets. September 30. 1994 S416.335 276 

Receipts: 
Contributions: 

Employment taxes S289.304.0I4 
Payments from general fund of the Treasury representing 

employee-employer contributions on deemed wage credits for 
military service 224.712 
Total contributions 

Income from taxation of benefit payments: 
Withheld from benefit payments to nonresident aliens 121485 
All other, not subject to withholding 4.993!ooo 

289.528.726 

Total income from taxation of benefits 5 114 485 
Reimbursement from general fund of Itie Treasury lor costs of pay­

ments to uninsured persons who attained age 72 before 1968 . . 6 994 
Investment income and interest adjustments 

Interest on investments 31.842.081 
Interest on transfers to the general lund accouni lor the Supple­

mental Security Income program due to adjustment in alloca­
tion ot administrative expenses 5,799 

Interest on intertund transfers due to adjustment in allocation of 
administrative expenses 594 

Gross investment income and interest adjustments 31.848.474 
Less interest paid to the DI Trust Fund for ttie reallocation of ttie 

OASDI tax rate retroactive to January 1, 1994 431,838 

Gilts 
Net investment income and interest adjustments 31,416.636 

54 

Total receipts 326.066,896 

Disbursemenls: 
Benefit payments: 

Gross benefit payments 289.489.856 
Less collected overpayments 829.406 
Less reimbursement from general fund for unnegotiated chect(s 53^902 

Net benefit payments 288 606 549 
Transfer to the Railroad Retirement "Social Security Equivalent Ben­

efit Account" 4 Q52 332 
Administrative expenses: 

Social Security Administraiion 1.566.111 
Department of Health and Human Services 7.958 
Department of tlie Treasury 225 314 

Gross administrative expenses 1,799,383 
Less reimbursements from general fund of the Treasury for costs 

of fumishing informalion on deferred vested pension benefits 1,360 
Less receipts from sales ot supplies, materials, etc 576 

Net administrative expenses 1,797.448 

Total disburseinents 294 456 329 

Net increase in assets 31 610 567 

Total assets. September 30. 1995 447,945,843 

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

Of the $294.5 billion in total disburseinents, $288.6 billion was for net 
benefit payments. The amount of net benefit payments in fiscal year 
1995 represents an increase of 4.5 percent over the corresponding 
amount in fiscal year 1994. This increase was due primarily to (1) the 
automatic cost-of-living benefit increases of 2.6 percent and 2.8 per-
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cent which became effective for December 1993 and December 1994 
respectively, under the automatic-adjustment provisions in section 
215(i) of the Social Security Act, (2) an increase in the total number of 
beneficiaries, and (3) an increase in the average benefit amount 
resulting from the rising level of earnings. 

As described in the preceding section, certain provisions of the Rail­
road Retirement Act coordinate the Railroad Retirement and OASDI 
programs and govern the financial interchanges arising from the allo­
cation of costs between the two programs. Under those provisions, the 
Railroad Retirement Board and the Commissioner of Social Security 
determined that a transfer of $4.1 billion to the Social Security Equiv­
alent Benefit Account from the OASI Trust Fund was required in 
June 1995. 

The remaining $1.8 billion of disbursements from the OASI Trust 
Fund represented net administrative expenses. The expenses of 
administering the OASDI and Medicare programs are allocated and 
charged directly to each of the various trust funds, through which 
those programs are financed, 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 for prior periods are effected by interfund 
transfers and transfers between the OASI Trust Fund and the general 
fund account for the Supplemental Security Income program, with 
appropriate interest adjustments. 

Section 1131 of the Social Security Act authorizes annual reimburse­
ments from the general fund of the Treasury to the OASI Trust Fund 
for additional administrative expenses incurred as a result of furnish­
ing information on deferred vested benefits to pension plan partici­
pants, as required by the Employee Retirement Income Security Act 
of 1974 (Public Law 93-406). The reimbursement in fiscal year 1995 
amounted to $1,359,789. 

The assets of the OASI Trust Fund at the end of fiscal year 1995 
totaled .$447.9 billion, consisting of $447.9 billi on in U.S. Government 
obligations and, as an offset, an extension of credit amounting to $0.8 
million. Table II.C2 shows the total assets of the fund and their distri­
bution at the end of each fiscal year 1994 and 1995. 
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T a b l e I I . C 2 . — A s s e t s of the O A S I T r u s t F u n d , by T y p e , I n t e r e s t R a t e , a n d Y e a r of 

Maturi ty, a t E n d of F i s c a l Y e a r , 1994 a n d 1995 

Septertiber 30. 1994 September 30. 1995 

Obligations sold only lo the Imst funds (speciaf issues): 
Certificates ot indebtedness: 

6 500 percent. 1996 
7.250 percent, 1995 
7.375 percent, 1995 

Bonds: 
6.250 percent. 1996 
6 250 percent. 1997-2006 
6.250 percent. 2007 . 
6.250 percent. 2008 . . 
6.500 percent.1997-98 . . 
6 500 percent. 1999-2009 
6.500 percent, 2010 
7.250 percent, 1996 
7.250 percent. 1997-98 . 
7.250 percent. 1999-2006 
7 250 percent; 2007-08 . 
7.250 percent, 2009 
7.375 percent, 1996 
7.375 percent, 1997-2000 
7 375 percent, 2001-06 . . 
7.375 percent, 2007 
8.125 percent, 1996 
8.125 percent, 1997-2000 
8 125 percent. 2001-05 . 
8.125 percent. 2006 . . . . . 
8.375 percent. 1996 
8.375 percent. 1997-2000 
8.375 percent. 2001 
8.625 percent. 1996 
8.625 percent, 1997-2001 . 
8.625 percent, 2002 
8.75 percent. 1995 
8.75 percent. 1996-2000 . 
8.75 percent. 2001-03 . . . . 
8.75 percent. 2004-05 . . . . 
9.25 percent. 1995 
9.25 percent. 1996-2000 . . 
9.25 percent, 2001-02 . . . 
9.25 percent, 2003 
10.375 percent, 1995 
10.375 percent, 1996-99 . . 
10 375 percent, 2000 
10.750 percent. 1995 
10.750 percent. 
10.750 percent. 
13.750 percent. 
13 750 percent, 
13.750 percent, 
13.750 percent. 

1 9 9 6 . . . 
1997-98 
1 9 9 5 . . . 
1 9 9 6 . . . 
1997-98 
1 9 9 9 . . . 

Total investments 
Undisbursed balances' 

S20.159.867.000.00 
238.149.000.00 

3.150.975.000.00 
31.509.750.000.00 

3,150.974.000.00 
23.350.034.000.00 

3.961.557.000.00 
7.923.114.000.00 

31.692.448.000.00 
7,923,114.000.00 

27,311,591,000.00 
3.575.473.000.00 

14,301.892.000.00 
21.452.844.000.00 
20.199.060.000.00 

3.611.349.000.00 
14.445.396.000.00 
18.056.740.000.00 
16.623.586,000.00 

313.295,000.00 
1,253,180,000.00 
2.370.396.000.00 
1.301.731,000.00 
6.508.655.000.00 
3.672.127.000.00 
6.366.877.000 00 

35.499.010.000.00 
21,299,409.000.00 
26.024,476,000.00 

2,240,309,000.00 
11,201,545,000.00 
4,480,616,000.00 
5.912.435.000.00 

565.186.000.00 
2,260.744.000.00 
2.057.101.000.00 
1.022.231.000.00 
1.022.231.000.00 
2.044,460,000.00 

469,684,000.00 
469,684,000.00 
939,370,000.00 

1.491.915,000.00 

S19.461.468.000.00 

31.509,750.000.00 
3.150.974,000.00 

23.350.034,000.00 
4.8C2.506.000.00 

26.743.794.000.00 
29,742.844.000.00 

7.923.114,000.00 
31.692,448,000.00 

7,923.114.000.00 
27.311.591.000.00 

14,301.892.000.00 
21.452.844.000.00 
20,199,060.000.00 

14.445,396.000.00 
18.056.740.000.00 
16.623.586.000.00 

1,253.180.000.00 
2.370.396.000.00 

688.163.000.00 
6.508.655.000.00 
3.672.127.000.00 

35.499.010.000.00 
21.299.409,000.00 
26.024.476.000.00 

11.201.545.000.00 
4.480.616,000.00 
5,912.435.000.00 

2.260,744,000 00 
2.057.101.000.00 

1.022.231.000.00 
2.044.460.000.00 

469.684.000.00 
939.370.000.00 

1.491.915.000.00 

413.424.580.000.00 
2.910.696.014.25 

447,946.672.000 00 
-829,008.06 

Total assets . 416.335.276.014.25 447.945.842.931.94 

' The relatively large amount for September 30, 1994, is due to eti iploymenl taxes received that day lhal 
were not invested until the next business day. The negative figure for Sepletnber 30. 1995. represents 
extension of credit against securities to be redeemed within the following lew days. 
Note: Special issues are always purchased at par value. Therefore, book value and par value are the 
same for each special issue, and the common value is shown above. Where Ihe maturity years are 
grouped, the amount matunng in each year is the amount shown divided by tlie number ol years. 

All securities held by the trust funds are backed by the full faith and 
credit of the United States Government. Those currently held by the 
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OASI Trust Fund are special issues (i.e., securities sold only to the 
trust funds). These are of two types: short-term certificates of indebt­
edness and long-term bonds. The certificates of indebtedness are 
issued through the investment of receipts not required to meet cur­
rent expenditures, and they mature on the next June 30 following the 
date of issue. Special-issue bonds, on the other hand, are normally 
acquired only when special issues of either type mature on June 30. 
The amount of bonds acquired on June 30 is equal to the amount of 
special issues maturing, less amounts required to meet expenditures 
on that day. 

The effective annual rate of interest earned by the assets of the OASI 
Trust Fund during calendar year 1995 was 7.9 percent, as compared 
to 8.0 percent earned during calendar year 1994. The interest rate on 
special issues purchased by the trust fund in June 1995 was 6.5 per­
cent, payable semiannually. Special-issue bonds with a total par value 
of $64.0 billion were purchased in June 1995. 

Section 201(d) of the Social Security Act provides that the public-debt 
obligations issued for purchase by the OASI and DI Trust Funds shall 
have maturities fixed with due regard for the needs of the funds. The 
usual practice has been to spread the holdings of special issues, as of 
each June 30, so that the amounts maturing in each of the next 15 
years are approximately equal. Accordingly, the amounts and matu­
rity dates of the OASI special-issue bonds purchased on June 30, 
1995, were selected in such a way that the maturity dates of the total 
portfolio of special issues were spread evenly over the 15-year period 
1996-2010. 
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2. Disability Insurance Trust Fund 

A statement of the income and.disbursements of the Federal Disabil­
ity Insurance Trust Fund during fiscal year 1995, and of the assets of 
the fund at the beginning and end of the fiscal year, is presented in 
table II.C3. 

During fiscal year 1995, total receipts amounted to $70.2 billion, and 
total disbursements were $41.4 billion. The assets of the trust fund 
thus increased by $28.8 billion during the year, to a total of $35.2 bil­
lion on September 30, 1995. 

Included in total receipts were $67.9 billion representing payroll tax 
contributions appropriated to the fund and $67,222,000 in payments 
from the general fund of the Treasury representing taxes that would 
have been paid on estimated deemed wage credits for military service 
in 1995 i f such credits had been considered to be covered wages. 

Total contributions amounted to $68.0 billion, an increase of 105.8 
percent from the amount in the preceding fiscal year. This increase is 
primarily attributable to the reallocation of the OASDI tax rate that 
accounted for the reduction in contributions to the OASI Trust Fund 
in fiscal year 1995. Income from the taxation of benefit payments 
amounted to $0.3 billion in fiscal year 1995. 

Interest totaling $1.9 billion consisted of interest on the investments 
of the fund and interest on amounts of interfund transfers. 

Of the $41.4 billion in total disbursements, $40.2 billion was for net 
benefit payments. This represents an increase of 9.2 percent over the 
corresponding amount of benefit payments in fiscal year 1994. This 
increase is due in part to the same factors that resulted in the net 
increase in benefit payments from the OASI Trust Fund. In the case of 
DI, however, the number of persons receiving disabled worker benefits 
continued to increase rapidly in 1995. Section I I . F l . presents a more 
detailed discussion of this rapid growth. 
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Table II.C3.—Statement of Operations of the DI Trust Fund During Fiscal Year 1995 
[In thousands] 

Tola! assets. September 30, 1994 S6.370.463 

Receipts: 
Contributions. 

Employment taxes S67.919.598 
Payments from general lund of the Treasury representing 

employee-employer contributions on deemed wage cred­
its for military service 67.222 

Total contributions 67.986.820 
Income from taxation of benefit payments: 

Withheld from benefit payments to nonresident aliens . . . . 5,894 
All oltier, not subject to withholding 329,000 

Total income from taxation of benefits 334,894 
Investment income and interest adjustments: 

Interest on investments 1,456,409 
Interest paid from the OASI Trust Fund lor the reallocation of 

the OASDI tax rate retroactive to January 1, 1994 431.838 

Gross investment income and interest adjustments 1.888.247 
Less interest on intertund transfers due to adjustment in allo­

cation of adminislralive expenses 533 

Net investment income and interest adjustments 1.887.714 

Total receipts 70.209.428 

Disbursements: 
Benefit payments: 

Gross benefit payments 40.377.428 
Less collected overpayments 168.122 
Less net reimbursement from general fund for unnegotiated 

checks 14.031 

Net benefit payments 40.195.276 
Transler to ttie Railroad RetireinenI "Social Security Equivalent 

Benefit Account" 67.786 
Payment for costs ol vocational retiabilitation services for d i s - ' 

abled beneficiaries 38.794 
Administrative expenses: 

Social Security Administraiion . 1.007.379 
Department ol Health and Human Services 1^828 
Department of the T r e a s u r y . . . . 50^499 
Demonstration projects and experiments 2,418 

Total administrative expenses 1.072.125 

Total disbursemenls 41.373 981 

Net increase in assets 28.835,447 

Total assets. September 30. 1995 35,205,910 

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

Provisions governing the financial interchanges between the Railroad 
Retirement and OASDI programs are described in the preceding sec­
tion. Under those provisions, $67,786,000 was transferred to the 
Social Security Equivalent Benefit Account from the DI Trust Fund in 
June 1995. 

The remaining disbursements amounted to $1.1 billion for net admin­
istrative expenses (including $2,418,404 for demonstration projects 
and experiments to test the effect of alternative methods for assisting 
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disabled beneficiaries' attempts to work), and $38,794,496 for the 
costs of vocational .rehabilitation services furnished to disabled-
worker beneficiaries and to those children of disabled workers who 
were receiving benefits on the basis of disabilities that began before 
age 22. Reimbursement from the trust funds for the costs of such ser­
vices is made only in those cases where the services contributed to the 
successful rehabilitation of the beneficiaries. 

The assets of the DI Trust Fund at the end of fiscal year 1995 totaled 
$35.2 billion, consisting of $35.2 billion in U.S. Government obliga­
tions and, as an offset, an extension of credit amounting to 
$19,146,366. Table II.C4 shows the total assets of the fund and their 
distribution at the end of each fiscal year 1994 and 1995. 

The effective annual rate of interest earned by the assets of the DI 
Trust Fund during calendar year 1995 was 7.4 percent, as compared 
to 8.2 percent earned during calendar year 1994.^ The interest rate on 
public-debt obligations issued for purchase by the trust fund in June 
1995 was 6.5 percent, payable semiannually. Special-issue bonds with 
a total par value of $28.8 billion were purchased in June 1995. The 
usual practice of spreading the holdings of special issues, as described 
earlier, was not followed. The amounts and maturity dates of the DI 
special-issue bonds purchased on June 30, 1995, were selected in such 
a way that the maturity dates of the total portfolio of special issues 
were spread over the 13-year period 1996-2008. 

The investment policies and practices described for the OASI Trust 
Fund apply as well to the investment of the assets of the DI Trust 
Fund. 

1 Prior to the reallocation of the OASDI tax rate in 1994. the-DI Trust Fund was declining rapidly This 
rapid decline required redemption of many long-term bonds, including those bearing rales in excess of 10 
percent. The reallocalion. enacted in October 1994 and retroactive to January 1. 1994. brought a large 
Influx of certificates ot indebtedness into the lund s Investment portfolio This change in the investment 
portfolio had little impact on the fund's effective interest rale until the certificates of indebtedness were 
reinvested in 6.5-percent bonds on June 30. 1995 
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T a b l e I I . C 4 . — A s s e t s of the DI T r u s t F u n d , by T y p e , I n t e r e s t R a t e , a n d Y e a r of Maturity, 

at E n d of F i s c a l Y e a r , 1994 a n d 1995 

Sepleinber 30. 1994 September 30. 1995 

Investments in public-debt obligations: 
Public issues: 

Treasury bonds: 
3.5 percent. 1998 55,000,000.00 S5.000.000.00 
7.625 percent, 2002-07 10,000,000.00 10 000.000 00 
8 percent, 1996-2001 26.000,000.00 26.000 000 00 
8.25 percent, 2000-05 3,750,000.00 3.750.000 00 
11.75 percent. 2005-10 30.250.00000 30.250.000.00 

Total investments in public issues at par value, as 
shown above 75,000.000.00 75.000.000.00 

Unamortized premiuin or discount, net -299.362.63 -266,055 79 

Total investmenis in public issues at book value . 74.700.637.37 74,733,944.21 

Obligations sold only lo the trust funds (special " 
issues): 
Certificates of indebtedness: 

6.500 percent. 1996 — 3.676.519.000.00 
6.625 percent. 1996 — 1,468.926.000 00 
7.250 percent, 1995 1,773,911,000.00 — 

Bonds: 
6.500 percent. 1997 _ 1 623 850 000 00 
6.500 percent. 1998-2007 — 21.476,590,000 00 
6.500percent. 2008 — 3,064.120.000.00 
7.375 percent, 2004-06 142.803.000.00 142,803,000.00 
7 375 percent, 2007 916.460.000.00 916.460.000.00 
8.125 percent, 2004-05 300.322.000.00 300,322 000 00 
8.125 percent. 2006 868.859,000.00 868.859 000.00 
8.75 percent, 2003 585.085.000.00 174,477,000 00 
8.75 percent, 2004-05 1.437.396,000.00 1,437,396,000.00 

Total obligations sold only to the trust lunds (spe-
cial issues) 6,024,836.000.00 35.150.322.000.00 

Total investments in public-debt obligations (book 

value') 6.099.536.637.37 35.225.055.944.21 

Undisbursed balances^ 270.926.360.50 -19.146,366.11 

Total assets (book va lue ' ) 6.370.462.997 87 35.205,909,578.10 

' Par value, plus unamortized premiuin or less discount outstanding. 
2 Ttie relatively large amount for September 30, 1994, is due lo employment taxes received that day that 
were not invested until Ihe next business day. The negative figure tor September 30, 1995, represents 
extension of credit against securities to be redeemed within the'lollowing few days. 

Note: .Special issues'are always purchased at par value Therefore, book value and par value are the 
same for each special issue, and the common value is shown above. Where the maturity years are 
grouped for special issues, the amount maturing in each year is the amount shown divided by the number 
ol years 
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3. Old-Age and Survivors Insurance and Disability 
Insurance Trust Funds, Combined 

A statement of the operations of the income and disbursements of the 
OASI and DI Trust Funds, on a combined basis, is presented in table 
II.C5. The entries in this table represent the sums of the correspond­
ing values from tables I I .CI and II.C3. For a discussion of the nature 
of these income and expenditure transactions, reference should be 
made to the preceding two subsections covering OASI and DI sepa­
rately. 

Table II.C5.—Statement of Operations of the OASI and DI Trust Funds, 
Combined, During Fiscal Year 1995 

(In thousands] 

Total assets, September 30, 1994 $422 705 739 

Receipts: 
Contributions: 

Employment taxes. . $357,223,612 
Payments from general fund of the Treasury representing 

employee-employer contributions on deemed wage cred­
its for military service. 291.934 

Total contributions 357.515,546 
Income Irom taxation ol benefit payments: 

Withheld Irom benefit payments to nonresident aliens . . . . 127,379 
All other, not subject to withholding 5.322!ooo 

Gilts 

6,994 

Total income Irom tewation of benefits 5,449.379 
Reimbursement from general fund of the Treasury for costs ol 

payments to uninsured persons who attained age 72 before 
1968 

Investment income and interest adjustments: 
Interest on investments 33.298.490 
Interest on transfers to the general fund account lor the Sup­

plemental Security Income program due lo adjustment in 
allocation ol administrative expenses 5.799 

Interest on intertund transfers due lo adjustment in allocation 
ol administrative expenses 61 

Total investment income and interest adjustments . . .. 33.304,350 
54 

Total receipts 396,276.323 

Disbursements: 
Benelit payments 

Gross benelit payments 329.867.284 
Less collected overpayments 997,527 
Less reimbursement from general lund lor unnegotiated 

checks 67.933 

Net benefit payments 328 801 824 
Transler to the Railroad Retirement "Social Security Equivalent 

Benelit Account" 4 120 118 
Payment lor costs of vocational rehabilitation services lor dis­

abled beneliciaries 38 794 
Administrative expenses: 

Social Security Administration 2.573.491 
Department ol Healtli and Human Services 19,780 
Department ot llie Treasury 275^814 
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Table II.C5.—Statement of Operations of the OASI and DI Trust Funds, 
Combined, During Fiscal Year 199S (Cont) 

[in thousands] 

Disbursements: (Cent) 
Administrative expenses: (Cont.) 

Disability demonstration projects and experiments S2.418 

Gross adminislralive expenses 2.871.508 
Less reimbursements Irom general lund o( Ihe Treasury lor 

costs ol lumtshing inlormalion on deterred vested pen­
sion benefits 1,360 

Less receipis Irom sales of supplies, materials, elc 576 

Net administrative expenses S2.869.573 

Total disbursemenls 335.830.310 

Net increase in assets 60.446.013 

Tolal assets. Seplenntwr 30. 1995 483.151.753 

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

Table II.C6 compares past estimates of contributions and benefit pay­
ments for fiscal year 1995, as shown in the 1991-95 Annual Reports, 
with the corresponding actual amounts in 1995. The estimates shown 
are the ones based on the alternative I I assumptions. 

A number of factors can contribute to differences between estimates 
and subsequent actual amounts, including actual values tor key eco­
nomic, demographic, and other variables that differ from assumed 
levels. In addition, amendments to the Social Security Act can cause 
actual taxes or benefits to vary from earlier estimates. For example, 
the reallocation of the OASDI tax rate, enacted in October 1994, 
makes comparison of tax estimates in the 1991-94 Annual Reports 
with actual taxes in fiscal year 1995 meaningless for OASI and DI 
taken separately. The comparisons in table II.C6 indicate that com­
bined actual OASI and DI tax contributions in fiscal year 1995 were 
significantly lower, generally, than estimates in the 1991 report (due 
primarily to lower than expected inflation). Estimates of OASI benefit 
payments were generally close to actual payments in 1995. The actual 
amount of DI benefit payments in 1995, however, was significantly 
above estimates in the 1991-92 reports, due to faster-than-expected 
growth in the number of disabled workers. 
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Table II .C6.—Comparison of Actual and Estimated Operations of the 
OASI and DI Trust Funds, Fiscal Year 1995 

[Amounts In millions] 

Net cohtribulionsi Benelit payments^ 

Dillerence Ditlerence 
Irom actual from actual 

Amount (percent) AmounI (percent) 

OASI Trust Fund: 
Estimate in 1991 report $345,701 19.4 3300.103 4 0 
Estimate in 1992 report 330.302 14.1 293.441 1.7 
Estimate In 1993 report 328.235 13.4 291.465 1.0 
Estimate in 1994 report 324.183 12.0 290.507 0 7 
Estimate in 1995 report 291.252 0.6 288.494 (3) 
Actual amount 289,529 — 288.607 — 

DI Trust Fund: 
Estimate In 1991 report 37.041 -45.5 35.078 -12.8 
Estimate in 1992 report 35,390 -47 9 37.766 -6.1 
Estimate In 1993 report 35.170 -48.3 40.641 1.0 
Estimate in 1994 report 34.734 -48.9 40.852 1.5 
Estimate in 1995 report 68.363 0.6 40.596 0.9 
Actual amount 67,987 — 40.234 — 

OASI and DI Trust Funds, combined: 
Estimate in 1991 report 382.742 7.1 335.181 1.9 
Estimate In 1992 report 365.692 2.3 331.207 0.7 
Estimate I n l 993 report 363.405 1.6 332.106 1.0 
Estimate in 1994 report 358.917 0 4 331.359 0.8 
Estimate In 1995 report 359.615 0.6 329.090 0:i 
Actual amount 357.516 328.841 

' "Actual" contributions lor 1995 reflect adjustments lor prior llscal years (see preceding section lor 
description ol these adjustnnents). "Estimated" contributions also include such adjustments, but on an 
estimated basis. 
2 Includes payments. II any. lor vocational rehabilitation services furnished to disabled persons receiving 
benefits because ot their disabilities. 
3 Between -0.05 percent and 0 percent. 

At the end of fiscal year 1995, about 43.3 million persons were receiv­
ing monthly benefits under the OASDI program. Of these persons, 
about 37.5 million and 5.8 million were receiving monthly benefits 
from the OASI Trust Fund and the DI Trust Fund, respectively. The 
number of persons receiving benefits from the OASI and DI Trust 
Funds grew by 0.8 percent and 5.2 percent, respectively, during the 
fiscal year. The estimated distribution of benefit payments in fiscal 
years 1994 and 1995, by type of beneficiary, is shown in table 11.C7 for 
each trust fund separately. 
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Table II.CT.-^Estimated Distribution of Benefit Payments From the OASI and DI Trust 
Funds, by Type of Beneficiary or Payment, Fiscal Years 1994 and 1995 

[Amounts in millions] 

Fiscal year 1994 Fiscal year 1995 
Percentage Percentage 

Amount ol total Amount ol total 

Tolal OASDI benefit payments S313.096 100.0 S328,802 100.0 

OASI benefit payments 276.278 88 2 288.607 87.8 
DI benefit payments 36,818 11 8 40.195 12.2 

OASI benelit payments, total 276,278 100.0 288,607 100.0 

Monthly benetils: 
Retired workers and auxiliaries . 212.758 77.0 222.052 76 9 

Retired workers 194.407 70.4 203!l22 70.4 
Wives and husbands 16,733 6.1 17,234 6 0 
Children ' 1.619 .6 y&96 0.6 

Survivors of deceased workers . . 63.297 22.9 66.332 23.0 
Aged widows and widowers .. 50.636 18 3 53J28 18.4 
Disabled widows and widowers 888 .3 985 0.3 
Parents 34 (') 33 ' 1 
Children 10.189 3.7 10,614 3.7 
Widowed mothers and fathers 

caring lor child beneficiaries 1,549 .6 1.572 0.5 
Uninsured persons generally aged 

72 belore 1968 4 ' 3 1 
Lump-sum death payments 218 .1 220 0.1 

DI benefit payments, total 36.818 IOO.O 40.195 100.0 

Disabled workers ~ 32.899 • e9A 35.964 89 5 
Wives and husbands 576 1.6 579 1 4 
Children 3.342 9J 3.652 9 ^ 

' Less than 0.05 percent. 

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

Net administrative expenses charged to the OASI and DI Trust Funds 
in fiscal year 1995 totaled $2.9 billion. This amount represented 0.8 
percent of contribution income and 0.9 percent of expenditures for 
benefit payments. Corresponding percentages for each trust fund sep­
arately and for the OASDI program as a whole are shown in table 
II.C8 for each of the last 5 years. 
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Table II.C8.—Net Administrative Expenses as a Percentage of Contribution Income 
and of Benefit Payments, by Trust Fund, Rscal Years 1991-95 

OASI and DI 
Trust Funds. 

OASI Trust Fund DI Trust Fund connblned 
Contrfcution Benefit Contrlbulion Benefit Contribution Benelit 

Fiscal year Income payments income payments income payments 

1991 0.6 0.7 2.7 2.9 0.8 1.0 
1992 .7 .7 2.8 2.8 .9 .9 
1993 .7 .8 3.0 2.8 .9 10 
1994 .6 .7 3.1 2.8 .8 .9 
1995 .6 .6 1.6 2.7 .8 .9 

Tables II.C2 and II.C4, presented in the two preceding subsections, 
showed the assets of the OASI and DI Trust Funds at the end of fiscal 
years 1994 and 1995. The changes in the invested assets of the funds 
between those two dates are a result of the acquisition and disposition 
of securities during fiscal year 1995. Table II.C9 presents these invest­
ment transactions for each trust fund separately and combined. All 
amounts shown in the table are at par value. 

Table II.C9.—Investment Transactions of the OASI and DI Trust Funds in 
Fiscal Year 1995 

(in thousands] 

OASI 
Trust Fund 

DI 
Trust Fund 

OASI and DI 
Trust Funds, 

combined 

Invested assets, Septemt>er 30. 1994. . . . 

Acquisitions: 
Special Issues: 

Ceiliflcates ol Indebtedness 
Bonds 

Public issues: 
Treasury bonds 

Total acquisllk>ns 

Dispositions: 
Special issues: 

Ceitilicales ol Indebtedness 
Bonds 

Public issues: 
Treasury bonds 

Total dispositk>ns 
Net Increase In Invested assets 
Invested assets. September 30. 1995. . . . 

Note: All Investmenis are shown at par value. 

$413,424,580 

326,608.795 
64.020.914 

390.629.709 

327.545.343 
28.562,274 

356,107,617 
34.522.092 
447.946.672 

S6.099.836 

69,310,103 
28,836,028 

98.146.131 

65.938.569 
3.082.076 

69,020.645 
29,125,486 
35,225.322 

$419,524,416 

395,918,898 
92,856,942 

488.775.840 

393.483.912 
31,644,350 

425,128.262 
63,647,578 

483.171.994 
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D. PRINCIPAL ECONOMIC AND DEMOGRAPHIC 
ASSUMPTIONS 

The future income and outgo of the OASDI program depend on many 
economic and demographic factors, including gross domestic product, 
labor force, unemployment, average earnings, productivity, inflation, 
fertility, mortality, net immigration, marriage, divorce, retirement 
patterns, and disability incidence and termination. The income will 
depend on how these factors affect the size and composition of the 
working population and the level and distribution of earnings. Simi­
larly, the outgo will depend on how these factors affect the size and 
composition of the beneficiary population and the general level of ben­
efits. 

Because precise prediction of these various factors is impossible, esti­
mates are shown in this report on the basis of three sets of assump­
tions, designated as intermediate (alternative II), low cost 
(alternative I), and high cost (alternative III). The intermediate set, 
alternative I I , represents the Board's best estimate of the future 
course of the population and the economy. In terms of the net effect on 
the status of the OASDI program, the low cost alternative I is the 
more optimistic, and the high cost alternative III is the more pessi­
mistic of the plausible economic and demographic conditions. 

The values assumed after the first 5 to 25 years for both the economic 
and the demographic factors are intended to represent the average 
experience and are not intended to be exact predictions of year-by-
year values. Actual future values will likely exhibit fluctuations or 
cyclical patterns, as in the past. 

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

The principal economic assumptions for the three alternatives are 
summarized in table Il.Dl. 

Table Il.Dl.—Selected Economic Assumptions by Alternative, 
Calendar Years 1960-2070 

Average annual percenlage 
change in— 

Average 
Average Average annual 

annual Average annual percenl­
wage in Con­ Real- annual unemploy­ age 
covered sumer wage interest ment increase 

Real employ­ Price diflerent lap rate* rate^ In labor 
Calendar year G D P ' ment Index^ (percent) (percent) (percent) lorce^ 

Historical data: 
1960-64 4.6 3.4 1.2 2.2 3.7 5.7 1.3 
1965-69 4.2 6 1 3.9 2 2 5.2 3.8 2.1 
1970-74 3.5 6.6 6.2 .4 6.7 5.4 2.3 
1975 -.6 6.7 9.1 -2.4 7.4 8.5 1.9 
1976 5.6 8 5 5.7 2.8 7 1 7.7 2.4 
1977 4 9 6.8 6.5 3 7 1 7.1 2.9 
1978 5.0 8.9 7.7 1.2 8.2 6.1 3.2 
1979 2.9 10.1 11.4 -1.3 9 1 5.8 2.6 
1980 -.3 9.4 134 -4.0 110 7.1 1.9 
1981 2.5 9.7 10.3 -.6 13.3 7.6 1.6 
1982 -2.1 6.4 6.0 .4 12.8 9.7 1.4 
1983 4.0 5.0 3.0 2 0 11.0 9.6 1.2 
1984 6.8 7.3 3.5 3.8 12.4 7.5 1 8 
1985 3.7 4.7 3.5 1.2 10.8 7.2 1.7 
1986 3.0 4.6 1.6 3.0 8.0 7.0 2.0 
1987 2.9 4.6 3.6 1.0 8.4 6.2 1.7 
1988 3.8 5.3 4.0 1.3 8.8 5.5 1.4 
1989 3.4 3.9 4.8 -.9 8.7 5.3 1.8 
1990 1.3 5.1 5.2 • 1 8.6 5.5 .7 
1991 -1.0 3.0 4.1 •1.1 8.0 6.7 .4 
1992 2.7 ,'4.9 2.9 2.0 7.1 7.4 1.2 
1993 2.2 '2 .3 2.8 -.5 6.1 6.8 .7 
1994 ^3.5 '2 .5 2.5 .0 7.1 6.1 2.3 
1995 ^2.1 '4 .1 2.9 1.2 6.9 5.6 .9 

Intermediate: 
1996 2.1 4.1 2.7 1.3 6.4 5.7 .9 
1997 2.2 4.3 3 2 1.1 6.5 5.8 1.0 
1998 2.0 4.0 3.2 .8 6.5 5.8 1.0 
1999 2.0 4.2 3.4 .8 6.5 5.9 .9 
2000 2.0 ,4.3 3 5 .8 6.5 6.0 .9 
2001 2.0 4.4 3.6 .7 6.5 6.0 .9 
2002 2.0 4.6 3.9 .7 6.5 6.0 .9 
2003 2.0 4.9 4.0 . .9 6.5 6.0 .8 
2004 . 2.0 5.0 4.0 1.1 6.5 6.0 .8 
2005 2.0 5.1 4.0 1.1 6.4 6.0 .8 

2010 1.8 5.0 , 4.0 1.0 6.3 6.0 .6 
2020 1.3 5.1 4.0 1.1 6.3 6.0 .2 
2030 1.4 5.0 4.0 1.0 6.3 6.0 2 
2O40 1.4 5.0 4.0 1 0 6.3 6.0 2 
2050 1.2 5.0 4.0 1.0 6.3 6.0 .0 
2060 1.3 5.0 4.0 1.0 6.3 6.0 .1 
2070 1.2 5.0 4.0 1.0 6.3 6.0 .1 
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Table Il.Dl.—Selected Economic Assumptions by Alternative, 
. Calendar Years 1960-2070 (Cont) 

Average annual percentage 
change in— 

Average 
Average Average annual 

annual Average annual percent-
wage in Con- Real- annual unemploy- age 
covered sumer wage interest meni increase 

Real employ- Price dillerenliaP rale'' rale^ in labor 
Calendar year GDP' ment Index' (percent) (percent) (percent) lorce^ 

Low Cost: 
1996 2 8 4.2 2.4 1 7 6.3 5 5 1 1 
1997 3.1 4.6 2.8 1.8 6.4 5 3 1 2 
1998 3.0 4.5 3 0 1.5 6.4 5 2 1 3 
1999 3 0 4.7 3.0 16 6.5 5 1 1 2 
2000 2.9 4.6 3 0 1 6 6.5 5 1 11 
2001 2.7 4.5 3.0 1.5 6.4 5.0 1 1 
2002 2 6 4.5 3.0 1.5 6.3 5.0 1 0 
2003 2.5 4.5 3 0 1.5 6 2 50 9 
2004 2.5 4.6 3.0 1.6 6 1 5 0 9 
2005. . . ' 24 4.6 3.0 1.6 6.1 50 .8 

2010 2.3 4.6 3.0 1 6 6 0 5 0 7 
2020 1.9 4.6 3.0 1.6 6 0 5 0 3 
2030 2.1 4.5 3.0 1.5 6.0 5 0 5 
2040 2.2 4.5 3.0 1.5 6.0 5 0 6 
2050 . 2.1 4 5 3.0 1.5 6.0 5 0 5 
2060 2.2 4.5 3.0 1.5 6.0 5 0 6 
2070 2.1 4.5 3 0 1.5 6.0 5.0 .6 

High Cost: 
1996 0 3.2 2.7 .5 6 3 6 2 7 
1997' 9 3.6 3.1 .5 6.3 6'8 5 
1998 2 5 5 6 5.4 .2 6.9 6 5 9 
1999 -1.3 4.4 5.4 -1.0 7 6 7 1 7 
2000 . . . . . . . .9 . 4.8 4.5 .3 7.9 79 3 
2001 2.9 5.3 5.0 .3 7 5 7 4 8 
2002 2.1 5.0 5.0 .0 7 1 7 2 9 
2003 1 7 5.2 5.0 .1 7 1 7 1 8 
2004 1.5 5.3 5.0 .4 6 9 7 0 7 
2005 1.4 5.5 5.0 4 6.6 7.0 .7 

2010 1 3 5 5 5.0 .5 6.5 7 0 5 
2020 .8 5.5 5.0 .5 6.5 7 0 0 
2030 .8 5.6 5.0 .6 6 5 7 0 0 
2040 6 5.5 . 5.0 .5 6.5 7 0 -2 
2050 .3 5.5 5.0 .5 6.5 7 0 - 5 
2060 .3 5.5 5.0 .5 6.5 7.0 - 5 
2070 .3 5.5 5.0 .5 6.5 7.0 -̂ S 

' The real GDP (gross domestic product) is the value ol total output ol goods and services expressed in 
1992 dollars. r » . K 

' The Consumer Price Index is the annual average value lor the calendar year of the Consumer Price 
Index lor Urt)an Wage Earners and Clerical Workers (CPI-W). 
' Tlie real-wage dillerenlial is the difference between Ihe percentage increases, belore rounding in (1) 
Ihe average annual wage in covered employment, and (2) the average annual Consumer Price Index. 
* The average annual interest rate is the average ol the nominal interest rales, wtiich in practice are 
compounded semiannually, (or special publlc-detjl obligattons Issuable to the trust lunds in each ol ttie 12 
months ol Ihe year. 

* Through 2p05. the rates shown are unadjusted civilian unempk>yment rales. Alter 2005, the rates are 
total rales (including military personnel), adjusted by.age and sex based on Ihe average labor lorce lor 
1994. 

* Labor lorce is Ihe total Ipr Ihe United States (including military personnel) and reflects the average of the 
monthly nun(it)ers of persons in the labor lorce lor each year. 
' Preliminary: Wages in covered employment are considered preliminary lor several yi^ars primarily due to 
uncertainly associated with estimates of amounts above the benefit and conlrbution base. 

66 



Actuarial Analysis 

Alternatives I , I I , and I I I present a range of generally consistent sets 
of economic assumptions which have been designed to produce varia­
tion in Social Security's financial status that should encompass most 
of the possibilities that might be encountered. The intermediate set of 
assumptions (alternative II) represents the Trustees' consensus expec­
tation of moderate economic growth throughout the projection period. 
The low cost assumptions (alternative I) represent a more optimistic 
ouilook, with relatively strong economic growth projected during the 
short-range period and tapering off a little during the long-range 
period. The high cost assumptions (alternative 111) represent a rela­
tively pessimistic forecast in which the economy experiences generally 
weak economic growth and business cycles with two recessions in the 
short-range period. Economic cycles are not included in assumptions 
beyond the first 5 to 10 years of the projection period because inclu­
sion of such cycles has little effect on the long-range estimates of 
financial status. 

A period of sustained real economic growth began in 1982 and ended 
with the recession that started with the third quarter of 1990. After a 
total decline in real GDP of 2.2 percent through the first quarter of 
1991, and three quarters of slow growth following the recession, the 
return to steady economic growth which began in 1992 is assumed to 
continue for alternatives 1 and I I , albeit at a somewhat slower pace. 
For the short-range period (1996-2005), average annual real GDP 
growth is assumed to be about 2.7 percent for alternative I and 2.0 
percent for alternative I I . 

For alternative I I I , weak growth and an increasing rate of price infla­
tion are assumed for the first quarter of 1996. The first projected 
recession begins in the second quarter of 1996, lasts 3 quarters, and 
results in a total decline in real GDP of 1.4 percent. After 8 quarters 
of recovery, a second recession, with a total decline in real GDP of 3.0 
percent, is assumed to begin in the first quarter of 1999, lasting 
4 quarters. After the second recession, a moderate economic recovery 
is assumed through the year 2002. 

After the year 2005, the projected rates of growth in real GDP, for all 
three alternatives, are determined by the assumed rates of growth in 
employment, average hours worked, and labor productivity. The trend 
toward slower growth in real GDP after 2005 results primarily from 
much slower growth in the working age population, as the "baby-
boom" generation approaches retirement and succeeding generations 
reflecting lower birth rates reach working age. The slowdown in the 
growth rate in real GDP also reflects the assumed leveling of labor 
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force participation rates for women, which have risen substantially 
over the past 20 years, and the continuation of the historical down­
ward trend of labor force participation rates among men in the future. 
The annual rate of growth in total labor force decreased from 2.3 per­
cent in 1994 to 0.9 percent in 1995. After 1995 the labor force is pro­
jected to increase at about 0.9 percent per year, on average, through 
2002, and to increase more slowly thereafter, reflecting the projected 
slowing of growth of the working-age population as compared with the 
experience of the 1980s and early 1990s 

Since last year's report, the Bureau of Economic Analysis has changed 
from a fixed-weighted to a chain-weighted price measure for the pur­
pose of calculating the real-growth component of GDP and has revised 
the historical values of real GDP growth over the period 1959-94. 
While the data shown in table I l . D l for historical years reflect these 
revisions, the projected growth rates in real GDP for years after 1995 
do not reflect changes in methodology. The analysis necessary to fully 
incorporate the implications of the revisions wil l be completed for the 
next report. 

The age-sex adjusted unemployment rate, for alternatives I and I I , is 
assumed to move gradually toward ultimate average levels of 5.0 and 
6.0 percent, respectively, by 2006. For alternative I I I , the age-sex-
adjusted unemployment rate is assumed to reach its ultimate average 
level of 7.0 percent by 2006, after a recovery that is assumed to follow 
the projected recession in 1999. 

Unemployment rates through 2005 are in the most commonly cited 
form, the civilian rate, which describes the differences between aggre­
gate civilian labor force and aggregate civilian employment. For years 
after 2005, however, total rates are presented. These include the mili­
tary (which reduces the rate by about 0.1 percent relative to the civil­
ian rate) and are age-sex adjusted to the 1994 labor force. Such total 
rates better represent the total population covered by the OASDI pro­
gram and adjust for the changing age-sex distribution of the labor 
force, which can obscure the comparison of unemployment rates over 
different time periods. 

Unemployment rates for the years 1994 and later are based on the 
new survey methodology used by the Bureau of Labor Statistics. 
Though unemployment rates based on this new method were initially 
expected to be about 0.5 percentage point higher than i f based on the 
old method, comparisons for 1994 have shown little or no difference. 
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For the intermediate projection, each of the other economic parame­
ters is selected reflecting what the Trustees believe to be the most 
likely future course of the economy at the time of prei)aration of this 
report, consistent with the assumed pattern of real GDP growth. The 
annual rate of change in the average wage in cdvered employment is 
assumed to rise, generally, from the estimated 4.1 percent increase for 
1995, averaging about 4.5 percent for the period 1996 through 2005. 
Growth in the average wage (which is equal to price inflation plus the 
real-wage differential) through 2005 averages somewhat less than the 
ultimate assumed rate of 5.0 percent primarily because price inflation 
averages less than its ultimate level through this period. Between 
2005 and 2020, growth in the average covered wage is slightly higher 
than the assumed ultimate rate of 5.0 percent, reflecting the gradual 
movement toward complete inclusion of Federal civilian employees. 
After 2020, the average covered wage growth rate remains at the ulti­
mate assumed rate of 5.0 percent. 

The annual rate of increase in the Consumer Price Index for Urban 
Wage Earners and Clerical Workers (CPI-W) was 2.9 percent in 1995. 
For alternative I I , the CPI-W (hereinafter denoted as "CPI") is 
assumed to increase 2.7 percent in 1996 and 3.2 percent in 1997, mov­
ing toward the assumed ultimate rate of 4.0 percent by 2003. For 
alternative I , the CPI is projected to increase 2.4 percent in 1996 and 
2.8 percent in 1997, moving toward the assumed ultimate rate of 3.0 
percent by 1998. For alternative 111, the CPI is projected to increase 
from a relatively low 2.7 percent in 1996 to a relatively high 5.4 per­
cent in 1998 and 1999, eventually stabilizing at the assumed ultimate 
rate of 5.0 percent in 2001. Recent and expected future changes by the 
Bureau of Labor Statistics to correct the "formula bias" in the CPI 
have not been reflected in assumptions for future price inflation in 
this report. The analysis necessary to reflect these changes, along 
with those recently made by the Bureau of Economic Analysis in the 
methodology used in measuring real GDP growth, will be completed 
for the 1997 report. 

The real-wage differential (i.e., the difference between the annual 
rates of change in the average wage in covered employment and in the 
CPI) is estimated to be 1.2 percent in 1995. After 1995, under the 
intermediate alternative, the real-wage differential is projected to be 
between 0.7 and 1.3 percent for the years 1996 through the year 2020, 
thereafter remaining at the ultimate assumed differential of 1.0 per­
cent. For the low cost alternative I , the real-wage differential is 
assumed to be in the range of 1.5 percent to 1.8 percent between 1996 
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and 2020, thereafter remaining at the ultimate assumed real-wage 
differential of 1.5 percent. For the high cost alternative I I I , a more 
pessimistic real-wage differential is assumed for the short-range 
period, averaging 0.2 percent per year. After 2030, the real-wage dif­
ferential is assumed to be 0.5 percent per year for alternative I I I . 

Under the intermediate alternative, the average annual interest rate 
for securities newly issued to the trust funds is assumed to decrease 
from 6.9 percent in 1995 to 6.4 percent for 1996, and remain around 
6.5 percent until 2004. After 2005, the average annual interest rates 
are assumed to be 6.0, 6.3, and 6.5 percent for alternatives I , I I , and 
I I I , respectively. 

For alternatives I and I I I , respectively, values for each of the economic 
parameters are selected to generally reflect a more optimistic and a 
more pessimistic future financial status of the program. Some of the 
parameters would normally be expected to deviate in opposite direc­
tions from the values assumed for the intermediate alternative. Thus, 
alternatives I and I I I also assume structural economic shifts in the 
relationships among parameters which tend toward low cost and high 
cost, respectively. 
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2. Demographic Assumptions 

The principal demographic assumptions for the three alternatives are 
shown in table 11.D2. 

For the intermediate projection, the assumed ultimate total fertility 
rate, of 1.9 children per woman is attained in 2020 after a gradual 
dechne from the preliminary, estimate for 1995 of 2.04 children per 
woman. The age-sex-adjusted death rate is assumed to decrease 
steadily during the entire projection period, with a total reduction of 
36 percent from the 1995 level by 2070. Life expectancies at birth in 
2070 are 78.4 years for men and 84.1 years for women, compared to 
72.3 and 79.2 years, respectively, in 1995. Life expectancies at age 65 
in 2070 are projected to be 18.4 years for men and 22.2 years for 
women, compared to 15.4 and 19.2 years, respectively, in 1995. The 
projected death rates reflect the effects of assumed cases of Acquired 
Immunodeficiency Syndrome (AIDS), using estimates prepared by the 
Centers for Disease Control and Prevention (CDC) as a starting point. 
Total net immigration is assumed to rise over the next several years 
reaching an ultimate level of 900,000 persons per year by the year 
2000. The ultimate assumed level of net annual immigration is the 
combination of 600,000 net legal immigrants per year and 300,000 net 
other-than-legal immigrants per year 

For the low cost alternative I , the total fertility rate is assumed to rise 
to an ultimate average level of 2.2 children per woman by 2020. The 
age-sex-adjusted death rate is assumed to decrease more slowly than 
for the intermediate alternative I I , with the total reduction from the 
1995 level being 16 percent by 2070. Life expectancies at birth in 2070 
are 75.6 years for men and 81.1 years for women, while at age 65 they 
are 16.2 and 19.7 years, respectively. Tbtal net immigration is ulti­
mately assumed to be 1,150,000 persons per year. The assumed level 
of net annual immigration is the combination of 700,000 net legal 
immigrants per year and 450,000 net other-than-legal immigrants per 
year. 

For the high cost alternative I I I , the total fertility rate is assumed to 
decrease to an ultimate level of 1.6 by 2020. The age-sex-adjusted 
death rate is assumed to decrease more rapidly than for alternative 
I I , with the total reduction from the 1995 level being 55 percent by 
2070. Life expectancies at birth in 2070 are 82.3 years for men and 
88.0 years for women, while at age 65 they are 21.4 and 25.4 years, 
respectively. Total net immigration is ultimately assumed to be 
750,000 persons per year, the combination of 550,000 net legal immi-
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grants per year and 200,000 net other-than-legal immigrants per 
year. 

Table II.D2.—Selected Demographic Assumptions by Alternative, 
Calendar Years 1940-2070 

Calendar year 

Historical data: 
1940 
1945 
1950 
1955 
1960 
1965 
1970 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992" 
1993" 
1994" 
1995" 

Intermediate: 
1996 
2000 
2005 
2010 
2015 
2020 
2025 
2030 
2035 
2040 
2045 
2050 
2055 
2060 
2065 
2070 

Total 
lertilily 

rate' 

Age-sex-adjusted -
death rate^ -

(per 100.000) 

At birth 
Lile expectancy'^ 

Male Female 

At age 65 

Male Female 

2 2 3 
2 4 2 
3.03 
3 5 0 
3.61 
2.88 
2.43 
1.77 
1.74 
1.79 
1.76 
1.82 
1.85 
1.83 
1.83 
1 81 
1.80 
1 84 
1.84 
1.87 
1.93 
2.01 
2 0 7 
2 0 7 
2 0 6 
2.04 
2 0 4 
2.04 

2.03 
2.02 
1 99 
1.96 
1.93 
1.90 
1 90 
1.90 
1 90 
1.90 
1 90 
1.90 
1 90 
1.90 
1.90 
1.90 

1.532.8 
1.366.4 
1.225.3 
1.134.2 
1.128.6 
1,103.6 
1.041.8 

934 0 
923.2 
898.0 
892.4 
864.2 
878.1 
853.8 
828.5 
836.1 
8 2 9 6 
831.8 
824.8 
816.1 
824.5 
804 1 
789.0 
7 7 8 8 
764 3 
784.2 
7 7 5 9 
7 6 3 8 

61.4 
62.9 
65.6 
66.7 
66 7 
66.8 
67.1 
68.7 
69.1 
69.4 
69.6 
70.0 
69.9 
70.4 
70 8 
70 9 
71.1 
71.1 
71.1 
71.3 
71.2 
71.5 
71.8 
71.9 
72.2 
71.9 
72.2 
7 2 3 

65.7 
6 8 4 
71.1 
72 8 
73.2 
73.8 
74.9 
76.6 
76.8 
77.2 
77 2 
77.7 
77.5 
77.8 
78.2 
78.1 
78.2 
78.2 
78.3 
78.4 
78.3 
76.6 
78.8 
7 8 9 
79 2 
78.9 
79.0 
79 2 

11.9 
12.6 
12.8 
13.1 
12 9 
12.9 
13.1 
13 7 
13 7 
13.9 
13.9 
14.2 
14.0 
14 2 
14 5 
14 3 
14 4 
|4 4 
14 5 
14.6 
14.6 
14.8 
15.0 
15.1 
15.2 
15 1 
15.3 
154 

13.4 
14 4 
15.1 
156 
159 
16 3 
17.1 
18.0 
18.1 
18.3 
18.3 
18.6 
18.4 
18.6 
18.8 
18.6 
18.7 
18 6 
18.7 
18.7 
18.7 
18.9 
19.0 
19.1 
19.3 
19.0 
19.0 
1 9 2 

757.0 72.5 79.3 154 19.2 
731.3 73.0 79.7 15.6 19.4 
700 5 73.9 80.2 15.9 19.5 
677.3 74.5 8 0 5 16 1 197 
6 5 7 4 74 9 80.9 16 3 199 
638.4 75.3 81.2 16 5 20.1 
6 2 0 4 7 5 6 81.5 16 7 2 0 3 
6 0 3 2 76.0 81 8 169 20.5 
587 0 76.3 82.1 17 1 20.7 
571.5 76 6 8 2 4 17.3 21.0 
556 7 76 9 82.7 17 5 21 2 
542.7 77.2 83.0 17 7 21 4 
529.3 77 5 83.3 17.9 2 1 6 
516.5 77.8 83.6 18 0 21.8 
504 3 78.1 83.8 18.2 2 2 0 
492.6 78 4 84.1 184 2 2 2 
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T a b l e I I . D 2 . — S e l e c t e d D e m o g r a p h i c A s s u m p t i o n s by A l t e r n a t i v e , 

C a l e n d a r Y e a r s 1940 -2070 ( C o n t . ) 

Z ~ , Lite expectancy* 
total Age-sex-adiusted , , . . ., ' At cc 

,„,.,,,•,„ ., . 2 At birtli At age 65 
lertility death rate"^ 

Calendar year ra le ' (per 100.000) Male Female Male Female 

Low Cost: 
1996 2.06 756.4 72.8 79.2 15.3 19.1 
2000 2.08 750.1 73.0 79.3 15.3 19.0 
2005 2.11 745.1 73.3 79.3 15.3 18.8 
2010 2.14 739.0 73.5 79.4 15 4 18.8 
2015 . . . . 2.17 729.7 73.8 79.6 15 4 18.8 
2020 2.20 720.0 74.0 79.7 15.5 18.9 
2025 2.20 710.6 74.2 79.9 15.6 19.0 
2030 2.20 701.5 74.3 80.0 15.6 19.1 
2035 2.20 692.8 74.5 80.2 15.7 19.2 
2040 2 20 684.4 74.7 80.3 15.8 19.2 
2045 2 20 676.2 74.8 80.5 15.9 19.3 
2050 2.20 668.4 75.0 80.6 15.9 19.4 
2055 2.20 660.7 75.2 80.7 16.0 19.5 
2060 2.20 653.4 75.3 80.9 16.1 19.6 
2065 2.20 646.2 75.5 81.0 16.1 196 
2070 2.20 639.3 75.6 81 1 16.2 19 7 

High Cost" 
1996 2.0 1 754.3 72.3 79.4 1 5.5 1 9.3 
2000 . . . . 1.94 720.2 72.7 80.0 15.9 19.8 
2005 1.86 668.2 73.9 80.9 16.3 20.2 
2010 . . . . 1.77 619.3 75.3 81.6 16.7 20 5 
2015 1.68 583.3 76.2 82.3 17.1 20 9 
2020 . . . 1.00 553.0 76 8 82.8 17.5 21.3 
2025 1.60 525.6 77 4 83.4 17.9 21.7 
2030 1.60 500.1 78.0 84.0 18.3 22.2 
2035 1.60 4 76.0 7 8.5 84.5 1 8.7 22.6 
2040 1.60 453.3 79.1 85.0 19.1 23.0 
2045 1.60 431.9 79.6 85.6 19.5 23.4 
2050 1.60 411.7 80.2 86.1 19.9 23 8 
2055 . . . . 1.60 392.6 80.7 86.6 20.3 24.2 
2060 1.60 374.6 81 2 87.1 20.7 24.6 
2065 . . . 1.60 357.7 81.8 87.6 21.1 25.0 
2070 T60 341.8 82.3 88.0 21.4 25.4 

' The total lertility rate lor any year is Ihe average number ol children who would be born lo a woinan in 
her liletime it she were to experience Ihe birth rales by age observed in. or assumed for the selected 
year, and it she were to survive the entire childbearing period. The ultimate total lertility rale is assumed 
lo be reached in 2020. 
^ The age-sex-adjusled death rale is the crude rate that would occur in the enumerated tolal population 
as ol April 1, 1980, it that population were to experience the death rates by age and sex observed in, or 
assumed lor, the selected year 

The lite expectancy lor any year is the average number ol years ol lite remaining tor a person it lhal per­
son were to experience the death rales by age observed in. or assumed lor. tlie selected year. 
" Preliminary or estimated 

In addition to the assumptions discussed above, many other factors 
are necessary to prepare the estimates presented in this report. Sec­
tion I I .H includes a discussion of many of those factors. 

The ultimate values presented in table II.D2 reflect little change from 
the ultimate values used for last year's report. The ultimate rates of 
change in mortality for the age groups under 65 were increased for 
this report so that they would be higher than the ultimate rates of 
change for older groups, consistent with historical experience 
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throughout this century. In addition, ultimate net immigration rates 
were redistributed by increasing other-than-legal and decreasing 
legal net immigration. The decrease of 50,000 legal immigrants 
reflects the lower numbers currently being admitted by the Immigra­
tion and Naturalization Service (INS). The increase of 50,000 other-
than-legal immigrants is based on continuing studies done by INS 
and the Bureau of the Census which show increasing numbers of ille­
gal immigrants. The effect on the financing of the OASDI program of 
these and other changes is discussed in section II.F2. 
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E. AUTOMATIC ADJUSTMENTS 

The Social Security Act specifies that certain program amounts affect­
ing the determination of OASDI benefits are to be adjusted annually, 
in general, to reflect changes in the economy. The law prescribes spe­
cific formulas that, when applied to reported statistics, produce "auto­
matic" revisions in these program amounts and hence in the benefit-
contputation procedures. 

In this section, values are shown for the program amounts that are 
subject to automatic adjustment, from the time that such adjustments 
became effective through 2005. Projected values for future years are 
based on the economic assumptions described in the preceding section 
of this report. Appendix F, in addition to providing the most recent 
determinations of program amounts under the automatic adjustment 
provisions, also provides a more complete description of such 
amounts. 

Under the automatic-adjustment provisions affecting cost-of-living 
increases, benefits generally are increased once a year. These provi­
sions were originally enacted in 1972 and first became effective with 
the benefit increase effective for June 1975. The 1983 amendments 
changed the effective month to December for years after 1982. For 
persons becoming eligible for benefits in 1979 and later, the increases 
generally begin with the year in which the worker reaches age 62, or 
becomes disabled or dies, i f earlier. An automatic cost-of-living benefit 
increase of 2.6 percent, effective for December 1995, was announced 
in October 1995, as described in appendix F. The automatic cost-of-liv­
ing benefit increase for any year is normally based on the change in 
the CPI from the third quarter of the previous year to the third quar­
ter of the current year.^ 

Under section 215(b)(3) of the Social Security Act, the national aver­
age wage index^ for each year after 1950 is used to index the earnings 
of most workers first becoming eligible for benefits in 1979 or later. 
This procedure converts a worker's past earnings to approximately 
their equivalent values near the time of the worker's retirement or 

1 If the combined assets ol the OASI and DI Trust Funds at the beginning ol a year represent less than 20 
percent ol annual expenditures lor that year, then the automatic benelit increase lor December is limited 
lo the lesser ol Ihe increases in wages or prices. This "stabilizer" provision has not aflected any benelit 
increases since its enactment in 1983. Based on the projected operations ol the trust lunds shown in this 
report under the alternative sets ol assumptions, the stabilizer provision is unlikely lo allect any luture 
OASDI benelit increases under present law. 

^ The average wage index is delined in the Code ol Federal Regulations (Title 20. Chapter III. section 
404.211(c)) 
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other eligibility, and these indexed values are used to calculate the 
worker's benefit. The average wage index is also used to adjust most 
of the program amounts that are subject to the automatic-adjustment 
provisions. Table I I . E l shows the average wage index as determined 
for each year 1951 through 1994. 

Table I I .El .—Average Wage Index, Calendar Years 1951-94 

Year Amount Year Amount Year AmounI 

1951 
1952 
1953 
1954 
1955 

1956 
1957 
1958 
1959 
1960 

1961 
1962 
1963 
1964 
1965 

52,799.16 
2,973.32 
3,139.44 
3,155.64 
3.301.44 

3.532.36 
3.641 72 
3.67380 
3.855.80 
4.007.12 

4,086.76 
4.291.40 
4.396 64 
4.576.32 
4.658.72 

1966 . 
1967 . 
1968 . 
1969 
1970 . 

1971 . 
1972 . 
1973 
1974 . 
1975 . 

1976 . 
1977 . 
1978 . 
1979 . 
1980 . 

S4.938.36 
5.213.44 
5,571 76 
5.893 76 
6,186.24 

6.497 08 
7.133.80 
7.580.16 
8.030 76 
8.630 92 

9.226 48 
9.779.44 
10.556.03 
11.479 46 
12.513.46 

1981 
1982 
1983 
1984 
1985 

1986 
1987 
1988 
1989 
1990 

1991 
1992 
1993 
1994 

S13.773.10 
14.531 34 
15.239 24 
16.135.07 
16.822 51 

17.321.82 
18.426.51 
19.334 04 
20.099.55 
21.027 98 

21.811 60 
22.935.42 
23.132.67 
23.753 53 

The law provides for an automatic increase in the OASDI program's 
contribution and benefit base, based on the increase in the average 
wage index, for the year following a year in which an automatic'bene­
fit increase became effective. As described in appendix F, the contribu­
tion and benefit base for 1996 was determined to be $62,700. 

Under the retirement earnings test, earnings below certain amounts 
are exempted from the withholding of benefits payable to beneficiaries 
under age 70. Different exempt amounts apply for beneficiaries under 
age 65 and for those aged 65 to 69. The automatic adjustment provi­
sions require that such exempt amounts be increased in the year fol­
lowing a year in which an automatic cost-of-living benefit increase 
becomes effective. Generally, increases in the exempt amounts are 
based on increases in the average wage index. Public Law 104-121, 
however, mandates a fixed series of exempt amounts for persons aged 
65 to 69, for years 1996-2002. After 2002, the exempt amounts are 
indexed. 

Table II.E2 shows historical automatic cost-of-living benefit increases 
for the years 1975-95 and assumed increases through 2005. The table 
also shows historical year-to-year percentage increases in the average 
wage index for- 1975-94 and assumed increases through 2005. As 
noted above, the OASDI contribution and benefit base and the retire­
ment test exempt amounts are adjusted on the basis of such wage 
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increases. The historical and projected amounts for this base and the 
exempt amounts are also shown in table II.E2. The projections are 
shown under the three alternative sets of economic assumptions 
described in the previous section. 

Table II.E2.—Cost-of-Living Benefit Increases, Average Wage Index Increases, 
OASDI Contribution and Benefit Bases, and Retirement Earnings Test 

Exempt Amounts, 1975-2005 

Retirement earnings 

Calendar year 
Historical data: 

1975 
1976 
1977 
1978 
1979 

1980 
1981 
1982 
1983 
1984 

1985 
1986 
1987 
1988 
1989 

1990 
1991 
1992 
1993 
1994 
1995 

Intermediate: 
1996 
1997 
1998 
1999 
2000 

2001 
2002 
2003 
2004 
2005 

Low Cost: 
1996 
1997 
1998 
1999 
2000 

2001 
2002 
2003 
2004 
2005 

OASDI Increase OASDI test exempt amount 

benefit in average contribution Ages 
increases' wage index^ and benelit Under 65 and 

(percent) (percent) base ^ age 65 over" 

8.0 7.5 $14,100 S2,520 S2.520 
6.4 6.9 15,300 2,760 2.760 
5.9 6.0 16.500 3,000 3.000 
6.5 7.9 17.700 3,240 ^4 .000 
9.9 8 7 ^ 22.900 3,480 ^4 .500 

14.3 9 0 ^ 25.900 3,720 5 5.000 
11.2 10 1 ^ 29.700 4.080 ^ 5.500 
7.4 5.5 32.400 4.440 ^ 6.000 
3.5 4 9 35,700 4,920 6.600 
3.5 5 9 37.800 5,160 6.960 

3.1 4 3 39.600 5,400 7,320 
1.3 3 0 42.000 5,760 7,800 
4.2 6.4 43.800 6,000 8,160 
4.0 4 9 45.000 6.120 8,400 
4.7 4 0 48.000 6.480 8,880 

5.4 4.6 51.300 6.840 9,360 
3.7 3.7 53.400 7.080 9,720 
3.0 5.2 55.500 7,440 10,200 
2.6 .9 57.600 7.680 10,560 
2.8 2.7 60.600 8.040 11.160 
2.6 " 3.9 61.200 8.160 11.280 

2.9 3.9 ' '62,700 ' 8.280 ^ 12.500 
3.2 4.2 65,100 8,640 ^ 13.500 
3 3 3.9 67,800 9,000 ^ 14.500 
3.4 4 2 70,500 9,360 5 15,500 
3.5 4.2 73,500 9,720 ^ 17,000 

3.7 4 3 76.500 10,080 ^ 25,000 
3.9 4.5 79.500 10,560 ^ 30,000 
4.0 4 8 83.100 11,040 31,320 
4 0 4.9 86.700 11,520 32,760 
4.0 5.0 90.900 12,120 34,320 

2 5 4 0 ' 62.700 ^ 8.280 ^ 12,500 
2 9 4.5 65.400 8.640 ^ 13,500 
3 0 4.4 67.800 9,000 ^ 14.500 
3.0 4.6 70.800 9.360 ^ 15.500 
3.0 4.5 . 74.100 9.840 5 17.000 

3.0 4.4 77.400 10.320 ^ 25.000 
3 0 4.4 81.000 10.680 ^ 30.000 
3.0 4.5 84.300 11.160 31.320 
3 0 4.5 88.200 11.760 32,760 
3.0 4 6 92.100 12.240 34,200 
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Table II.E2.—Cost-of-Living Benefit Increases, Average Wage Index Increases, 
OASDI Contribution and Benefit B a s e s , and Retirement Earnings Test 

Exempt Amounts, 1975-2005 (Cont ) 

Retirement earnings 
OASDI Increase OASDI test exempt amount 
benelit in average contribution Ages 

increases' wage index^ and benelit Under 65 and 
Calendar year (percent) (percent) base age 65 over" 

High Cost: 
1996 2.8 3.1 ^$62,700 '$8,280 'S12.500 
1997 3 2 3 5 64,800 8,640 ^13.500 
1998 5.8 5.3 66.900 8.880 ^ 14.500 
1999 5 1 4 4 69.300 9.240 ^15.500 
2000 4 5 4 7 72.900 9.720 ^17.000 

2001 5.0 5.1 76,200 10.080 ^25.000 
2002 5.0 4.9 79,800 10.560 ^30,000 
2003 5.0 5.1 84.000 11.160 31.560 
2004 5.0 5.3 87.900 11,640 33.120 
2005 5̂ 0 5̂ 4 92.400 12.240 34,800 

' EHeclive with benetils payable lor June in each year 1975-82. and lor December in each year alter 
1982. 
^ Increase in the average wage index Irom prior year lo Ihe year shown. See lootnote 6 below and table 
III Bl for projected dollar amounts ol the average wage index. 

The bases lor years alter 1989 were increased slightly by changes lo the indexing procedure, as 
required by Public Law 101-239 Prior to 1991. ttie Hospital Insurance (HI) contribution base was Ihe 
same as the OASDI contribution and benelit base. Higher HI bases ol 5125,000. 5130,200. and S135.000 
applied lor 1991-93. respectively Public Law 103-66 repealed the HI contribution base 
" In 1955-82, the retirement earnings lest did not apply at ages 72 and over; beginning in 1983. it does 
not apply at ages 70 and over. 
5 Amounts lor 1978-82 specilied by Public Law 95-216: lor 1996-2002. Public Law 104-121. 
^ Based on an estimated average wage index ol 524,669.85 lor 1995. 
' Actual amount, as detemiined and announced in October 1995. 

Other wage-indexed amounts are shown in table II.E3. The table pro­
vides historical values from 1978, when the amount of earnings 
required for a quarter of coverage was first indexed, through 1996, 
and also shows projected amounts under the intermediate assump­
tions through the year 2005. These other wage-indexed program 
amounts are described in the following paragraphs. 

As noted earlier, a worker who becomes eligible for benefits in 1979 or 
later generally receives a benefit based on his or her indexed earn­
ings. These indexed earnings are used to calculate the worker's Aver­
age Indexed Monthly Earnings (AIME). The basic formula used to 
compute the Primary Insurance Amount (PIA) for workers who reach 
age 62, become disabled, or die in 1996 is: 

90 percent of the first $437 of AIME, plus 
32 percent of AIME in excess of $437 

but not in excess of $2,635, plus 
15 percent of AIME in excess of $2,635. 
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The amounts separating the individual's AIME into intervals—the 
"bend points"—are adjusted automatically by the changes in average 
wages as specified in section 215(a)(1)(B) of the Social Security Act. 

A similar formula is used to compute the maximum total amount of 
monthly benefits payable on the basis of the earnings of a retired or 
deceased individual. This formula is a function of the individual's PIA, 
and is shown below for workers who first became eligible for benefits, 
or who died before becoming eligible, in 1996: 

150 percent of the first $559 of PIA, plus 
272 percent of the PIA in excess of $559 

but not in excess of $806, plus 
134 percent of the PIA in excess of $806 

but not in excess of $1,052, plus 
175 percent of the PIA in excess of $1,052. 

These PIA-interval bend points are adjusted automatically in accor­
dance with section 203(a)(2) of the Act. 

An individual's insured status depends on the number of quarters of 
coverage he or she has earned while in covered employment. The 1977 
amendments specified the amount of earnings required in 1978 to be 
credited with a quarter of coverage and provided for automatic adjust­
ment of this amount for years thereafter. 

The law provides for the determination of the OASDI contribution 
and benefit bases that would have been in effect in each year after 
1978 under the automatic-adjustment provisions as in effect before 
the enactment of the 1977 amendments. This "old-law base" is used in 
determining special-minimum benefits for certain workers who have 
many years of low earnings in covered employment.^ Beginning in 
1986, the old-law base is also used in the calculation of OASDI bene­
fits for certain workers who are eligible to receive pensions based on 
noncovered employment. In addition, i t is used for certain purposes 
under the Railroad Retirement program and the Employee Retire­
ment Income Security Act of 1974. 

' For special minimum purposes, "low earnings" means earnings ol at least 15 percent ol the old-law 
base. Prior lo 1991. Ihe delinilion required earnings ol al least 25 percent ol Ihe old-law base. 
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Table II.E3.—Selected OASDI Program Amounts Determined Under the Automatic-
Adjustment Provisions, Calendar Years 1978-96, and Projected Future Amounts, 
Calendar Years 1997-2005, on the B a s i s of the Intermediate Set of Assumptions 

Earnings .. .. 
AIME "bend PIA "bend points" required coiitribu-

points" in PIA in maximum- for a |jon and 
lonnula lamily-benelit lormula quarter ol benefit 

Calendar year First Second First Second Third coverage' base^ 

Historical data: 

1978 .(''). (^) . (^) . (^) . <') "5250 C) 
1979 "5180 "51.085 "5230 "5332 " S433 260 518.900 

1980 194 1,171 248 358 467 290 20.400 
1981 211 1.274 270 390 508 310 22,200 
1982 230 1,388 294 425 554 340 24,300 
1983 254 1.528 324 468 610 370 26.700 
1984 267 1.612 342 493 643 390 28.200 

1985 280 1.691 358 517 675 410 29.700 
1986 297 1.790 379 548 714 440 31.500 
1987 310 1.866 396 571 745 460 32.700 
1988 319 1.922 407 588 767 470 33.600 
1989 339 2.044 433 626 816 500 35.700 

1990 356 2.145 455 656 856 520 38.100 
1991 370 2.230 473 682 890 540 39.600 
1992 387 2.333 495 714 931 570 41.400 
1993 401 2.420 513 740 966 590 42.900 
1994 422 2.545 539 779 1.016 620 45.000 

1995 426 2.567 544 785 1.024 630 45.300 

1996 437 2.635 559 806 1.052 640 46.500 

Estimates: 

1997 454 2.737 580 838 1.092 670 48.300 
1998 472 2.845 603 870 1.135 690 50.400 
1999 492 2.964 628 907 1,183 720 52,500 
2000 " i l l 3.080 653 943 1,229 . 750 54.600 
2001 532 3.209 680 982 1.280 780 56,700 
2002 555 3.344 709 1.023 1.335 820 59.100 
2003 579 3.488 739 1.067 1.392 850 61.800 
2004 605 3.646 773 1.116 1.455 890 64.500 
2005 634 3.822 810 1.169 1.525 930 67.500 

' See appendix F lor a description ol quarter-ol-coverage requirements prior to 1978. 
^ Contribution and benelit base that would have been determined automatically under Ihe law in ellect 
prior to enactment ol the Social Security Amendments ol 1977. The bases lor years alter 1989 were 
increased slightly by changes to the indexing procedure to determine Ihe base, as required by Public Law 
101-239. 
^ No provision in law lor this amount in this year 
" AmounI specilied for first year by Social Security Amendments ol 1977: amounts lor subsequent years 
subject lo automatic-adjustment provisions. 
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F. ACTUARIAL ESTIMATES 

Section 201(c)(2) of the Social Security Act requires the Board of 
Trustees to report annually to the Congress on the operations and sta­
tus of the OASI and DI Trust Funds during the preceding fiscal year 
and on the expected operations and status of those trust funds during 
the ensuing 5 fiscal years. Section 201(c) of the Act also requires that 
the annual report include "a statement of the actuarial status of the 
Trust Funds." 

The required information for the fiscal year that ended September 30, 
1995, is presented in section II.C of this report. Estimates of the oper­
ations and status of the trust funds during fiscal years 1996-2005 are 
presented in this section. In addition, similar estimates for calendar 
years 1996-2005 are presented. A description of the actuarial status of 
the trust funds over the next 75 years, including long-range estimates 
of program income and program costs over that period, is also 
included in this section. The methods used to estimate the short-
range operations of the trust funds and the long-range actuarial sta­
tus are described in section I I .H . 

A number of different measures are useful in evaluating the financial 
status of the trust funds over the next 75 years. In addition to actuar­
ial balance, and summarized income and cost rates, which are 
described in detail below, these measures include (1) the levels of 
future annual income and outgo, both in terms of dollars and relative 
to annual tcixable earnings or payroll, including the pattern and ulti­
mate values of such levels; (2) the annual differences between income 
and outgo, i.e., the annual balances, in dollars and relative to taxable 
payroll; (3) the size of future fund accumulations, in dollars and rela­
tive to future annual expenditures; and (4) the year in which trust 
fund exhaustion is estimated to occur. Estimates of all these indica­
tors are presented in this section or in the appendices of this report. 
However, more attention is focused on certain elements of these mea­
sures, as described below. 

In the short range, the adequacy of the trust fund level is generally 
measured by the "trust fund ratio," which is defined to be the assets at 
the beginning of the year expressed as a percentage of the outgo dur­
ing the year. (For the years 1984-90, the assets at the beginning of the 
year also included advance tax transfers for the month of January. 
Assets at the beginning of subsequent years include advance tax 
transfers only if such transfers are needed to enable the timely pay­
ment of benefits.) The trust fund ratio represents the proportion of a 
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year's outgo which can be paid with the funds available at the begin­
ning of the year. During periods when trust fund disbursements 
exceed income, as might happen during an economic recession, trust 
fund assets are used to meet the shortfall. In the event of recurring 
shortfalls for an extended period, the trust funds can allow sufficient 
time for the development, enactment, and implementation of legisla­
tion to restore financial stability to the program. 

The test of financial adequacy over the short-range projection period 
(the next 10 years), is applicable to each of the OASI and DI Trust 
Funds, separately, as well as to the combined funds. The require­
ments of this test are as follows: If the estimated trust fund ratio for a 
fund is at least 100 percent at the beginning of the projection period, 
then it must be projected to remain at or above 100 percent through­
out the 10-year projection period. Alternatively, i f the ratio is initially 
less than 100 percent, then i t must be projected to reach a level of at 
least 100 percent by the beginning of the sixth year and to remain at 
or above 100 percent throughout the remainder of the 10-year period. 
In addition, the fund's estimated assets at the beginning of each 
month of the 10-year period must be sufficient to cover that month's 
disbursements. This test is applied on the basis of the intermediate 
(alternative II) estimates. Failure to meet this test by either trust 
fund is an indication that solvency of the program over the next 10 
years is in question and that Congressional action is needed to 
improve the short-range financial adequacy of the program. 

Basic to the discussion of the long-range actuarial status are the con­
cepts of "income rate" and "cost rate," each of which is expressed as a 
percentage of taxable payroll. The annual income rate is the ratio of 
income from revenues (payroll tax contributions and income from the 
taxation of benefits) to the OASDI taxable payroll for the year. The 
OASDI taxable payroll consists of the total earnings which are subject 
to OASDI taxes, with some relatively small adjustments.^ Because 
the taxable payroll reflects these adjustments, the annual income rate 
can be defined to be the sum of the OASDI combined employee-
employer contribution rate (or the payroll-tax rate) scheduled in the 
law and the rate of income from taxation of benefits (which is, in turn, 
expressed as a percentage of taxable payroll). As such, it excludes 
reimbursements from the general fund of the Treasury for the costs 

Adjustments are made to include, alter 1982. deemed wage credits based on military service, and to 
rellect the lower elfective tax rales (as compared to Ihe combined employee-employe: nte) which apply 
to multiple-employer "excess wages," and which did apply, belore 1984. lo net earnings Irom sell-employ­
ment and. belore 1988. to income Irom tips. 
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associated with special monthly payments to certain uninsured per­
sons who attained age 72 before 1968 and who have fewer than 3 
quarters of coverage, transfers under the interfund borrowing provi­
sions, and net investment income. 

The annual cost rate is the ratio of the cost (or outgo, expenditures, or 
disbursements) of the program to the taxable payroll for the year. In 
this context, the outgo is defined to include benefit payments, special 
monthly payments to certain uninsured persons who have 3 or more 
quarters of coverage (and whose payments are therefore not reimburs­
able from the general fund of the Treasury), administrative expenses, 
net transfers from the trust funds to the Railroad Retirement pro­
gram under the financial-interchange provisions, and payments for 
vocational rehabilitation services for disabled beneficiaries; i t 
excludes special monthly payments to certain uninsured persons 
whose payments are reimbursable from the general fund of the Trea­
sury (as described above), and transfers under the interfund borrow­
ing provisions. For any year, the income rate minus the cost rate is 
referred to as the "balance" for the year. (In this context, the term 
"balance" does not represent the assets of the trust funds, which are 
sometimes referred to as the "balance" in the trust funds.) 

The long-range actuarial status of the trust funds has generally been 
summarized by the calculation of the "actuarial balance." The actuar­
ial balance for a specified valuation period is defined as the difference 
between the summarized income rate and the summarized cost rate 
over that period. The summarized income rate over a period of years 
is equal to the ratio of (a) the sum of the trust fund balance at the 
beginning of the period plus the present value of the total income 
(excluding interest earnings) during the period, to (b) the present 
value of the taxable payroll for the years in the period. The summa­
rized cost rate is equal to the ratio of (a) the sum of the present value 
of the outgo during the period plus the present value of a targeted 
trust fund level at the end of the period equal to the following year's 
outgo to (b) the present value of the taxable payroll for the years in 
the period. A targeted ending trust fund level of 1 year's expenditures 
is considered to be an adequate reserve for unforeseen contingencies; 
thus, in addition to the total outgo during the projection period, the 
summarized cost rate includes the cost of reaching and maintaining a 
target trust fund ratio of 100 percent through the end of the projection 
period. 

The present-value calculations take account of the effect of interest on 
future income and outgo. In calculating the present value of future 
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income, for example, the income in each year of the projection period 
is discounted to the beginning of the period using the interest rate 
assumed for calculating the interest earnings of the trust funds dur­
ing the period. Thus, the calculations of the summarized income and 
cost rates are consistent with the estimates of trust fund operations 
over the projection period. 

I f the program is in exact actuarial balance for a particular period 
(that is, if the actuarial balance is zero), then the present value of esti­
mated future income for all years in the period, plus the beginning 
trust fund balance, is exactly equal to the present value of estimated 
future expenditures for all years in the period, plus the present value 
of targeted trust fund assets at the end of the period in the amount of 
the next year's estimated outgo. A negative actuarial balance indi­
cates that future estimated income and the beginning trust fund bal­
ance together are not sufficient to accumulate to the level of the 
targeted assets while also covering all estimated expenditures in the 
period. A positive actuarial balance indicates that in addition to cover­
ing all estimated expenditures in the period, the estimated ending 
trust fund assets are more than the targeted level. 

The size of the actuarial balance represents a measure of the pro­
gram's financial adequacy for the period in question. The actuarial 
balance can be interpreted as that amount which, if added to the com­
bined employee-employer contribution rate scheduled under present 
law for each of the next 75 years, would bring the program into exact 
actuarial balance. Of course, there are any number of different ways 
to increase taxes or to reduce expenditures, as well as different combi­
nations of such changes, that would have an equivalent effect on the 
actuarial balance. Any one of these different sets of changes would, 
therefore, bring the program into exact actuarial balance. 

The long-range test of close actuarial balance applies to a set of valua­
tion periods beginning with the first 10 years and continuing through 
the first 11 years, the first 12 years, etc., up to and including the full 
75-year projection period. Under the long-range test, summarized 
income rates and cost rates are calculated for each of the 66 valuation 
periods in the fu l l 75-year long-range projection period, with the first 
of these periods consisting of the next 10 years. Each succeeding 
period becomes longer by 1 year, culminating with the period consist­
ing of the next 75 years. The long-range test is met i f for each of the 
66 time periods, the actuarial balance is not less than zero or is nega­
tive by, at most, a specified percentage of the summarized cost rate for 
the same time period. The percentage allowed for a negative actuarial 
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balance is 5 percent for the ful l 75-year period. For shorter periods, 
the allowable percentage begins with zero for the first 10 years and 
increases uniformly for longer periods, until it reaches the maximum 
percentage of 5 percent allowed for the 75-year period. The criterion 
for meeting the test is less stringent for the longer periods in recogni­
tion of the greater uncertainty associated with estimates for more dis­
tant years. 

When a negative actuarial balance in excess of the allowable percent­
age of the summarized cost rate is projected for one or more of the 66 
separate valuation periods, the program fails the long-range test of 
close actuarial balance. Being out of close actuarial balance indicates 
that the program is expected to experience financial problems in the 
future and that ways of improving the financial status of the program 
should be considered. The sooner the actuarial balance is less than 
the minimum allowable balance, expressed as a percentage of the 
summarized cost rate, the more urgent is the need for corrective 
action. However, it is recognized that necessary changes in program 
financing or benefit provisions should not be put off until the last pos­
sible moment if future beneficiaries and workers are to be able to 
effectively plan for their retirement. 

I t was noted earlier in this section that in addition to the measures 
used in the tests of the overall financial condition of the program, 
other financial measures are also presented in this report. All of these 
measures are important factors in arriving at a ful l understanding of 
the financial position of the OASDI program. 
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1. Operations and Status of the Trust Funds During 
the Period October 1, 1995, to December 31, 2005 

This subsection presents estimates of the operations and financial sta­
tus of the OASI and DI Trust Funds for the period October 1, 1995, to 
December 31, 2005, based on the assumptions described in the pre­
ceding two sections. No changes are assumed to occur in the present 
statutory provisions and regulations under which the OASDI program 
operates.^ 

These estimates indicate that the assets of the OASI Trust Fund 
would continue to increase throughout the next 10 years, rapidly 
under the intermediate and low cost assumptions and moderately 
under the high cost assumptions. The estimates indicate that the 
assets of the DI Trust Fund would also continue to increase through­
out the next 10 years under the intermediate and low cost assump­
tions, at a slightly lower rate than for the OASI Trust Fund. Under 
the high cost assumptions, DI assets would increase for a few years 
before declining and becoming insufficient to permit the timely pay­
ment of benefits by the middle of 2005. 

As will be shown later in this subsection, the OASI and DI Trust 
Funds, both individually and combined, meet the requirements of the 
Trustees' test of short-range financial adequacy. 

' The estimates shown in this subsection rellect 12 months ol benelit payments in each year ol the short-
range projection period In practice. 13 benelit payments can be made in certain years, with the next year 
having only 11 payments. This situation can result Irom the statutory requirement that benelit checks t>e 
delivered early when the normal check delivery date is a Saturday. Sunday, or legal public holiday. For 
exannple. the benelit checks lor December 1992 wouki normally have been delivered oii January 3.1993: 
however, because that day was a Sunday, and the two preceding days a Saturday and a tiolkjay. the 
checks were actually delivered on December 31, 1992. The annual benefit figures are shown as it those 
benefit checks were delivered on the usual date. 
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a. OASI Trust Fund Operations 

Estimates of the operations and status of the OASI Trust Fund during 
calendar years 1996-2005 are shown in table I I . F l based on each of 
the three alternative sets of assumptions. Actual operations for calen­
dar year 1995 are also shown in the table. 

The increases in estimated income shown in table I I . F l under each 
set of assumptions reflect increases in estimated taxable earnings and 
growth in interest earnings on the invested assets of the trust fund. 
For each alternative, employment and earnings are assumed to 
increase in every year through the year 2005 (with the exception that 
employment is estimated to decline temporarily during the economic 
recessions assumed under alternative II I ) . The number of persons 
with taxable earnings would increase on the basis of alternatives I , I I , 
and I I I from 141 million during calendar year 1995 to about 157 mil­
lion, 152 million, and 148 million, respectively, in 2005. The total 
annual amount of taxable earnings is projected to increase from 
$2,925 bilhon in 1995 to $5,056 biUion, $4,793 billion, and $4,726 bil­
lion, in 2005, on the basis of alternatives I , I I , and I I I , respectively. (In 
1995 dollars—taking account of assumed increases in the CPI from 
1995 to 2005 under each alternative—the estimated amounts of tax­
able earnings in 2005 are $3,784 billion, $3,368 billion, and $3,004 bil­
lion, respectively.) These increases in taxable earnings are due 
primarily to (1) projected increases in employment levels and average 
earnings in covered employment, (2) increases in the contribution and 
benefit base in 1996-2005 under the automatic adjustment provisions, 
and (3) various provisions enacted in 1983 and later, including exten­
sions of coverage to additional categories of workers. 

Growth in interest earnings represents a significant component of the 
overall increase in trust fund income during this period. Although 
interest rates payable on trust fund investments are not assumed to 
change substantially from current levels, the continuing rapid 
increase in OASI assets will result in a corresponding increase in 
interest income. By the year 2005, interest income to the OASI Trust 
Fund is projected to range from 11 to 15 percent of total trust fund 
income (depending on alternative), as compared to 10 percent in 1995. 
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Table II.Fl.—Estimated Operations of the OASI Trust Fund by Alternative, 
Calendar Years 1995-2005 

[Amounts in billions] 

Expen­ Net increase Fund al end Trust lund 

Calendar year Income ditures in lund ol year Amount' Ratio^ 

1995^ . . 5342.8 S297 8 S450 5458.5 5413.5 139 
Intermediate: 

1996 .... 364.0 309.2 54.8 513.3 4585 148 
1997 3859 323 5 62.4 575.6 513.3 159 
1998 406.7 3384 68 2 643 9 575.6 170 
1999 4280 354 7 73.2 717 1 643.9 182 
2000 .... 448.0 372.4 75.6 792.7 717.1 193 

2001 4729 391.6 81.3 874 0 792 7 202 
2002 500.0 412.4 87.6 961 6 874.0 212 
2003 .... 530.0 434.9 95 1 1.056.7 961.6 221 
2004 561 6 459 1 102 5 1.1592 1.056 7 230 
2005 596 8 484.9 1119 1.271.1 1,159.2 239 

Low Cost: 
1996 365 7 308.8 56 9 515.4 458.5 148 
1997 393.0 321.6 71.4 586.8 515.4 160 
1998 . . 418.0 335.1 83.0 669.8 586.8 175 
1999 445.3 349.6 95.6 765.4 6698 192 
2000 . 470 8 365.0 105.8 871 2 7654 210 

2001 . 501 8 381.5 120.3 991.5 871.2 228 
2002 533.9 398.7 135.2 1.126.7 991.5 249 
2003 . . 567.2 416 4 150.8 1.277.5 1.126.7 271 
2004 602.6 435.2 167.4 1.444.9 1.277.5 294 
2005 641.6 4554 186 3 1.631 2 1,444 9 317 

High Cost: 
1996 360.9 309.6 51.3 509.8 458.5 148 
1997 3720 3239 48 1 557 9 509.8 157 
1998 396.9 339.3 57.6 6155 557.9 164 
1999 .... 417 7 364 6 53.2 668 7 615.5 169 
2000 431.9 389 3 425 711.2 668 7 172 

2001 457.0 413 7 43.3 754.5 711.2 172 
2002 ... 485.8 441 4 44 5 799.0 754.5 171 
2003 514 9 470 3 44 6 843.6 799.0 170 
2004 544 0 501 1 428 886 4 843 6 168 
2005 575.7 534.1 41.6 928.1 886.4 166 

Represents assets a! beginning ol year. 
^ Represents amounts shown in preceding column as a percentage ol expenditures during llie year See 
text concerning interpretation ol these ratios 
^ Figures lor 1995 represent actual experience. 
Note Totals do not necessarily equal the sums ol routided components 

Rising expenditures during 1996-2005 reflect automatic benefit 
increases as well as the upward trend in the numbers of beneficiaries 
and in the average monthly earnings underlying benefits payable by 
the program. The growth in the number of beneficiaries in the past 
and the expected growth in the future result both from the increase in 
the aged population and from the increase in the proportion of the 
population which is eligible for benefits. The latter increase is prima­
rily due to various amendments enacted after 1950 which modified 
eligibility provisions and extended coverage to additional categories of 
employment. 

77 



Actuarial Analysis 

Growth has also occurred, and will continue to occur, in the proportion 
of eligible persons who, in fact, receive benefits. This growth is due to 
several factors, among which are (1) the amendments enacted since 
1950 which affect the conditions governing the receipt of benefits and 
(2) the increasing percentage of eligible persons who are aged 70 and 
over and who therefore may receive benefits regardless of earnings. 

The estimates shown in table I I . F l indicate that income to the OASI 
Trust Fund would substantially exceed expenditures in every year of 
the short-range projection period, under each of the three sets of 
assumptions used in this report. The assets of the OASI Trust Fund at 
the beginning of 1995 were equal to 139 percent of the fund's expendi­
tures in 1995. As described in the introduction to this section, this 
ratio is known as the "trust fund ratio;" i t provides a useful measure 
of the relative level of trust fund assets. During 1995, income 
exceeded disbursements by $45.0 billion. As a result, the trust fund 
ratio increased to about 148 percent at the beginning of 1996. 

Assets are estimated to increase substantially in each year of the 
short-range projection period, based on each of the three alternative 
sets of assumptions. The increase in the trust fund ratio from 148 per­
cent at the beginning of 1996 to the range of 166-317 percent at the 
beginning of the year 2005 is due, in part, to the increases in the 
OASI tax rate that became effective in 1988 and 1990 (even though 
much of the increase was reallocated to the DI Trust Fund in 1994). 
Asset growth is also assisted by growth in taxable earnings that is 
projected to exceed the growth in benefit payments throughout the 
short-range projection period (except for certain years under alterna­
tive III) . 

As noted in section II.B, the portion of the OASI Trust Fund that is 
not needed to meet day-to-day expenditures is used to purchase 
investments, generally in special public-debt obligations of the U.S. 
Government. The cash used to make these purchases becomes part of 
the general fund of the Treasury and is used to meet various Federal 
outlays. Interest is paid to the trust fund on these securities and, 
when the securities mature or are redeemed prior to maturity, general 
fund revenues are used to repay the principal to the trust fund. Thus, 
the investment operations of the trust fund result in various cash 
flows between the trust fund and the general fund of the Treasury. 

Currently, the excess of tax income to the OASI Trust Fund over the 
fund's expenditures results in a substantial net cash flow from the 
trust fund to the general fund. Sometime after the turn of the century, 
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as shown in the following subsection, this cash flow will reverse; as 
trust fund securities are redeemed to meet benefit payments and 
other expenditures, revenue from the general fund of the Treasury 
will be drawn upon to provide the necessary cash. The accumulation 
and subsequent redemption of substantial trust fund assets has 
important public policy and economic implications that extend well 
beyond the operation of the OASDI program itself Discussion of these 
broader issues is not within the scope of this report. 

Based on the intermediate (alternative ID assumptions, the assets of 
the OASI Trust Fund would continue to exceed 100 percent of annual 
expenditures by a steadily increasing amount through the end of the 
year 2005. Consequently the OASI Trust Fund satisfies the test of 
short-range financial adequacy by a wide margin. The estimates in 
table I I . F l also indicate that the short-range test would be satisfied 
even under the high cost assumptions. 

In interpreting the trust fund ratios in table I I . F l , i t should be noted 
that at the beginning of any month there must be sufficient assets on 
hand to meet the benefit payments that are payable at the beginning 
of that month. The specific minimum amount of assets required for 
this purpose depends on a number of factors and varies somewhat 
from month to month. Assets of roughly 8 to 9 percent of annual 
expenditures are normally sufficient for this purpose. I f the assets of 
either the OASI or DI Trust Fund at the end of a month fall below the 
minimum amount needed to meet the benefits payable at the begin­
ning of the next month, section 201(a) of the Social Security Act pro­
vides for an advance transfer to the trust fund of all the taxes that are 
expected to be received by the fund in the next month. Thus, the dif­
ference between (1) the sum of the estimated trust fund ratios shown 
in table I I . F l and the advance tax transfers for January expressed as 
a percentage of total expenditures in the year and (2) the minimum 
required level of about 8-9 percent, represents the reserve available to 
handle adverse contingencies. 

b. DI Trust Fund Operations 

The estimated operations and financial status of the DI Trust Fund 
during calendar years 1996-2005 under the three sets of assumptions 
are shown in table II.F2, together with figures on actual experience in 
1995. Income is generally projected to increase steadily under each 
alternative, reflecting most of the same factors described previously in 
connection with the OASI Trust Fund. Because of the low level of DI 
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assets, interest income is not currently a significant component of 
overall income to the DI Trust Fund; however, i t is projected to 
increase to roughly 8 percent of annual trust fund income beginning 
in 2000 on the basis of the intermediate assumptions. 

Expenditures are estimated to increase because of automatic benefit 
increases and projected increases in the amounts of average monthly 
earnings on which benefits are based. In addition, on the basis of all 
three sets of assumptions, the number of DI beneficiaries is projected 
to continue increasing throughout the short-range projection period. 
The projected growth in the number of DI beneficiaries is attributable 
to several factors, including (1) gradual increases in the number of 
persons estimated to be insured for disability benefits and (2) an 
assumption that the number of insured workers who apply for and are 
awarded disability benefits wil l continue to substantially exceed the 
number of disabled worker beneficiaries whose benefits terminate 
each year as a result of death, recovery, or attainment of normal 
retirement age. 

The proportion of insured workers who apply for and are awarded dis­
ability benefits in a given year is referred to as the "disability inci­
dence rate." This rate has fluctuated substantially in past years and 
the causes for the variation have not been precisely determined. Inci­
dence rates increased during 1970-75, declined during 1976-82, 
increased again during 1983-85, and remained steady in 1986-89. 
During 1990-92 the incidence rate resumed increasing, with unusu­
ally rapid increases (on a relative basis) of 8, 12, and 17 percent in 
those 3 years. In 1993-95, the observed incidence rate dechned 
shghtly from the 1992 level. There remains, however, a backlog of 
pending disability applications awaiting final adjudication that is rel­
atively large compared to historical levels. This suggests that the 
recent declines in the incidence rate may, in part, represent a delay in 
awards from 1993-95 to later years. 

The rapid increases in disability benefit applications and awards dur­
ing 1990-92 appear to be attributable, in part, to the rise in unemploy­
ment associated with the 1990-91 economic recession (although the 
evidence is not conclusive). Other explanatory factors may include 
changes to the conditions governing receipt of disability benefits, as 
introduced through recent legislation, regulations, and court deci­
sions, and increased awareness of the DI program by the public. 

These and other factors were discussed at some length in a report 
issued December 1992, entitled "The Social Security Disability Insur-
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ance Program: An Analysis" prepared by the Department of Health 
and Human Services at the request of the Board of Trustees. Subse­
quent to that report, the Social Security Administration, together 
with the Office of the Assistant Secretary for Planning and Evalua­
tion in the Department of Health and Human Services, commissioned 
a series of studies attempting to quantify some of the reasons for the 
rapid growth in the DI program on the early 1990s. Reference should 
be made to these studies for further details on the possible factors 
contributing to the increases in disability incidence rates observed in 
the period 1990-92, and the subsequent decline observed since 1992. 

Due to the substantial variation exhibited by incidence rates in the 
past and the difficulty in determining reliable explanatory factors for 
this variation, any projection of future incidence rates necessarily wil l 
be uncertain. The 1995 disability incidence rate (calculated on an age-
sex-adjusted basis) was 5.25 awards per 1,000 insured workers. This 
figure was about 15 percent higher than the average incidence rate of 
4.6 per thousand that was experienced during 1975 through 1995. 
Under the intermediate assumptions, incidence rates are assumed to 
increase by another 1 percent in 1996-97 and then to decline gradu­
ally for the remainder of the short-range projection period, to about 3 
percent below the level experienced in 1995. A small portion of this 
decline is attributable to the prohibition on future awards of benefits 
to persons disabled by drug addiction or alcoholism enacted in Public 
Law 104-121. Under the low cost alternative, incidence rates decline 
by about 18 percent during 1996-2005, dipping slightly under the 
1975-95 average at the end of the period. The high cost alternative 
assumes that incidence rates increase by another 18 percent over the 
next 7 years (nearing briefly the highest levels experienced during the 
1970s) and then decline slightly over the remaining 3 years of the 
short-range period. 

The proportion of DI beneficiaries whose benefits terminate in a given 
year has also fluctuated significantly in the past. Over the last 20 
years, the rates of benefit termination due to death or conversion to 
retirement benefits (at attainment of normal retirement age) have 
declined very gradually. This trend is attributable, in part, to the 
lower average age of new beneficiaries. The termination rate due to 
recovery has been much more volatile. Currently, the proportion of 
disabled beneficiaries whose benefits cease because of their recovery 
from disability is very low in comparison to past levels. 
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Table II.F2.—Estimated Operations of the DI Trust Fund by Alternative, 
Calendar Years 1995-2005 

(Amounts in billions| 

Expen­ Net increase Fund at end Tmst lund 

Ralio^ Calendar year Income ditures in lund ol year Amount ' Ralio^ 

1995^ . . . 556.7 542.1 514 6 537 6 522 9 55 
Intermediate: 

1996 . . . 60.9 45.4 15.5 53 1 37.6 83 
1997 58.5 49.2 9.3 62 4 53.1 108 
1998 61.4 52 9 8.5 70.9 62.4 118 
1999 64 6 57.0 7.6 78.5 70.9 124 
2000 . . . 71.7 61.7 10.0 88.5 78.5 127 

2001 75.9 66.6 9.3 97.8 88.5 133 

2002 . . 80.2 72.0 8 2 105.9 97.8 136 
2003 84.8 78 1 6.7 112.6 105.9 136 
2004 89.4 84.9 4.6 117.1 112.6 133 
2005 94.5 92.1 2 3 119.5 117 1 127 

Low Cost: 
1996 61.2 44 8 16.4 54.0 37.6 84 
1997 59.7 47.6 12.1 66.1 54.0 113 
1998 63 4 50 3 13 1 79.2 66.1 131 
1999 . . . . 67.7 53.4 14.3 93 4 79.2 148 
2000 . . . . 76.2 56.9 19.3 112 7 93 4 164 

2001 81.7 60 5 21.2 133.9 112.7 186 
2002 . . . . 87 2 64 3 22 9 156.7 133.9 208 
2003 92 8 68 6 24 2 180.9 156.7 229 
2004 98.7 73 2 2 5 4 206.4 180.9 247 
2005 105.1 78.3 26 8 233 2 206.4 264 

High Cost: 
1996 . . 60.4 46.1 14.2 51.8 37.6 81 
1997 . . . . 56.2 50.8 5.4 57.2 51.8 102 
1998 . . . . 59.6 55.5 4.1 61 3 57.2 103 
1999 62.5 62.2 .3 61.7 61.3 99 
2000 67.8 69.3 -1.5 60.2 61.7 89 

2001 . . . 71.7 76.5 -4.8 55.4 60.2 79 
2002 . . .•. 75.6 84.5 •8.9 46 4 55.4 65 
2003 79.2 93.3 -14.1 32 4 46.4 50 
2004 . . . . 82 5 102.8 -20.3 12.0 32.4 31 
2005" . . . 85.8 113.0 -27.2 -15.2 12.0 11 

' Represents assets al beginning ol year. 
^ Represents amounts shown in preceding column as a percenlage ol expenditures during Ihe year. See 
text concerning interpretation ol these ratios. 

Figures lor 1995 represeni actual experience. 
" Under the high cost alternative, the DI Trust Fund would be depleted in 2005. wtien assets would 
become insutticient to pay benetils on lime Thus, figures shown under ttie high cost alternative lor 2005 
are theoretical. See text lor details. 

Note: Totals do not necessarily equal tlie sums ol rounded components. 

In this report, termination rates due to attainment of normal retire­
ment age are estimated to continue their downward trend through 
2002. This rate would drop in 2003 and remain at a depressed level 
for 5 more years as a result of the increase in the normal retirement 
age which begins in that year. Age-specific death rates for disabled 
beneficiaries are assumed to remain at about their current level. Ter­
minations due to recovery are assumed to increase from their current 
levels in response to the additional funding for continuing disability 
reviews authorized under Public Law 104-121. In addition, the prohi-
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bition placed by Public Law 104-121 on benefits payable to individuals 
disabled by drug addiction and alcoholism, is expected to result in a 
one-time increase in terminations during 1997. Ignoring this one-time 
effect, the overall termination rate (reflecting all causes) is projected 
under all three alternatives to continue declining gradually during 
1996-98 and level off during 1999-2002. The overall rate then declines 
in 2003 due largely to the increase in the normal retirement age cited 
above. 

The continuing spread of Acquired Immunodeficiency Syndrome 
(AIDS) has contributed to the recent increases in DI awards.^ Due to 
the extremely high mortality rates of affected individuals, the total 
number of disabled workers currently receiving benefits has not 
increased greatly as a result of AIDS. Although many aspects of the 
AIDS epidemic are well understood, there remains considerable 
uncertainty regarding future medical advances and future incidence 
of HIV infection. To reflect this uncertainty, the projected numbers of 
benefit awards to AIDS patients are varied by alternative. Under the 
intermediate assumptions, benefit awards to persons with AIDS are 
projected to increase slightly through 2000 before beginning to 
decline. Under the low cost assumptions, the number of new awards 
declines gradually throughout the projection period, while the number 
projected under the high cost assumptions increases at a rapid rate 
through 2001 before beginning to decline. 

At the beginning of calendar year 1995, the assets of the DI Trust 
Fund represented 55 percent of annual expenditures. During 1995, DI 
income exceeded DI expenditures by $14.6 billion, with the result that 
the trust fund ratio for the beginning of 1996 increased to about 83 
percent. Under the intermediate and low cost sets of assumptions, 
income is estimated to exceed expenditures in each year of the short-
range projection period. The increase in the trust fund ratio from 55 
percent at the beginning of 1995 to 83 percent at the beginning of 
1996, and the further increase to 136 percent at the beginning of 2002 
on the basis of the intermediate assumptions, are largely due to the 
tax rate reallocation enacted in 1994. The decline in the trust fund 
ratio to 127 percent at the beginning of 2005 is an early warning of 
trouble for the DI Trust Fund soon after the short-range period. 

Although the number ol disability benefit awards is higher as a result ol AIDS, this ellect has been lully 
rellected in Ihe projections shown in past annual reports. Thus, Ihe greater number ol awards due lo 
AIDS does not accouni lor the unexpectedly large increases in awards experienced in the early 1990s 
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Under the low cost assumptions, the trust fund ratio would increase 
rapidly to 264 percent at the beginning of 2005. Under the high cost 
assumptions, the assets of the DI Trust Fund would increase through 
1999, decline steadily thereafter, and would be exhausted in 2005. 

Because DI assets reach the level of 1 year's expenditures at the 
beginning of 1997 under the intermediate assumptions and would 
remain above that level in 1998 and later, the DI Trust Fund satisfies 
the Trustees' short-range test of financial adequacy. However, as indi­
cated above, under the high cost assumptions not only does DI fail to 
meet the short-range test of financial adequacy, but the DI Trust Fund 
is exhausted near the end of the short-range projection period. 

c. Combined OASI and DI Trust Fund Operations 

The estimated operations and status of the OASI and DI Trust Funds, 
combined, during calendar years 1996-2005 on the basis of the three 
alternatives, are shown in table II.F3, together with figures on actual 
experience in 1995. These amounts are the sums of the corresponding 
figures shown in tables I I . F l and II.F2. 
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Table II.F3.—Estimated Operations of the OASI and DI Trust Funds, Combined, 
by Alternative, Calendar Years 1995-2005 

[Amounts in billions] 

Expen­ Net increase Funds al end Trust lund 

Calendar year Income ditures in lunds ol year Amount ' Ratio^ 

1995^ . . . 3399.5 5339.8 559.7 $496.1 5436 4 128 
Intermediate: 

1996 424 9 354.6 70.3 566.4 496 1 140 
1997 444.3 372.7 71.6 638 0 566.4 152 
1998 468.1 391.3 76 8 714.8 638.0 163 
1999 492.6 411.8 8 0 8 795.6 714.8 174 
2000 . . . 519 7 434 1 85 6 881 2 795.6 183 

2001 . 548.8 458.2 90.6 971.8 881.2 192 
2002 580 2 484 5 95 8 1.067 5 971 8 201 
2003 614.7 513.0 101.7 1,169.3 1.067.5 208 
2004 651.0 543.9 107.1 1,276 4 1.169.3 215 
2005 691 3 577.0 114.2 1.390 6 1.276.4 221 

Low Cost: 
1996 426.9 353.6 73.3 569.4 496.1 140 
1997 452.7 369.2 8 3 5 6 5 2 9 569.4 154 
1998 481.4 385.4 96.1 749.0 652.9 169 
1999 513.0 403.1 109 9 858.9 749.0 186 
2000 547.0 421.9 125 1 983.9 858 9 204 

2001 583.5 442.0 141.5 1.1254 983.9 223 
2002 621.1 463.0 158 1 1.283 5 1.125.4 243 
2003 . . . . 660.0 485.0 175.0 1.458.5 1,283.5 265 
2004 701.3 508.5 1929 1.651.3 1,458.5 287 
2005 . . . . 746.7 533.6 213 1 1.864.4 1,651.3 309 

High Cost: 
1996 421.2 355.7 65 5 561.6 496 1 139 
1997 428.2 374.7 53 5 615.1 561.6 150 
1998 . 456.5 394.8 61.7 676.8 615 1 156 
1999 . . . . 480.2 426 7 53.5 730.3 676.8 159 
2000 499.7 4 5 8 6 41.0 771.3 730.3 159 

2001 528.7 490.2 38 5 809 9 771 3 157 
2002 561.4 5 2 5 9 35.5 84 5 4 8 0 9 9 154 
2003 594.2 563.6 30.6 8 7 6 0 845.4 150 
2004 626 5 604 0 22.5 898.5 876.0 145 
2005" . . . 661.5 647 1 14.4 912 9 898.5 139 

' Represents assets al beginning ol year. 
^ Represents amounts shown in preceding column as a percentage ol expenditures during the year See 
text concerning interpretation ol these ratios. 

Figures lor 1995 represent actual experience 
" Under the high cost alternative, the DI Trust Fund would be depleted in 2005. when assets would 
become insullicieni to pay benetils on lime. Thus, figures shown for the combined trust lunds under the 
high cost alternative lor 2005 are theoretical. See text lor details. 

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

At the beginning of 1995, the trust fund ratio for the OASI and DI 
Trust Funds combined was 128 percent, as shown in table II.F3. Dur­
ing 1995, total income to the two trust funds was $59.7 billion higher 
than total expenditures. As a result of this increase, combined OASDI 
assets at the beginning of 1996 represented about 140 percent of esti­
mated combined expenditures for the year. Based on the intermediate 
assumptions, the trust fund ratio for the combined funds is projected 
to increase substantially, to 221 percent by 2005. The ratio would 
grow at an even faster rate under the low cost assumptions, reaching 
309 percent at the beginning of the year 2005. Under the high cost 
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assumptions, assets would grow more slowly, reach a maximum of 159 
percent in 1999-2000, and decline to 139 percent at the beginning of 
2005. 

Lender the intermediate assumptions, the total assets of the OASI and 
DI Trust Funds would remain above 100 percent of annual OASDI 
expenditures throughout the short-range projection period. Therefore, 
the combined trust funds meet the requirements of the short-range 
test of financial adequacy. Under the high cost assumptions, the fund 
ratio for OASI and DI combined would still remain above 100 percent 
through 2005 (although, as indicated in the section on long-range pro­
jections, the ratio would fall below this level shortly thereafter). Thus, 
even under adverse conditions the combined funds would satisfy the 
short-range test of financial adequacy, although by a narrower mar­
gin. 

Section 215(i) of the Social Security Act includes a provision to stabi­
lize automatic benefit increases in the event of high inflation at a time 
when the combined assets of the OASI and DI Trust Funds are at very 
low levels (see section Il.E of this report). Under all three alterna­
tives, the level of OASDI assets during 1996-2005 would substantially 
exceed the applicable threshold. Thus, the stabilizer provision would 
not be triggered during the short-range projection period under.any of 
the sets of assumptions used in this report. 
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Figure I I . F l presents the estimated total assets of the OASI and DI 
Trust Funds at the end of each year 1996-2005, based on the three 
sets of assumptions (together with actual assets at the end of each 
year 1985-95). Figure II.F2 illustrates the pattern of actual past and 
estimated future OASDI trust fund ratios under the three alterna­
tives. Trust fund ratios for selected years prior to 1996, and estimates 
for 1996-2005 under the three alternatives, are shown in table II.F4 
for OASI, DI,.and both funds combined. In evaluating the ratios 
shown in figure II.F2 and table II.F4, i t should be recalled that a min­
imum of roughly 8 to 9 percent is generally needed to meet monthly 
cash-flow requirements. The shaded area in figure II.F2 depicts this 
requirement. 

Figure II.Fl.—Estimated Assets at End of Year, for OASI and DI Trust Funds 
Combined, Calendar Years 1985-2005 

(In billions] 
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Figure II.F2.—Estimated Trust Fund Ratios, for OASI and DI Trust Funds Combined, 
Calendar Years 1985-2005 

(Assets as a percentage ol annual expenditures] 
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Table II.F4.—Trust Fund Ratios' by Trust Fund, Selected Calendar Years 1950-95, and 
Estimated Future Ratios by Alternative, Calendar Years 1996-2005 

(In percent) 

Calendar year OASI Trust Fund DI Trust Fund 
OASI and DI Trust 
Funds, combined 

Historical data: 
1950 1.156 — 1.156 
1955 . . 405 — 405 
1960 180 304 186 
1965 109 121 110 
1970 101 126 103 
1975 63 92 66 
1980 23 35 25 
1985 24 27 24 
1990 78 40 75 

1991 87 39 82 
1992 103 40 96 
1993 117 35 107 
1994 130 23 117 
1995 139 55 128 

Intermediate: 
1990 148 83 140 
1997 . .. 159 108 152 
1998 170 118 163 
1999 182 124 174 
2000 193 127 183 

2001 202 13:j 192 
2002 212 136 201 
2003 221 136 208 
2004 230 133 215 
2005 239 127 221 
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Table II.F4.—Trust Fund Ratios' by Trust Fund, Selected Calendar Years 1950-95, and 
Estimated Future Ratios by Alternative, Calendar Years 1996-2005 (Cont.) 

(In percent] 

OASI and DI Trust 
Calendar year OASI Trust Fund DI Trust Fund Funds, combined 

Low Cost: 
1996 148 84 140 
1997 160 113 154 
1998 175 131 169 
1999 192 148 186 
2000 210 164 204 

2001 228 186 223 
2002 249 208 243 
2003 271 229 265 
2004 294 247 287 
2005 317 264 309 

High Cost: 
1996 148 81 139 
1997 157 102 _ .. 150 
1998 164 103 156 
1999 169 99 159 
2000 172 89 159 

2001 172 79 157 
2002 171 65 154 
2003 170 50 150 
2004 168 31 145 
2005^ 166 11 139_ 

' Represents assets at beginning ol year as a percentage ol expenditures during the year For 1985 and 
1990. assets at beginning ol year lor each tmst lund and Ihe combined lunds include the respective OASI 
and DI advance tax translers lor January. 
^ Figures lor DI. and OASI and DI. combined are theoretical because ol the projected depletion ol Ihe DI 
Tnjsl Fund. 

The factors underlying the changes in the intermediate estimates for 
the OASI Trust Fund, from last year's annual report to this year's, are 
analyzed in table II.F5. In the 1995 Annual Report, the trust fund 
ratio for OASI was estimated to reach 246 percent at the beginning of 
the year 2004—the tenth projection year from that report. The corre­
sponding ratio shown in this report for the tenth projection year 
(2005) is 239 percent. As indicated in table II.F5, the net effect of the 
provisions in Public Law 104-121 affecting OASI (liberalization of the 
retirement earnings test for persons aged 65-69 and restrictions on 
benefits payable to stepchildren) was to reduce the tenth-year ratio by 
2 percentage points. I f there had been no changes to the projections 
other than those necessitated by this legislation, then the estimated 
ratio at the beginning of 2005 would have been 12 percentage points 
higher than at the beginning of 2004. There were changes, however, to 
reflect the latest actual data, as well as adjustments to the assump­
tions for future years. The cumulative net effects of changes in eco­
nomic assumptions (including re-estimates of future tax revenue 
consistent with recent revisions to historical data) resulted in a 
decrease in the trust fund ratio of 13 percentage points by the begin-
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ning of 2005. Finally, the tenth year trust ratio was reduced an addi­
tional 4 percentage points due to the net effect of revised assumptions 
regarding future average benefit levels and projected numbers of sur­
vivor beneficiaries. 

Corresponding estimates of the factors underlying the changes in the 
financial projections for the DI Trust Fund, and for the OASI and DI 
Trust Funds combined, are also shown in table II.F5. As was the case 
for OASI, the key factors affecting the new estimates for the DI Trust 
Fund were legislation, and the cumulative effects of changes in 
assumptions related to economic performance and terminations of dis­
ability benefits. 

Table II.F5.—Change in OASI and DI Trust Fund Ratios at the Beginning of the Tenth 
Year of Projection, Based on the Intermediate Assumptions, by Reason for Change 

[In percent] 

' OASI and DI 
OASI Trust DI TrusI Trust Funds. 

Item Fund Fund combined 

Trust lund ratio shown in last year s report lor 
calendar year 2004 ' 246 140 230 

Change in trust lund ratio due to changes in: 
Public Law 104-121 -2 9 -1 
Valuation period 12 -4 8 
Dcmograpliic assumptions (̂ ) (") (̂ ) 
Economic assumptions -13 -13 -13 
Programmatic assumptions -4 -5 -4 

Total change in trust lund ratio -7 -13 -9 

Trust lund ratio shown in this report lor calendar 
year 2005 239 127 221 

' Figures lor DI. and lor OASI and DI combined, are theoretical because ol tlie depletion ol the DI Trust 
Fund. 
^ Between -0.5 and 0.5 percent. 

Note: Totals do not necessarily equal llie sums ol rounded components. 

For the DI Trust Fund during 1996-2005, the estimated operations in 
this report under all three alternatives show a slight worsening since 
the 1995 Annual Report, primarily due to the downward revisions in 
projections of tax revenue. As for benefit payments from the DI Trust 
Fund, the number of new disability awards to insured workers in 
1995 was less than anticipated in last year's report, but (as noted ear­
lier) the backlog of pending disability claims continued to remain at a 
high level. The assumed disability incidence rates for the 1996 
Annual Report are similar to the corresponding rates from the 1995 
report, with a slight reduction in the number of awards in the next 
few years. 
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The overall disability termination rate experienced in 1995 was only 
slightly higher than assumed under the intermediate assumptions of 
the 1995 Annual Report (9.6 percent versus 9.5 percent). Conse­
quently, the termination rate assumptions for this report were not 
changed significantly as compared to the 1995 Annual Report, except 
for the effects of Pubhc Law 104-121 on continuing disability reviews 
and benefits payable to individuals disabled by drug addiction and 
alcoholism. 

Table II.F6 shows that total expenditures in calendar year 1995 from 
the OASI and DI Trust Funds increased to 11.64 percent of taxable 
payroll for the year—0.95 percentage point less than the income rate 
of 12.59 percent. This increase in the total cost rate for OASDI is pri­
marily attributable to the re-estimate of the OASDI taxable payroll, 
as described previously. Under the intermediate assumptions, the 
OASDI cost rate would increase gradually during the short-range pro­
jection period, to 12.07 percent in 2005. Based on the low cost assump­
tions, the cost rate is estimated to decline steadily, reaching 10.58 
percent in 2005. The high cost alternative indicates a significant 
increase, to 13.72 percent in 2005. 

These cost rate projections are shown in table II.F6 for both trust 
funds, separately and combined. Table II.F6 also shows a comparison 
of the cost rates with the corresponding income rates. As explained 
previously, the income rate represents the sum of the combined 
employee-employer payroll tax rate and the income derived from the 
Federal income taxation of OASDI benefits, expressed as a percentage 
of taxable payroll. The difference between the income rate and the 
cost rate for a year is referred to as the "balance" for that year. 
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Table II.F6.—Comparison of Income Rates and Cost Rates, by Trust Fund, Selected 
Calendar Years 1950-95, and Estimated Rates by Alternative, 

Calendar years 1996-2005 
(As a percentage ol laxable payroll] 

OASI Tmst Fund DI TrusI Fund OASI and DI. combined 

Calendar Income Cost Income Cost Income Cost 
year rate rale Balance rate rale Balance rate rale Balance 

Historical data 
1950 . . . 3 0 0 1.17 1 83 — — — 3.00 1.17 1.83 
1955 . . . 4.00 3.34 .66 — — — 4.00 3 34 66 
1960 . 5 50 5.59 -.09 0.50 0.30 0 20 6.00 5 89 .11 
1965 6.75 7.23 -.48 50 .70 - 20 7 25 7.93 -.68 
1970 . . . 7.30 7 32 -.02 1 10 .81 29 8 40 8 12 .28 
1975 . . . 8.75 9 29 -.54 1.15 1 36 -.21 9.90 10.65 -.75 
1980 . . . 9.04 9.36 - 32 1.12 1 38 -.26 10 16 10.74 - 58 
1985 '10.71 9 9 4 .78 '1.07 1.13 - 06 '11.79 11.07 .72 
1990 . . . ' 11 32 9 66 1.66 '1.17 1 09 09 ' 12.49 10.75 1 74 

1991 . . 11.44 10 15 1.29 1.21 1.18 .03 12 65 11.33 1.32 
1992^ . . 11.43 1027 1 16 1 21 1 27 -.06 12.64 11.54 1.10 
1993^ 11.40 10.35 1.06 121 1 35 -.14 12.61 11 70 .92 
1994^ . . 10.70 10 22 48 1 89 1 40 .49 12 59 11 62 97 
1995^ '10.70 10 20 .51 '1.88 1.44 .44 '12.59 11.64 .95 

Intermediate: 
1996 10 73 10 15 58 1.89 1.49 .40 12 63 11 64 98 
1997 . .• . 10 92 10.15 .77 1.71 1.54 .17 12.63 11 69 .94 
1998 . . . 10.92 10 13 .79 171 1 58 13 12.63 11.72 .92 
1999 . . . 10 93 10 14 78 1.71 1 63 08 1264 11.77 .87 
2000 . . . '10.83 10.15 68 ' 1 81 1.68 .13 '12.65 11.84 81 

2001 . . . 10.84 10.16 .68 1.82 1.73 .09 12.65 11 89 .76 
2002 10.84 10.16 68 1 82 1.77 .04 12.66 11 93 .72 
2003 . 10 84 10.15 .69 1.82 1.82 - 01 12.66 11.97 69 
2004 . . . 1085 10.15 70 1 82 1 88 - 06 1267 1203 64 
2005 . . . 1085 10.14 .71 1 82 1 93 -.11 12.67 1207 .61 

Low Cost. 
1996 . . . 10 73 10 06 .67 1 89 1 46 .43 1262 11 52 1.10 
1997 10.91 9.90 1 01 171 1 46 .25 1262 11 36 1.26 
1998 1091 9 74 1 17 1 71 1 46 .25 12.62 11.20 1 42 
1999 . . . 10.91 9.60 1 32 1.71 1.47 .25 12 63 11 06 1 56 
2000 '10 80 9 46 1 33 ' l 81 1 48 34 '12.61 10.94 1.67 

2001 . . . 10 82 9.36 1.46 1.81 1 49 33 12 63 10.85 1 78 
2002 . 10 82 9.26 1.56 181 1.49 32 12.63 10 76 1.88 
2003 10 82 9.18 1 64 1 81 1 51 30 12.64 10 69 1.94 
2004 . . 10.82 9.10 1 72 1.81 1 53 28 12.64 10 63 2.01 
2005 . . . 10 83 9 03 1 80 1.82 1.55 .26 12.64 10.58 2 0 6 

High Cost: 
1996 10.74 1031 43 1 89 1 54 .36 1263 11 85 78 
1997 . . . 10 92 10.53 40 171 1 65 06 1264 12.18 46 
1998 . . . 10 93 10.39 .53 1.71 1.70 .01 1264 12 09 .55 
1999 . . . 10.94 10.69 24 1.72 1.82 -.11 12 65 12 52 14 
2000 . . . '10.89 11 06 -.17 ' l 82 1 97 -.15 '12.70 13.03 - 32 

2001 10 86 11 07 - 22 1 82 2 05 -.23 12 68 13 12 - 44 
2002 . 10.86 11 11 - 25 1 82 2 13 -.31 12.68 13.24 - 56 
2003 . . 10.87 11.17 - 30 1.82 2 22 - 39 12.69 13 38 - 69 
2004 . 10 88 11 25 -.37 1 82 2 31 -.49 12.70 13.56 -.86 
2005 10 88 11 33 - 44 1 82 2 40 -.57 12.71 13 72 •1.02 

' Income rates lor 1985. 1990. 1995. and 2000 are modilied lo include adjustments lo Ihe lump-sum pay­
ments received in 1983 Irom Ihe general lund ol Ihe Treasury lor the cost of noncontnbulory wage credits 
lor military service in 1940-56 
^ Figures shown are preliminary. 
Notes: 
1 The income rate excludes interest income and certain translers Irom Ihe general lund ol the Treasury. 
2 Totals do not necessarily equal the sums ol rounded components 
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Estimates of the operations of the trust funds during calendar years 
1996-2005 have been presented in the preceding tables on the basis of 
three different sets of economic assumptions, because of the uncer­
tainty of future economic and demographic developments. Under the 
provisions of the Social Security Act, estimates of the expected opera­
tions and status of the trust funds during the next 5 fiscal years are 
required to be shown in this report. Accordingly, detailed estimates of 
the expected operations and status of the trust funds during fiscal 
years 1996-2000 are shown in the remaining tables of this section for 
the intermediate assumptions (alternative 11) only. Similar detailed 
estimates are also shown for 5 additional fiscal years (2001-05) and on 
a calendar-year basis for 1996-2005. 

Data on the actual operations of the OASI Trust Fund for selected 
years during 1940-95, and estimates of the expected operations of the 
trust fund during 1996-2005 on the basis of the intermediate assump­
tions, are shown in tables II.F7 and II.F8 on a fiscal- and calendar-
year basis, respectively. Corresponding figures on the operations of 
the DI Trust Fund are shown in tables II.F9 and II.FIO. Operations of 
both trust funds combined are shown in tables I I . F l l and II.F12. 
(Data relating to the operations of the two trust funds for years not 
shown in tables I1.F7-I1.F12 are contained in past annual reports.) 
The figures shown in tables II.F8, II.FIO, and I1.F12 for 1987, 1988, 
1992, and 1993 are adjusted to reflect 12 months of benefit payments 
in each year. The amounts estimated for 1998 and 1999 are similarly 
adjusted. 
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Table II.F7.—Operations of the OASI Trust Fund During Selected Fiscal Years 1940-95 
and Estimated Future Operations During Fiscal Years 1996-2005, on the Basis 

of the Intermediate Set of Assumptions 
(In millions] 

Income 

Income Payments 
Irom laxa- Irom Ihe 

Net contri- l ion ol general lund of Net 
Fiscal year' Total buttons^ benetils the Treasury^ interest" 

Historical data 
1940 5592 5550 _ _ $42 
1945 1,434 1,310 — — 124 
1950 2.367 2.106 — S4 257 
1955 5.525 5.087 — — 438 
1960 10.360 9.843 — — 517 

1965 16,443 15.857 — — 586 
1970 31.746 29.955 — 442 1 350 
1975 58.757 56.017 — 447 2 292 
1980 .• 100.051 97.608 — 557 1.886 
1985 179.881 175.305 53.151 105 1.321 

1986 195,331 187.007 3.329 2,293 2 701 
1987 206,846 199.554 3.323 69 3 900 
1988 235.720 226.409 3.335 55 5 922 
1989 260,457 247,116 3.638 43 9.660 
1990 278.607 261,506 2.924 34 14.143 

1991 293.288 270.841 5.790 -2.089 18.746 
1992 307.102 278.506 6,019 19 22 557 
1993 319.298 287.569 5,893 M 25 822 
1994 342.263 308.397 5.351 10 28,505 
1995 326.067 289.529 5.114 7 31.417 

Estimates. 
1996 356.891 317.201 5.789 -124 34 025 
1997 379.077 335.185 6.794 3 37,095 
1998 400.139 352.240 7,253 2 40,644 
1999 422.701 370.344 7.757 2 44,599 

• 2000 443.724 386.563 8.302 1 48.858 

2001 466.048 403.602 8.909 172 53,366 
2002 492.637 424.830 9.577 {^) 58 230 
2003 521.255 447.456 10.299 (^) 63 499 
2004 551.363 471.092 11.088 (^) 69 183 
2005 589.856 502.535 11.951 (^) 75.370 

' Under the Congressional Budget Act ol 1974 (Public Law 93-344). liscal years 1977 and later consist ol 
Ihe 12 months ending on September 30 ol each year. Fiscal years prior lo 1977 consisted ol l l ie 12 
months ending on June 30 ol each year 

^ Beginning in 1983. includes translers Irom general lund ol Treasury representing contributions that 
would have been paid on deemed wage credits lor military service In 1957 and later, it such credits were 
considered lo be covered wages. 

^ Includes payments (1) in 1947-52 and in 1967 and later, lor costs ol noncontributory wage credits lor 
military service pertormed belore 1957; (2) in 1972-83. lor costs ol deemed wage credits lor military ser­
vice pertormed alter 1956; and (3) in 1969 and later, lor costs ol benetils to certain uninsured persons 
who attained age 72 belore 1968 

" Net interest includes net profits or losses on maritetable investments Beginning in 1967. administrative 
expenses are charged currently to the tmst lund on an estimated basis, with a linal adjustment, including 
interest, made in the lol lowing liscal year The amounts ol tl iese interest adjustments are included in net 
interest For years prior to 1967. a description ol the method ol accounting lor adminislralive expenses is 
contained in the 1970 Annual Report Beginning in October 1973. Ihe ligures shown include relatively 
small amounts ol gilts lo Ihe lund. Net interest for 1983-86 reflects payments Irom a borrowing trust lund 
to a lending trust lund lor interest on amounts owed under the intertund bon^owing provisions. During 
1983-91. interest paid Irom the trust lund to ttie general lund on advance lax Iransters is rellected The 
amounts shown lor 1985 and 1986 include interest adjustments ol 576 5 million and 5115 million, respec­
tively, on unnegotiated checks issued betore April 1985 
^ Less l l ian S500.000. 
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Table II.F7.—Operations of the OASI Trust Fund During Selected Fiscal Years 1940-95 
and Estimated Future Operations During Fiscal Years 1996-2005, on the Basis 

of the Intermediate Set of Assumptions (Cont) 
[In millionsj 

Expenditures Assets 

Translers njgj 
Adminis- to Railroad increase AmounI 

Benelit trative Retirement during al end ol 
Fiscal year Tolal payments ' expenses program year period 

Historical data: 
1940 528 $16 S12 — S564 Si .745 
1945 267 240 27 — 1.167 6.613 
1950 784 727 57 — 1.583 12.893 
1955 4.427 4.333 103 -S10 1.098 21.141 
1960 11,073 10.270 202 600 -713 20.829 

1965 15.962 15.226 300 436 482 20.180 
1970 27.321 26,268 474 579 4.425 32.616 
1975 56,676 54.847 848 982 2.081 39.948 
1980 103.228 100.626 1.160 1.442 -3.177 24.566 
1985 169.210 165,310 1,589 2,310 ^6,308 33.877 

1986 178.534 174.340 1,609 2,585 ^3,642 37,519 
1987 186.101 182.003 1.541 2.557 20,745 58,265 
1988 197.021 192,502 1,729 2,790 38,700 96,964 
1989 209.102 204,600 1,657 2.845 51.355 148,319 
1990 223.481 218,948 1.564 2.969 55.126 203,445 

1991 241.316 236,195 1,746 3.375 51.972 255.417 
1992 256.239 251.268 1.823 3.148 50.862 306.280 
1993 269.934 264.561 2.021 3.353 49.364 355.644 
1994 281.572 276.278 1.874 3.420 60.691 416,335 
1995 294,456 288.607 1.797 4.052 31.611 447,946 

Estimates: 
1996 306,031 300.454 2.023 3.554 50.860 498.806 
1997 320,105 314,092 2,231 3,781 58.972 557.778 
1998 334.649 328.800 2,051 3,797 65,490 623,268 
1999 350.632 344.660 2.118 3.853 72.070 695.338 
2000 367.935 361.828 2,175 3,931 75.788 771.127 

2001 386.707 380.464 2.231 4.012 79,341 850,468 
2002 407.249 400,869 2,292 4,088 85,388 935,856 
2003 429.275 422.734 2,359 4,182 91,980 1,027,836 
2004 452,970 446,250 2.431 4.289 98,393 1,126,229 
2005 478.404 471.502 2.505 4.397 111,452 1,237,682 

' Beginning in 1967. includes payments lor vocational rehabilitation services lurnished to disabled per­
sons receiving benefits because ol their disabilities. Beginning in 1983. amounts are reduced by amount 
ol reimbursement for unnegotiated benefit checks 

^ Rellects onset tor repayment Irom the OASI TrusI Fund ol amounts borrowed Irom the DI and HI Trust 
Funds in 1982. The amount repaid in 1985 was $4,364 million; in 1986. the amount was 513.155 million 

Note: Totals do not necessarily equal the sums ol rounded components 
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T a b l e I I . F 8 . — O p e r a t i o n s of the O A S I T r u s t F u n d D u r i n g S e l e c t e d C a l e n d a r 

Y e a r s 1940-95 a n d E s t i m a t e d F u t u r e O p e r a t i o n s D u r i n g C a l e n d a r Y e a r s 1 9 9 6 - 2 0 0 5 , 

o n the B a s i s of the I n te rmed i a te S e t of A s s u m p t i o n s 

(In millions] 

Income 

Income Payments 
Irom laxa- Irom the 

Net contri- lion ol general lund of Net 
Calendar year Tolal buttons' benetils Ihe Treasury^ interest'' 

Historical data: 
1940 5368 5325 — — $43 
1945 1.420 1,285 — — 134 
1950 2.928 2.667 — 54 257 
1955 6.167 5.713 — — 454 
1960 11.382 10.866 — — 516 

1965 16,610 16.017 — — 593 
1970 32.220 30.256 — 449 1.515 
1975 59.605 56.619 — 622 2.364 
1980 105.841 103.355 — 641 1.845 
1985 184.239 176.958 53.208 2.203 1.871 

1986 197.393 190.741 3.424 160 3.069 
1987 210.736 202.735 3.257 55 4.690 
1988 240.770 229.775 3.384 43 7.568 
1989 264.653 250.195 2.439 34 11.985 
1 9 9 0 . . . 286.653 267.530 4.848 -2.089 16.363 

1991 299.286 272.574 5.864 19 20,829 
1992 311.162 280.992 5.852 14 24,303 
1993 323,277 290,905 5,335 10 27.027 
1994 328.271 293.323 4.995 7 29.946 
1995 342,801 304,620 5,490 -129 32,820 

Estimates 
1996 363,989 322,028 6.493 7 35.461 
1997 385.852 340,148 6.896 2 38.805 
1998 . . . 406,674 356,729 7,373 2 42,571 
1999 427,969 373.390 7.887 1 46.691 
2000 448.002 388.283 8.442 172 51.105 

2001 472.852 408.023 9.068 (") 55.761 
2002 500.044 429.480 9.747 (") 60.818 
2003 529.959 453.178 10.484 (") 66.297 
2004 561.595 478.094 11.293 (") 72.208 
2005 596.823 505.986 12.174 (^) 78.663 

' Beginning in 1983. includes translers Irom general lund ol Treasury representing contributions that 
would have been paid on deemed wage credits lor military service in 1957 and later, it such credits were 
considered to be covered wages. 

^ Includes payments (1) in 1947-51 and in 1960 and later, for costs of noncontributory wage credits tor 
military service pertormed before 1957; (2) in 1971-82. for costs of deemed wage credits for military ser­
vice pertormed alter 1956; and (3) in 1968 and later, lor costs ol benetils to certain uninsured persons 
wlio attained age 72 belore 1968. 

Net interest includes net prolils or losses on mari(etable investments. Beginning in 1967. administrative 
expenses are charged currently to the tmst lund on an estimated basis, with a linal adjustment, including 
interest, made in the lollowing liscal year. The amounts ol these interest adjustments are included in net 
interest For years prior to 1967. a description ol the method ol accounting lor adminislralive expenses is 
contained in the 1970 Annual Report. Beginning in October 1973. the ligures shown include relatively 
small amounts ol gilts lo Ihe lund. Net interest lor 1983-86 rellects payments Irom a borrowing trust lund 
to a lending trust lund lor interest on amounts owed under Ihe intertund borrowing provisions. During 
1983-90. interest paid Irom l l ie trust lund lo the general lund on advance lax translers is rellected. The 
amount shown lor 1985 includes an interest adjustment ol 588 million on unnegotiated checks issued 
belore April 1985. 
" Less than 5500.000. 
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Actuarial Estimates 

T a b l e I I . F 8 . — O p e r a t i o n s of t h e O A S I T r u s t F u n d D u r i n g S e l e c t e d C a l e n d a r 

Y e a r s 1940 -95 a n d E s t i m a t e d F u t u r e O p e r a t i o n s D u r i n g C a l e n d a r Y e a r s 1996 -2005 , 

o n the B a s i s of t h e I n t e r m e d i a t e S e t of A s s u m p t i o n s ( C o n t ) 

[In millions] 

Expenditures Assels 

Translers 
Adminis- to Railroad increase AmounI 

Benelit trative Retirement during a l e n d o l 
Calendar year Tolal payments ' expenses program year period 

Historical data: 
1940 $62 $35 $26 — $306 $2,031 
1945 304 274 30 — 1.116 7.121 
1950 1.022 961 61 — 1.905 13.721 
1955 5.079 4.968 119 -$7 1.087 21.663 
I960 11.198 10.677 203 318 184 20.324 

1965 17.501 16.737 328 436 -890 18.235 
1970 29,848 28.798 471 579 2.371 32.454 
1975 60.395 58.517 896 982 -789 36.987 
1980 107.678 105,082 1,154 1,442 -1.837 22.824 
1985 171,150 167,248 1.592 2.310 ^8.725 35.842 

1986 181.000 176.813 1,601 2,585 ^3,239 39.081 
1987 187.668 183,587 1.524 2.557 23.068 62.149 
1988 200,020 195.454 1.776 2.790 40.750 102.899 
1989 212,489 207.971 1.673 2.845 52.164 155.063 
1990 227.519 222.987 1.563 2.969 59.134 214.197 

1991 245 634 240.467 1.792 3.375 53.652 267,849 
1992 259 861 254,883 1,830 3.148 51.301 319.150 
1993 273 104 267,755 1.996 3.353 50.173 369.322 
1994 284.133 279.068 1.645 3.420 44.138 413,460 
1995 297,760 291.630 2.077 4.052 45.041 458.502 

Estimates: 
1996 309 204 303,680 1,969 3,554 54,786 513,287 
1997 323,492 317.518 2,194 3.781 62.359 575.646 
1998 338.449 332.586 2.065 3.797 68.226 043.872 
1999 354.737 348.754 2.130 3.853 73.232 717,104 
2000 372,373 366.255 2.187 3.931 75.628 792.732 

2001 391,564 385.308 2,244 4,012 81,288 874.020 
2002 4 1 2 4 4 1 406 047 2.306 4.088 87.604 961,624 
2003 434 880 428.324 2.374 4.182 95.079 1.056.704 
2004 459.070 452,335 2,446 4,289 102,525 1,159.229 
2005 484.922 478.005 2.521 4.397 111,901 1.271,130 

' Beginning in 1966. includes payments lor vocational rehabilitation services lurnished lo disabled per­
sons receiving benelits because ol their disabilities. Beginning in 1983. amounts are reduced by amount 
ol reimbursement lor unnegotiated benelit checks. 
^ Rellects ollset lor repayment Irom the OASI TrusI Fund ol amounts borrowed Irom Ihe DI and HI Trust 
Funds in 1982. The amount repaid in 1985 was $4,364 million; in 1986, the amount was $13,155 million 

Note: Totals do not necessarily equal the sums ol rounded components 
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Actuarial Analysi.s 

T a b l e I I . F 9 . — O p e r a t i o n s of the DI T r u s t F u n d D u r i n g S e l e c t e d F i s c a l Y e a r s 1960-95 

a n d E s t i m a t e d F u t u r e O p e r a t i o n s D u r i n g F i s c a l Y e a r s 1996 -2005 , o n the B a s i s of the 

I n t e r m e d i a t e S e t of A s s u m p t i o n s 

(In millions] 

Income 

Income Payments 
Irom laxa- Irom Ihe 

Net contri- l ion ol general lund ol Net 
Fiscal year' Total butions'^ benetils the Treasury^ interest" 

Historical data. 
I960 51,034 5987 _ $47 
1965 1,237 1.175 _ _ 62 
1970 4,380 4,141 — $16 223 
1975 7.920 7.356 — 52 512 
1980 17,376 16,805 — 118 453 
1985 17.984 16.876 5217 — 891 

1986 20.130 1 8.139 229 1.017 746 
1987 20.047 19.324 ^ 1 6 — 738 
1988 22.369 21.736 56 — 577 
1989 24.479 23.694 135 — 650 
1990 28.215 27,291 158 — 766 

1991 29,322 28,953 131 -775 1 014 
1992 31,168 29,871 218 — 1 080 
1993 32,056 30,822 268 — 966 
1994 34.044 33.041 305 — 699 
1995 70.209 67.987 335 — 1,888 

Estimates: 
1996 59.328 56.696 370 203 2 465 
1 9 9 7 . . 58.775 54,984 401 — 3 390 
1998 . . . 60.406 55,945 441 — 4 020 
1999 63,881 58,833 485 — 4 563 
2000 70.118 64.501 535 — 5.082 

2001 74.844 68.543 591 -2 5 712 
2002 79.106 72.143 652 — 6 311 
2003 83.538 75.978 720 — 6 841 
2004 88.054 79.994 798 — 7 261 
2005 93.756 85.336 885 — 7.535 

' Under the Congressional Budget Act ol 1974 (Public Law 93-344). l iscal years 1977 and later consist ol 
Ihe 12 months ending on September 30 ol each year Fiscal years prior to 1977 consisted ol the 12 
montl is ending on June 30 ol each year. 

^ Beginning in 1983. includes translers Irom general lund ol Treasury representing contributions that 
would have been paid on deemed wage credits lor military service in 1957 and later, it such credits were 
considered lo be covered wages. 

Includes payments (1) in 1967 and later, lor costs ol noncontributory wage credits lor military service 
pertormed belore 1957; and (2) in 1972-83. lor costs ol deemed wage credits lor military service per­
formed after 1956 

" Net interest includes net proli ls or losses on mart^elable investmenis. Beginning in 1967, adminislralive 
expenses are charged currently lo Ihe Imst lund on an estimated basis, with a linal adjuslinent, including 
interest, made in the lol lowing liscal year The amounts of these interest adjustments are included in net 
interest For years prior lo 1967. a description of the method ot accounting lor administrative expenses is 
contained in the 1970 Annual Report. Beginning in July 1974. Ihe ligures shown include relatively small 
amounts ol gilts to the lund. Net interest lor 1983-86 rellects payments from a borrowing trust lund to a 
lending trust lund lor interest on amounts owed under the intertund borrowing provisions. During 1983-
9 1 , interest paid Irom Ihe trust lund lo Ihe general lund on advance tax translers is rellected. Tl ie amount 
shown lor 1985 includes an interest adjustment ol 514 8 million on unnegotiated checks issued belore 
April 1985. 

^ Rellects 5195 million in translers Irom the DI Tmst Fund lo tlie general lund ol the Treasury to correct 
estimated amounts Iranslerred lor calendar years 1984 and 1985. 
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Actuarial Esti.mates 

Table II.F9.—Operations 6f the DI Trust Fund During Selected Fiscal Years 1960-95 
and Estimated Future Operations During Fiscal Years 1996-2005, on the B a s i s of the 

Intermediate Set of Assumptions (Cont.) 
[In millions) 

Expenditures Assels 
Translers ^jg, 

Adminis- to Railroad increase Amount 
Benelit trative Retirement during al end ol 

Fiscal year Total payments' expenses program year period 

Historical data: 
1960 $533 $528 $32 -$27 $501 $2,167 
1965 1.495 1.392 79 24 -257 2.007 
1970 2.954 2.795 149 10 1.426 5,104 
1975 7,982 7.701 253 29 -62 .8.191 
1980 15.320 14.998 334 -12 2.056 7.680 
1985 19.294 18.648 603 43 ^1.230 5.873 

1986 20.196 19.529 600 68 ^2.475 8.348 
1987 21,222 20.427 738 57 -1.175 7.173 
1988 22,269 21.405 803 61 100 7.273 
1989 23.389 22.550 751 88 1.090 8.363 
1990 25.124 24,327 717 80 3,091 11.455 

1991 27,780 26,909 789 82 1,543 12,997 
1992 31.285 30.382 845 58 -116 12.881 
1993 34.632 33,615 935 83 -2.576 10.305 
1994 37.979 36,851 1,022 106 -3.935 6.370 
1995 41,374 40.234 1.072 68 28.835 35,206 

Estimates: 
1996 44,422 43.324 1.096 2 14.906 50.112 
1997 48.341 47.031 1.253 57 10.435 60.547 
1998 51,904 50.688 1.129 87 8.503 69,049 
1999 55.992 54.627 1.255 109 7.889 76.939 
2000 60.513 59.057 1.331 126 9.605 86,543 

2001 65.403 63.865 1.405 133 9.441 95.985 
2002 70.673 69,041 1,486 147 8,433 104.417 
2003 76,537 74,797 1,575 165 7,001 111.418 
2004 83,158 81,304 1.671 183 4.895 116.314 
2005 90,296 88,318 1.775 203 3.460 119.774 

' Beginning in 1967, includes payments for vocational rehabilitation services lurnished lo disabled per­
sons receiving benetils because ol their disabilities Beginning in 1983, amounts are reduced by amount 
ol reimbursement lor unnegotiated benelit checks. 
^Rellects repayment Irom the OASI Tmst Fund ol amounts bon-owedlrom the DI Trust Fund in 1982 The 
amount repaid in 1985 was $2,540 million; in 1986. the amount was $2,541 million. 

Note: Totals do not necessarily equal the sums ol rounded components. 
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Actuarial Analysis 

T a b l e I I . F I O . — O p e r a t i o n s of the DI T r u s t . F u n d D u r i n g S e l e c t e d C a l e n d a r 

Y e a r s 1960 -95 a n d E s t i m a t e d F u t u r e O p e r a t i o n s D u r i n g C a l e n d a r Y e a r s 1 9 9 6 - 2 0 0 5 , 

o n the B a s i s of t h e I n t e r m e d i a t e S e t of A s s u m p t i o n s 

(In millions] 

Income 

Income Payments 
Irom lewa- Irom Ihe 

Net conln- l ion ol general lund ol Net 
Calendar year Tolal bul ions' benelits the Treasury^ interest'' 

Historical data: 
1960 $1,063 51.010 — — $53 
1965 1.247 1,188 — — 59 
1970 4.774 4.481 — 516 277 
1975 8.035 7.444 — 90 502 
1980 13.871 13.255 — 130 485 
1985 19.301 17.191 5222 1.017 870 

1986 19.439 18.399 238 — 803 
1987 20.303 19.691 "-36 — 648 
1988 22.699 22.039 61 — 600 
1989 24.795 23.993 95 — 707 
1990 28.791 28.539 144 -775 883 

1991 30.390 29.137 190 — 1.063 
1992 31.430 30.136 232 — 1.062 
1993 32.301 31.185 281 — 835 
1994 52.841 51.373 311 — 1.157 
1995 56.696 54.401 341 -203 2.158 

Estiinales: 
1996 60.928 57.601 376 — 2.950 
1997 58.496 54.353 411 — 3,732 
1998 61.410 56.663 452 — 4.295 
1999 64.630 59.320 496 — 4,814 
2000 71.654 65.714 549 -2 5.394 

2001 75.918 69.293 605 — 6.020 
2002 80.183 72.931 667 — 6.585 
2003 84.754 76.951 738 — 7.066 
2004 89.415 81.185 819 — 7.411 
2005 94.454 85.922 908 — 7.624 

' Beginning in 1983. includes translers Irom general lund ol Treasury representing contributions that 
would have been paid on deemed wage credits lor military service in 1957 and later, it such credits were 
considered lo be covered wages 

^ Includes payments (1) in 1966 and later, lor costs ol noncontributory wage credits lor military service 
pertormed belore 1957; and (2) in 1971-82. lor costs ol deemed wage credits lor military service per­
formed alter 1956. 

Net interest includes net proli ls or losses on maritetable investments Beginning in 1967, administrative 
expenses are charged currently lo the tmst lund on an estimated basis, with a linal adjustment, including 
interest, made in the lollowing liscal year The amounts ol these interest adjustments are included in net 
interest For years prior to 1967. a description ol Ihe method ol accounting lor administrative expenses is 
contained in Ihe 1970 Annual Report Beginning in July 1974. the ligures shown include relatively small 
amounts ol gilts to the lund. Net interest lor 1983-86 rellects payments Irom a borrowing trust lund to a 
lending Irusl lund lor interest on amounts owed under the intertund bon-owing provisions. During 1983-
90. interest paid from the trust lund to the general lund on advance lax Iransters is rellected The amount 
shown lor 1985 includes an interest adjustment ol 514.8 million on unnegotiated checks issued belore 
April 1985. 

" Rellects 5195 million in translers Irom tlie DI Tmst Fund to the general lund ol tlie Treasury to correct 
estimated amounts Iranslerred lor calendar years 1984 and 1985. 
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Actuarial Estimates 

Table II.FIO.—Operations of the DI Trust Fund During Selected Calendar 
Years 1960-95 and Estimated Future Operations During Calendar Years 1996-2005, 

on the Bas is of the Intermediate Set of Assumptions (Cont) 
(in millions] 

Expenditures Assels 
Translers f.̂ ^̂  

Adminis- lo Railroad increase AmounI 
Benelit trative Retirement during at end ol 

Calendar year Total payments' expenses program year period 

Historical data: 
1960 $600 5568 536 -55 $464 52.289 
1965 1.687 1.573 90 24 -440 1.606 
1970 3.259 3.085 1 64 10 1.514 5.614 
1975 8,790 8.505 256 29 - 754 7.354 
1980 15.872 15,515 368 -12 -2.001 3.629 
1985 19.478 18.827 608 43 ^2.363 6.321 

1986 20.522 19,853 600 68 ^1.459 7.780 
1987 21,425 20.519 849 57 -1,122 6.658 
1988 22.494 21.695 737 61 206 6.864 
1989 23.753 22.911 754 88 1.041 7,905 
1990 25,616 24.829 707 80 3,174 11.079 

1991 28,571 27,695 794 82 1.819 12.898 
1992 32.004 31.112 834 58 -574 12,324 
1993 35,662 34.613 966 83 -3.361 8.963 
1994 38.879 37.744 1.029 106 13.962 22.925 
1995 42.055 40.923 1.064 68 14.641 37,566 

E St i PDSt € s 
1996 45.412 44,269 1,141 2 15.516 53,082 
1997 49,217 47,933 1.227 57 9.279 62,361 
1998 52.873 51,630 1,156 87 8.537 70.898 
1999 57.014 55.633 1.271 109 7.617 78,515 
2000 61.682 60,209 1,347 126 9.973 88.487 

2001 66.647 65,092 1,422 133 9,271 97,758 
2002 72,018 70,366 1,505 147 8,166 105,924 
2003 78,102 76,341 1,595 165 6,653 112.577 
2004 84.852 82.976 1.693 183 4.562 117,139 
2005 92.126 90.125 1.798 203 2.328 119.467 

' Beginning in 1966. includes payments lor vocational rehabilitation services lurnished lo disabled per­
sons receiving benelits because ol their disabilities. Beginning in 1983. amounts are reduced by amount 
ol reimbursement lor unnegotiated benefit checks. 
^ Reflects repayment Irom the OASI Tmst Fund ol amounts borrowed Irom the DI TrusI Fund in 1982 The 
amount repaid in 1985 was $2,540 million; in 1986. Ihe amount was $2,541 million. 

Note; Totals do not necessarily equal the sums ol rounded components. 
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Actuarial Analysis 

Table I I .Fl l .—Operations of the OASI and DI Trust Funds, Combined, During Selected 
Fiscal Years 1960-95 and Estimated Future Operations During Fiscal Years 1996-2005, 

on the B a s i s of the Intermediate Set of Assumptions 
(In millions] 

Income 
Income Payments 

Irom laxa- Irom the 
Net contri- lion ol general lund ol Net 

Fiscal year' Tolal bulions^ benetils Ihe Treasury'' interest" 

Historical data: 
1960 511,394 510,830 — - - 5564 
1965.. 17,681 17,032 — — 648 
1 9 7 0 . . . . . . . . 36.127 34,096 — $458 1,572 
1975 66,677 63.374 — 499 2.804 
1980 117.427 114.413 — 675 2.339 
1985 197,865 192,181 53,368 105 2,211 

1986 215,461 205,146 3,558 3.310 3.447 
1987 226.893 218.878 3,307 69 4,638 
1988 258,090 248,145 3,390 55 6,500 
1989 284,936 270,811 3,772 43 10,310 
1990 306,822 288,797 3,081 34 14,909 

1991 322.611 299,794 5,921 -2,864 19,759 
1992 338.270 308.377 6.237 19 23.637 
1993 351.354 318.391 6.161 14 26.788 
1994 376.307 341.438 5.656 10 29.203 
1995 396,276 357,516 5,449 7 33.304 

Estimates: 
1996 416.220 373.897 6.159 -327 36.491 
1997 437.852 390.169 7,195 3 40.485 
1998 460,545 408,185 7,694 2 44,664 
1999 486,582 429.177 8.242 2 49.162 
2000 513.841 451.064 8,837 1 53.939 

2001 540,892 472.145 9.500 170 59 078 
2002 571,743 496.973 10.228 (^) 64.541 
2003 604.793 523.434 11.019 (^) 70.340 
2004 639,417 551.086 11.887 (^) 76.444 
2005 683.612 587,871 12.836 (^) 82.905 

' Under the Congressional Budget Act ol 1974 (Public Law 93-344). liscal years 1977 and later consist ol 
Ihe 12 months ending on September 30 ol each year Fiscal years prior to 1977 consisted ot Ihe 12 
months ending on June 30 ol each year 
^ Beginning in 1983. includes translers Irom general lund ol Treasury representing contributions that 
would have been paid on deemed wage credits lor military service in 1957 and later, it such credits were 
considered lo be covered wages 

Includes payments (1) in 1947-52 and in 1967 and later, lor costs ol noncontributory wage credits lor 
military service pertormed belore 1957; (2) in 1972-83. lor costs ol deetned wage credits lor military ser­
vice pertomied alter 1956; and (3) in 1969 and later, lor costs ol benelits to certain uninsured persons 
who attained age 72 before 1968. 
" Net interest includes net prolils or losses on mari<etable investments Beginning in 1967. adminislralive 
expenses are charged currently to Ihe trust lunds on an estimated basis, with a linal adjustment, including 
interest, made in the lollowing liscal year. The amounts ol these interest adjustments are included in net 
interest. For years prior to 1967, a description ol the melliod ol accounting lor adminislralive expenses is 
contained in Ihe 1970 Annual Report. Beginning in October 1973. the ligures shown include relatively 
small amounts ol gilts lo the lunds Net interest lor 1983-86 rellects payments Irom a borrowing tmst lund 
to a lending trust lund lor interest on amounts owed under the intertund bon-owing provisions. During 
1983-91. interest paid Irom Ihe trust lunds lo Ihe general lund on advance lax Iransters is rellected The 
amounts shown lor 1985 and 1986 include interest adjustments ol $91 3 million and $115 million, respec­
tively, on unnegotiated checks issued belore April 1985. 
^ Less than $500,000 
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Actuarial Estimates 

Table I I .Fl l .—Operations of the OASI and DI Trust Funds, Combined, During Selected 
Fiscal Years 1960-95 and Estimated Future Operations During Fiscal Years 1996-2005, 

on the Bas is of the Intermediate Set of Assumptions (Cont) 
[In millionsj 

Expenditures Assets 
Translers |y|g, 

Adminis- lo Railroad increase Amount 
Benelit Irative Retirement during al end ol 

Fiscal year Total payments' expenses program year period 

Historical data: 
1960 $11,606 $10,798 $234 $574 -$212 $22,996 
1965 17,456 16.618 379 459 224 22.187 
1970 30.275 29.063 623 589 5.851 37.720 
1975 64,658 62.547 1.101 1.010 2.018 4 8.138 
1980 118,548 115.624 1.494 1.430 -1.121 32.246 
1985 188,504 183.959 2.192 2.353 ^7.538 39.750 

1986 198,730 193.869 2.209 2.653 ^6.117 45.867 
1987 207,323 202.430 2.279 2.614 19.570 65.437 
1988 219.290 213.907 2,532 2,851 38.800 104.237 
1989 232,491 227.150 2.407 2.934 52.445 156.682 
1990 248.605 243.275 2.280 3.049 58.217 214.900 

1991 269.096 263,104 2,535 3,457 53.515 268.415 
1992 287.524 281,650 2,668 3,206 50.746 319.161 
1993 304.566 298.176 2.955 3.435 46.788 365.949 
1994 319.551 313.129 2.896 3,526 56,757 422,706 
1995 335,830 328.841 2.870 4.120 60.446 483.152 

Estimates: 
1996 350.453 343.778 3,119 3.556 65.766 548,918 
1997 368.446 361,123 3,484 3,838 69,407 618,325 
1998 386.552 379,488 3.180 3.884 73.993 692:318 
1999 406.623 399,288 3,373 3,962 79,959 772:277 
2000 428.449 420,885 3.506 4.057 85.393 857.670 

2001 452.110 444,329 3.636 4.145 88.782 946,452 
2002 477,922 469,910 3.778 4.234 93.821 1.040.273 
2003 505.812 497.531 3.934 4.347 98,981 1.139.254 
2004 536.128 527.554 4.102 4.472 103.289 1.242.543 
2005 568,700 559.820 4.280 4.600 114.912 1.357.455 

' Beginning In 1967. includes payments lor vocational rehabilitation services lurnished to disabled per­
sons receiving benelits because ol their disabilities. Beginning in 1983. amounts are reduced by amount 
ol reimbursement lor unnegotiated benelit checks 
^ Rellects ollset lor repayment Irom the OASI Trust Fund ot amounts borrowed Irom the HI Tmst Fund in 
1982. The amount repaid in 1985 was $1,824 million; in 1986, Ihe amount was $10,613 million 

Note: Totals do not necessarily equal the sums ol rounded components 
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Actuarial Analysi.s 

Table II .Fl2.—Operations of the OASI and DI Trust Funds, Combined, During Selected 
Calendar Years 1960-95 and Estimated Future Operations During Calendar 

Years 1996-2005, on the B a s i s of the Intermediate Set of Assumptions 
|ln millions) 

Income 
Income 

Irom laxa-
Paymenls 

Irom Ihe 

Calendar year Total 
Net contri­

butions' 
l ion ol general lund ol 

benelits the Treasury^ 
Net 

interest^ 

$12,445 $11,876 $569 
17.857 17,205 — — 651 
36,993 34,737 — $465 1.791 
67,640 64.259 — 515 2.866 

119,712 116.711 — 670 2.330 
203.540 194.149 $3,430 3.220 2.741 

216.833 209,140 3.662 160 3.871 
231,039 222.425 3.221 55 5.338 
263,469 251.814 3.445 43 8.168 
289,448 274.189 2.534 34 12.692 
315.443 296.070 4.992 -2.864 17,245 

329.676 301.711 6,054 19 2 1,892 
342.591 311,128 6,084 14 25.365 
355.578 322,090 5.616 10 27.862 
381.111 344.695 5.306 7 31.103 
399.497 359.021 5.831 -332 34.977 

Historical data. 
1960 
1965 
1970 
1975 
1980 . . 
1985 . . . 

1986 
1987 . 
1988 . . 
1989 
1990 . . 

1991 . . 
1992 
1993 
1994 
1995 

Estimates 
1996 . . 
1997 
1998 . . 
1999 . . 
2000 . . 

424.917 
444.348 
468,084 
492,599 
519,656 

379,630 
394,501 
413.392 
432.710 
453.997 

6.869 
7.307 
7.824 
8.383 
8.991 

7 
2 
2 
1 

170 

38.411 
42.538 
46.866 
51.505 
56,499 

2001 548.770 477,316 9,673 , 4 . 61.781 
2002 580.228 502,411 10,414 67.402 
2003 614,714 530,129 11,222 /4v 73.362 
2004 651,010 559.279 12.112 / 4 \ 79,619 
2005 691.277 591.908 13.082 / 4 i 86,287 

' Beginning in 1983. includes Iransters Irom general lund ol Treasury representing contributions lhal 
would have been paid on deemed wage credits lor military service in 1957 and later, it such credits were 
considered lo be covered wages. 
^ Includes payments (1) in 1947-51 and in 1966 and later, lor costs ol noncontnbulory wage credits tor 
military service pertormed belore 1957; (2) in 1971-82. lor costs ol deemed wage credits lor military ser­
vice pertomied alter 1956; and (3) in 1968 and later, lor costs ol benelits lo certain uninsured persons 
who attained age 72 belore 1968. 
^ Net interest includes net prolils or losses on mart(etable investmenis. Beginning in 1967, administrative 
expenses are charged currently to the Irusl lunds on an estimated basis, with a linal adjustment, including 
interest, made in Ihe lollowing liscal year The amounts ol these interest adjustments are included in net 
interest. For years prior lo 1967. a description ol the method ol accounting lor administrative expenses is 
contained in the 1970 Annual Report Beginning in October 1973. Ihe ligures shown include relatively 
small amounts ol gills to Ihe lunds Net interest lor 1983-86 rellects payments Irom a borrowing Imst lund 
lo a lending trust lund lor interest on amounts owed under tlie intertund borrowing provisions During 
1983-90. interest paid Irom Ihe Irusl lunds lo the general lund on advance lax transfers is rellected. The 
amount shown lor 1985 includes an interest adjustment ol $102.8 million on unnegotiated checks issued 
belore April 1985. 
" Less than S500.000. 
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Table II.Fl2.—Operations of the OASI and DI Trust Funds, Combined, During Selected 
Calendar Years 1960-95 and Estimated Future Operations During Calendar 

Years 1996-2005, on the Basis of the Intermediate Set of Assumptions (Cont) 
[In millions] 

Expenditures Assets 

Translers 

Adminis- to Railroad increase Amount 
Benelit trative Retirement dunng at end ol 

Calendar year Tolal payments ' expenses program year period 

Historical data: 
T960 $11,798 511,245 5240 $314 $647 $22613 
1965 19.187 18,311 418 459 -1,331 19841 
1970 33,108 31,884 635 589 3,886 38,068 
1975 69.184 67.022 1.152 1.010 -1,544 44 342 
1980 123.550 120,598 1.522 1.430 -3,838 26,453 
1985 190.628 186,075 2.200 2.353 ^11.088 42.163 

1986 201.522 196.667 2.202 2,653 ^4,698 46 861 
1987 209.093 204.106 2,373 2.614 21,946 68 807 
1988 222.514 217.149 2.513 2.851 40.955 109.762 
1989 236.242 230.882 2.427 2.934 53.206 162 968 
1990 253.135 247.816 2.270 3,049 62.309 225.277 

1991 274.205 268.162 2.587 3,457 55,471 280,747 
1992 291.865 285.995 2.664 3,206 50.726 331 473 
1993 308.766 302.368 2.963 3,435 46.812 378.285 
1994 323.011 316.812 2.674 3,526 58,100 436.385 
1995 339.8 1 5 33 2.554 3.14 1 4,120 59.6 8 3 4 96.068 

Estimates: 
1996 354,615 347.949 3.110 3.556 70.301 566,369 
1997 372,709 365.451 3.420 3.838 71.639 638 008 
1998 391,321 384,216 3,221 3,884 76,762 714 770 
1999 411,751 404.387 3.401 3,962 80.848 795618 
2000 434,055 426.464 3.533 4,057 85.601 881.220 

2001 458,211 450,400 3,666 4,145 90.559 971 779 
2002 484,458 476,413 3,811 4,234 95.769 1.067 548 
2003 512,981 504.66 5 3.969 4.347 1 01 732 1 169 281 
2004 543,923 535,311 4,139 4,472 107.087 1276 368 
2005 577.048 568,130 4,319 4.600 114.229 1,390,597 

' Beginning in 1966. includes payments tor vocational rehabilitation services lurnished to disabled per­
sons receiving benelits because ol their disabilities. Beginning in 1983, amounts are reduced by amount 
ol reimbursement lor unnegotiated benelit checks. 

^ Rellects ollset lor repayment Irom the OASI TrusI Fund ol amounts borrowed Irom the HI Trust Fund in 
1982. The amount repaid in 1985 was $1,824 million; in 1986, Ihe amount was $10,613 million. 

Note: Totals do not necessarily equal Ihe sums ol rounded components. 
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2. Long-Range Actuarial Status of the Trust Funds 

Historically, the actuarial balance (described earlier in this section) 
has been used as the [principal measure of the actuarial status of the 
OASDI [jrogram. Actuarial balances have traditionally been com-
jmted for the 25-year valuation period encomijassing 1996-2020, the 
50-year valuation period covering 1996-2045, and the entire long-
range (75-year) valuation period, 1996-2070. 

Beginning with the 1991 Annual Report, actuarial balances have also 
been computed based on the intermediate (alternative II) assump­
tions for valuation periods that are 10 years, 11 years, and continuing 
through 75 years in length. This series of actuarial balances provides 
the basis for the test of long-range close actuarial balance, described 
earlier in this section. 

In addition to these actuarial balances, other indicators of the finan­
cial condition of the program are shown in this report. One is the 
series of projected annual balances (that is, the differences between 
the projected annual income rates and annual cost rates), with partic­
ular attention being paid to the level of the annual balances at the 
end of the long-range period and the time at which the annual bal­
ances may change from positive to negative values. Another is the 
series of projected trust fund ratios, with particular attention being 
[)aid to the amount and year of maximum fund ratio accumulation 
and to the year of exhaustion of the funds. These additional indicators 
are defined in the introduction to this section. 

The estimates are sensitive to changes in the underlying economic 
and demographic assumptions. The degree of sensitivity, however, 
varies considerably among the various assunijitions. For exam))le, 
variations in assumed fertility rates have little effect on the estimates 
for the early years, because almost all of the covered workers and ben­
eficiaries |)rojected for the early years were born ))rior to the start of 
the |)rojection period. However, lower fertility rates have large 
imjiacts on the actuarial balance in the later years. Variations in eco­
nomic factors, such as interest rates and increases in wages and 
l)rices, have significant effects on the estimates for the short term, as 
well as for the long term. In general, the degree of confidence that can 
be placed in the assumptions and estimates is greater for the earlier 
years than for the later years. Nonetheless, even for the earlier years, 
the estimates are only an indication of the ex[)ected trend and general 
range of future [program experience. Section l l .G contains a more 
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detailed discussion of the effects on the estimates of varying certain 
economic and demographic assumptions. 

a. Annual Income Rates, Cost Rates, and Balances 

Table II.F13 presents a comparison of the estimated annual income 
rates and cost rates by trust fund and alternative. As previously men­
tioned, the annual income rate excludes net interest income, as well 
as certain other transfers from the general fund of the Treasury. 
Detailed long-range projections of trust fund operations, in nominal 
dollar amounts, are shown in appendix B. 

The projections for OASDI under the intermediate alternative 11 
assumptions show income rates that increase slowly and steadily due 
to the combination of the flat payroll tcix rate and the gradually 
increasing effect of the taxation of benefits. The pattern followed by 
the cost rates is much different. Costs as a percent of taxable payroll 
are projected to rise slowly for the next 15 years and then to increase 
rather rapidly for about the next 20 years (through 2030) as the 
"baby-boom" generation reaches retirement age. Cost rates continue 
rising slowly through 2036 and then decline slightly for the next 
6 years as the "baby-boom" generation ages and the relatively small 
birth cohorts of the late 1970s reach retirement age. Thereafter, cost 
rates rise steadily, but slowly, reflecting projected increases in life 
expectancy. The cost rates during the third 25-year subperiod rise to a 
level of nearly 19 percent of taxable payroll under the intermediate 
alternative II assumptions. The income rate during the third 25-year 
subperiod is just over 13 percent of taxable payroll under 
alternative II. 

Projected income rates under the low cost and high cost sets of 
assumptions (alternatives I and I I I , res[)ectively) are very similar to 
those projected for alternative I I as they are largely a reflection of the 
tax rates specified in the law. OASDI combined cost rates for alterna­
tives I and I I I differ significantly in size from those projected for alter­
native I I , but follow generally similar patterns. For the low cost 
alternative I , cost rates decline somewhat for about the first 12 years, 
and then rise, reaching the current level around 2015 and a peak of 
14.26 percent of payroll in 2032. Thereafter, cost rates decline gradu­
ally, reaching a level of 13.12 percent of payroll in 2070. For the high 
cost alternative I I I , cost rates rise throughout the 75-year period, but 
at a relatively faster pace during the next 5 years due to the assumed 
economic recessions, and between 2010 and 2030 because of the aging 

107 



Actuarial Analysis 

of the "baby-boom" generation. During the third 25-year subperiod, 
the projected cost rate continues rising and reaches 28.02 percent of 
payroll in 2070. 

The projected pattern of the OASDI annual balances (that is, the dif­
ference between the income rates and the cost rates) is important in 
the analysis of the financial condition of the program. Under the alter­
native I I assumptions the annual balances are positive for 16 years 
(through 2011) and are negative thereafter. This annual deficit rises 
rapidly reaching 2 percent of taxable payroll by 2020 and continues 
rising thereafter, to a level of 5.51 percent of taxable payroll for 2070. 

Under alternative 1, projected OASDI annual balances are positive for 
25 years (through 2020), and thereafter are negative. Deficits under 
alternative I rise to a peak of 1.27 percent of taxable payroll in 2032, 
but diminish thereafter, as the effect of the "baby-boom" generation 
diminishes and the assumed higher fertility rates increase the work 
force. Deficits under alternative I diminish to 0.08 percent of payroll 
by 2070. Under the more pessimistic alternative I I I , however, the 
OASDI actuarial balance is projected to be positive for only 4 years 
(through 1999) and to be negative thereafter, reaching deficits of 
4 percent of payroll by 2020, nearly 10 percent by 2050, and over 14 
percent of payroll by 2070. 

Table II.Fl3.—Comparison of Estimated Income Rates and Cost Rates by 
Trust Fund and Alternative, Calendar Years 19%-2070 

]As a percentage of laxable payroll] 

OASI DI Coinbined 
Calendar Income Cost Income Cost Income Cost 

year rate rate Balance rale rate Balance rate rate Balance 

Intermediate. 
1996 . . . 10.73 10.15 0 58 1.89 1.49 0.40 12.63 11.64 0.98 
1997 . . . 10.92 10.15 .77 1.71 1 54 .17 12.63 11.69 .94 
1998 . . . 10.92 10.13 .79 1.71 1.58 .13 12.63 11.72 .92 
1999 . . 10.93 10.14 .78 1.71 1.63 .08 12.64 . 11 77 .87 
2000 . . . 10.83 10.15 .68 1.81 1.68 .13 12 65 11.84 .81 
2001 . . . 10.84 10 16 .68 1.82 1.73 09 12 65 11.89 .76 
2002 . . . 10 84 10.10 .68 1 82 1.77 04 12 66 11.93 .72 
2003 . . 10 84 10 15 .69 1.82 1 82 -.01 12.66 11.97 .69 
2004 . . . 10 85 10 15 .70 1.82 1.88 - 00 12.67 12.03 .64 
2005 . . . 10.85 10 14 .71 1.82 1.93 •11 12.67 12.07 .61 

2010 . . . 10.92 10.34 .58 1.82 2.11 -.29 12.74 12 46 .29 
2015 . 11.01 11.32 -.31 1.83 2.17 •34 12.84 13.50 -.66 
2020 . . . 11.11 12 73 •1.62 1.83 2 22 -.39 12.94 14.95 -2.02 
2025 . 11 19 13.92 -2 72 1.83 2 29 -.45 13.03 16.20 -3.17 
2030 11.27 14.80 -3.53 1.84 2.29 -.45 13.10 17 08 -3.98 
2035 . . . 11.31 15 14 -3 83 1.84 2 24 -.40 13.15 17.38 -4.23 
2040 . . . 11.33 15 05 -3.71 1.84 2 25 - 41 13.17 17.29 -4.12 
2045 . . . 11.35 14.96 -3.61 1.84 2.35 -.51 13.19 17.31 •4 12 
2050 . . . 11.37 15.10 -3.73 1.84 2.41 -.57 n . 2 i 17.51 •4.30 
2055 . . 11 40 15.47 -4.07 1.85 2.45 •61 13 25 ;"'.92 -4.67 
2000 11 43 15.88 -4.44 1.85 2 43 -.59 13 28 18.31 -5.03 
2065 . . . 11 46 16 17 -4.71 1.85 2.43 • 5 8 13.30 18.59 •5.29 
2070 . . . 11 47 16 39 -4.91 1.85 2 44 - 60 13 32 18 83 -5.51 
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Table II.Fl 3.—Comparison of Estimated Income Rates and Cost Rates by 
Trust Fund and Alternative, Calendar Years 1996-2070 (Cont.) 

(As a percentage ol taxable payroll] 

OASI DI Combined 

Calendar Income Cost Income Cost Income Cost 
year rale rate Balance rale rale Balance rale rale Balance 

Low Cost: 
1996 . . . 10.73 10.06 0.67 1 89 1.46 0 43 12.62 11.52 1.10 
1997 . . 10.91 9.90 1.01 1.71 1.46 25 12.62 11 36 1.26 
1998 10 91 9.74 1.17 1.71 1.46 .25 12.62 11.20 1.42 
1999 . . . 10.91 9.60 1.32 1.71 1.47 25 12.63 11.06 1.56 
2000 . . . 10.80 9.46 1.33 1.81 1.48 .34 12.61 10.94 1.67 
2001 . . . 10 82 9.36 1.46 1.81 1.49 33 12.63 10.85 1.78 
2002 . . 10.82 9.26 1.56 1 81 1.49 .32 1263 10 76 1.88 
2003 . 10.82 9.18 1.64 1.81 1.51 .30 12.64 10.69 1.94 
2004 . . . 10.82 9.10 1.72 1.81 1.53 .28 12.64 10.63 2.01 
2005 . 10.83 9.03 1.80 1 82 1.55 26 12 64 10.58 2.06 

2010 . . . 10 88 9.16 1.72 1 82 1.63 .19 12.70 10.79 1.91 
2015 . . 10.96 10.02 .94 1 82 1.65 .17 12.78 11.67 1.11 
2020 . . 11.03 11.18 - 14 1.82 1.66 .16 12 86 12.84 .02 
2025 . . . 11.10 12.06 -.95 1.83 1.69 .13 12.93 13.75 -.82 
2030 . . . 11.15 12.55 -1.40 1 83 1.67 .15 12.98 14.23 -1.25 
2035 . . . 1118 12 53 -1.36 1.83 1 62 .21 13.00 14.15 -1.15 
2040 . . . 11.18 12.13 - 95 1.83 1.60 22 1301 13.73 • 7 3 
2045 . . . 11.18 11.76 -.58 1.83 1.65 .18 13.01 13.41 -.40 
2050 . . 11.18 11.60 - 42 1.83 1.67 .16 13.01 13 27 -.25 
2055 . . . 11.19 11.60 -.41 1.83 1.67 .16 13.02 13.27 -.25 
2060 . . . 11.20 11.61 -.41 1.83 1.65 .18 13 03 13.26 -.22 
2065 . . . 11.20 11.53 -.33 1 83 1.64 .19 13.04 13.18 -.14 
2070 . . 11.21 11.46 -.25 1 83 1.66 .18 13.04 13.12 -.08 

High Cost: 
1996 . . . 10.74 10.31 .43 1.89 1.54 .36 12 63 11.85 .78 
1997 . . . 10.92 10.53 .40 1.71 1 65 .06 12.64 12.18 .46 
1998 . . . 10.93 10.39 .53 1.71 1.70 .01 12.64 12.09 .55 
1999 . . . 10.94 10.69 .24 1.72 1 82 -.11 12.65 12 52 14 
2000 . . . 10.89 11.06 -.17 1.82 1.97 -.15 12.70 13.03 -.32 
2001 10.86 11.07 -.22 1.82 2.05 -.23 12.68 13.12 -.44 
2002 . . 10.86 11.11 -.25 1.82 2.13 -.31 12 68 13 24 -.56 
2003 . . . 10.87 11.17 -.30 1.82 2 22 -.39 12.69 13.38 -.69 
2004 10.88 11.25 - 37 1.82 2 31 -.49 12.70 13.56 - 86 
2005 . . . 10.88 11.33 -.44 1.82 2.40 -.57 12.71 13.72 -1.02 

2010 . . . 10.97 11.58 -.61 1.83 2.69 -.86 12.80 14.27 -1.47 
2015 . . . 11.07 12.65 -1.58 1.84 2.77 -.93 12.91 15.42 -2 51 
2020 . . . 11.19 14.33 -3 14 1.84 2 89 -1.05 13.03 17.22 -4.19 
2025 . . . 11.30 15.90 -4 60 1.85 3.03 -1 18 13.15 18.93 -5 78 
2030 . . . 11.40 17.27 -5.87 1.85 3.07 -1 22 13.25 20.35 -7.09 
2035 . . . 11 48 18.20 -6.72 1.85 3.05 -1.20 13 33 21.24 -7.92 
2040 . . . 11.53 18.71 -7.18 1 86 3.11 -1 26 13.38 21.82 -8 44 
2045 . . . 11.57 19.20 7.63 1.86 3 32 -1.46 13.44 22.53 -9.09 
2050 . . . 11.63 19.99 -8.36 1.86 3.48 -1 61 13.50 23.46 -9.97 
2055 . . . 11.71 21.10 -9.39 1.87 3.58 -1.71 13.57 24 68 -11.11 
2060 . . . 11.78 22 35 -10 57 1.87 3.58 -1 71 13.65 25.93 -12.28 
2065 . . . 11.85 2 3 4 7 -11.62 1.87 3.56 -1.69 13 72 27.03 -13.31 
2070 . . . 11.91 24.43 -12.52 1.87 3.59 -1.72 13 78 28.02 -14 24 

Notes: 
1. Ttie income rate excludes interest income and certain translers Irom the general lund of the Treasury. 
2 Totals do not necessarily equal Ihe sums ol rounded components 

Also of interest are the long-range financial conditions of the separate 
OASI and DI programs. Annual balances under alternative I I remain 
positive through 2013 for the OASI program, but only through 2002 
for the DI program. 
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Figure II.F3 shows in grajjhical form the i)atterns of the OASDI 
annual income rates and cost rates. The income rates are shown only 
for alternative I I in order to sim})lify the grai)hical presentation and 
because, as shown in table 1I.F13, the variation in the income rates by 
alternative is very small. The OASDI long-range summarized income 
rates for alternatives 1 and I I I , for the 75-year valuation period, differ 
by only about 0.3 percent of taxable payroll. By 2070, the annual 
income rates under alternatives I and I I I differ by less than 0.8 per­
cent of taxable payroll. Only small fluctuations are projected in the 
income rate, as the rate of income from taxation of benefits varies only 
slightly, for each alternative, reflecting changes in the cost rate and 
the fact that benefit-taxation threshold amounts are not indexed. 

The patterns of the annual balances are indicated in figure II.F3. For 
each alternative, the magnitude of each of the |)Ositive balances in the 
early years, as a percent of taxable payroll, is represented by the dis­
tance between the appropriate cost-rate cun'e and the income-rate 
curve above it. The magnitude of each of the deficits in subsequent 
years is represented by the distance between the ap|)ropriate cost-rate 
curve and the income-rate curve below it. 

In the future, the cost of the OASDI program, as a jaercent of tiTxable 
[)ayroll, will not necessarily be within the range encomiiassed by 
alternatives I and I I I . Nonetheless, because alternatives I and I I I 
define a reasonably wide range of economic and demograjjhic condi­
tions, the resulting estimates delineate a reasonable range for future 
[program costs. 

110 



Actuarial Esti.mates 

Figure II.F3.—Estimated OASDI Income Rates and Cost Rates 
by Alternative, Calendar Years 1985-2070 

]As a percentage ol laxable payroll] 

[ [ [ I [ [ [ [ I M I I n I 111 I MI 1111 111 M I n 111 1111 M 11 1111 II 11 1! II I I II II I I II I II 1! 1 1 1 1 1 

1990 2000 2010 2020 2030 2040 2050 2060 2070 

Calendar year 

b. Summarized Income Rates, Cost Rates, and Balances 

Summarized values for the ful l 75-year period are useful in analyzing 
the long-range financial condition of the program under present law 
and the long-range financial effects of proposed modifications to the 
law. In order to focus on the full 75-year period as well as on broad 
patterns through the period, tables II.F14 and I1.F15 summarize, on a 
present-value basis, the projected annual figures i)resented in the pre­
vious table for various periods within the overall 75-year projection 
period. 

Table II.F14 shows rates on a present-value basis summarized for 
each of the 25-year subperiods, excluding both the funds on hand at 
the beginning of the period and the cost of accumulating a target trust 
fund balance by the end of the period. These rates are useful for com­
paring the cash flows of tax income and exi)enditures, as an indicator 
of the degree to which tcix income during the i)eriod is sufficient to 
meet the outgo estimated for the period. 
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Table II.F14.—Comparison of Summarized Income Rates and Cost Rates for 25-Year 
SubperiodsV by Trust Fund and Alternative, Calendar Years 1996-2070 

]As a percenlage ol laxable payroll] 

OASI DI Combined 

Income Cost Income Cost Income Cost 
Subperiod rate rale Balance rate rate Balance rate rale Balance 

Intermediate. 
1996-2020 10.92 10 68 0.24 1 81 1.95 -0.14 12.74 12 63 0.11 
2021-2045. . . 11 27 14.61 -3.35 1.84 2 28 -.44 13.10 16.89 -3.79 
2046-2070. . . 11.41 15.68 -4.27 1.85 2 43 - 59 13.26 18.11 -4.86 

Low Cost: 
1996-2020 . 10.89 9.66 1 23 1 81 1.58 23 12.70 11.24 1.45 
2021-2045. . . 11.14 12 21 -1.06 1.83 1.65 .17 12.97 13.86 -.89 
2046-2070. . . 11.19 11.61 - 42 1.83 1.66 .17 13.02 13.27 -.25 

High Cost: 
1996-2020. . . 10.96 11.75 • 7 9 1.82 2.40 -.58 12.78 14.15 -1.37 
2021-2045. . . 11.42 17.43 -6.01 1.85 3.08 -1.23 13.27 20.51 -7.24 
2046-2070. . . 11.74 21.73 -9.99 1.87 3 54 -1.68 13.61 25.28 -11 67 

Income rates do nol include beginning trust lund balances and cost rales do not include the cost ol 
accumulating target Irusl lund balances. 

Note: Totals do not necessarily equal Ihe sums ol rounded components. 

Table II.F15 shows summarized rates including the funds on hand at 
the start of the period and the cost of accumulating a target trust fund 
balance equal to 100 percent of annual expenditures by the end of the 
period, for valuation periods of the first 25 years, the first 50 years, 
and the entire 75-year period. Therefore, the actuarial balance for 
each of these three valuation periods is equal to the difference 
between the summarized income rate and cost rate for the corre­
sponding period. A balance of zero for any period on this basis would 
indicate that estimated outgo for the period could be met, on the aver­
age, with a remaining trust fund balance at the end of the period 
equal to 100 percent of the following year's outgo. 
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Table II.Fl 5.—Comparison of Summarized Income Rates and Cost Rates for Valuation 
P e r i o d s \ by Trust Fund and Alternative, Calendar Years 1996-2070 

(As a percentage ol taxable payroll] 

OASI DI Combined 

Valuation 
period 

Income 
rate 

Cost 
rate Balance 

Income 
rale 

Cost 
rate Balance 

Income 
rale 

Cost 
rate Balance 

Intermediate: 
25-years: 
'1996-2020 . 11.67 11.15 0.52 1.87 2.03 -0.16 13.54 13.18 0.36 
50-years: 

1996-2045 . 11.49 12.61 -1.12 1.86 2.13 -.27 13.35 14.74 •1 39 
75-years: 

1996-2070 . 11.47 13.33 -1.85 1.85 2.20 •34 13.33 1552 -2 19 

Low Cost; 
25-years: 

1996-2020 . 11.59 10.07 1.52 1.87 1.64 .23 1346 11.71 1.75 
50-years; 

1996-2045 . 11.40 10.96 .44 1.85 1.64 .21 13.25 12.59 .65 
75-years: 

1996-2070 . 11.35 11.09 .25 1.84 1.64 .20 13.19 12.73 .46 

High Cost: 
25-years: 

1996-2020 . 11.73 12.29 -.56 1.88 2.51 -.63 1361 14 79 -1.18 
50-years: 

1996-2045 . 11.59 14.53 -2.94 1.87 2.75 -.88 13.46 17.28 -3.82 
75-years: 

1996-2070 . 11.63 16.23 •4.61 1.87 2.93 -1.06 13.50 19.16 -567 

' Income rates Include beginning trust lund balances and cost rates Include Ihe cost ol reaching an end­
ing lund target equal to 100 percent ol annual expenditures by the end ol the period. 

Note: Totals do not necessarily equal Ihe sums ol rounded components. 

The values in table II.F15 show that the combined OASDI program is 
expected to operate with a positive balance over shorter valuation 
periods under alternatives I and I I . For the first 25-year valuation 
period the summarized values indicate balances of 1.75 percent of tax­
able payroll under alternative I , 0.36 percent under alternative I I , 
and -1.18 percent under alternative I I I . Thus, the program is more 
than adequately financed for the next 25-year valuation period under 
all but the high cost alternative I I I projections. Over the 50-year valu­
ation period, 1996-2045, the OASDI program would have a positive 
balance of 0.65 percent under alternative I , but would have deficits of 
1.39 percent under alternative 11 and 3.82 percent under alternative 
I I I . Thus, the program is more than adequately financed for the 
50-year valuation period under only the low cost set of assumptions, 
alternative I . 

For the entire 75-year valuation period, the combined OASDI pro­
gram would again have actuarial deficits except for the low cost set of 
assumptions, alternative I . The actuarial balance for this long-range 
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valuation period is projected to be 0.46 percent of taxable payroll 
under alternative I , -2.19 percent under alternative I I , and -5.67 per­
cent under alternative I I I . 

As may be concluded from tables II.F14 and II.F15, the financial con­
dition of the DI program is somewhat poorer than that of the OASI 
])rogram for the first 25 years. Summarized over the full 75-year 
period, however, long-range deficits for the OASI and DI programs 
under intermediate assumptions are about the same relative to pro­
gram costs. 

r. Test of Long-Range Close Actuarial Balance 

Two tests of the financial status of the OASI, DI, and combined 
OASDI programs are presented in this report. The test of long-range 
close actuarial balance incorporates a graduated tolerance scale which 
allows larger actuarial deficits for longer valuation periods, reflecting 
the greater uncertainty inherent in the estimates for later years. The 
other test, the short-range test of the financial adequacy of the pro­
gram, was discussed earlier in this section. 

Table II.F16 presents a comparison of the estimated actuarial bal­
ances with the minimum allowable balance (or maximum allowable 
deficit) under the long-range test, each expressed as a perceiitage of 
the summarized cost rate, based on the intermediate alternative I I 
estimates. Values are shown for only 14 of the valuation periods: those 
of length 10 years, 15 years, and continuing in 5-year increments 
through 75 years. However, each of the 66 periods—those of length 10 
years, 11 years, and continuing in 1-year increments through 75 
years—is considered for the test. These minimum allowable balances 
are calculated to show the limit for each valuation period resulting 
from the graduated tolerance scale. The patterns in the estimated bal­
ances as a percentage of the summarized cost rates, as well as that for 
the minimum allowable balance, are presented graphically in figure 
II.F4, for the OASI, DI and combined OASDI programs. Values shown 
for the 25-year, 50-year, and 75-year valuation periods correspond to 
those presented in table II.F15. 

As disciissed earlier, a program is found not to be in long-range close 
actuarial balance if, for any of the valuation periods ending with the 
10th through 75th years of the projection period, the estimated actu­
arial balance is less than the minimum allowable balance. The mini­
mum allowable balance as a percentage of the summarized cost rate is 
-5.0 percent for the full 75-year long-range period and is reduced uni-
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formly for shorter valuation periods, reaching zero for the 10-year val­
uation period. 

For the OASI program, the estimated actuarial balance as a percent­
age of the summarized cost rate exceeds the minimum allowable for 
valuation periods of length 10 years through 33 years, under the 
intermediate alternative I I estimates. For valuation periods of length 
greater than 33 years, the estimated actuarial balance is less than the 
minimum allowable. For the full 75-year long-range period the esti­
mated actuarial balance reaches -13.90 percent of the summarized 
cost rate, for a shortfall of nearly 9 percent, from the minimum allow­
able balance of -5.0 percent of the summarized cost rate. Thus, 
although the OASI program satisfies the short-range test of financial 
adequacy (as discussed earlier in this section), it is not in long-range 
close actuarial balance. 

For the DI program, the estimated actuarial balance as a percentage 
of the summarized cost rate e.xceeds the minimum allowable balance 
for valuation periods of length 10 through 12 years under the interme­
diate alternative I I estimates. For valuation periods of length greater 
than 12 years, the estimated actuarial balance is less than the mini­
mum allowable. The shortfall from the minimum allowable balance 
rises to a level of 15.54 percent of the summarized cost rate for the ful l 
long-range period, for a shortfall of over 10 percent, from the mini­
mum allowable balance of -5.0 percent of the summarized cost rate. 
Thus, although the DI program satisfies the short-range test of finan­
cial adequacy (as discussed earher in this section), it is also not in 
long-range close actuarial balance. 

As indicated above, financing for the DI program is less adequate 
than for the OASI program during the first 25 years even though 
long-range actuarial deficits are comparable over the entire 75-year 
period. This occurs because the cost of the OASI program rises much 
faster during the long-range period. As a result, tax rates that are rel­
atively more adequate for the OASI program during the first 25 years, 
become relatively less adequate thereaft;er. 

For the combined OASDI program, the estimated actuarial balance as 
a percentage of the summarized cost rate exceeds the minimum allow­
able balance for valuation periods of length 10 years through 31 
years. For valuation periods of length greater than 31 years, the esti­
mated actuarial balance is below the minimum allowable balance. 
The size of the shortfall from the minimum allowable balance rises 
gradually reaching 9.13 percent of the summarized cost rate for the 
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full 75-year long-range valuation period. Thus, although the OASDI 
program satisfies the short-range test of financial adequacy (as dis­
cussed earlier in this section), it is out of long-range close actuarial 
balance. 

The OASI and DI programs, both separate and combined, were also 
found to be out of close actuarial balance in last year's report. The 
estimated deficits for the OASI, DI, and combined OASDI programs in 
this report are similar to those shown in last year's report. 
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Table II.Fl 6.—Comparison of Estimated Long-Range Actuarial Balances With tlie 
Minimum Allowable for the Test for Close Actuarial Balance by Trust Fund, 

Based on Intermediate Estimates 

Valuation 

Rates 
(percentage ol taxable payroll) 

Summarized Summarized 

Balance as a 
percenlage ol cost rate 

Minimum 
allowable 

period income rate cost rate Balance Balance balance 

OASI: 
10years: 1996-2005.. 12.57 11.14 1.43 12.82 0.00 
15 years: 1996-2010.. 12.05 10.85 1.20 11.03 - 38 
20 years: 1996-2015. . 11.80 10.89 .91 835 •77 
25 years: 1996-2020. . 11.67 11.15 .52 4.65 •1.15 
30 years: 1996-2025.. 11.59 11.50 .09 .81 •1.54 
35 years: 1996-2030.. 11.55 11.86 -.31 •2.63 -1.92 
40 years: 1996-2035.. 11.52 12.18 -.66 •5.39 -2.31 
45 years: 1996-2040.. 11.51 12.43 -.92 •7.40 •2.69 
50 years: 1996-2045. . 11.49 12.61 •1.12 -8.87 •3.08 
55 years: 1996-2050. . 11.48 12.77 -1.28 •10.05 •3.46 
60 years: 1996-2055. . 11.48 12.92 •1.44 -11.12 -3.85 
65 years: 1996-2060.. 11 48 13.06 •1.58 •12.13 •4.23 
70 years: 1996-2065. . 11.47 13.20 -1.72 •13.06 •4.62 
75 years: 1996-2070.. 11.47 13.33 •1.85 •13.90 -5.00 

DI: 
10 years: 1996-2005. . 1.93 1.89 .04 2.28 .00 
15 years: 1996-2010. . 1.90 1.95 -.05 •2.41 •38 
20 years: 1996-2015.. 1 88 1.99 •11 •5.61 -.77 
25 years: 1996-2020. . 1.87 2.03 •16 •7.75 •1.15 
30 years: 1996-2025.. 1.87 2.06 •.19 •9.44 -1.54 
35 years: 1996-2030. . 1.86 2.09 -.22 •10.76 •1.92 
40 years: 1996-2035.. 1.86 2.10 •24 •11.48 •2.31 
45 years: 1996-2040.. 1.86 2.11 •25 •12.02 •2.69 
50 years: 1996-2045.. 1.86 2.13 •27 •12.70 •3.08 
55 years: 1996-2050. . 1.86 2.14 •29 •1345 -3.46 
60 years: 1996-2055.. 1.86 2.16 •31 -14.14 -3.85 
65 years: 1996-2060. . 1.86 2.18 •32 •14.70 •4.23 
70 years: 1996-2065.. 1 85 2.19 .33 •15.14 -4 62 
75 years: 1996-2070.. 1.85 2.20 -.34 -15.54 •5.00 

OASDI: 
10 years: 1996-2005.. 14.51 13.04 1.47 11.29 .00 
15 years: 1996-2010.. 13.95 12.80 1.15 8.98 •.38 
20 years: 1996-2015. . 13.68 12.88 .80 6.19 •77 
25 years: 1996-2020. . 13.54 13.18 .36 2.74 •1.15 
30 years: 1996-2025. . 13.46 13.56 •10 •75 -1.54 
35 years: 1996-2030.. 13.41 13.95 •54 -3.85 -1.92 
40 years: 1996^2035. . 13.38 14.28 •.90 •6.29 •231 
45 years: 1996^2040.. 13.37 14.54 •1.17 •8.07 •2.69 
50 years: 1996^204S. . 13.35 14.74 -1.39 -9.42 •3.08 
55 years: 1996-2050. . 13.34 14.91 -1.57 •10.54 •3.46 
60 years: 1996-2055. . 1333 15.08 -1.74 •11.56 -3.85 
65 years: 1996-2060. . 13.33 15.24 -1.90 •12.50 -4 23 
70 years: 1996^2065. . 13.33 15.38 -2.06 •1336 •4.62 
75 years: 1996^2070. . 13.33 15.52 •2.19 •14.13 -5.00 

Note: Totals do nol necessarily equal the sums ot rounded components. 
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Figure II.F4.—Comparison of Estimated Long-Range Actuarial Balances With the 
Minimum Allowable for Close Actuarial Balance, Alternative II by Trust Fund 

Acluanat balance as percent­
age ol summarized cost rale 

2005 2010 2015 2020 2025 2030 2035 2040 2046 2050 2055 2060 2066 2070 

Ending year ol valuation period 

d. Income and Cost Rates by Component 

Annual income rates and their components are shown in table II.F17, 
for each alternative set of assumptions. The annual income rates 
reflect the scheduled payroll tax rates and the projected rates of 
income from the taxation of benefits, which reflect changes in the cost 
rates and the fact that benefit-taxation threshold amounts are not 
indexed. 

Summarized values for the annual income and cost rates, along with 
their components, are presented in table II.F18 for 25-year, 50-year, 
and .75-year valuation periods. Summarized income rates include the 
starting trust fund balance in addition to the components included in 
the annual income rates. The summarized cost rates include the cost 
of reaching and maintaining an ending trust fund target of 100 per-
cent of annual expenditures by the end of the period in addition to the 
expenditures included in the annual cost rates. Thus, the total sum­
marized rates shown in table II.F18 are the same as the summarized 
income and cost rates shown in table II.F15 for the 25-year, 50-year, 
and 75-year valuation periods. 
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I t may be noted that the payroll tax income expressed as a percentage 
of taxable payroll is slightly smaller than the actual tax rates in effect 
for each period. This results from the fact that all OASDI income and 
outgo amounts presented in this report are computed on a cash basis, 
i.e., amounts are attributed to the year in which they are actually 
received by, or expended from, the fund, while taxable payroll is allo­
cated to the year in which earnings are paid. Because earnings are 
paid to workers before the corresponding payroll taxes are credited to 
the funds, payroll tax income for a particular year reflects a combina­
tion of the taxable payrolls from that year and from prior years, when 
payroll was smaller. Dividing payroll tax income by taxable payroll for 
a particular year, or period of years, will thus generally result in an 
income rate that is slightly less than the applicable tax rate for the 
period. 

Table II.Fl7.—Components of Annual Income Rates by Trust Fund and Alternative, 
Calendar Years 1996-2070 

(As a percenlage ol laxable payroll) 

Calendar year 

OASI DI Combined 

Calendar year 
Payroll 

lax 

Taxation 
ol 

benetils Tolal 
Payroll 

tax 

Taxalion 
ol 

benelits Tolal 
Payroll 

lax 

Taxalion 
ol 

benetils Tolal 

Intermediate: 
1996 10.52 0.21 10.73 1.88 0.01 1.89 12.40 0 23 12.63 
1997 10.70 .22 10.92 1.70 .01 1.71 12 40 23 12.63 
1998 10 70 .22 10.92 1 70 .01 1.71 12.40 23 12.63 
1999 . . . . 10.70 .23 10.93 1.70 .01 1.71 12.40 .24 12.64 
2000 10.60 .23 10.83 1.80 .01 181 1240 .25 12.65 
2001 10.60 .24 1084 1.80 02 1 82 1240 .25 12 65 
2002 10.60 .24 10 84 1.80 .02 1 82 12.40 26 12.66 
2003 10.60 .24 10.84 1.80 .02 1.82 12.40 26 12 66 
2004 10.60 25 1085 1.80 .02 1.82 12.40 .27 12.67 
2005 10.60 25 1085 1.80 .02 1.82 12.40 .27 12.67 

2010 . . . . 10.60 .32 10.92 1 80 02 1.82 1240 .34 12 74 
2015 . . . . 10.60 .41 11.01 1.80 03 1.83 12.40 .44 12.84 
2020 10.60 .51 11.11 1.80 .03 1.83 12.40 .54 12.94 
2025 10 60 .59 11.19 1 80 .03 1.83 12.40 .63 1303 
2030 10.60 .67 11.27 1.80 .04 1.84 12.40 .70 13.10 
2035 10.60 .71 11.31 1.80 .04 1 84 12.40 .75 13.15 
2040 . . . 10.60 .73 11 33 1 80 04 1.84 12 40 .77 13.17 
2045 . 10.60 75 11.35 1.80 .04 1.84 12.40 .79 13.19 
2050 10 60 .77 11.37 1.80 .04 1.84 12.40 .81 13.21 
2055 . . . . 10.60 .80 11.40 1.80 .05 1.85 12.40 .85 13.25 
2060 10.60 83 11.43 1.80 .05 1.85 12.40 88 13.28 
2065 . . . . 10.60 86 11.46 1.80 05 1.85 12.40 .90 13 30 
2070 10.60 .87 11.47 1.80 .05 1 85 12 40 92 1332 
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Table II.Fl7.—Components of Annual Income Rates by Trust Fund and Alternative, 
Calendar Years 1996-2070 (Cont) 

(As a percentage of taxable payroll] 

OASI DI Combined 
Taxalion Taxation Taxalion 

Payroll o l Payroll o l Payroll ol 
Total Calendar year lax benelits Tolal lax benefits Total tax benelits Total 

Low Cost: 
1996 1052 0.21 10.73 1.88 0.01 1.89 12.40 0.22 12.62 
1997 . . . . 10.70 .21 10.91 1 70 .01 1.71 12.40 22 12.62 
1998 10.70 .21 10.91 1.70 .01 1.71 12.40 .22 1262 
1999 10.70 .21 10.91 1.70 .01 1.71 12 40 .23 12.63 
2000 10.60 20 10 80 1.80 01 1.81 1 2 4 0 .21 12.61 
2001 10.60 22 10.82 1.80 .01 1.81 12.40 .23 12.63 
2002 10.60 22 10 82 1.80 01 1.81 12.40 .23 12.63 
2003 10.60 22 10.82 1 80 .01 1.81 12.40 24 12.64 
2004 10.60 .22 10.82 1.80 .01 1.81 12.40 .24 12.64 
2005 . . . . 10.60 23 10.83 1 80 .02 1.82 12.40 24 12.64 

2010 . . . . 10 60 .28 10.88 1.80 02 1.82 12.40 .30 12.70 
2015 . . . . 10.60 .36 10.96 1 80 02 1.82 1240 .38 12.78 
2020 . . . 10.60 .43 11.03 1.80 02 1 82 12.40 .46 12.86 
2025 . . . 10.60 50 11.10 1 80 03 1.83 12.40 .53 12.93 
2030 10.60 .55 11.15 1.80 .03 1.83 12.40 58 12.98 
2035 . . . . 10.60 .58 11.18 1.80 .03 1.83 12.40 .60 1300 
2040 . . . 1060 .58 11.18 1.80 .03 1.83 12.40 .61 13.01 
2045 . . . 10.60 .58 11.18 1.80 .03 1.83 12 40 .61 13.01 
2050 10.60 .58 11.18 1.80 .03 1 83 12.40 .61 13.01 
2055 . . . 10.60 .59 11.19 1.80 .03 1.83 12.40 .62 13.02 
2060 10.60 .60 11.20 1.80 .03 1.83 12.40 .63 13.03 
2065 . . . . 10.60 .60 11.20 1.80 .03 1.83 12.40 .64 13.04 
2070 10.60 .61 11.21 1.80 .03 1.83 12.40 .64 13.04 

High Cost: 
12.63 1996 10.52 22 10.74 1 88 01 1 89 12.40 .23 12.63 

1997 10.70 22 10.92 1.70 .01 1 71 1240 .24 12.64 
1998 . . . . 10.70 .23 10.93 1.70 .01 1 71 12.40 .24 12 64 
1999 . . . 10 70 24 10.94 1.70 .02 1.72 12.40 .25 12.65 
2000 . . . . 10.60 .29 10.89 1.80 .02 1.82 12.40 .30 12.70 
2001 10.60 .26 10.86 1.80 .02 1.82 12.40 28 1268 
2002 1060 .26 1086 1.80 .02 1.82 12.40 .28 12.68 
2003 10.60 27 10.87 1.80 .02 1.82 12.40 .29 12.69 
2004 . . . . 10.60 .28 10 88 1.80 .02 1.82 1240 .30 12.70 
2005 10.60 28 10.88 1.80 .02 1.82 1240 .31 12.71 

2010 . . 10.60 .37 10.97 1.80 03 1.83 12.40 40 12.80 
2015 . . 10.60 47 11.07 1 80 .04 1.84 12.40 .51 12.91 
2020 10.60 .59 11.19 1.80 .04 1.84 12.40 .63 13.03 
2025 . . . 10.60 .70 11.30 1.80 05 1 85 12.40 .75 13 15 
2030 10.60 80 11 40 1 80 .05 1.85 1 2 4 0 .85 13.25 
2035 10.60 88 11.48 1.80 .05 1 85 12.40 .93 13.33 
2040 10.60 .93 11.53 1.80 .06 1.86 12.40 .98 13.38 
2045 1060 .97 11.57 1.80 .06 1.86 12.40 1.04 13.44 
2050 1060 1.03 11.63 1 80 .06 1.86 12.40 1.10 13.50 
2055 10.60 111 11.71 1.80 07 1.87 12.40 1.17 13.57 
2060 10 60 1 18 11.78 1.80 07 1.87 12.40 1.25 13.65 
2065 10.60 1.25 11.85 1.80 .07 1.87 12.40 1.32 13.72 
2070 10.60 1.31 11.91 1.80 .07 1 87 12.40 1 38 13 78 

Note: Totals do nol necessarily equal Ihe sums ol rounded components 
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Table II.F18.—Components of Summarized Income Rates and Cost Rates by 
Trust Fund and Alternative, Calendar Years 1996-2070 

(As a percenlage ol taxable paymll] 

Valuation period 

Income rate Cost rale 

Payroll 
tax 

Taxation Beginning 
ol lund 

benefits balance Tolal 
Disburse­

menls 

Ending 
lund 

target Tolal 
OASI: 

Intermediate: 
1996^2020 . . . . 10.61 0.31 0.74 11.67 10.68 0.47 1115 

'1996-2045 10.61 .47 .42 11.49 12.38 .23 12.61 
1996-2070 . . . . 10.60 .55 .32 11.47 13.19 .14 13.33 

Low Cost: 
13.19 .14 13.33 

1996-2020 10.61 .28 .71 11.59 9.66 .41 10.07 
1996-2045 10.61 .39 .40 11.40 10.77 .19 10.96 
1996^2070 10.60 .45 .30 11.35 10.99 .11 11.09 

High Cost: 
10.99 .11 11.09 

1996^2020 10.61 .35 .77 11.73 11.75 .54 12.29 
1996-2045 . . . . 10.61 .56 .43 11.59 14.23 .30 14.53 
1996-2070 10.60 .70 33 11.63 16.03 .20 16.23 

DI: 
Intermediate: 

1996-2020 . 
1996-2045 . 
1996^2070 . 

Low Cost: 
1996-2020 . 
1996-2045 . 
1996^2070 . 

High Cost: 
1996-2020 . 
1996^2045 . 
1996^2070 . 

OASDI: 
Intermediate: 

1996^2020 . 
1996^2045 . 
1996^2070 . 

Low Cost: 
1996-2020 . 
1996-2045 . 
1996-2070 . 

High Cost: 
1996-2020 . 
1996^2045 . 
1996^2070 . 

1.79 
1.79 
1.80 

1.79 
1.79 
1.80 

1.79 
1 79 
1.80 

12.40 
12.40 
12.40 

12.40 
12.40 
12.40 

12.40 
12.40 
12.40 

.02 

.03 

.03 

.02 

.02 

.02 

.03 

.04 

.04 

.33 

.49 

.58 

.29 

.41 

.47 

.38 

.59 

.74 

.06 

.03 

.03 

.06 
03 
.02 

.06 

.04 

.03 

1.87 
1.86 
1.85 

1.87 
1.85 
1.84 

1.88 
1.87 
1.87 

.80 13.54 

.46 13.35 

.34 13.33 

.76 13.46 

.43 13.25 

.32 13.19 

.83 13.61 

.47 13.46 

.35 13.50 

1.95 
2.09 
2 17 

1.58 
1.61 
1.62 

2.40 
2.70 
2.90 

12.63 
14.47 
15.36 

11.24 
12.38 
12.61 

14.15 
16.93 
18.94 

.08 

.04 
02 

.06 
03 
.02 

.11 
05 
.03 

.55 

.27 

.16 

.47 

.21 

.12 

.64 

.35 

.23 

2.03 
2.13 
2.20 

1.64 
1 64 
1.64 

2.51 
2.75 
2.93 

13.18 
14.74 
15.52 

11.71 
12.59 
12.73 

14.79 
17.28 
19.16 

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

e. Comparison of Workers to Beneficiaries 

The primary reason that the estimated OASDI cost rate increases 
rapidly after 2010 is that the number of beneficiaries is projected to 
increase more rapidly than the number of covered workers. This 
occurs because the relatively large number of persons born during the 
period of high fertility rates from the end of World War I I through the 
mid-1960s will reach retirement age, and begin to receive benefits, 
while the relatively small number of persons born during the subse­
quent period of low fertility rates will comprise the labor force. A com-
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parison of the numbers of covered workers and beneficiaries is shown 
in table II.FIO. 

Table ll,F19.- -Comparison of OASDI Covered Workers and Beneficiaries 
by Alternative, Calendar Years 1945-2070 

Covered Beneliciaries 
Covered 

Beneliciaries^ (in thousands) 
workers per per 100 

Calendar year 

Historical data: 
1945 
1950 
1955 
1960 
1965 
1970 
1975 
1980 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 

Intermediate: 
1996 
2000 
2005 
2010 
2015 
2020 
2025 
2030 
2035 
2040 
2045 
2050 
2055 
2060 
2065 
2070 

Low Cost: 
1996 
2000 . . 
2005 
2010 
2015 
2020 
2025 
2030 
2035 
2040 
2045 
2050 
2055 
2060 • 
2065 
2070 

lousands) OASI DI OASDI beneliciary workers 

46,390 1,106 1,106 41.9 2 
48.280 2.930 — 2,930 16.5 6 
65.200 7.563 — 7.563 8 6 12 
72.530 13.740 522 14.262 5.1 20 
80,680 18.509 1.648 20.158 4.0 25 
93,090 22.618 2.568 25.186 3.7 27 

100,200 26,998 4.125 31.123 3.2 31 
112,212 30.385 4.734 35.119 3 2 31 
120,429 32.776 3.874 36.650 3 3 30 
123,260 33.349 3.972 37.321 3.3 30 
126,283 33.918 4.035 37.953 3.3 30 
130,137 34,343 4.077 38.420 3 4 30 
132,471 34,754 4.105 38.859 3 4 29 
133.637 35.266 4.204 39.470 3 4 30 
132.905 35.785 4.388 40.173 3 3 30 

^133.926 36.314 4.716 41.030 3 3 31 
^136,119 36.758 5.083 41.841 3.3 31 
^138.849 37.082 5.435 42.517 3 3 31 
^140.905 37.376 5.731 43.107 3.3 31 

141.925 37.708 5.982 43,690 3 2 31 
146.344 38.999 7.103 46.102 3 2 32 
152,415 41.015 8.554 49.569 3.1 33 
157.859 44.496 9.891 54.387 2.9 34 
161,050 50.352 10,563 60.915 2.6 38 
162.360 57.628 10.848 68.476 2 4 42 
163.259 64.343 11.248 75.591 2.2 46 
164.451 69.680 11.277 80.957 2.0 49 
166,417 72.889 11.253 84.142 2.0 51 
168.323 73.845 11,437 85.282 2.0 51 
169.650 74.442 11.978 86,420 2.0 51 
170,563 75.694 12.302 87.996 1.9 52 
171.223 77.855 12.533 90.388 1 9 53 
171.959 80.211 12.496 92.707 1.9 54 
172.720 82.070 12.548 94.618 1 8 55 
173.480 83.605 12.712 96.317 1 8 56 

144.277 38.015 6.156 44,171 3.3 31 
151,638 39.172 6.854 46.026 3.3 30 
157.230 40.576 7.577 48.153 3.3 31 
163.109 43.824 8.479 52.303 3.1 32 
166.844 49.382 8.813 58.195 2 9 35 
169.154 56.296 8.920 65.216 2 6 39 
171.593 62:588 9.193 71.781 2.4 42 
175.341 67.357 9.225 76.582 2.3 44 
180.447 69.917 9.245 79.162 2.3 44 
186.094 70.304 9.448 79.752 2.3 43 
191.572 70.540 9,950 80.490 2.4 42 
196.990 71,536 10,320 81.856 2 4 42 
202.714 73,525 10.663 84,188 2.4 42 
208.843 75.740 10.862 86.602 2.4 41 
215.383 77.677 11:188 88.865 2.4 • 41 
222.031 79.632 11.614 91.246 2.4 41 
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Table II.F19.—Comparison of OASDI Covered Workers and Beneficiaries 

by Alternative, Calendar Years 1945-2070 (Cont) 

Covered Beneliciaries 
Covered ,• • • 2 ,• .... ^ , wor1(ersper per 100 
workers^ Beneticianes"^ (in thousands) Q A S D I covered 

Calendar year (in thousands) OASI DI OASDI beneliciary workers 

High Cost: 
1996 141,045 37,718 6,010 4 3.728 3.2 31 
2000 140.630 39.139 7.622 46.761 3.0 33 
2005 147.810 41.429 9.790 51.219 2.9 35 
2010 152.721 45.143 11.371 56.514 2 7 37 
2015 155.325 51.240 12,512 63.752 24 41 
2020 155.663 58.861 13,053 71.914 22 46 
2025 155.006 66.050 13,638 79.688 19 51 
2030 154.021 72,125 13,698 85.823 18 56 
2035 153.242 76.292 13,645 89,937 1.7 59 
2040 151.851 78,226 13.818 92.044 1.6 61 
2045 149.653 79.623 14,404 94.027 1.6 63 
2050 146,840 81.586 14.653 96.239 1.5 66 
2055 143.561 84.355 14.713 99.068 1.4 69 
2060 140,119 87,266 14,326 101.592 1.4 73 
2065 136,703 89.413 13,967 . 103.380,. 1.3 76 
2070 133.366 90.826 13.748 104.574 1_3 78_ 

' Wort^ers who are paid al some lime during Ihe year lor employment on which OASDI taxes are due. 
^ Beneliciaries with monthly benelits in currenl-paymeni status as ol June 30 
^ Preliminary. 

Note: The numbers ol beneliciaries do not include certain uninsured persons, most ol whom both allained 
age 72 belore 1968 and have lewer than 3 quarters ol coverage, in which cases Ihe costs are reimbursed 
by the general lund ol Ihe Treasury. The number ol such uninsured persons was 1,283 as ol June 30. 
1995, and is estimated lo be lewer than 500 by Ihe turn ol Ihe century Totals do nol necessanly equal Ihe 
sums ot rounded components. 

Table II.F19 shows that the number of covered workers per benefi­
ciary, which was about 3.3 in 1995, is estimated to decline in the 
future. Based on alternative 1, for which high fertility rates and small 
reductions in death rates are assumed, the ratio declines to a level of 
2.3 by 2030, and increases slowly thereafter. Based on alternative I I I , 
for which low fertility rates and substantial reductions in death rates 
are assumed, the decline is much greater, reaching 1.3 workers per 
beneficiary by 2065. Based on alternative I I , the ratio declines to 1.8 
workers per beneficiary by 2065. 

The impact of the demographic shifts under the three alternatives on 
the OASDI cost rates is better understood by considering the pro­
jected number of beneficiaries per 100 workers. As compared to the 
1995 level of 31 beneficiaries per 100 covered workers, this ratio is 
estimated to rise by the year 2070 to significantly higher levels, which 
are 41 under alternative I, 56 under alternative II, and 78 under 
alternative III. The significance of these numbers can be seen by com­
paring figure II.F3 to figure II.F5. 
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For each alternative, the shape of the curve in figure 11.F5, which 
shows beneficiaries per 100 covered workers, is strikingly similar to 
that of the corresponding cost-rate curve in figure II.F3, thereby 
emphasizing the extent to which the cost of the OASDI program is 
determined by the age patterns of the population. Because the cost 
rate is basically the product of the number of beneficiaries and their 
average benefit, divided by the product of the number of covered 
workers and their average taxable earnings (and because average 
benefits rise at about the same rate as average earnings), i t is to be 
expected that the pattern of the annual cost rates is similar to that of 
the annual ratios of beneficiaries to workers. A graphical presentation 
of covered workers per beneficiary is shown in section I.H of the Over­
view. 

f. Trust Fund Ratios 

Table II.F20 shows, by alternative, the estimated trust fund ratios 
(without regard to advance tax transfers that would be effected aft;er 
the end of the 10-year, short-range period) for the separate and com­
bined OASI and DI Trust Funds. Also shown in this table is the first 
year in which a fund is estimated to be exhausted, refiecting the effect 
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of the provision for advance tax transfers. The patterns of the com­
bined fund ratios, over the 75-year period, are shown graphically in 
figure 11.F6, for all three sets of assumptions. 

Based on alternative I I , the OASI trust fund ratio rises steadily from 
148 percent at the beginning of 1996, reaching a peak of 284 percent 
at the beginning of 2012. This increase in the OASI trust fund ratio 
results from the fact that the annual income rate (excluding interest) 
exceeds annual outgo for several years (see table II.F 13). Thereafter, 
the OASI ratio declines steadily, with the OASI Trust Fund becoming 
exhausted in 2031. The DI trust fund ratio follows a similar pattern, 
except that i t unfolds more rapidly. The DI trust fund ratio is esti­
mated to rise from 83 percent at the beginning of 1995 to a peak of 
136 percent in 2002, and to decline thereafter until becoming 
exhausted in 2015. 

The trust fund ratio for the hypothetical combined OASI and DI Trust 
Funds rises from 140 percent for 1996 to a peak of 245 percent at the 
beginning of 2011. Thereafter, the ratio dechnes, with the combined 
funds becoming exhausted in 2029. Based on the intermediate esti­
mates in last year's report, the peak fund ratio for the combined funds 
was estimated to be 269 percent and the year of exhaustion was esti­
mated to be 2030. 

The trust fund ratio for the combined OASDI program begins to 
decline in 2012, the same year annual expenditures begin to exceed 
noninterest income. Although the dollar amount of assets will con­
tinue to rise through the beginning of 2018, because interest income 
more than offsets the shortfall in noninterest income, revenue from 
the general fund of the Treasury wil l be needed in increasingly large 
amounts, beginning in 2012, to redeem the trust funds' public-debt 
obligations due to the cash-flow shortfall. This wil l differ from the 
experience of recent years when the trust funds have been net lenders 
to the general fund. The change in the cash flow between the trust 
funds and the general fund is expected to have important public policy 
and economic implications that go well beyond the operation of the 
OASDI program itself Discussion of these issues is outside the scope 
of this report. 

Based on the low cost alternative I assumptions, the trust fund ratio 
for the DI program increases throughout the long-range projection 
period, reaching an extremely high level by 2070, of 1,390 percent. 
For the OASI program, the trust fund ratio rises to a peak of 487 per­
cent in 2017, dropping thereaft^er to a stable level around 340 percent 
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by 2045. For the combined OASDI program, trust fund ratios follow a 
pattern similar to that for OASI, peaking at 479 percent in 2018, and 
then falling, until around 2040, but increasing thereafter, to a level of 
471 percent for 2070. 

In contrast, under alternative I I I , the OASI trust fund ratio is esti­
mated to peak at 172 percent in 2001, thereafl;er declining to fund 
exhaustion by the end of 2020. The DI Trust Fund is estimated to 
begin declining in 2000, becoming depleted in 2005. The combined 
trust fund ratio is estimated to rise to a peak of 159 percent in 2000, 
declining thereafter to fund exhaustion by the end of 2016. 

The fact that the financing for the DI program is relatively more ade­
quate compared to the financing for the OASI program under low cost 
assumptions, but relatively less adequate under high cost assump­
tions is due to the tax rate reallocation enacted in 1994. This realloca­
tion roughly equalized the size of the long-range actuarial deficits of 
the OASI and DI programs in relation to the summarized cost rates 
under intermediate assumptions. A smaller reallocation would have 
been needed to equalize the deficits in this manner under low cost 
alternative 1 assumptions, while a larger reallocation would have 
been needed under high cost alternative 111 assumptions. 

Thus, because of the high ultimate cost rates that are projected under 
all but the most optimistic assumptions, income wil l eventually need 
to be increased and/or program costs wil l need to be reduced in order 
to prevent the trust funds from becoming exhausted. 

Even under the high cost assumptions, however, the combined OASI 
and DI funds on hand plus their estimated future income would be 
able to cover their combined expenditures for 20 years into the future 
(until 2016). Under the alternative 11 assumptions the combined 
starting funds plus estimated future income would be able to cover 
expenditures for about 33 years into the future (until 2029). The pro­
gram would be able to cover expenditures for the indefinite future 
under the more optimistic assumptions in alternative I . In the 1995 
report, the combined trust funds were projected to be exhausted in 
2016 under alternative 111 and in 2030 under alternative 11. 
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Table II.F20.—Estimated Trust Fund Ratios by Trust Fund and Alternative, 
Calendar Years 1996-2070 

(In percent] 

Intermediate Low Cost High CosI 

Calendar year OASI DI 
Com-
. bined OASI DI 

Com­
bined OASI DI 

Com­
bined 

1996 148 83 140 148 84 140 148 81 139 
1997 159 108 152 160 113 154 157 102 150 
1998 170 118 163 175 131 169 164 103 156 
1999 182 124 174 192 148 186 169 99 159 
2000 193 127 183 210 164 204 172 89 159 
2001 202 133 192 228 186 223 172 79 157 
2002 212 136 201 249 208 243 171 65 154 
2003 221 136 208 271 229 265 170 50 150 
2004 230 133 215 294 247 287 168 31 145 
2005 239 127 221 317 264 309 166 11 139 

2010 278 76 244 427 332 413 149 98 
2015 276 9 232 482 394 470 103 0 34 
2020 226 0 181 480 462 477 18 0 <!' 
2025 143 0 98 449 527 459 (') 0 0 2030 37 < ) 0 407 599 430 (') 0 0 2035 0 0 0 369 702 407 (1) ( ' 0 2040 0 0 0 348 807 401 (') 0 0 2045 0 0 0 341, 885 408 r ) 0 0 2050 0 ( ) 0 340 .968 419 (J 0 0 2055 0 ( ) 0 337 1.058 428 ( ; 0 0 2060 0 < ) 0 334 1.172 439 • (̂) 0 0 2065 0 0 0 334 1.286 453 ( J 0 2070 (') C) C) 338 1,390 471 (') (') C) 
Trust lund is esti­

mated to be 
exhausted in: 2031 2015 2029 e) (=) 2020 2005 2016 

' The trust lund is estimated to have been exhausted by the beginning ol this year. The last line ol the 
table shows the specific year ol trust lund exhaustion. 
^ The lund Is not estimated to be exhausted within the projection period. 

Note: See Glossary for definition ol Irusl lund ratio. The combined ratios shown lor years alter either Ihe 
OASI or the DI lund is estimated lo be exhausted are theoretical and are shown lor inlormalional pur­
poses only. 
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A graphic illustration of the trust fund ratios for the combined trust 
funds is shown in figure II.F6 for each of the alternative sets of 
assumptions. 

Figure II.F6.—Estimated Trust Fund Ratios, for OASI and DI Trust Funds Combined, 
Calendar Years 1985-2070 
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g. Reasons for Change in Actuarial Balance From Last Report 

Reasons for changes from last year's report to this report in the long-
range actuarial balance under the intermediate assumptions are 
itemized in table 1I.F21. Also shown are the estimated effects associ­
ated with each reason for change. 

Table II.F21.—Change In Actuarial Balance Over the Next 75 Years Based on 
Intermediate Assumptions by Trust Fund and Reason for Change 

(As a percenlage ol laxable payroll] 

Item OASI DI Combined 

Shown in last year's report: 
Income rate 11.43 1.84 13.27 
CosI rate 13.29 2.15 15.44 
Actuarial balance -1.87 - .31 -2.17 
Changes in actuarial balance due to changes in: 

Legislation +.01 +02 +.03 
Valuation period -.07 -.01 -.08 
Demographic assumptions - 03 .01 -.03 
Economic assumptions -.03 - 01 - 04 
Disability assumptions .00 -.03 - 03 
Methods +.14 .00 +.14 

Total change in actuarial balance +.01 -.03 -.02 
Shown in this report: 
Actuarial balance -1 85 - 34 -2 19 
Income rate 11.47 1.85 13.33 
Cost rate 13.33 220 15.52 

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

Legislation enacted since last year's report (see section II.A) is esti­
mated to increase the long-range OASDI actuarial balance. The 
Senior Citizens' Right to Work Act of 1996 (Title 1 of Pubhc Law 
104-121) made several changes affecting OASDI benefits, including 
an increase in the retirement earnings test exempt amount for per­
sons between their normal retirement age and age 70. Three provi­
sions of this Act resulted in significant changes in the OASDI 
actuarial balance. Disability benefits wil l no longer be payable to per­
sons found unable to work solely because of drug addiction or alcohol 
dependency. Additional funding will be provided through 2002 for 
periodic continuing disabihty reviews of disabled beneficiaries who 
were earlier found to have impairments that are not permanent. Ben­
efits for a stepchild wil l be terminated i f the stepparent, upon whose 
earnings record benefits are based, divorces the natural parent. 

In changing from the valuation period of last year's report, which was 
1995-2069, to the valuation period of this report, 1996-2070, the rela­
tively large negative annual balance for the year 2070 is included. 
This results in a decrease in the long-range actuarial balance. (Note 
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that the positive balance for 1995 is, in effect, retained because the 
funds accumulated during the year are included in the income rate 
and the actuarial balance for this year's report.) 

Several demographic assumptions were modified: (1) the starting pop­
ulation was updated to reflect revised postcensal estimates (1990 
through 1994) by the Bureau of the Census, which showed fewer peo­
ple at working ages than did earlier estimates; (2) projected mortality 
rates were decreased, reflecting the latest data, which were, on bal­
ance, lower than expected for 1992 through 1994; (3) the ultimate 
rates of improvement in mortality for persons under age 65 were 
increased relative to the rates of improvement for older persons, con­
sistent with long-term historical data; (4) projected fertility rates were 
decreased slightly through 2005, consistent with recent data that 
shows lower birth rates than did earlier estimates; (5) projected mar­
riage and divorce rates were lowered, based on recent data; and (6) 
net legal immigration was decreased by 50,000 per year and net 
other-than-legal immigration was increased by 50,000 per year based 
on recent analysis by the Immigration and Naturalization Service. 
These modifications result in a net decrease in the long-range actuar­
ial balance. 

Ultimate economic assumptions were not changed for this report. 
However, revised short-range economic assumptions, including 
reduced revenue from payroll taxes based on revised earnings data for 
recent years, resulted in a reduction in the long-range actuarial bal­
ance. 

Disability incidence rates were lowered throughout the 75-year pro­
jection period to reflect the exclusion of persons unable to work due to 
drug addiction or alcohol dependence, and recovery termination rates 
were increased within the first 25-year subi)eriod to reflect the 
increased funding provided for periodic continuing disability reviews; 
the effects of these changes are reflected under legislation, as they are 
based on provisions of Public Law 104-121. Additional changes in dis­
ability rates include (1) slightly lower ultimate incidence rates for 
males find higher incidence rates for females, consistent with recent 
data; and (2) lower death termination rates for disabled workers, in 
relation to general population death rates, consistent with recent 
data. These modifications result in a reduction in the long-range actu­
arial balance for the DI program. 

Several significant improvements and updates were made in the 
methods used to project the cost and income of the OASDI program. 
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The method used for projecting the number of dually entitled benefi­
ciaries (those receiving both a retired or disabled worker benefit, and 
a residual spouse or survivor benefit) was changed to better reflect the 
projected population by marital status. This change significantly 
increased the long-range actuarial balance for the OASI program. The 
rate of change in benefits for female retired workers, after first becom­
ing entitled, was increased, reflecting recent data. Benefits tend to 
increase after entitlement faster than suggested by the cost-of-living 
adjustment because of increments based on benefit withholding for 
earnings, and because individuals with higher benefits tend to have 
slightly lower death rates. This change resulted in a small reduction 
in the OASDI actuarial balance. Updated sample data for benefits 
awarded in 1994 were used as the starting point for projecting the 
level of average benefits for future beneficiaries. The increase in aver­
age benefit levels from the previous sam[)le, for 1993 awards, to the 
new sample was slightly higher than had been previously projected, 
resulting in a small reduction in the OASDI actuarial balance. An 
error that resulted in an understatement of the estimated amount of 
revenue from taxation of benefits in the 1995 report was corrected, 
resulting in a small increase in the actuarial balance. 

The cost of the OASDI program has been discussed in this section in 
relation to taxable payroll, which is a program-related concept that is 
very useful in analyzing the financial status of the OASDI jjrogram. 
The cost can also be discussed in relation to broader economic con­
cepts, such as the gross domestic product (GDP). OASDI outlays gen­
erally rise from a little less than 5 percent of GDP currently to about 
6.6 percent of GDP by the end of the 75-year projection period under 
alternative I I . Discussion of both the cost and the taxable payroll of 
the OASDI program in relation to GDP is [jresented in a|)iDendix C. 
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G. LONG-RANGE SENSITTVITY ANALYSIS 

This section presents estimates which illustrate the sensitivity of the 
long-range actuarial balance of the OASDI program to changes in 
selected individual assumptions. The estimates based on the three 
alternative sets of assumptions (see sections II.D and II.F2) illustrate 
the effects of varying all of the principal assumptions simultaneously 
in order to portray a generally-more optimistic or pessimistic future, 
in terms of the financial status of the OASDI program. In the sensitiv­
ity analysis presented in this section, the intermediate alternative I I 
is used as the reference point, and one assumption at a time is varied 
within that alternative. Similar variations in the selected assump­
tions within the other alternatives would result in similar relative 
variations in the long-range estimates. 

Each table that follows shows the effects of changing a particular 
assumption on the OASDI summarized income rates, summarized 
cost rates, and actuarial balances (as defined earlier in this report) for 
25-year, 50-year, and 75-year valuation periods. Because the income 
rate varies only slightly with changes in assumptions, i t is not consid­
ered in the discussion of the tables. The change in each of the actuar­
ial balances is a])proximately equal to the change in the 
corresponding cost rate, but in the opposite direction. 

1. Total Fertility Rate 

Table I I .Gl shows the estimated OASDI income rates, cost rates, and 
actuarial balances, on the basis of alternative I I with various assump­
tions about the ultimate total fertility rate. These assumptions are 
that the ultimate total fertility rate will be 1.6 children per woman (as 
assumed for alternative III) , 1.9 (as assumed for alternative II), and 
2.2 (as assumed for alternative I). The rate is assumed to change 
gradually from its current level and to reach the various ultimate val­
ues in 2020. 
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Table I I .Gl.—Estimated OASDI Income Rates, Cost Rates, and Actuarial Balances, 
B a s e d on Intermediate Estimates With Various Fertility Assumptions 

(As a percenlage ol taxable payroll] 

Ultimate total lertilily rale^ 
Valuation period 1_6 1_9 22_ 

Summarized income rate: 
25-year: 1996-2020 13.54 1 3.54 13.54 
50-year: 1996-2045 13 36 13.35 13 34 
75-year: 1996-2070 13.36 13.33 13.30 

Summarized cost rate: 
25-year: 1996-2020 13.14 13.18 13 21 
50-year: 1996-2045 14.86 14.74 14.63 
75-year: 1996-2070 16.02 1552 15.05 

Balance: 
25-year: 1996-2020 +40 +.36 +.33 
50-year: 1996-2045 -1.50 -1 39 -1.29 
75-year: 1996^2070 -2.66 -2.19 •I.76 

' The total lertility rate lor any year is Ihe average number ol children who would be bom lo a woman in 
her liletime 11 she were to experience Ihe birth rales by age observed in. or assumed lor. Ihe selected 
year, and il she were lo survive Ihe entire childbearing period The ultimate total lertilily rale is assumed 
to be reached in 2020 

For the 25-year period, the cost rate for the three fertility assump­
tions varies by only about 0.07 percent of taxable payroll. In contrast, 
the 75-year cost rate varies over a wide range, decreasing from 16.02 
to 15.05 percent, as the assumed ultimate total fertility rate increases 
from 1.6 to 2.2. Similarly, while the 25-year actuarial balance varies 
by only 0.07 percent of taxable payroll, the 75-year actuarial balance 
varies over a much wider range, from -2.66 to -1.76 percent. 

During the 25-year period, the very slight effect of changes in fertility 
on the working population is more than offset by increases in the 
number of child beneficiaries. Hence, the program cost slightly 
increases with higher fertility. For the 75-year long-range period, 
however, changes in fertility have a relatively greater impact on the 
labor force than on the beneficiary population. As a result, an increase 
in fertility significantly reduces the cost rate. Each increase of 0.1 in 
the ultimate total fertility rate increases the long-range actuarial bal­
ance by about 0.15 percent of tttxable payroll. 

2. Death Rates 

Table II.G2 shows the estimated OASDI income rates, cost rates, and 
actuarial balances, on the basis of alternative I I with various assump­
tions about future reductions in death rates. The analysis was devel­
oped by varying the percentage decrease assumed to occur during 
1995-2070 in the death rates by age, sex, and cause of death. The 
decreases assumed for this period, summarized as changes in the age-
sex-adjusted death rate, are about 16 percent (as assumed for alterna-
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tive I), 36 ()ercent (as assumed for alternative II), and 55 percent (as 
assumed for alternative I I I ) . It should be noted that these reductions 
do not ap]3ly uniformly to all ages, as some variation by age was 
assumed (see section I I .HI) consistent with the objective of selecting 
assumptions for alternatives I and I I I that are relatively more ojDti-
mistic and more [pessimistic, respectively, in terms of the financing of 
the OASDI program. 

Table II.G2.—Estimated OASDI Income Rates, Cost Rates, and Actuarial Balances, 
Based on Intermediate Estimates With Various Death-Rate Assumptions 

|As a percenlage ol laxable payroll] 

Reduction in death rales 

Valu;ilion period lOpercenl 36 percenl 55 perceni 

Summarized income rale: 
25-year: 1996-2020 13.53 13.54 13.55 
50-year: 1996-204 5 13.33 13.35 13 37 
75-year: 1996-2070 13.30 13.33 13.37 

SLimmarizecl cost rate: 
25-year: 1996-2020 12.95 13.10 13.-10 
50-year: 199 6-2045 . . 14.23 M.74 15.20 
75-year: 1996-2070 14 77 15.52 15 37 

Balance: 
25-year 1996-2020 + 59 + 36 +.15 
50-year: 1996-2045 -.90 -1.39 -1.89 
75-year: 1996-2070 -1 48 -2.19 -3.00 

' The measure ol the reduction in death rates is Ihe decrease in the age-sex-adjusted death rate during 
1995-2070. 

The variation in cost for the 25-year ])eriod is less ]:)ronounced than 
the variation for the 75-year (period because the decreases in death 
rates are assumed to occur gradually. The 25-year cost rate increases 
from 12.95 percent (for 16-[3ercent lower ultimate death rates) to 
13.40 (Percent (for 55-[)ercent lower ultimate rates). The 75-year cost 
rate increases from 14.77 to 16.37 percent. The actuarial balance 
decreases from -1-0.59 to -1-0.15 percent for the 25-year period, and from 
-1.48 to -3.00 percent for the 75-year period. 

Lower death rates cause both the income (as well as taxable (Payroll) 
and the outgo of the OASDI program to be higher than they would 
otherwise be. The relative increase in outgo, however, exceeds the rel­
ative increase in taxable payroll. For any g-iven year, reductions in the 
death rates for people who have attained the retirement eligibility age 
of 62 (people whose death rates are the highest) increase the number 
of retired-worker beneficiaries land, therefore, the amount of retire­
ment benefits paid) without adding significantly to the number ofcov-
ered workers (and, therefore, to the taxable payroll). Although 
reductions for [people aged 50 to retirement eligibility age do result in 
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significant increases to the taxable payroll, those increases are not 
large enough to offset the sum of the additional retirement benefits 
mentioned above and the disability benefits paid to additional benefi­
ciaries in this pre-retirement age group. At ages under 50, death rates 
are so low that even substantial reductions would not result in signifi­
cant increases in the numbers of covered workers or beneficiaries. 
Consequently, i f death rates for all ages are lowered by about the 
same relative amount, outgo increases at a rate greater than the rate 
of growth in payroll, thereby resulting in higher cost rates. Each addi­
tional 10-percentage-point reduction in the age-sex-adjusted death 
rate assumed to occur in 1995-2070, relative to the 36-percent reduc­
tion assumed for alternative I I , decreases the long-range actuarial 
balance by about 0.39 percent of taxable payroll. 

3. Net Immigration 

Table II.G3 shows the estimated OASDI income rates, cost rates, and 
actuarial balances, under alternative I I with various assum(Ptions 
about the magnitude of net immigration. These assumptions are that 
the annual net immigration wil l be 750,000 persons (as assumed for 
alternative 111), 900,000 persons (as assumed for alternative II), and 
1,150,000 persons (as assumed for alternative I). 

Table II.G3.—Estimated OASDI Income Rates, Cost Rates, and Actuarial Balances, 
Based on Intermediate Estimates With Various Net-Immigration Assumptions 

(As a percenlage ol laxable payroll] 

Net immigration per year 

Valuation period 750,000 900.000 1.150.000 

13.55 13.54 13.53 
13.36 13.35 13.34 
13.34 13.33 13.32 

13.23 13.18 13 11 
14.83 14.74 14 62 
15.63 15.52 15.38 

+ .32 + .36 + .42 
-1 47 -1.39 -1.28 
-2.29 -2.19 -2.06 

Summarized income rate: 
25-year: 1996-2020 . . 
50-year: 1996-2045 . . 
75-year: 1996-2070 . . 

Summarized cost rate: 
25-year: 1996-2020 . 
50-year: 1996-2045 . . 
75-year: 1996-2070 . . 

Balance: 
25-year: 1996-2020 . . 
50-year: 1996-2045 . . 
75-year: 1996-2070 . . 

For all three periods, the cost rate decreases with increasing rates of 
net immigration. For the 25-year period, the cost rate decreases from 
13.23 percent of taxable payroll (for annual net immigration of 
750,000 persons) to 13.11 percent (for annual net immigration of 
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1,150,000 persons). For the 50-year period, it decreases from 14.83 
percent to 14.62 percent, and for the 75-year period, i t decreases from 
15.63 percent to 15.38 percent. The actuarial balance increases from 
-fO.32 to -1-0.42 percent for the 25-year period, from -1.47 to -1.28 for 
the 50-year period, and from -2.29 to -2.06 percent for the 75-year 
period. 

The cost rate decreases with increasing rates of net immigration 
because immigration occurs at relatively young ages, thereby increas­
ing the numbers of covered workers earlier than the numbers of bene­
ficiaries. Each additional group of 100,000 immigrants relative to the 
900,000 net immigration assumed for alternative I I , increases the 
long-range actuarial balance by about 0.06 percent of taxable (payroll. 

4. Real-Wage Differential 

Table II.G4 shows the estimated OASDI income rates, cost rates, and 
actuarial balances, on the basis of alternative I I with various assump­
tions about the real-wage differential. These assumptions are that the 
ultimate real-wage differential will be 0.5 percentage point (as 
assumed for alternative II I ) , 1.0 percentage point (as assumed for 
alternative II) , and 1.5 percentage points (as assumed for alternative 
I). In each case, the ultimate annual increase in the CPI is assumed to 
be 4.0 percent (as assumed for alternative II), yielding ultimate per­
centage increases in average annual wages in covered employment of 
4.5, 5.0, and 5.5 percent under alternatives I I I , I I , and I , respectively. 

For the 25-year period, the cost rate decreases from 13.58 percent (for 
a real-wage differential of 0.5 percentage point) to 12.78 percent (for a 
differential of 1.5 percentage points). For the 50-year period, i t 
decreases from 15.32 to 14.17 percent, and for the 75-year period i t 
decreases from 16.14 to 14.90 percent. The actuarial balance 
increases from -fO.Ol to -1-0.71 percent for the 25-year period, from 
-1.91 to -0.87 for the 50-year (period, and from -2.75 to -1.63 percent 
for the 75-year period. 

136 



Sensitivity Analysis 

Table II.G4.—Estimated OASDI Income Rates, Cost Rates, and Actuarial Balances, 
Based on Intermediate Estimates With Various Real-Wage Assumptions 

(As a percentage ol taxable payroll] 

UHimale percentage increase in wages-CP^ 

Valuation period 4.5-4.0 5.0-4 0 5 5-4 0 

Summarized income rate: 
25-^ear: 1996^2020 13.59 13 54 13 49 
50-year: 1996-2045 1341 1335 13.29 
75-year: 1996^2070 1340 13.33 13.26 

Summarized cost rale 
25^year: 1996^2020 13 58 13.18 12.78 
50-year: 1996-2045 1532 14.74 14.17 
75-year: 1996^2070 16.14 15.52 14 90 

Balance: 
25-year: 1996-2020 +.01 +.36 +.71 
50-year: 1996^2045 -1.91 -1.39 -.87 
75-year: 1996-2070 ;2J5 ;2_19 •I.63 

' The first value In each pair Is Ihe assumed ultimate annual percentage increase in average wages in 
covered employment. The second value is the assumed ultimate annual percenlage increase in Ihe Con­
sumer Price Index. The dillerence between Ihe two values is Ihe real-wage dilterenlial. 

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

5. Consumer Price Index 

Table II.G5 shows the estimated OASDI income rates, cost rates, and 
actuarial balances, on the basis of alternative II with various assump­
tions about the rate of increase for the Consumer Price Index (CPI). 
These assumptions are that the ultimate annual increase in the CPI 
will be 3.0 percent (as assumed for alternative 1), 4.0 percent (as 
assumed for alternative II), and 5.0 percent (as assumed for alterna­
tive III). In each case, the ultimate real-wage differential is assumed 
to be 1.0 percentage point (as assumed for alternative II), yielding 
ultimate percentage increases in average annual wages in covered 
employment of 4.0, 5.0, and 6.0 percent under alternatives I , I I , and 
I I I , respectively. 
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Table II.G5.—Estimated OASDI Income Rates, Cost Rates, and Actuarial Balances, 

Based on Intermediate Estimates With Various CPI-lncrease Assumptions 
[As a percenlage ol taxable payroll] 

Ultimate percenlage increase in wages-CPI' 
Valualion penod 4.0-3.0 5.0-4.0 6.0-5.0 

Summarized income rate: 
25-year: 1996-2 020 13 56 1 3.54 1 3.52 
50-year: 1996-2045 13.37 13.35 13.33 
75-year: 1996-2070 13.35 13.33 13.31 

Summanzed cost rate: 
25-year: 1996-2020 13.32 13.18 13.03 
50-year: 1996-2045 14.95 14.74 14 54 
75-year: 1996-2070 15.76 15.52 15 29 

Balance: 
25-year: 1996-2020 +.23 +.36 +.49 
50-year: 1996-2045 -1.58 -1.39 -1.20 
75-year: 1996-2070 -2.41 -2.19 -1.98 

' The lirsi value in each pair is Ihe assumed ultimate annual percenlage increase in average wages in 
covered employment. The second value is Ihe assumed ultimate annual percentage increase in the Con­
sumer Price Index. 

For all three periods, the cost rate decreases with greater assumed 
rates of increase in the CPI. For the 25-year period, the cost rate 
decreases from 13.32 (for CPI increases of 3.0 percent) to 13.03 per­
cent (for CPI increases of 5.0 percent). For the 50-year jperiod, it 
decreases from 14.95 to 14.54 percent, and for the 75-year period, i t 
decreases from 15.76 to 15.29 percent. The actuarial balance 
increases from -1-0.23 to -i-0,49 percent for the 25-year period, from 
-1.58 to -1.20 for the 50-year period, and from -2.41 to -1.98 percent 
for the 75-year period. 

The patterns described above result primarily from the time lag 
between the effects of the CPI changes on taxable payroll and on ben­
efit payments. When assuming a greater rate of increase in the CPI 
(in conjunction with a constant real-wage differential), the effect on 
taxable payroll of the implied greater rate of increase in average 
wages is experienced immediately, while the effect on benefits of the 
greater rate of increase in the CPI is exjperienced with a lag of about 1 
year. In addition, the effect on benefits of the greater rate of increase 
in average wages is experienced no sooner than 2 years later. Thus, 
the higher taxable payrolls have a stronger effect than the higher ben­
efits, thereby resulting in lower cost rates, The effect of each 1.0-per­
centage-point increase in the rate of change assumed for the CPI is an 
increase in the long-range actuarial balance of about 0.22 percent of 
taxable (Payroll. 
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6. Real Interest Rate 

Table II.G6 shows the estimated OASDI income rates, cost rates, and 
actuarial balances, on the basis of alternative II with various assump­
tions about the annual real interest rate for special public-debt obliga­
tions issuable to the trust funds, which are compounded 
semiannually. These assumptions are that the ultimate annual real 
interest rate will be 1.5 percent (as assumed for alternative III), 2.3 
percent (as assumed for alternative II), and 3.0 percent (as assumed 
for alternative I). In each case, the ultimate annual increase in the 
CPI is assumed to be 4.0 percent (as assumed for alternative II), 
resulting in ultimate annual yields of 5,6, 6.4, and 7.1 percent under 
alternatives I I I , I I , and 1, respectively. 

Table II.G6.—Estimated OASDI Income Rates, Cost Rates, and Actuarial Balances, 
Based on Intermediate Estimates With Various Real-Interest Assumptions 

[As a percentage ol taxable payroll| 

Ultimate annual real interest rale 
Valualion period 1.5 percenl 2.3 percent 3.0 percent 

Summarized income rate: 
25-year: 1996-2020 13.49 13.54 13.58 
50-year: 1996-2045 13.31 13.35 13.39 
75-year: 1996-2070 13.29 13 33 13.37 

Summarized cost rate: 
25-year: 1996-2020 13.28 13.18 13 10 
50-year: 1996-2045 15.04 14.74 14 49 
75-year: 1996-2070 15.97 1552 15 15 

Balance: 
25-year: 1996^2020 -1̂ .22 + 36 +.48 
50^year: 1996^2045 -1-73 -1.39 -1 10 
75-year: 1996-2070 :2;68 -2.19 -1 78 

For the 25-year period, the cost rate decreases slightly with increas­
ing real interest rates from 13.28 percent (for an ultimate real inter­
est rate of 1.5 percent) to 13.10 percent (for an ultimate real interest 
rate of 3.0 percent). For the 50-year period, it decreases from 15.04 to 
14.49 percent, and for the 75-year period, it decreases from 15.97 to 
15.15 percent. The actuarial balance increases from -1-0.22 to -1-0.48 
percent for the 25-year period, from -1.73 to -1.10 percent for the 50-
year period, and from -2.68 to -1.78 percent for the 75-year period. 
Each 0.5-percentage-point increase in the assumed real interest rate 
increases the long-range actuarial balance by about 0.30 percent of 
taxable payroll. 
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7. Disability Incidence Rates 

Table II.G7 shows the estimated OASDI income rates, cost rates, and 
actuarial balances, on the basis of alternative II with various assump­
tions concerning future disability incidence rates. For all three alter­
natives, incidence rates by age and sex are assumed to vary during 
the early years of the projection period before attaining ultimate lev­
els in 2010. The ultimate levels attained vary by sex. In comparison to 
the corresponding annual rates experienced during the base period 
1984-86, the ultimate rates for men are higher by about 2 percent for 
alternative I, 25 percent for alternative II, and 53 percent for alterna­
tive III. For women they are higher by about 20 percent for alterna­
tive I, 47 percent for alternative II, and 79 percent for alternative III. 

Table II.G7.—Estimated OASDI Income Rates, Cost Rates, and Actuarial Balances, 
Based on Intermediate Estimates With Various Disability Incidence Assumptions 

(As a percenlage ol laxable payroll( 

Disability incidence rates 
based on alternative— 

Valualion period I M lll_ 

Summarized income rale: 
25-year: 1996-2020 13.54 1 3.54 13.54 
50-year: 1996-2045 13.35 1 3.35 13.35 
75-year: 1996-2070 13.33 13.33 13.33 

Summarized cost rale: 
25-year: 1996-2020 1298 13.18 13.39 
50-year: 1996-2045 14.48 14.74 15.03 
75-year: 1996-2070 15.24 15.52 15.84 

B3l3nC6 
25-year: 1996-2020 + 56 +.36 +.15 
50-year: 1996-2045 -1 13 -1.39 -1.68 
75-year 1996-2070 -1 92 -2.19 -2.51 

For the 25-year period, the cost rate increases with increasing disabil­
ity incidence rates from 12.98 percent (for the relatively low rates 
assumed for alternative I) to 13.39 percent (for the relatively high 
rates assumed for alternative III ) . For the 50-year period, i t increases 
from 14.48 to 15.03 percent, and for the 75-year period, i t increases 
from 15.24 to 15.84 (percent. The actuarial balance decreases from 
-1-0.56 to -1-0.15 percent for the 25-year period, from -1.13 to -1.68 per­
cent for the 50-year period, and from -1.92 to -2.51 percent for the 75-
year jperiod. 
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8. Disabi l i ty Terminat ion Rates 

Table II.G8 shows the estimated OASDI income rates, cost rates, and 
actuarial balances, on the basis of alternative I I with various assump­
tions about future disability termination rates. 

For alternative I I , death-termination rates by age and sex are 
assumed to decline until they reach levels by the end of the 75-year 
period that, in comparison to the corresponding annual rates experi­
enced during the base period 1977-80, are lower by about 43 percent 
for men and 36 percent for women. For the other alternatives, the 
rates are assumed to spread gradually from the rates for alternative 
I I . By the end of the projection period, for men the rates are 27 per­
cent lower for alternative 1 and 59 percent lower for alternative I I I , 
and for women they are 16 percent lower for alternative 1 and 55 per­
cent lower for alternative 111. 

For alternative I I , ultimate recovery-termination rates by age and sex 
are assumed to be attained in 2010; such rates are assumed to be 
about 50 percent lower than those experienced in the base period, 
1977-80. For the other alternatives, the rates are assumed to spread 
gradually from the rates for alternative 11; from that year until the 
end of the projection period the rates under alternative 1 and 111 are 
20 percent higher and lower, respectively, than the rates for alterna­
tive I I . 

Table II.G8.—Estimated OASDI Income Rates, Cost Rates, and Actuarial Balances, 
B a s e d on Intermediate Estimates With Various Disability Termination Assumptions 

[As a percenlage ol laxable payroll] 

Disability tennination rates 
based on alternative— 

Valuation period I ll m 

Summarized income rale: 
25-year: 1996-2020 13.54 13.54 13.54 
50-year: 1996-2045 13.35 13.35 13 35 
75-year: 1996-2070 13.33 1333 13.33 

Summarized cost rale: 
25-year: 1996-2020 13.14 13.18 13.21 
50-year: 1996-2045 14.68 14.74 14 79 
75-year: 1996-2070 1546 15.52 1559 

Balance: 
25-year: 1996-2020 +.40 +.36 + 33 
50-year: 1996-2045 -1.33 -1.39 -1.44 
75-year: 1996-2070 -2.13 -2.19 -2.26 

For the 25-year period, the cost rate increases with decreasing disabil­
ity termination rates from 13.14 percent (for the relatively high rates 
assumed for alternative I) to 13.21 percent (for the relatively low 
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rates assumed for alternative III) . For the 50-year period, it increases 
from 14.68 to 14.79 percent, and for the 75-year period, it increases 
from 15.46 to 15.59 percent. The actuarial balance decreases from 
-1-0.40 to -1-0.33 percent for the 25-year period, from -1.33 to -1.44 per­
cent for the 50-year period, and from -2.13 to -2.26 percent for the 75-
year period. 
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H. ASSUMPTIONS AND METHODS UNDERLYING THE 
ACTUARIAL ESTIMATES 

This section, describes the assumptions and methods which underlie 
the actuarial estimates in this report. Unless specifically stated other­
wise, the assumptions and methods were used for each of the three 
alternatives and for both the short-range and long-range periods. 
Some of the principal economic and demographic assumptions which 
vary by alternative are summarized in section II.D. Further details 
about the assumptions, methods, and actuarial estimates are con­
tained in Actuarial Studies published by the Office of the Actuary, 
Social Security Administration, which.are available upon request.^ 

1. Total Population 

Projections were made of the population in the Social Security Area 
by age, sex, and marital status as of January 1 of each year 1995 
through 2080. The starting Social Security Area population for Janu­
ary 1, 1994 was developed from the estimated United States popula­
tion, including armed forces overseas, based on data from the Bureau 
of the Census, adjusted for net census undercount and increased for 
other U.S. citizens living abroad and for populations in the geographic 
areas covered by the OASDI program but not included in the U.S. 
population. This starting population was then projected using 
assumed rates of birth, death, marriage, and divorce and assumed 
levels of migration. 

Historically, fertihty rates in the United States have fluctuated 
widely. The total fertility rate is defined to be the average number of 
children that would be born to a woman in her lifetime i f she were to 
experience the birth rates by age observed in, or assumed for, the 
selected year, and i f she were to survive the entire child-bearing 
period. The total fertility rate decreased from 3.3 children per woman 
after World War I to 2.1 during the Great Depression, rose to 3.7 in 
1957, and then fell to 1.7 in 1976. After 1976, the total fertility rate 
began to rise again, reaching a level of 2.07 for 1991. Since then, it 
has declined slightly to a level currently estimated at 2.04 for 1993 
and 1994. 

To obtain copies ol this report or studies published by Ihe Office ol Ihe Actuary write lo: Ollice ol Ihe 
Actuary. Social Security Administration. Suite 700 Allmeyer Building. 6401 Security Boulevard. Baltimore. 
Maryland 21235: or call (410)965-3015. 
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These variations in fertility rates have resulted from changes in many 
factors, including social attitudes, economic conditions, and the use of 
birth-control methods. Future fertility rates may be expected to 
remain close to recent levels. The recent historical and projected 
trends in certain population characteristics are consistent with a con­
tinued relatively low fertility rate. These trends include the rising 
percentages of women who have never married, of women who are 
divorced, and of young women who are in the labor force. Based on 
consideration of these factors, ultimate total fertility rates of 2.2, 1.9, 
and 1.6 children per woman were selected for alternatives 1, I I , and 
I I I , respectively. For each alternative, the total fertility rate is 
assumed to reach its ultimate level in 2020. A rate of 2.1 would ult i­
mately result in a nearly constant population i f net immigration were 
zero and if death rates were constant. 

Historically, death rates in the United States have declined fairly 
steadily. Historical rates used in preparing this report were calculated 
using data from the National Center for Health Statistics (NCHS) 
that are final for 1900-91 (by cause of death starting in 1968) and pro­
visional for 1992 through 1994. For ages 65 and over. Medicare final 
data for years 1968 through 1993, and provisional data for 1994 were 
used. The age-sex-adjusted death rate—which is calculated here as 
the crude rate that would occur in the enumerated total population as 
of April 1, 1980, i f that population were to experience the death rates 
by age and sex for the selected year—declined at an average rate of 
1.2 percent per year between 1900 and 1993. Between 1968 and 1991, 
the period for which death rates are available by cause, the age-sex 
adjusted death rate (for all causes combined) declined at an average 
rate of 1.4 percent per year. However, since 1982, age-sex adjusted 
death rates have declined more slowly, at average rates of 0.7 percent 
both between 1982 and 1991, and between 1982 and 1993. 

Reductions in death rates have resulted from many factors, including 
increased medical knowledge and availability of health-care services, 
and improvements in personal health-care practices such as diet and 
exercise. Based on consideration of the expected rate of future 
progress in these and other areas, three alternative sets of ultimate 
annual percentage reductions in central death rates by age, sex, and 
cause of death were selected for 2020 and later. The intermediate set, 
which is used for alternative I I , is considered to be the most likely to 
occur. Except for those causes of death which primarily affect children 
and people of working age, the average annual percentage reductions 
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used for alternative I are smaller than those for alternative I I , while 
those used for alternative I I I are greater. 

Between 1993 and 2020, the reductions in central death rates for 
alternative 11 are assumed to change gradually from the average 
annual reductions by age, sex, and cause of death observed between 
1968 and 1991, to the ultimate annual percentage reductions by age, 
sex, and cause of death assumed for 2020 and later. Alternative 1 
reductions are assumed to change gradually from 50 percent of the 
average annual reductions observed between 1968 and 1991, while 
alternative I I I reductions are assumed to change gradually from 150 
percent of the average annual reductions observed between 1968 and 
1991. 

After adjustment for changes in the age-sex distribution of the popu­
lation, the resulting death rates were projected to decline at an aver­
age annual rate of about 0.2 percent, 0.6 percent, and 1.1 percent 
between 1994 and 2070 for alternatives I , I I , and I I I , respectively. 

For calendar years 1994 and 1995, the net legal immigration is esti­
mated to be 600,000 and 565,000 persons per year, respectively. In 
addition, for these years the net other-than-legal immigration is e.sti-
mated to be 300,000 persons per year. The Immigration and Natural­
ization Service (INS) is currently in the process of revising its 
estimates of net illegal immigration based on (1) information provided 
by persons legalized under the Immigration Reform and Control Act 
of 1986, (2) counts of unauthorized immigrants in census surveys, (3) 
the number of overstays of legally admitted persons, and (4) other 
INS statistics. Based on information provided by the INS, assumed 
annual rates of net other-than-legal immigration have been increased 
by 50,000 per year in this report. The Bureau of the Census also is 
increasing its estimates. 

The Immigration Act of 1990 increased substantially the number of 
legal immigrants permitted starting in 1992. For calendar year 1996, 
net immigration is assumed to be 1,110,000, 875,000, and 700,000 
persons per year for alternatives I , I I , and I I I , respectively. Of these 
net numbers of immigrants, 660,000, 575,000, and 500,000, respec­
tively, are assumed to be legal, and the remainders are assumed to be 
other-than-legal. Based on changes in immigration categories and 
limits specified in the 1990 legislation, the estimated level of net legal 
immigration varies for years through 2000, reaching an assumed ulti­
mate level for 2001 and later. Net immigration for 1997 through 1999 
is assumed to be 1,125,000, 885,000, and 725,000 persons per year for 
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alternatives I , I I , and I I I , respectively. Of these net numbers of immi­
grants, 675,000, 585,000, and 525,000, respectively, are assumed to be 
legal, and the remainders are assumed to be other-than-legal. Net 
immigration for 2000 and later is assumed to be 1,150,000, 900,000, 
and 750,000 persons per year for alternatives I , I I , and I I I , respec­
tively Of these net numbers of immigrants, 700,000, 600,000, and 
550,000, respectively, are assumed to be legal, and the remainders are 
assumed to be other-than-legal. 

Table I I . H I shows the (projected population as of July 1 by broad age 
group, for the three alternatives. Also shown are tabulated aged 
dependency ratios (see table footnotes for definitions). Because eligi­
bility for many types of OASDI benefits dejpends on marital status, 
the population was projected by marital status, as well as by age and 
sex. Marriage and divorce rates were based on recent data from the 
National Center for Health Statistics (NCHS). 

Table II.HI.—Social Security Area Population as of July 1 and Dependency Ratios, 
by Alternative and Broad Age Group, Calendar Years 1950-2070 

Calendar year 
Histoncal data: 

1950 
1960 
1965 
1970 
1975 
1980 
1985 
1990 
1995 

Intermediate 
2000 
2005 
2010 
2015 
2020 
2025 
2030 
2035 
2040 
2045 
2050 
2055 
2060 
2005 
2070 

Population (in thousands) Dependency ratio 

65 and 
Under 20 20-64 over Tolal Aged' Tolal^ 

53.895 92,739 12,752 159.386 0 138 0.719 
72.989 99,842 17.250 190.081 .173 .904 
80.124 104,826 19,092 204.041 .182 .946 
80.072 113.184 20.920 214,776 .185 .898 
78,430 122,852 23.265 224,547 .189 .828 
74,561 134,420 26.148 235.129 .195 749 
73,226 144,862 29.059 247.147 .201 .706 
75,114 152.882 31.974 259.970 .209 .700 
78.996 159.769 34,207 272.972 .214 .709 

81.411 168.106 35.371 284,887 .210 .695 
81.846 177.346 36.724 295.916 .207 .669 
81,560 185,393 39.680 306.633 .214 .654 
81.109 190.470 45,532 317.112 .239 .665 
81.719 192.289 52,805 326.812 275 .700 
82.519 191.705 61.093 335,317 .319 .749 
82.927 191.502 67.989 342.417 .355 .788 
82.887 193.757 71.477 348.120 .369 797 
82.909 197.166 72.563 352.639 .368 789 
83.183 200,040 73,075 356.298 .365 .781 
83.591 201.295 74,568 359.454 .370 .786 
83.962 201.649 76.847 362.458 .381 .797 
84.209 201.598 79,731 365,538 .395 .813 
84.391 202.540 81.770 368,701 .404 .820 
84,738 204.200 83.373 372.312 .408 823 
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Table II .HI.—Social Security Area Population as of July 1 and Dependency Ratios, 
by Alternative and Broad Age Group, Calendar Years 1950-2070 (Cont) 

Population (in thousands) Dependency ratio 

65 and 
Calendar year Under 20 20-64 over Tolal Aged' Tolal^ 

Low Cost 
2000 82.244 169.124 35.205 286,573 0.208 0 694 
2005 84,036 179,257 36,188 299,480 .202 .671 
2010 85,726 188,131 38,676 312,533 .206 .661 
2015 87,942 194,078 44,031 326,050 .227 .680 
2020 91.664 197.192 50.759 339.614 .257 722 
2025 95.619 198.523 58.391 352.534 .294 776 
2030 99.031 200,861 64,510 364,402 .321 814 
2035 101.920 206,288 67,216 375,425 .326 .820 
2040 104,800 213,549 67,676 386,026 .317 .808 
2045 108.075 220,801 67,754 396,631 .307 .796 
2050 111,722 226,899 68,942 407,563 .304 .796 
2055 115,363 232,709 71,002 419,073 .305 801 
2060 118,808 238,820 73,648 431,276 .308 .806 
2065 122.167 246.268 75.665 444.100 .307 803 
2070 125.643 254,127 77,570 457,340 .305 .800 

High Cost: 
2000 80.669 167.321 35.534 283.524 212 694 
2005 79.801 175,709 37,222 292,732 212 666 
2010 77,578 183,075 40,599 301.253 222 646 
2015 74,553 187,591 46,931 309.075 250 .648 
2020 72,312 188,484 54,784 315,580 .291 674 
2025 70.389 186,378 63,810 320,577 342 . 720 
2030 68.381 183.991 71.651 324.023 .389 761 
2035 66.140 183.408 76.218 325.766 .416 .776 
2040 64.143 183.367 78.347 325.858 427 777 
2045 62.402 182.360 79.777 324,540 437 .780 
2050 60,725 179,387 82,069 322,181 457 796 
2055 59,107 175,068 85,033 319,208 486 823 
2060 57.530 . 169,865 88,571 315.966 521 .860 
2065 56.011 165.614 90,956 312.581 549 .887 
2070 54,582 161,860 92,501 308,943 ^71 .909 

' Population aged 65 and over, divided by population aged 20-64 

^ Sum ol population aged 65 and over, and population under age 20, divided by population aged 20-64 

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

2. Covered Population 

The number of covered workers in a year is defined as the number of 
persons who, at any time during the year, have OASDI taxable earn­
ings. Projections of the number of covered workers were made by 
applying projected coverage rates to the projected Social Security 
Area population. The coverage rates—i.e., the number of covered 
workers in the year, as a percentage of the population as of July 1— 
were determined by age and sex using projected labor force participa­
tion rates and unemployment rates, and their historical relationships 
to coverage rates. In addition, the coverage rates were adjusted to 
reflect the increase in coverage of Federal civilian employment that 
wil l result from the 1983 Social Security Amendments. 

Labor force participation rates were projected by age and sex, taking 
into account projections of the percentage of the population that is 
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married, the percentage of the population that is disabled, the num­
ber of children in the population, the level of retirement benefits, and 
the state of the economy. For men, the projected age-adjusted labor 
force participation rates for the year 2070 for alternatives I , I I , and I I I 
are 1.9, 2.6, and 3.2 percentage points lower, respectively, than the 
1995 level of 75.5 percent. For women, the projected age-adjusted 
labor force participation rates increase for alternatives I and I I and 
decrease for alternative I I I . The projected age-adjusted rates for 2070 
are 1.7, 0.7, and -1.1 percentage (points, respectively different from 
the 1995 level of 59.1 percent. 

The total age-sex-adjusted unemployment rate averaged 5.8 percent 
for the last 30 years 1966-95 and 6.0 percent for the 10 years 1986-95. 
The ultimate total age-sex-adjusted unemployment rate is assumed to 
be 5.0, 6.0, and 7.0 percent for alternatives 1, I I , and I I I , respectively 
Unemployment levels off to the assumed ultimate age-sex-adjusted 
rate by the year 2006, for each of the three alternatives. 

The projected age-adjusted coverage rate for men changes from its 
1995 level of 74.1 (percent to 72.5, 71.7, and 70.8 (Percent in 2070 for 
alternatives I , I I , and I I I , respectively. For women, i t changes from its 
1995 level of 61.5 percent to 61.8, 60.3, and 57.9 (percent for alterna­
tives 1, I I , and 111, respectively. 

3. Average Earnings, Inflation, and Real Interest Rate 

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

Increases in average earnings were projected in two comjponents— 
average earnings of wage-and-salary workers, usually referred to as 
average wages (and shown for OASDI covered employment in table 
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I l . D l of this report), and average net earnings of self-employed per­
sons. Each of these was subdivided into increases in real average 
earnings and increases in the CPI. For simplicity, real increases in the 
average covered wage are sometimes expressed in the form of real-
wage differentials—i.e., the percentage increase in the average nomi­
nal wage minus the percentage increase in the CPI. 

The assumed ultimate increases in average real earnings are based 
on analysis of trends in productivity gains and the factors linking pro­
ductivity gains with increases in average real earnings. For the 40 
years 1955-94, annual increases in productivity for the total U.S. 
economy averaged 1.8 percent, the result of average annual increases 
of 2.8, 2.1, 1.4, and 1.0 percent for the 10-year (periods 1955-64, 1965-
74, 1975-84 and 1985-94, respectively. Meanwhile, the average annual 
rate of change in average real earnings for the total U.S. economy was 
an increase of 0.9 percent for the 40 years 1955-94, the result of aver­
age annual changes of 2.3, 1.2, -0.6, and 0.7 percent, respectively, for 
the aforementioned 10-year periods. The change in the linkages 
between annual changes in productivity and real earnings averaged 
-0.9 percent for the 40 years 1955-94, and -0.5, -0.9, -1.9, and -0.2 per­
cent, respectively, for the aforementioned 10-year periods. The change 
in the linkages reflects changes in such factors as the average number 
of hours worked per year, labor's share of total output, the proportion 
of employee compensation paid as wages, and price adjustment 
reflecting the ratio of the GDP implicit price deflator to the CPI. 

The average annual rate of change, in the average real wage in OASDI 
covered employment was 1.0 percent over the 40 years 1955-94. How­
ever, the average annual rates of change over the 10-year periods var­
ied considerably. The average annual rates of change for the 10-year 
periods 1955-64, 1965-74, 1975-84, and 1985-94 were 2.3 percent, 1.0 
percent, 0.2 percent and 0.6 percent, respectively. 

The ultimate annual increases in productivity for all sectors—wage-
and-salary workers, self-employed persons, and the total economy-
are assumed to be about 1.7, 1.4, and 1.1 percent for alternatives I , I I , 
and I I I , respectively The corresponding ultimate annual rates of 
change in the linkages for wage-and-salary workers are assumed to be 
dechnes of 0.2, 0.4, and 0.6 percent for alternatives I , I I , and I I I , 
respectively These linkages are made up of assumed annual 
decreases of 0.1, 0.2, and 0.3 percent in average hours worked per 
year, and 0.1, 0.2, and 0.3 percent annual declines in wages as a share 
of compensation, for alternatives I , I I , and I I I , respectively No ulti­
mate change is assumed for the historically relatively stable ratio of 
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employee compensation to GDP. The resulting ultimate real-wage dif­
ferentials are 1.5, 1.0, and 0.5 percent for alternatives I , I I , and I I I , 
res(Pectively. Ultimate annual declines in the linkages for self-
employed persons are smaller because the proportion of reported com­
pensation that is considered earnings remains constant. As a result, 
ultimate average real-earnings growth rates for the self-employed are 
assumed to be higher than for wage-and-salary workers. The corre­
sponding ultimate average real-earnings for wage-and-salary workers 
and self-em(ployed persons, combined, are slightly higher than those 
assumed for wage-and-salary workers only. 

Historically, the CPI has increased, on average, by 4.4 percent for the 
40 years 1956-95, 5.3 percent for the 30 years 1966-95, 5.2 percent for 
the 20 years 1976-95, and 3.4 percent for the 10 years 1986-95. The 
ultimate average annual CPI increases of 3.0, 4.0, and 5.0 percent for 
alternatives 1,11, I I I , respectively, were chosen to include a reasonable 
range of possible future experience. The GDP implicit price deflator 
has increased by 4.2 percent annually for the 40 years 1956-95, 5.0 
percent annually for the 30 years 1966-95, 4.8 percent annually for 
the 20 years 1976-95, and 3.2 percent annually for the 10 years 1986-
95. For this report, increases in the GDP implicit price deflator are 
assumed to be slower by about 0.1 percent, 0.3 percent, and 0.5 per­
cent annually than increases in the CPI-W for alternatives I , I I , and 
I I I , respectively, for the first 10 projection years 1996-2005. The 
assumed differential between the increase in the GDP implicit price 
deflator and the increase in the CPI-W reflects the anticipation of 
three trends for the first 10 projection years 1996-2005. These are: (1) 
relatively slower increases in computer prices, which are weighted 
more heavily in the implicit price deflator, (2) relatively faster 
increases in energy prices which are weighted more heavily in the 
CPI, and (3) relatively faster increases in health service prices, which 
are a larger component of the CPI. However, ultimate annual rates of 
increase in the GDP implicit price deflator are assumed to be the 
same, for each alternative, as for the CPI-W. 

I t should be noted that recent and expected changes in the methods 
for computing the CPI and the GDP price deflator are not reflected in 
the assumptions for this report. These changes will be reflected in 
next year's report. 

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

The interest rate considered in this report is the nominal interest 
rate, which is compounded semiannually, for special U.S. government 
obligations issuable to the trust funds in each of 12 months of the 
year. The real interest rate is defined to be the annual (compounded) 
yield rate for investments in these securities less growth in the CPI. 

In developing a reasonable range of assumed future real interest rates 
for the three alternatives, historical experience was examined for the 
40 years, 1955-94, and for each of the 10-year subperiods, 1955-64, 
1965-74, 1975-84, and 1985-94. For the 40-year period, the real inter­
est rate averaged 2.4 percent per year For the four 10-year sub-
periods, the real interest rates averaged 1.5, 1.9, 0.9, and 5.2 percent 
per year, respectively. The assumed ultimate real interest rates are 
3.0 percent, 2.3 percent, and 1,5 percent for alternatives I , I I , and I I I , 
respectively. The projected interest rates are assumed to trend toward 
these ultimate interest rates, attaining the ultimate values after the 
tenth projection year. 

4. Taxable Payroll and Taxes 

The taxable payroll for any period is that amount which, when multi­
plied by the combined employee-employer tax rate, yields the total 
amount of taxes paid by employees, employers, and the self-employed 
for work during the period. The taxable payroll is important not just 
in estimating OASDI income, but also in determining income and cost 
rates, and actuarial balances. These terms are defined in the intro­
duction to the section entitled "Actuarial Estimates." 

In practice, the taxable payroll is calculated as a weighted average of 
the earnings on which employees, employers, and self-employed per­
sons make contributions to the OASDI program. The weighting takes 
into account the lower tax rates, as compared to the combined 
employee-employer rate, which apply to multiple-employer "excess 
wages," and which did apply, before 1984, to net earnings from self-
employment and, before 1988, to tips. For 1983 and later, taxable pay­
roll also includes deemed wage credits for military service. Estimates 
of taxable earnings for employees, employers, and the self-employed 
were developed from corresponding estimates of earnings in the U.S. 
economy, by means of factors which adjust for various differences in 
these measures. The factors adjust total U.S. earnings by removing 
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earnings from noncovered employment, adding earnings from various 
outlying areas which are covered by Social Security but are not 
included in published "U.S." data, and removing earnings above the 
t;ixable earnings base. 

Decreases in the ratio of taxable earnings to earnings in OASDI cov­
ered emjployment since 1984, due to the higher proportion of total cov­
ered wages earned by very high wage earners, are projected to 
continue through the first 10 years of the projection. The ratio of tax­
able wages to wages in covered employment is projected to decline 
from a level of 0.883 for 1995 to ultimate levels of 0.879, 0.862, and 
0.856, by the end of the tenth projection year for alternatives I , I I , and 
I I I , respectively. These ultimate ratios of taxable earnings to OASDI 
covered earnings are about the same as were assumed for last year's 
report. 

The projected levels of the taxable payroll for the intermediate cost 
alternative are lower than those projected for last year's report 
throughout the 75-year projection period. This results from revisions 
in the level of wages in the National Income and Product Accounts 
(NIPA) for 1994 and later and projected lower labor force than esti­
mated for last year's report. 

Estimates of taxes collected were developed from the estimates of tax­
able earnings by applying the employee, employer, or self-employed 
t;ax rate, and by taking into account the lag between the time the tax 
liability is incurred and the time the taxes are collected. 

5. Insured Population 

There are three basic types of insured status under the OASDI pro­
gram: fully insured, currently insured, and disability insured. Fully 
insured status is required of an aged worker for elignbility to a pri­
mary retirement benefit and for the elig"ilpility of that worker's spouse 
and children to auxiliary benefits. Fully insured status is also 
required of a deceased worker for the eligibility of the worker's survi­
vors to benefits (with the exception of child survivors and parents of 
eligible child survivors, in which cases the deceased worker is 
required to have had either currently insured status or fully insured 
status). Disability insured status, which is more restrictive than fully 
insured status, is required of a disabled worker for eligibility to a pri­
mary disability benefit and for the eligibility of the worker's spouse 
and children to auxiliary benefits. 

152 



Assumptions & Methods 

Projections of the percentage of the population that is fully insured 
were made by age and sex, from estimated distributions of workers by 
accumulated quarters of coverage based on past and projected cover­
age rates and amounts of earnings required for quarters of coverage. 
Currently insured status was disregarded for purposes of these esti­
mates, because the number of cases in which eligibility for benefits is 
based solely on currently insured status is relatively small. Projec­
tions of the percentage of fully insured persons who are also disability 
insured were made by age and sex based on past and projected cover­
age rates, the requir'ements for disability insured status, and their 
historical relationships. Finally, the fully insured and disability 
insured populations were developed from the projected total popula­
tion by applying the appropriate percentages. 

Under this procedure, the percentage of the Social Security Area po[p.-
ulation aged 62 and over that is fully insured is projected to increase 
from its estimated level of 77.2 on January 1, 1993, to 90.7, 90.5, and 
90.1 on January 1, 2070, based on alternatives I , I I , and I I I , respec­
tively. The percentage for females is projected to increase significantly, 
while that for males is projected to decrease slightly. Based on alter­
native I I , for example, the percentage for males is projected to 
decrease during this period from 92.5 to 92.2, while that for females is 
projected to increase from 66.2 to 89.1. 

The fully insured population by age and sex was further subdivided 
by marital status, using the variation in labor force participation 
rates by marital status to estimate the variation in coverage rates by 
marital status. These coverage rates were then used to estimate the 
variation in the fully insured rates by marital status. 

6. Old-Age and Survivors Insurance Beneficiaries 

The number of OASI beneficiaries was projected for each type of bene­
fit separately, by the sex of the worker on whose earnings the benefits 
are based, and by the age of the beneficiary. For selected types of ben­
efits, the number of beneficiaries was also projected by marital status. 

For the short-range period, the number of retired-worker beneficiaries 
was developed by applying award rates to the aged fully insured pop­
ulation less those persons entitled to retired-worker, disabled-worker, 
or widow(er)'s benefits, and by applying termination rates to the num­
ber of persons already receiving retired-worker benefits. The fraction 
of entitled beneficiaries that would actually receive benefits was pro-
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jected to increase at ages 65-69, due to the modifications in the retire­
ment earnings test enacted in Public Law 104-121. 

For the long-range period, the number of retired-worker beneficiaries 
not previously converted from disabled-worker beneficiary status was 
projected as a percentage of the exposed population, i.e., the aged fully 
insured population less persons entitled to or converted from disabil­
ity benefits and insured persons entitled to widow(er)'s benefits. The 
percentage for ages 70 and over was assumed to be nearly 100, 
because the retirement earnings test and delayed retirement credit do 
not apply after age 70. The percentage for each age 62 through 69 was 
projected from observed historical and projected short-range trends, 
with an adjustment for changes in the (portion of the primary insur­
ance amount payable at each age of entitlement to the portion payable 
at age-70 entitlement. As the increases in the delayed retirement 
credit become effective and as the normal retirement age increases, 
the number of retired workers as a percentage of the exposed popula­
tion is gradually adjusted downward at each age 62 through 69, 
reaching an ultimate level in 2030. 

In addition, two other factors were applied. One was to adjust for the 
effect of projected changes in the proportion of other-than-legal aliens 
in the population. The other was to adjust for the effect of the earn­
ings test provision of Public Law 104-121. 

For the long-range period also, the number of retired-worker benefi­
ciaries previously converted from disabled-worker beneficiaries was 
calculated as an extension beyond normal retirement age of the calcu­
lation of disabled-worker beneficiaries. 

The number of aged-spouse beneficiaries was estimated from the pop­
ulation projected by age and sex. The benefits of aged-S(Pouse benefi­
ciaries are based on the earnings records of their husbands or wives, 
who are referred to as "wage earners." In the short-range period, a 
regression equation was used to project the number of aged-spouse 
beneficiaries, as a proportion of the aged uninsured female or male 
population. In the long-range period, aged-spouse beneficiaries were 
estimated from the population projected by age, sex, and marital sta­
tus. To the number of spouses aged 62 and over in the population, a 
series of factors were applied, representing the probabilities that the 
spouse and the wage earner meet all of the conditions of eligibility— 
i.e., the probabilities that (1) the wage earner is 62 or over, (2) the 
wage earner is insured, (3) the wage earner is receiving benefits, (4) 
the spouse is not receiving a benefit for the care of an entitled child. 
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(5) the spouse is not insured, and (6) the spouse is not eligible to 
receive a significant government pension based on earnings in non-
covered employment. To the resulting number of spouses was applied 
a projected prevalence rate to calculate the estimated number of aged-
spouse beneficiaries. 

In addition, the same factors were applied to the number of divorced 
persons aged 62 and over in the population, with three differences. 
First, an additional factor is required to reflect the probability that 
the person's former wage-earner spouse is still alive (otherwise, the 
person may be entitled to a divorced widow(er)'s benefit). Second, a 
factor is required to reflect the probability that the marriage to the 
wage-earner spouse was at least 10 years in duration. Third, factor (3) 
was not applied because, effective for January 1985, a divorced person 
generally need not wait to receive benefits until the former wage-
earner spouse is receiving benefits. 

The projected numbers of children under age 18, and students aged 
18, who are eligible for benefits as children of retired-worker benefi­
ciaries, were based on the projected number of children in the popula­
tion. In the short-range period, the number of entitled children was 
developed by applying award rates to the number of children in the 
population where both parents are alive, and by applying termination 
rates to the number of children already receiving benefits. The award 
rates were adjusted downward and the termination rates were 
adjusted upward to reflect trends expected to occur as a result of the 
stepchild provision of Public Law 104-121. 

In the long-range period, the number of entitled children was pro­
jected separately by sex of the wage-earner parent. To the number of 
children in the population, factors were applied representing the prob­
abilities that the parent is alive, aged 62 or over, insured, and receiv­
ing a retired-worker benefit. Another factor was applied representing 
the probability that the child is not entitled to a benefit based on the 
other parent's earnings. In addition, a factor was applied to reduce the 
number of beneficiaries to reflect the more restrictive requirements 
for entitlement of stepchildren that were enacted in Public Law 104-
121. For children aged 18, a factor representing the probability that 
the child is attending a secondary school was also applied. 

The number of disabled children aged 18 and over of retired-worker 
beneflciaries was projected from the adult population. In the short-
range period, award rates were applied to the uninsured population, 
and termination rates were applied to the number of disabled children 
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already receiving benefits. These award and termination rates were 
adjusted similarly to those for minor and student children to reflect 
trends expected to occur as a result of the stepchild provision of Public 
Law 104-121. In the long-range period, disabled children were pro­
jected in a manner similar to that for children under 18, with the 
inclusion of a factor representing the probability of being disabled 
since childhood. 

In the short-range (Period, the number of young-spouse beneficiaries 
was projected as a proportion of the projected number of child benefi­
ciaries who are either under age 16 or disabled. In the long-range 
period, young-spouse beneficiaries were projected as a proportion of 
tbe projected number of child beneficiaries of retired workers, taking 
into account projected changes in average family size. 

The number of aged-widow(er) beneficiaries was projected from the 
population by age and sex. In the short-range period, insured aged-
widow(er) beneficiaries were projected concurrently with the retired-
worker beneficiaries. A regression equation projected the number of 
uninsured aged-widow(er) beneficiaries, as a pro(Portion of the unin­
sured aged female or male population not receiving any type of bene­
fit. In the long-range period, aged-widow(er) beneficiaries were 
projected from the population by age, sex, and marital status. Four 
factors were applied to the number of widow(er)s in the population 
aged 60 and over These factors represent the probabilities that (1) the 
deceased wage earner was fully insured at death, (2) the widow(er) is 
not receiving a benefit for the care of an entitled child, (3) the 
widow(er) is not fully insured, and (4) the widow(er)'s benefits are not 
withheld because of receipt of a significant government pension based 
on earnings in noncovered employment. In addition, some insured 
widow(er)s who had not applied for their retired-worker benefits are 
assumed to receive widow(er) benefits. Also, the same factors were 
applied to the number of divorced persons aged 60 and over in the 
population, with additional factors representing the probability that 
the person's former wage-earner spouse is deceased and that the mar­
riage was at least 10 years in duration. 

In the short-range period, the number of disabled-widow(er) beneficia­
ries was estimated as a proportion of the uninsured female or male 
population aged 50-64. In the long-range period, the number was pro­
jected for each age 50 through 64 as a percentage of the widowed and 
divorced populations, adjusted for the insured status of the deceased 
spouse and the prevalence of disability. 
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The projected numbers of children under age 18, and students aged 
18, who are eligible for benefits as survivors of deceased workers, 
were based on the projected number of children in the population 
whose mothers or fathers are deceased. In the short-range period, the 
number of entitled children was developed by applying award rates to 
the number of orphaned children, and by applying termination rates 
to the number of children already receiving benefits. The award rates 
were adjusted downward to reflect the trend expected to occur as a 
result of the stepchild provision of Public Law 104-121. 

In the long-range period, the number of child-survivor beneficiaries 
was projected in a manner analogous to that for child beneficiaries of 
retired workers, with the factor representing the probability that the 
parent is aged 62 or over replaced by a factor that represented the 
probability that the parent is deceased. 

In the short-range period, the numbers of mother-survivor and father-
survivor beneficiaries were projected from the number of child-survi­
vor beneficiaries who are either under age 16 or disabled. In the long-
range period, mother-survivor and father-survivor beneficiaries were 
estimated from the number of child-survivor beneficiaries, taking into 
account projected changes in average family size. 

The number of parent-survivor beneficiaries was projected based on 
the historical pattern of the number of such beneficiaries. 

Table II.H2 shows the projected number of beneficiaries under the 
OASI program by type of benefit. Included among the beneficiaries 
who receive retired-worker benefits are some persons who also receive 
a residual benefit consisting of the excess of an auxiliary benefit over 
their retired-worker benefit. Estimates of the number of such residual 
payments were made separately for spouses and widow(er)s. 
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Table II.H2.—OASI Beneficiaries With Monttily Benefits in Current-Payment Status 

as of December 31 by Alternative, Calendar Years 1945-2070 

I in thousands] 

Retired workers and auxiliaries Survivors 

Calendar year 

Historical data: 
1945 
1950 
1955 
1960 
1965 
1970 
1975 
1980 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 

Inlermediale: 
1996 
2000 
2005 
2010 
2015 
2020 
2025 
2030 
2035 
2040 
2045 
2050 
2055 
2060 
2065 
2070 

Low CosI: 
1996 
2000 
2005 
2010 
2015 
2020 
2025 
2030 
2035 
2040 
2045 
2050 
2055 
2060 
2065 
2070 

Worker 
Wile-

husband Child 
Widow-

widower 
Mother-

lather Child Parent Total 

518 159 13 94 121 377 6 1.288 
1.771 508 46 314 169 653 15 3,477 
4,474 1,192 122 701 292 1.154 25 7,961 
8,061 2,269 268 1.544 401 1.577 36 14.157 

11.101 2.614 461 2.371 472 2.074 35 19.128 
13,349 2,668 546 3.227 523 2.688 29 23.030 
16,588 2.867 643 3.889 582 2.919 21 27.509 
19.562 3.016 639 4.411 562 2.610 15 30.814 
22.432 3.069 457 4,863 372 1.917 10 33.120 
22.987 3.088 450 4,931 350 1.875 9 33.690 
23.440 3.090 440 4,984 329 1,836 8 34.126 
23.858 3.086 432 5,029 318 1.810 7 34.539 
24.327 3.093 423 5,071 312 1.780 6 35.012 
24.838 3.101 422 5.111 304 1.776 6 35,559 
25.289 3.104 426 5.158 301 1.791 5 36,074 
25.758 3.112 432 5.205 294 1,808 5 36,614 
26.104 3.094 436 5.224 289 1,837 5 36,990 
26.408 3.066 440 5,232 283 1.865 4 37,298 
26.673 3.026 442 5.226 275 1.884 4 37.529 

26.982 3.017 448 5,263 277 1.916 4 37,907 
28.125 2.976 463 5,331 279 2.002 3 39,178 
30,115 2.922 476 5,447 271 2.055 2 41,288 
33.945 2,735 548 5.540 252 1.960 3 44,984 
40.166 2,503 619 5.635 236 1 .86D 3 51,026 
47,443 2.460 694 5.725 230 1.824 3 58,380 
53.902 2.490 744 5.798 231 1.815 3 64,982 
58.993 2.487 773 5.823 229 1.811 3 70,119 
61.952 2.448 791 5.826 225 1.799 3 73,044 
62.896 2.371 793 5.818 219 1.780 3 73,880 
63.573 2.345 801 5.835 214 1.755 3 74,526 
64.894 2.367 811 5.842 210 1.734 3 75.860 
67.028 2.456 834 5.848 206 1.714 3 78.088 
69.292 2.548 851 5.837 202 1,692 3 80.426 
71.034 2.614 860 5.855 197 1.670 3 82.233 
72.479 2.659 865 5.906 193 1.648 3 83.754 

33.250 2.620 552 5.509 256 2.094 3 44.284 
39.109 2.347 629 5.610 242 2,083 3 50.023 
45,941 2.270 716 5.724 232 2.118 3 57.005 
51,896 2.269 781 5,819 233 2,181 3 63.182 
56,328 2.234 827 5,850 235 2,249 3 67.727 
58,603 2.171 864 5,831 237 2.302 3 70.012 
58.974 2.084 884 5.775 238 2.334 3 70,292 
59.282 2.054 913 5.737 240 2.365 3 70,594 
60.312 2.069 948 5,697 244 2.407 3 71.680 
62.216 2.143 996 5,681 249 2.455 3 73.743 
64.257 2.212 1,037 5,683 254 2,502 3 75.948 
65.987 2.265 1,069 5.738 258 2.545 3 77,865 
67,737 2,313 1.098 5.840 261 2.588 3 79,841 
33.250 2,620 552 5.509 256 2.094 3 44,284 
39,109 2.347 629 5.610 242 2.083 3 50.023 
45.941 2.270 716 5.724 232 2.118 3 57.005 
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Table II.H2.—OASI Beneficiaries Witti Monthly Benefits in Current-Payment Status 
as of December 31'by Alternative, Calendar Years 1945-2070 (Cont.) 

[In thousands] 

Retired workers and auxiliaries Survivors 

Wile- Widow- Mother-
Calendar year Worker husband Child widower lather Child Parent Tolal 

High Cost: 
1996 34,549 2,851 544 5,570 260 1.875 3 4 5 652 
2000 41,101 2,665 607 5,650 233 1 682 3 51 941 
2005 48,840 2,669 673 5,697 220 1.556 3 59 657 
2010 55.864 2.751 707 5,727 213 1,479 3 66 744 
2015 61,772 2,809 719 5,728 203 1,424 3 72 658 
2020 65,685 2.830 718 5.743 191 1.372 3 76 543 
2025 67.563 2.798 703 5.781 179 1,323 3 78 350 
2030 68,984 2,813 689 5,857 166 1,269 3 79 781 
2035 70,983 2,875 676 5.912 155 1.216 3 81819 
2040 73,707 3,017 676 5,934 145 1.164 3 84 646 
2045 76,536 3,169 675 5,897 135 1.113 3 87 528 
2050 78,589 3,279 668 5,857 126 1,064 3 89 585 
2055 79,969 3,339 657 5,838 117 1,018 3 90 941 
2060 34.549 2,851 544 5,570 260 1.875 3 4 5 652 
2065 41,101 2.665 607 5.650 233 1.682 3 51 941 
2070 48.840 2.669 673 5.697 220 1,556 3 59,657 

Note: The number ol beneliciaries does nol include certain uninsured persons, most ol whom both 
attained age 72 belore 1968 and have lewer than 3 quarters ol coverage, in whicli case the costs are 
reimbursed by Ihe general lund ol Ihe Treasury. The number ol such uninsured persons was 1 023 as ol 
December 31. 1995. and is estimated lo be lewer than 500 by the turn ol the century. Totals do not neces­
sarily equal the sums ol rounded components. 

7. Disability Insurance Beneficiaries 

The number of DI beneficiaries was projected for each type of benefit 
separately, by the sex of the worker on whose earnings the benefits 
are based, and the age of the beneficiary. The number of disabled-
worker beneficiaries was projected from the estimated number of such 
beneficiaries entitled on December 31, 1995, by adding new entitle­
ments and subtracting terminations. The starting number of entitled 
disabled-worker beneficiaries was estimated by age, sex, and duration 
of entitlement, from the tabulated number of disabled-worker benefi­
ciaries in current-payment status on December 31, 1995. The number 
of new entitlements during each year was projected by applying 
assumed age-sex specific disability incidence rates to the projected 
disabihty insured population (excluding those already entitled to dis­
abled-worker benefits). 

The number of terminations was projected by applying assumed ter­
mination rates to the disabled-worker population. In the short-range 
period, the number of terminations was projected by applying 
assumed termination rates by reason—death, recovery, and all 
other—and by age and sex, to the entitled disabled-worker popula­
tion. In the long-range period, the number of terminations was pro­
jected by applying assumed death rates and recovery rates, by age, 
sex, and duration of entitlement, to the entitled disabled-worker (pop-
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ulation. To this number of terminations was added, in both the short-
range and long-range (Periods, the number of disabled-worker benefi­
ciaries who would be automatically converted to retired-worker bene­
ficiaries upon attainment of the normal retirement age (currently, age 
65). 

The projection of rates of incidence and termination in the DI pro­
gram begins with an evaluation of historical trends in these rates. 
With respect to disability incidence, rates have varied dramatically 
over the past 20 years, declining from historically high levels in 1974-
75 to a level about half as large by 1982. Since 1982, incidence rates 
have increased fairly steadily so that by 1995 the incidence rate had 
regained 50-60 percent of the decline experienced between 1975 and 
1982. 

A.ssumed future levels for disability incidence rates are determined in 
two stages: (1) rates are first projected from recent levels based on 
past trends and future expectations, as if the increases scheduled in 
present law for the normal retirement age (NRA) would not occur, and 
(2) for the year 2000 and later an adjustment is made to reflect the 
scheduled increase in the NRA; rates for persons aged 60 through 64 
are assumed to increase, and rates for ages 65 and 66 are extraipo-
lated. In an additional step for this re(Port, the incidence rates were 
adjusted downward to reflect trends expected tip occur as a result of 
the firug addiction and alcoholism provision of Public Law 104-121. 

For the alternative I I assumptions, gross incidence rates are projected 
to increase over the next 10 years due to the growing proportion of 
insured workers at the higher ages. Gross rates projected under the 
first stage increase from 1995 levels by about 12 percent over the next 
10 years, reaching a level of about 5.9 (Per thousand persons exposed 
(approximated by the average number of persons who are disability 
insured and not currently entitled to disabled worker benefits). 

Further increases in incidence rates over age 60, along with rates 
assumed for persons aged 66 and 67 due to the scheduled increase in 
the NRA, are reflected in the second stage for years 2000 and later 
These adjustments contribute to the overall rise in the gross disability 
incidence rate from a level of 5.3 per thousand exposed for 1995 to 7.2 
per thousand exposed by the year 2027, at which time the effects of 
the scheduled increase in the NRA on the DI program will be com­
plete. This is very close to the ultimate rate of 7.3 per thousand, 
attained in 2047. 
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For alternative I , the gross disability incidence rate is assumed to 
decline by about 6 percent over the next 10 years. The 2027 gross inci­
dence rate is assumed to be 5.8 per thousand exposed. For alternative 
I I I , the gross disability incidence rate is assumed to increase by about 
30 percent over the next 10 years, to a level comparable to the peak 
experience for 1974-75. The gross incidence rate under alternative I I I 
is assumed to reach about 8.8 per thousand exposed by 2027. 

In the short-range period, the age-sex specific termination rates were 
projected by reason—death, recovery, and all other For alternative I I , 
death rates are projected to remain relatively constant at roughly 
1995 levels, while recovery rates are expected to increase over the 
next 5 years reflecting the anticipated increase in spending on con­
tinuing disability reviews authorized under Public Law 104-121. Ter­
mination rates due to all other reasons (except conversion to old-age 
benefits) are projected to exhibit a one-time increase in 1997 reflecting 
the effect of the elimination of drug addiction and alcoholism as a 
qualifying condition for entitlement to disability benefits under Public 
Law 104-121. For alternative I I I , the death rates decline by about 10 
percent, while the rates for recovery and all other terminations 
increase more slowly and to lower levels. For alternative I , the death 
rates increase by about 10 percent, while the rates for recovery and all 
other terminations increase more quickly and to higher levels. 

In the long-range period, the death rates and recovery rates were pro­
jected by age, sex, and duration of entitlement. For alternative I I , 
death rates reach levels in 2070 approximately 43 percent lower for 
males and approximately 36 percent lower for females than those 
experienced by disabled-worker beneficiaries during 1977-80, the 
most recent period for which detailed data are available. The recovery 
rates, after their patterns during the short-range (Period, are assumed 
to increase until 2010, when they attain ultimate levels about 50 per­
cent lower than those experienced during the period 1977-80. Pro­
jected increases in recovery rates reflect the estimated effect of the 
periodic reviews required by provisions of law first enacted in 1980, 
and amended in 1983, 1984, 1990, and 1996. 

For alternative I , the death r?.tes in 2070 are assumed to be roughly 
27 percent lower for males and approximately 16 [percent lower for 
females than those experienced by disabled-worker beneficiaries dur­
ing 1977-80. Recovery rates are assumed to increase from current lev­
els to levels that are about 1.6 times the 1995 level for both males and 
females. These ultimate recovery rates are 40 percent lower than 
those of the 1977-80 base period. For alternative I I I , the death rates 
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in 2070 are assumed to be about 59 percent lower for males and 55 
percent lower for females than those experienced during 1977-80, and 
recovery rates are assumed to be 60 percent lower than those experi­
enced during 1977-80. 

In the short-range period, the projected numbers of children under 
age 18, students aged 18, and disabled children aged 18 and over, who 
are eligible for benefits as children of disabled-worker beneficiaries, 
were projected by applying quarterly award and termination rates. 
Awards to the three categories of child beneficiaries were based on the 
number of awards to disabled-worker beneficiaries. As a result of 
anticipated trends due to the stepchild provision of Public Law 
104-121, child awards were adjusted downward while child termina­
tions were adjusted upward. 

In the long-range period, the projected numbers of minor child and 
student beneficiaries were based on the projected number of children 
in the population by age. To the number of children were applied fac­
tors representing the probability that either of their parents is 
insured and disabled. In addition, a factor was applied to reduce the 
number of beneficiaries to refiect the more restrictive requirements 
for entitlement of stepchildren that were enacted in Public Law 
104-121. The number of disabled children aged 18 and over was pro­
jected as a function of the number of disabled-worker beneficiaries 
and the size of the adult population. 

In the short-range period, the number of young-spouse beneficiaries 
was projected by applying quarterly award and termination rates, 
where awards were based on the number of awards to child beneficia­
ries who are either under age 16 or disabled. Again, due to the step­
child provision of Public Law 104-121, terminations of young spouses 
were adjusted upward. The number of aged-spouse beneficiaries was 
also projected by ajpplying quarterly award and termination rates, 
where awards were based on the number of awards to disabled-
worker beneficiaries. 

In the long-range period, the number of young-spouse beneficiaries 
was projected as a proportion of the projected number of child benefi­
ciaries who are either under age 16 or disabled, taking into account 
projected changes in family size. The number of aged-spouse benefi­
ciaries was projected as a proportion of the number of disabled-worker 
beneficiaries, based on recent experience and allowing for projected 
changes in marriage rates. 
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Table 11.H3 shows the projected number of beneficiaries under the DI 
program by type of benefit. 

Table II.H3.—DI Beneficiaries With Monthly Benefits in Current-Payment Status 
as of December 31 by Alternative, Calendar Years 1960-2070 

[In thousands] 

Auxiliaries 

Calendar year 

Historical data: 
1960 
1965 
1970 
1975 
1980 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 

Intermediate: 
1996 
2000 
2005 
2010 
2015 
2020 
2025 
2030 
2035 
2040 
2045 
2050 
2055 
2060 
2065 
2070 

Low CosI: 
1996 
2000 
2005 
2010 
2015 
2020 
2025 
2030 
2035 
2040 
2045 
2050 
2055 
2060 
2065 
2070 

Disabled 
worker 

Wile-
husband Child Tolal 

455 
988 

1.493 
2.489 
2.859 
2.656 
2.727 
2.786 
2,830 
2,895 
3,011 
3,195 
3,468 
3,726 
3,963 
4,185 

4,429 
5,391 
6.650 
7,888 
8,612 
8,926 
9,292 
9,289 
9,242 
9,408 
9,921 

10,222 
10,424 
10,370 
10,408 
10,556 

4,378 
5,035 
5,841 
6,747 
7.154 
7.289 
7,517 
7,490 
7,456 
7,613 
8,056 
8.361 
8,629 
8,758 
9,015 
9.372 

77 
193 
283 
453 
462 
306 
301 
291 
281 
271 
266 
266 
271 
273 
271 
264 

233 
239 
262 
268 
259 
263 
285 
287 
283 
279 
291 
298 
307 
307 
307 
310 

231 
224 
232 
217 
197 
188 
197 
194 
190 
188 
197 
204 
213 
217 
222 
229 

155 
558 
889 

1,411 
1.358 
945 
965 
968 
963 
962 
989 

1,052 
1.151 
1.255 
1,350 
1.409 

1,458 
1,600 
1,789 
1,735 
1,692 
1,659 
1.671 
1,701 
1,728 
1,750 
1,767 
1,782 
1.802 
1.818 
1.833 
1.846 

687 
1.739 
2,665 
4,352 
4,678 
3.907 
3,993 
4,045 
4.074 
4,129 
4,266 
4,513 
4.890 
5.254 
5.584 
5.858 

6.121 
7.230 
8.702 
9.891 
10.563 
10.848 
11.248 
11.277 
11,253 
11,437 
11.978 
12.302 
12.533 
12.496 
12.548 
12.712 

1.441 6,049 
1,508 6.767 
1,595 7.668 
1,515 8.479 
1,462 8.813 
1,443 8,920 
1,479 9,193 
1,540 9.225 
1,599 9.245 
1.647 9.448 
1.698 9.950 
1.755 10.320 
1.822 10.663 
1.887 10.862 
1,951 11.188 
2,014 11.614 
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Table II.H3.—DI Beneficiaries With Monthly Benefits in Current-Payment Status 
as of December 31 by Alternative, Calendar Years 1960-2070 (Cont.) 

[In thousands] 

Auxiliaries 

Calendar year 
Disabled Wlle-

worker husband Child Tolal 

4,486 237 1.478 6.201 
5,839 261 1.723 7.823 
7.665 300 2.027 9.993 
9,075 337 1.958 11.371 

10,237 350 1.925 12,512 
10,809 375 1.869 13.053 
11.382 414 1.843 13.638 
11.448 422 1.828 13.698 
11.417 416 1.811 13,645 
11.611 408 1.799 13,818 
12.209 420 1.775 14,404 
12,487 424 1,741 14.653 
12,571 432 1.709 14,713 
12.227 424 1.675 14,326 
11.916 412 1.640 13,967 
11.738 404 1.606 13,748 

High Cost 
1996 . . 
2000 . . 
2005 . 
2010 . . 
2015 . 
2020 
2025 . . 
2030 . . 
2035 . . 
2040 . . 
2045 
2050 . . 
2055 . . 
2060 . 
2065 . . 
2070 . . 

Note: Totals do nol necessarily equal Ihe sums ol rounded components. 

8. Average Benefits 

Average benefits were projected by type of benefit based on recent his­
torical averages, projected average Primary Insurance Ainounts 
(PIAs), and projected ratios of average benefits to average PIAs. Aver­
age PIAs were calculated from projected distributions of beneficiaries 
by duration from year of award, average awarded PIAs, and increases 
thereto since the year of award, reflecting automatic benefit increases, 
recomputations to reflect additional covered earnings, and other fac­
tors. Average awarded PIAs were calculated from projected earnings 
histories, which were developed from the actual earnings histories 
associated with a sample of awards made in 1994. The 1994 sample 
replaced a 1993 sample, which was used for the 1995 report. This 
change had a significant effect on the projected level of average bene­
fits as discussed earlier in section II.F2. 

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

9. Benefit Payments 

For each type of benefit, benefit payments were calculated as the 
product of a number of beneficiaries and a corresponding average 
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monthly benefit. In the short-range period, benefit payments were cal­
culated on a quarterly basis. In the long-range period, all benefit pay­
ments were calculated on an annual basis, using the number of 
beneficiaries on December 31. These amounts were adjusted to 
include retroactive payments to newly awarded beneficiaries, and 
other amounts not reflected in the regular monthly benefit payments. 

Lump-sum death payments were calculated as the product of (1) the 
number of such payments, which was projected on the basis of the 
assumed death rates, the projected fully insured population, and the 
estimated percentage of the fully insured population that would qual­
ify for benefits, and (2) the amount of the lump-sum death payment, 
which is $255 (not indexed in future years). 

10. Administrative Expenses 

The projection of administrative expenses through 2005 was based on 
assumed increases in average wages, increases in the CPI, and 
increases in the number of beneficiaries. For years after 2005, admin­
istrative expenses are assumed to increase because of increases in the 
number of beneficiaries and increases in the average wage which wil l 
more than offset assumed improvements in administrative productiv­
ity 

11. Railroad Retirement Financial Interchange 

Railroad workers are covered under a separate multi-tiered plan, the 
first tier being very similar to OASDI coverage. An annual financial 
interchange between the Railroad Retirement fund and the OASI and 
DI funds is made reflecting the difference between (1) the amount of 
OASDI benefits that would be paid to railroad workers and their fami-
hes i f railroad employment had been covered under the OASDI pro­
gram and (2) the amount of OASDI payroll tax that would be received 
from railroad workers if they were covered directly under the OASDI 
program. 

The effect of the financial interchange with the Railroad Retirement 
program was evaluated on the basis of trends similar to those used in 
estimating the cost of OASDI benefits. The resulting effect was 
annual short-range costs of about $3-5 billion and a long-range sum­
marized cost of 0.05 percent of taxable payroll to the OASDI program. 
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12. Benefits to Uninsured Persons 

The law provides for special monthly cash payments to certain unin­
sured persons who attained age 72 before 1968 or who have 3 quar­
ters of coverage for each year after 1966 and before the year of 
attainment of age 72. The number of such uninsured persons was pro­
jected based on an extrapolation of the historical survival rate of the 
members of that group. The benefit payable to these uninsured per­
sons is a fixed amount which increases by the percentage benefit 
increase applicable to regular OASDI benefits. These payments are 
made from the OASI Trust Fund, which is then reimbursed from the 
general fund of the Treasury for the costs (including administrative 
expenses and interest) associated with providing payments to those 
persons with fewer than 3 quarters of coverage. The nonreimbursable 
payments are assumed to be insignificant after 2000. Neither the 
reimbursable payments nor the associated reimbursements are 
reflected in the cost rates or the income rates. These amounts are 
reflected, however, in tables which show trust fund operations. 

13. Military-Service Transfers 

As a result of the 1983 amendments, the OASI and DI Trust Funds 
received lump-sum payments, in May 1983, for the cost (including 
administrative expenses) of providing additional benefit payments 
resulting from noncontributory wage credits for military service per­
formed prior to 1957. Adjustments to the payments were made in 
1985, 1990, and 1995, and additional adjustments will be made in 
2000 and every fifth year thereafter. The adjustments for 2000 were 
estimated based on the change in interest rates since the determina­
tion of the adjustments in 1995. No adjustments after 1995 would be 
due unless actual interest rates are different from those assumed, or 
changes are made in the methods used to determine the military-ser­
vice transfers, 

14. Income From Taxation of Benefits 

Under present law, the OASI and DI Trust Funds are credited with 
the additional income taxes attributable to the taxation of the first 50 
percent of OASDI benefit payments. (The remainder of the income 
taxes attributable to the taxation of up to 85 percent of OASDI benefit 
payments is credited to the HI Trust Fund.) For the short-range 
period, income to the trust funds from such taxation was estimated by 
applying the following two factors to total OASI and DI benefit pay-
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ments: (1) the percentage of benefit payments (limited to 50 percent) 
that is taxable, and (2) the average tax rate applicable to those bene­
fits. For the long-range period, income to the trust funds from such 
taxation was estimated by applying projected ratios of such income to 
total OASI and DI benefit payments. Because the income thresholds 
used for benefit taxation are, by law, constant in the future, their val­
ues in relation to future income and benefit levels will decline. Thus, 
ratios of income from taxation of benefits to the amount of benefits are 
projected to increase. These ratios were projected reflecting the 
results of a model developed by the Office of Tax Analysis, Depart­
ment of the Treasury, relating OASDI benefit payments to total per­
sonal income for a sample of recent tax returns. 
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I I I . A P P E N D I C E S 

A. ACTUARIAL ESTIMATES FOR THE OASDI AND HI 
PROGRAMS, COMBINED 

In this appendix, long-range actuarial estimates for the OASDI and 
Hospital Insurance (HI) programs are combined to facilitate analysis 
of the adequacy of the combined income and assets of the trust funds 
relative to their combined expenditures. Combining cipst and income 
rates as (percentages of taxable paynpll requires a note of caution. The 
taxable payrolls for the HI program are larger than those estimated 
for the OASDI program because (1) a larger maximum taxable 
amount was established for the HI program in 1991, with the maxi­
mum being eliminated altogether for the HI program in 1994, (2) a 
larger proportion ipf Federal, State, and local government employees 
have their wages covered under the HI program, and (3) the earnings 
of railroad workers arc included in the HI taxable (payroll but not in 
the OASDI taxable payroll (railroad contributions for the equivalent 
of OASDI benefits are accounted for on a net interchange that occurs 
annually between the OASDI and Railroad Retirement (programs). As 
a result, the HI taxable payroll is about 20 percent larger than the 
OASDI taxable payroll throughout the long-range period. Nonethe­
less, combined OASDI and HI rates shown in this appendix are com­
puted by adding the separately derived rates for the programs. The 
resulting combined rates may be interpreted as those applicable to 
the taxable payroll in the amount of the OASDI payroll, with the sep­
arate HI rates being additionally applicable to the excess of the HI 
(Payroll over the OASDI payroll. 

Long-range estimates are subject to much uncertainty and should not 
be considered precise forecasts. Instead they should be considered as 
indicative of the general trend and range of costs that could reason­
ably be ex(pected to occur The emphasis in this a(P(Pendix on combined 
operations, while significant, should not olpscure the analysis of the 
financial status of the individual trust funds, which are legally sepa­
rate and cannot be commingled. In addition, the factors which deter­
mine the costs of the OASI, DI, and HI (programs differ substantially. 

As with the OASI and DI Trust Funds, income to the HI IVust Fund 
comes (Primarily from contributions [paid by employees, em(ployers, 
and self-employed (persons. The combined OASDI and HI contribution 
rate for employees and their em(ployers is often referred to as the 
FICA t;ix, because it is authorized by the Federal Insurance Contribu-
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tions Act. Contribution rates for the OASDI and HI programs are 
shown in table I I I .Al . 

Table III.Al.—Contribution Rates for the OASDI and HI Programs 
[In percent( 

Employees and empkjyers, 
each Sell ennployed 

Com- Com-
Calendar years OASDI HI bIned OASDI HI bined 

1966 3.85 0.35 4.20 5.80 0.35 6.15 
1967 3.90 .50 4.40 5.90 .50 6.40 
1968 3.80 .60 4.40 5.80 .60 6 40 
1969-70 4.20 .60 4.80 6.30 .60 6.90 
1971-72 4.60 .60 5.20 6.90 .60 7.50 

1973 4.85 1.00 5.85 7.00 1.00 8 00 
1974-77 4.95 .90 5.85 7.00 .90 7.90 
1978 5.05 1.00 6.05 7.10 1.00 8.10 
1979-80 5.08 1.05 6.13 7.05 1.05 8.10 
1981 5.35 1.30 6.65 8.00 1.30 9.30 

1982-83 5.40 1.30 6.70 8.05 1.30 9.35 
1984' 5.70 1.30 7.00 11.40 2.60 14 00 
1985 5.70 1.35 7.05 11.40 2.70 14.10 
1986-87 5.70 1.45 7.15 11.40 2 90 14.30 
1988-89 6.06 1.45 7.51 12.12 2 90 15.02 
1990 and later 6^20 1L45 7j65 12.40 2.90 15.30 

' See lootnote 1 under table II.Bl in the section entitled "Description ol the Trust Funds" lor a description 
ol tax credits allowed against the connbined OASDI and HI taxes on net earnings Irom sell-employmeni in 
1984-89. 

Table III.A2 shows estimated annual income rates and cost rates for 
the OASDI program, the HI program, and the combined OASDI and 
HI programs, based on the low cost, intermediate, and high cost sets 
of assumptions (alternatives I , I I , and III) described earlier in this 
report. These annual rates are intended to indicate the cash-flow 
operation of the programs. Therefore, income rates exclude interest 
earned on trust fund assets and cost rates exclude the cost of accumu­
lating or maintaining target trust fund balances. Table I1I.A2 also 
shows the difference between income rates and cost rates, called bal­
ances. Estimates shown for the combined trust funds are theoretical 
because no authority currently exists for transferring assets from one 
trust fund to another. 

Under all three sets of assumptions, combined OASDI and HI cost 
rates are projected to rise above current levels, with the sharpest 
increase occurring during the period 2010-2030. Under the high cost 
set of assumptions, alternative I I I , annual deficits are projected to 
occur beginning in 1997, and to continue for the remainder of the 75-
year projection period. Cost rates are projected to rise to over three 
times their current level by the end of the projection period. Under 
the intermediate assumptions, alternative I I , annual deficits begin in 
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the year 1999, with cost rates doubling by the end of the projection 
period. Under the low cost assumptions, alternative I , cost rates are 
projected to increase by about 25 percent, with annual deficits begin­
ning by the year 2015. 

Table III.A2.—Comparison of Estimated Income Rates and Cost Rates^ 
for OASDI and HI by Alternative, Calendar Years 1996-2070 

[As a percenlage ol laxable payroll'| 

OASDI HI Combined 

Calendar Income CosI Income Cost Income Cost 

year rale rale Balance rate rate Balance rate rate Balance 

Inlermediale: 
1996 . . . 1263 11.64 0.98 3 0 2 3.54 -0 52 15.64 15 18 0 4 6 
1997 . . . 12.63 11.69 94 3.02 3.68 -.67 15.65 15.38 .27 
1998 12.63 11.72 .92 3 02 3.83 - 81 15.65 15.55 .11 
1999 12.64 11.77 .87 3 0 2 3.97 - 95 15.66 15.74 -.08 
2000 . . 12.65 11.84 .81 3.02 4.10 -1 08 15.67 15.93 :.26 
2001 . . . 12.65 11.89 .76 3 0 3 4 21 -1.19 15 68 16.10 -.43 
2002 . . 12.66 11.93 .72 3.03 4.31 -1 29 15.68 16.25 -.57 
2003 . . . 12.66 11.97 .69 3.03 4.41 -1.38 15 69 16.38 -.69 
2004 . . . 1267 12.03 .64 3.03 4.50 -1.47 15.70 16 53 - 83 
2005 . . . 1267 12.07 .61 3 0 3 4 59 -1.56 15.71 16.66 -.95 

2010 . . . 12 74 1246 .29 3.07 5 0 7 - 2 0 0 15.81 17.53 -1.72 
2015 . . 12.84 13.50 -.66 3 12 5.78 -2.66 15 96 19 27 -3.32 
2020 . . 12 94 14.95 -2.02 3.17 6.67 -3.50 16 11 21.62 -5.51 
2025 . . 13.03 16.20 -3.17 . 3.22 7.58 -4.36 16.25 23.78 -7.53 
2030 . . . 13.10 17.08 -3.98 3.27 8.52 -5.25 16.37 25.60 --9.23 
2035 13.15 17.38 -4.23 3 29 9.25 -5.96 16.45 26.62 -10.18 
2040 . . . 13 17 17.29 -4.12 3.31 9.74 - 6 4 3 1648 27.03 -10.55 
2045 . . 13.19 17 31 -4.12 3 32 10.08 -6.76 16.51 27.39 -10.88 
2050 . . . 13.21 17 51 -4.30 3.33 10.34 -7.01 16.55 27.85 -11.31 
2055 . . . 13.25 17.92 -4.67 3.35 10.58 -7 23 16.60 28 50 -11 90 
2060 . . 13.28 18.31 -5.03 3.37 10.90 -7 53 16.65 29.21 -12.56 
2065 . . 13.30 18.59 -5.29 3.38 11.32 -7 94 16.69 29.92 -13.23 
2070 . . 13.32 18.83 -5 51 3.40 11.78 - 8 3 8 16.72 30.61 -1389 

Low Cost: 
1996 12.62 11.52 1.10 3.01 3.51 -.50 1564 .15.03 .61 
1997 . . . 12.62 11.36 1 26 3.01 3.59 - 58 15.64 14.96 .68 
1998 . . 12.62 11.20 1 42 3 01 3.67 -.66 15 64 14.88 • • .76 
1999 . . . 12.63 11.06 1.56 3 0 1 3 7 4 -.73 15.64 14 80 .84 
2000 . . . 12.61 10.94 1.67 3.01 3 8 0 - 78 15.63 14.74 .89 
2001 . 12 63 10.85 1.78 3 0 1 3.85 -.83 15.64 14.70 .95 
2002 . . . 12.63 10.76 1.88 3 0 2 3 88 -.87 15.65 14.64 1.01 
2003 . . . 12.64 1069 1.94 3.02 3.92 -.90 15.65 14 61 1 04 
2004 12.64 10.63 2 0 1 3 02 3 9 5 - 93 15.66 14.58 1.08 
2005 . . . 1264 10.58 2 0 6 3.02 3 9 6 -.95 15.66 14.54 1 1 2 

2010 12 70 10 79 1.91 3 0 5 4.08 -1 03 15.75 14.87 87 
2015 . 12.78 11.67 . 1.11 3.09 4 30 -1.21 15.87 15.98 -.11 
2020 . . . 12.86 12.84 .02 3 14 4 60 -1.46 15.99 17.44 -1 44 
2025 . . . 12.93 13.75 -.82 3.18 4 76 -1.58 16:11 18.51 -2.40 
2030 . . . 12.98 14 23 -1.25 3.21 4 98 -1.77 16.19 19.21 -3.02 
2035 . . . 13 00 14 15 -1.15 3.22 5.14 -1.92 16.23 19.30 -3.07 
2040 . . . 1301 13 73 -.73 3.23 5 2 6 -2.04 16.23 18.99 -2.76 
2045 . . . 13.01 13.41 -.40 3 2 3 5.40 -2.17 16 23 18.81 -2.57 
2050 . 13.01 13.27 -.25 3.23 • 5.53 - 2 3 0 16.24 1879 -2.55 
2055 13.02 13.27 - 25 . 3.24 5 6 6 -2.42 16.26 18.93 -2.67 
2060 . . . 13.03 13 26 - 22 3 24 5.83 -2.59 16.28 19 09 -2 81 
2065 . . . 13.04 13 18 -.14 3.25 6.06 -2.81 16.28 19.24 -2 95 
2070 . . 13.04 13 12 -.08 3.25 6.30 . -3 06 16.29 19.42 -3.13 
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Table III.A2.—Comparison of Estimated Income Rates and Cost Rafes^ 
for OASpi and HI by Alternative, Calendar Years 1996-2070 (Cont) 

[As a percentage ol laxable payroll'( 

OASDI HI Combined 

Calendar Income Cost Income CosI Income CosI 
year rale rate Balarice rate rale Balance rate rate Balance 

High CosI: 
1996 . . . 12.63 11.85 0.78 3.02 3.59 -0.57 15 65 15 44 0 2 1 
1997 . . . 12.64 12.18 .46 3.02 3.84 -.81 15.66 16 02 -.36 
1998 . 12.64 12.09 55 3.03 4.00 -.97 15.67 16.09 -.43 
1999 . . . 1265 12.52 .14 3 0 3 4.21 -1.18 15.69 16.73 -1.04 
2000 . . . 12.70 13.03 -.32 3.04 4.46 -1.42 15.74 17 48 -1.74 
2001 . . . 12.68 13.12 -.44 3.04 4.63 -1.59 15.72 17.75 - 2 0 3 
2002 . . . 12.68 13.24 -.56 3.04 4 80 -1.75 1573 1804 -2 31 
2003 . . . 12.69 13.38 -.69 3.05 4.98 -1 93 15.74 18 36 - 2 6 2 
2004 . 12.70 13.56 -.86 3.05 5.16 -2 11 15.75 18.72 -2.97 
2005 . . . 12.71 13.72 -1.02 3.05 5.34 -2 28 15 76 19 06 - 3 3 0 

2010 . . . 12.80 14.27 -1.47 3 10 6.37 -3.28 15 89 20 64 -4.75 
2015 . . . 12.91 15.42 -2.51 3.15 7.88 -4.73 16.06 23 30 -7.24 
2020 . . . 13.03 17.22 -4.19 3.22 9.90 -6.69 16.25 27.12 -10.88 
2025 . . . 13.15 18.93 -5.78 3.29 12.33 -9.04 16 43 31 26 -14.83 
2030 . . . 13 25 20 35 -7.09 • 3.35 14.86 -11.51 16.60 35.20 -1861 
2035 . . . 13.33 21.24 -7.92 3.39 16.94 -13.55 1672 38.19 -21 46 
2040 . . . 13.38 21.82 -8.44 3.43 18.40 -14.97 16.81 40.21 -23.40 
2045 . . . 13.44 22.53 -9.09 3.46 19.20 -15 74 16.89 41.73 -24 83 
2050 . . . 13.50 23.46 -9.97 3.49 19.66 -16.17 16.99 43.13 -26.14 
2055 . . . 13.57 24 68 -11.11 3.54 20.12 -16.58 17.11 44.80 -27 69 
2060 . . . 13.65 25.93 -12.28 3.58 20.75 -17 17 . 17 23 46.68 -29.45 
2065 . . . 13.72 27.03 -13.31 3.62 21.55 -17.93 17.34 48.59 -31.24 
2070 . . . 13.78 28.02 -14 24 3 6 6 22.43 -18.77 17.44 50.45 -3301 

' The taxable payroll lor HI is significantly larger than the taxable payroll lor OASDI because Ihe HI lax­
able maximum amount was eliminated beginning 1994, and because HI covers all Federal civilian 
employees, including those hired belore 1984, all Stale and local government employees hired alter April 
1, 1986, and railroad employees. Combined OASDI and HI rales are computed as Ihe sum ol Ihe sepa­
rately derived rates lor each program. 

Notes: 
1 . The income rale excludes interest Income and certain transfers Irom Ihe general lund ol the Treasury 
2. Totals do not necessarily equal the sums ol rounded components 

Tables 11I.A3 and 1I1.A4 show the estimates of summarized OASDI 
and HI income rates, cost rates and balances for various time periods, 
based on all three sets of assumptions. In table ni.A3 values are sum­
marized over the three 25-year subperiods (excluding the beginning 
fund balances and the cost of accumulating ending fund targets). In 
table 1II.A4 values are summarized over the 25-year, 50-year, and 75-
year valuation periods (for which beginning fund balances are 
included in the summarized income rates, and the costs of accumulat­
ing an ending fund balance equal to 100 percent of annual expendi­
tures by the end of the period are included in the summarized cost 
rates). Estimates shown for the combined trust funds are theoretical 
because no authority currently exists for transferring assets from one 
trust fund to another. 
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Table III.A3.—Comparison of Summarized Income Rates and Cost Rates^ 
for 25-Year Subperiods^, for OASDI and HI by Alternative, 

Calendar Years 1996-2070 
(As a percenlage ot taxable payroll'[ 

Subperk>d 

OASDI HI Combined 

Subperk>d 
Income 

rale 
Cost 
rale Balance 

Income 
rate 

Cost 
rale Balance 

Income 
rale 

Cost 
rate Balance 

Intermediate: 
1996-2020 . . . 12.74 12.63 0.11 3.07 4.93 -1.86 15.81 17.56 -1.75 
2021-2045. . . 13 10 16.89 -3.79 3.27 8.70 -5.43 16.37 25.59 -9.22 
2046-2070. . . 13.26 18.11 •4.86 3.36 10.81 -7.45 16.62 28 92 -12.31 

Low Cost: 
1996-2020. . . 12.70 11.24 1.45 3.05 4.04 -.99 15.75 15.28 .46 
2021-2045. . . 1297 13.86 -.89 3.21 5 0 3 -1.82 16.18 18.89 -2.71 
2046-2070. . . 13.02 13.27 -.25 3.24 5.79 •2.55 16.26 19.06 -2.80 

High CosI: 
1996-2020 . . . 12.78 14.15 -1.37 3.09 6 15 -3.06 15.87 20.30 -4.43 
2021-2045. . . 13.27 20.51 -7.24 3.36 15.42 -12.06 16.63 35.93 -19.30 
2046-2070. . . 13.61 25.28 -11.67 3.56 20.55 -16.99 17.17 45.83 -28.66 

' The taxable payroll lor HI is significantly larger than the laxable payroll lor OASDI because the HI tax­
able maximum amount was eliminated beginning 1994, arxl because HI covers all Federal civilian 
employees, including those hired tielore 1984, all State and local government employees hired alter April 
1, 1986, and railroad employees. Combined OASDI and HI rates are computed as the sum ol Ihe sepa­
rately derived rates for each program. 
^ For 25-year subperiods. Income rates do not Include beginning trust lund balances and cost rates do not 
include the cost ol reaching ending lund targets. 

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

Under the high cost alternative I I I , the combined OASDI and HI sys­
tem is projected to experience large deficits during the 25-year, 50-
year, and 75-year valuation periods (including beginning trust fund 
balances and the cost of ending fund targets). Deficits are projected to 
occur during each 25-year subperiod of the 75-year projection period 
(excluding beginning trust fund balances and the cost of ending fund 
targets). Under intermediate alternative I I assumptions, deficits of 
smaller magnitude than those for the high cost alternative I I I are pro­
jected to occur for each of the three 25-year subperiods and for each of 
the three valuation periods. Under the low cost alternative I , the com­
bined OASDI and HI system is projected to show positive balances for 
the first 25-year subperiod and the 25-year valuation period. Rela­
tively small deficits are projected for the 50-year and 75-year valua­
tion periods and for the second and third 25-year subperiods. 

172 



OASDI & HI Comhined 

Table 1II.A4.—Comparison of Summarized Income Rates and Cost Rates^ for 
Valuation Periods^, for OASDI and HI by Alternative, Calendar Years 1996-2070 

(As a percentage ol taxable payroll( 

OASDI HI Combined 

Valuation Income CosI Income Cost Income CosI 
period rale rale Balance rate rate Balance rate rate Balance 

Intermediate: 
25-yeare: 

1996-2020 13.54 13.18 0.36 3.07 5.01 -1.95 16.61 18.19 -1.59 
50-years: 

-4.91 1996-2045 13.35 14.74 -1.39 3.16 6.68 -3.52 16.51 21.42 -4.91 
75-years: 

1996-2070 13.33 15.52 -2.19 3.21 7.72 -4.52 16.54 23.24 -6.71 

Low Cost: 
25-years: 

1996-2020 13.46 11.71 1.75 3.05 4.05 -1.00 16.51 15.76 .75 
50-years: 

1996-2045 13.25 12.59 .65 3.12 4.48 -1.36 16.37 17.07 -.71 
75-years: 

1996-2070 13.19 12.73 .46 3.15 4.82 -1.67 16.34 17.55 -1.21 

High Cost: 
25-years: 

-4.45 1996-2020 
50-yeais: 

1996-2045 

13.61 14.79 -1.18 3.09 6.36 -3.27 16.70 21.15 -4.45 1996-2020 
50-yeais: 

1996-2045 13.46 17.28 -3.82 3.21 10.51 -7.29 16.67 27.79 -11.11 
75-years: 

1996-2070 13.50 19 16 -5.67 3.30 12 96 -9.67 16.80 32.12 -1533 

' The taxable payroll for HI Is significantly larger than the taxable payroll lor OASDI because Ihe HI lax­
able maximum amount was eliminated beginning 1994, and because HI covers all Federal civilian 
employees. Including those hired before 1984, ail Slate and local government employees hired after April 
1, 1986, and railroad employees. Combined OASDI and HI rates are compuled as the sum ol the sepa­
rately derived rates for eacti program. 
^ For valuation periods. Income rates Include t>eglnnlng trust lund balances and cost rales include an end­
ing lund target equal to 100 percent of annual expenditures by the end of Ihe period. 

Note: Totals do not necessarily equal the sums of rounded components. 
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B. LONG-RANGE ESTIMATES OF SOCIAL SECURITY 
TR UST FUND OPERATIONS IN DOLLARS 

This appendix presents long-range projections in dollars of the opera­
tions of the combined OASI and DI Trust Funds and in some cases the 
HI Trust Fund. It provides the means to track the progress of the 
funds during the projection period. Meaningful comparison of current 
dollar values over long periods of time can be difficult because of the 
tendency toward inflation. Some means of removing inflation is thus 
generally desirable. Several economic series, or "indices," are provided 
to allow current dollars to be adjusted for changes in prices, wages, 
and certain other aspects of economic growth during the projection 
period. 

The selection of a particular index for adjustment of current dollars 
depends upon the analyst's decision as to which index provides the 
most useful standard for adjusting dollar amounts, over time, to cre­
ate values that are appropriately comparable. Table I I I . B l presents 
five such indices for adjustment. 

One of the most common forms of standardization is based on some 
measure of change in the prices of consumer goods. One such price 
index is the Consumer Price Index for Urban Wage Earners and Cleri­
cal Workers (CPI-W, hereafter referred to as "CPI") which is published 
by the Bureau of Labor Statistics, Department of Labor. This is the 
index used to determine annual increases in OASDI monthly benefits 
payable after the year of initial eligibility The CPI is assumed to 
increase ultimately at annual rates of 3.0, 4.0, and 5.0 percent for the 
low cost, intermediate, and high cost sets of assumptions (alternatives 
I , I I , and I I I , respectively). Constant-dollar values (those adjusted by 
the CPI) are provided in table III.B2. 

Another type of standardization combines the effects of price inflation 
and real-wage growth. The wage index presented here is the "SSA 
average wage index," as defined in section 215(i)(l)(G) of the Social 
Security Act. This index is used to make annual adjustments to many 
earnings-related quantities embodied in the Social Security Act, such 
as the contribution and benefit base. The average annual wage is 
assumed to increase ultimately by 4.5, 5.0, and 5.5 percent under the 
low cost, intermediate, and high cost alternatives ( I , I I , and III) , 
respectively. 

The taxable payroll index adjusts for the . effects of changes in the 
number of workers and changes in the proportion of earnings that are 
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taxable, as well as for the effects of price inflation and real-wage 
growth. The OASDI taxable payroll consists of all earnings subject to 
OASDI taxation, adjusted for the lower effective tax rate on multiple-
employer "excess wages," and including deemed wage credits for mili­
tary service. 

The gross domestic product (GDP) index adjusts for the growth in the 
aggregate amount of goods and services produced in the United 
States. Values adjusted by GDP (see appendix C) indicate their rela­
tive share of the total output of the economy. No explicit assumptions 
are made about growth in taxable payroll or GDP. These series are 
computed reflecting the other more basic economic and demographic 
assumptions, as discussed in section II .H. 

Discounting with interest is another way of adjusting current dollars. 
The series of interest-rate factors included here is based on the aver­
age of the assumed annual interest rates for special public-debt obli­
gations issuable to the trust funds. This series is slightly different 
from the interest rates used to create summarized values elsewhere in 
this report, where the actual jdeld on currently held trust fund assets 
is used for each year. Ultimate nominal interest rates, compounded 
semiannually, are assumed to be approximately 6.0, 6.3, and 6.5 per­
cent for the low cost, intermediate, and high cost alternatives (1, I I , 
and I I I ) , respectively. 
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Table III.Bl.—Selected Economic Variables by Alternative, 
Calendar Years 1995-2070 

[GDP and taxable payroll in billions( 

Calendar year 
Inlermediale: 

1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 

2010 
2015 
2020 
2025 
2030 
2035 
2040 
2045 
2050 
2055 
2060 
2065 
2070 

Low CosI: 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 

2010 
2015 
2020 
2025 
2030 
2035 
2040 
2045 
2050 
2055 
2060 
2065 
2070 

Adjusted 
CPl' 

SSA average 
wage Index 

Taxable 
payroll 

Gross 
domestic 
product 

Compound 
inleresl-rale 

lactor 

97.34 $24,669.85 S2.920 $7,248 0.9346 
100.00 25,638.88 3.046 7,581 1.0000 
103.25 26.713.19 3,188 7,964 1.0647 
106.56 27,765.16 3,340 8,360 1.1350 
110.20 28,920.03 3,498 8,779 1 2100 
114.04 30,141.03 3,667 9,229 1 2904 
118.20 31.438.18 3,854 9,724 1.3756 
122.81 32,866.13 4,059 10,274 1 4665 
127.75 34.448.89 4,284 10,869 1.5634 
132.81 36.150.94 4,523 11,507 1.6667 
138.14 37,968.04 4,782 12,189 1.7768 

168.07 48,457.91 6,316 16,219 2.4244 
204.49 61.845.96 8,241 21,315 3.3048 
248.79 78,932.86 10,630 27,747 4 5050 
302.69 100.740.55 13,664 36.011 6.1410 
368.27 128.573.31 17,588 46.803 8.3711 
448.05 164.095.75 22,758 61.142 11.4111 
545.12 209.432 41 29,400 79,750 15.5551 
663.23 267.294.72 37,791 103,498 21.2040 
806.92 341.143.31 48,459 133,994 28.9044 
981 74 435.394.91 62,061 173,256 39 4011 

1.194.43 555,686.44 79,554 224,229 53.7097 
1.453.21 709,212.31 102,001 290,266 73 2146 
1.768.05 905,154.38 130,720 375,569 99.8028 

97.65 24,695.70 2,921 7,253 .9346 
100.00 25,681.63 3,070 7,631 1 0000 
102.80 26.825.33 3,249 8,076 1 0641 
105.87 28.004.92 3,439 8,554 1.1332 
109.06 29.285.34 3,643 9,056 1.2064 
112.32 30.612.08 3,857 9,577 1.2861 
115.71 31.959.65 4,075 10,116 1 3707 
119.17 33,376.61 4,305 10,671 1.4594 
122.75 34,870.04 4,535 11,251 1.5527 
126.40 36.430 05 4,783 11,862 1.6511 
130.18 38.091.67 5,044 12,509 1 7538 

150 92 47.469.16 6,523 16,220 2.3581 
174.95 59.155.23 8,355 20,829 3.1691 
202.82 73.718.19 10,604 26,551 4.2590 
235 12 91.866.27 13,445 33,830 5.7237 
272.57 114.482.10 17,139 43,333 7.6922 
315.99 142.665.53 22,008 55,912 10.3377 
366 31 177.787.22 28,290 72.218 13.8930 
424.66 221.555.20 36,286 93.077 18.6711 
492.30 276,098.09 46,460 119.747 25.0924 
570.71 344.068.44 59,534 154.183 33.7220 
661 61 428.771.97 76,388 198.785 45.3196 
766.98 534,327 94 98,100 256,513 60.9057 
889.14 665,869.81 125,941 330.893 81.8522 

176 



Operations in Dollars 

T a b l e I I I . B l . — S e l e c t e d E c o n o m i c V a r i a b l e s by A l te rna t ive , 

C a l e n d a r Y e a r s 1995 -2070 ( C o n t ) 

[GDP and taxable payroll in billionsj 

Gross Compound 
Adjusted SSA average Taxable domestic inleresl-rale 

Calendar year C P l ' wage index^ payrolp product laclor'' 

High Cost: 
1995 97.40 $24,581 39 S2.918 5 7,24 2 0 9346 
1996 100.00 25.350.67 3.003 7,400 1.0000 
1997 103.12 26.228.37 3.076 7,652 1.0638 
1998 108.65 27.628.78 3.265 8 216 11319 

'1999 114.50 28.834.17 3.4 0 9 8.490 1 2119 
2000 119.64 30.201.60 3,521 8.897 1.3062 
2001 125.62 31.756.04 3.737 9.559 1 4111 
2002 131.86 33.309.98 3,973 1 0 204 1 5191 
2003 138.49 35.014.17 4.212 10855 1 6294 
2004 145.38 36.859.70 4,454 11.534 1.7467 
2005 152.67 38.841.32 4,715 12,264 1.8684 

2010 194.85 50.764.07 6.370 16 766 2 5725 
2015 248.68 66.346.64 8.479 22.583 3 5370 
2020 317.38 86,712.41 11.133 30.064 4 8631 
2025 405.07 113.329.65 14,509 39.749 6.6864 
2030 516.98 148,117.31 18,903 5 2.54 0 9.1933 
2035 659.82 193,583.41 24.664 69,544 12.6400 
2040 842.11 253.005.78 31.997 91.527 17 3790 
2045 1,074.77 330,668.41 41,216 119,606 23 8946 
2050 1,371.71 432.170.38 52.855 155.602 32.8532 
2055 1.750.69 564,829.44 67.591 201.862 45 1704 
2060 2.2.34.37 738.209.63 86.337 201.577 62.1056 
2065 2 .85169 964,810.38 110,277 338.941 85.3900 
2070 3.639.56 1.260.968.63 140.822 439.082 117.4043 

' The CPI used to adjust OASDI benetils is Ihe Consumer Price Index lor Urban Wage Earners and Cler­
ical Workers (CPI), as defined by Ihe Bureau ol Labor Statistics, Department ol Labor. The values shown 
are adjusted by dividing the calendar-year annual average CPI by Ihe analogous value lor 1996. and mul­
tiplying Ihe result by 100. thereby initializing the CPI at 100 for 1996. 

^ The "SSA average wage index" is defined in section 215(i){ l )(G) ot l l ie Social Security Act; it is used in 
the calculations ol initial benefits and the automatic adjustment ol the contribution and benelit base and 
other wage-indexed program amounts. 

^ Taxable payroll consists ol total earnings subject lo OASDI contribution rates, adjusted to include 
deemed wages based on military service and to reflect Ihe lower elleclive contribution rates (compared to 
the combined employee-employer rale) which apply lo multiple-employer "excess wages. ' 

The compound interest-rate laclor is based on the average ol Ihe assumed annual interest rates tor 
special public-debt obligations issuable lo the trust lunds in the 12 months ol the year, under each alter­
native. 

Table III.B2 shows estimated operations of the combined OASI and DI 
Trust Funds in constant 1996 dollars (i.e., adjusted by the CPI index­
ing series as discussed above). Items included in the table are: income 
excluding interest, interest income, total income, total outgo, and 
assets at the end of the year. Income excluding interest consists of 
payroll-tax contributions, income from taxation of benefits, and mis­
cellaneous reimbursements from the general fund of the Treasury. 
Outgo consists of benefit payments, administrative expenses, net 
transfers from the OASI and DI Trust Funds to the Railroad Retire­
ment program under the financial-interchange provisions, and pay­
ments for vocational rehabilitation services for disabled beneficiaries. 
These estimates are based on the low cost, intermediate, and high 
cost sets of assumptions (alternatives I , I I , and III) . 
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Table III.B2.—Estimated Operations of the Combined OASI and DI Trust Funds in 
Constant 1996 Dollars^ by Alternative, Calendar Years 1996-2070 

(In billionsj 

Income 
excluding Interest Total Assets at 

Calendar year interest income income Outgo end ol year 

Intermediate: 
1996 S386.5 S38.4 S424.9 S354.6 $566 4 
1997 3892 41.2 430.4 361.0 617.9 
1998 3953 44.0 439.3 367 2 670.7 
1999 400 3 46.7 447.0 373.6 722.0 
2000 406.1 49.5 455.7 380.6 772 8 
2001 412.0 52.3 464.3 387.7 822 2 
2002 417 6 54.9 472.5 394.5 869 3 
2003 4238 57 4 481 2 401.6 915.3 
2004 430 2 59 9 490.2 409.5 961.0 
2005 . 4379 62 5 500.4 417 7 1.006 6 

2010 478.1 728 550.9 468.1 1.223.8 
2015 516.6 79 2 595.8 543.8 1.315.5 
2020 552 0 70.1 622.1 638.9 1.137 0 
2025̂ ^ 587 3 40.2 627.5 731.5 613.9 

Low Cost: 
1996 388.5 38.5 426.9 353.6 569 4 
1997 398.5 41.8 440 4 359.1 635 1 
1998 409.3 45.5 454 8 364.0 707 5 
1999 4206 498 470.4 369.6 787.5 
2000 432.2 54.8 487 0 375.7 876.0 
2001 444.2 60.1 504.2 382.0 972 6 
2002 455.4 65 7 521.2 388.5 1.077.1 
2003 465.9 71 7 537 7 395 1 1.188.1 
2004 476 9 78.0 554 8 402 3 1.306 4 
2005 489.1 84.5 573.6 409.9 1.432.1 

2010 548.0 119.4 667 4 466.4 2.1274 
2015 609.3 160.5 769.7 557.4 2,8298 
2020 671 3 194.5 865 7 671.3 3.399.4 
2025 738.2 217.4 955.6 786.1 3,778.0 
2030 815 0 230.6 1.045 6 894.5 3 995 3 
2035 904 4 240 6 1.145.0 985.6 4,170.3 
2040 1.002.9 256.1 1.259 0 1,060.4 4,453 1 
2045 1,109.7 282.0 1.391.7 1.145 7 4 9152 
2050 1,226 2 317.0 1.543.2 1.251.9 5.531.7 
2055 1.356 6 358.7 1.715.3 1.384.5 6 260 4 
2060 1.502.5 406.3 1.908 8 1,530.6 7 091 3 
2065 1.664 9 462.7 2.127 6 1.685.6 8 079 8 
2070 1,844.1 530.5 2.374 7 1.857.8 9.268 7 

High Cost: 
1996 382.9 38.3 421.2 355.7 561 6 
1997 375.1 40 2 415.3 363 3 596 5 
1998 378.9 41.3 420 2 363.4 622 9 
1999 376.5 43.0 419.4 372.7 637.8 
2000 373.4 44 3 417 7 383.4 644.7 
2001 376 2 44.7 420.9 390 3 644 7 
2002 381.3 44.5 425.8 398.8 641.1 
2003 385.0 44.0 429 0 407.0 632 5 
2004 387 9 43.0 430.9 415.4 618.0 
2005 391.8 41.5 433.3 423.9 598 0 
2010 417.6 27.9 445 5 466.4 437 9 
2015^ 439.4 80 447.4 525.9 97 9 

' The adjustment Irom cun-ent to constant dollars is by the CPI indexing series shown in table III B1 
^ Estimates tor later years are not shown because the combined OASI and DI Tmst Funds are estimated 
to become exhausted in 2029 under alternative II and in 2016 under alternative III 
Note: Totals do nol necessarily equal Ihe sums ol rounded components. 
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Figure I I I . B l provides a comparison of outgo with total annual income 
(including interest) and annual income excluding interest, for the 
OASDI program under intermediate assumptions. All values are 
expressed in constant dollars, as shown in table III.B2. The difference 
between the income values for each year is equal to the trust fund 
interest earnings. Thus the figure illustrates the fact that, under 
intermediate assumptions, combined OASDI expenditures wil l be 
payable from (1) current tax income alone through 2011, (2) current 
tax income plus a portion of annual interest income for years 2012 
through 2018, and (3) current tax income, annual interest income, 
plus a portion of the principal balance in the trust funds for years 
2019 through 2028, i.e., through the year preceding the year of trust 
fund exhaustion. 

Figure III.Bl.—Estimated OASDI Income and Outgo in Constant Dollars, 
Based on Alternative II by Calendar Year 

[In billions] 

~i I I TT r~| I—I—r-l—|-T—I—I—I—I—r—i—i—i—|—i—i—i—i—|—i—i—r-

1995 2000 2005 2010 2015 2020 2025 2030 

Calendar Year 

179 



Appendices 

Table III.B3.—Estimated Operations of the Combined OASI and DI Trust Funds in 
Current Dollars by Alternative, Calendar Years 1996-2070 

[In billionsi 

Income 
excluding Interest Tolal Assels at end 

Calendar year inlerest income income Outgo ot year 

Inlermediale: 
'996 S386.5 $38.4 S424.9 S354.6 S566 4 
'997 401.8 42.5 444.3 372 7 638 0 
1998 421.2 46.9 468 1 391 3 714 8 
1999 441.1 51.5 4926 411 8 795 6 
2000 463 2 5G.5 519.7 434 1 881 2 
2001 4 87.0 6 1 8 548.8 4 58.2 97 1 8 
2002 512.8 6 7 4 580.2 4 84 5 1 067 5 
2003 541.4 73.4 614.7 513.0 11693 
2004 571.4 79.6 651.0 54 3 9 1 276 4 
2005 605.0 86.3 691.3 577 0 1,390.6 

2010 803 6 122.3 925.9 786.8 2 056 8 
2015 1,056.3 162.0 1.218.4 1.112 1 2 689 9 
2020 1.373.2 174.5 1,547.7 1 589 5 2 828 8 
2025' 1.777.7 121.8 1,899.4 2.214.0 1,858.1 

Low Cost: 
1996 388.5 38.5 426.9 353.6 569 4 
'997 409.7 43.0 452.7 309.2 052 9 
'998 433.3 48.2 481.4 385.4 749 0 
'999 45H.7 54.3 513.0 4 03.1 858 9 
2000 4 8 5.5 61.5 547.0 4 2 1 9 983 9 
2001 514.0 69 5 583.5 442.0 1 1254 
2002 542.7 7 8 4 621.1 4 G3.0 1 283 5 
2003 571.9 880 660.0 485 0 1458 5 
2004 602.8 98.5 701.3 508 5 1 651 3 
2005 6.36.7 110.0 746.7 533 6 1,864.4 

2010 827 0 180.2 1.007 2 703.9 3 2106 
2015 1,065.9 280.7 1.346.7 975 2 4 950 8 
2020 1.361 5 394.4 1.755.9 1,361.6 6 894 7 
2025 1,735 8 511.1 2.246.9 1.84 8 3 8 882 9 
2030 2.221.4 628.6 2,850.0 2.438.2 10 890 1 
2035 2.857.7 760.3 3.618.0 3 114.4 13 177 7 
2040 3.673.9 938.2 4.612.1 3.884.4 16 312 5 
2045 4,712.5 1,197 4 5.909.9 4.865.4 20 872 8 
2050 6,036.5 1.560.4 7,596.9 6,163.1 27 232 4 
2055 7.741.9 2.047.3 9.789.2 7,9013 35 728 8 
2060 9,940 8 2.688.0 12,628.7 10.126.7 46 916 7 
2065 12,769.7 3.548.5 16.318.3 12.928.1 61 970 7 
2070 16.396.8 4,717.3 21.114.1 16.518.8 82.411.8 

High Cost: 
'996 382.9 38.3 421.2 355 7 561 6 
1997 386.8 41.4 428.2 374 7 615 1 
1998 411.6 44.9 456 5 394.8 676 8 
1999 431.0 49.2 480.2 426.7 730 3 
2000 446.7 53.0 499.7 458.6 7713 
2001 472.6 56.2 528.7 490.2 809 9 
2002 502.7 58.7 561.4 525.9 845 4 
2003 53,3.3 60.9 594.2 563.6 876 0 
2004 564.0 C2.5 626 5 604 0 898 5 
2005 598.2 63.4 661.5 647 1 912.9 

2010 813 7 54.5 868 1 908.8 853 2 
2015 1.092.7 19̂ 9 1.112.7 1.307.8 243.5 

' Estimates lor later years are not shown because Ihe combined OASI and DI Trust Funds are estimated 
to become exhausted in 2029 under alternative II and in 2016 under alleniative III. 

Note. Totals do not necessarily e(|ual the sums ol rounded components. 
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Table III.B3 shows estimated operations of the combined OASI and DI 
Trust Funds in current dollars—that is in dollars unadjusted for price 
inflation. Items included in the table are: income excluding interest, 
interest income, total income, total outgo, and assets at the end of the 
year. These estimates, based on the low cost, intermediate, and high 
cost sets of economic and demographic assumptions (1, I I , and III), are 
presented to facilitate independent analysis. 

T^ible III.B4 shows estimated income (excluding interest) and esti­
mated total outgo (excluding the cost of accumulating target trust 
fund balances) of the combined OASI and DI Trust Funds, of the HI 
Trust Fund, and of the combined OASI, DI, and HI Trust Funds, 
based on the low cost, intermediate, and high cost sets of assumptions 
(alternatives I , I I , and III) described earlier in this report. For OASDI, 
income excluding interest consists of payroll-tax contributions, pro­
ceeds from taxation of OASDI benefits, and miscellaneous transfers 
from the general fund of the Treasury. Outgo consists of benefit pay­
ments, administrative expenses, net transfers from the trust funds to 
the Railroad Retirement program, and payments for vocational reha­
bilitation services for disabled beneficiaries. For HI , income excluding 
interest consists of contributions (including contributions from rail­
road employment), proceeds from the taxation of OASDI benefits, and 
payments from the general fund of the Treasury for contributions on 
deemed wage credits for military service. Total outgo consists of out­
lays (benefits and administrative expenses) for insured beneficiaries. 
Income and outgo estimates are shown on a cash basis for the OASDI 
program and on an incurred basis for the HI program. 

Table III.B4 also shows the difference between income excluding 
interest and outgo, which is called the balance. The balance indicates 
the size of the net cash flow from tax income and expenditures to the 
funds. 
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Table III.B4.—Estimated OASDI and HI Income Excluding Interest, Outgo, and 
Balance in Current Dollars by Alternative, Calendar Years 1996-2070 

[In billionsj 

Calendar 
year 

OASDI HI Combined 

Calendar 
year 

Income 
exclud­

ing 
interest Outgo balance 

Income 
exclud­

ing 
inlerest Outgo Balance 

Income 
exclud­

ing 
inlerest Outgo Balance 

Inlermediale: 
1996 $386 S355 S32 $110 $130 -$19 $497 $484 $13 
1997 . . 402 373 29 116 142 -26 518 514 3 
1998 421 391 30 122 154 -33 543 546 -3 
1999 . . 441 412 29 128 168 -40 569 580 -11 
2000 . . . 463 434 29 134 182 -48 597 616 -19 
2001 487 458 29 141 197 -56 628 655 -27 
2002 . . . 513 484 28 149 213 -64 662 697 -35 
2003 . . . 541 513 28 158 230 -72 699 743 -44 
2004 571 544 27 167 248 -81 738 792 -54 
2005 . . . 605 577 28 177 268 -91 782 845 -63 

2010 . . . 804 787 17 237 391 -155 1.040 1,178 -138 
2015 . . . 1.056 1,112 -56 314 582 -268 1.370 1,694 -324 
2020 . . . 1.373 1.589 216 413 868 -455 1.786 2,457 -671 
2025 . . 1.778 2.214 436 540 1.269 -729 2.318 3,483 -1.165 
2030 . . 2.301 3.005 703 704 1.837 -1.132 3.006 4,841 -1.836 
2035 . . . 2.988 3.955 966 920 2.581 -1.661 3.908 6,536 -2.628 
2040 . . 3.867 5.084 -1 217 1,193 3.513 -2.320 5.060 8,597 -3.537 
2045 . . . 4,977 6.542 -1 565 1,539 4.675 -3.135 6,516 11.216 -4.700 
2050 6,394 8.487 -2 093 1,983 6,150 -4.167 8,377 14.637 -6.260 
2055 8,209 11.122 -2 913 2,555 8,061 -5.506 10,764 19.183 -8.419 
2060 . 10,548 14.565 -4 017 3,294 10,655 -7.362 13,842 25.221 -11,379 
2065 . . 13,549 18.965 -5 415 4,242 14,192 -9.950 17,791 33.157 -15,366 
2070 . . . 17,390 24.620 -7 230 5,456 18,921 -13.465 22,846 43.541 -20,695 

Low Cost: 
1996 . . . 388 354 35 111 129 -18 499 483 17 
1997 410 369 41 117 140 -23 527 509 18 
1998 . . . 433 385 48 124 152 -27 558 537 21 
1999 459 403 56 132 164 -32 590 567 24 
2000 485 422 64 139 176 -36 625 598 27 
2001 . . . 514 442 72 147 188 -41 661 630 31 
2002 . . 543 463 80 156 200 -45 698 663 35 
2003 . . . 572 485 87 164 213 -49 736 698 38 
2004 . . 603 508 94 173 226 -53 776 735 41 
2005 . . 637 534 103 182 240 -57 819 773 46 

2010 . 827 704 123 239 319 -81 1,066 1,023 42 
2015 . . . 1,066 975 91 310 432 -122 1,376 1,407 - -31 
2020 . . 1,361 1.362 0 400 586 -186 1.761 1,948 -186 
2025 . . 1,736 1.848 113 514 770 -256 2,250 2,618 -369 
2030 . . . 2,221 2.438 217 662 1,028 -366 2.883 3,466 -583 
2035 . . . 2,858 3.114 257 854 1,363 -508 3,712 4,477 -765 
2040 . . . 3,674 3,884 210 1.099 1,793 -693 4,773 5,677 -904 
2045 . . . 4,712 4,865 153 1.410 2.358 -947 6,123 7,223 -1,100 
2050 . . . 6,037 6,163 127 1.808 3.092 -1.284 7,845 9,255 -1,411 
2055 . . . 7,742 7,901 159 2.322 4.055 -1.733 10,064 11,956 -1,892 
2060 . . 9,941 10,127 186 2.985 5.367 -2.382 12,926 15,494 -2,568 
2065 . . . 12,770 12,928 158 3.838 7.160 -3.322 16,607 20,088 -3,480 
2070 . . . 16,397 16,519 122 4.931 9.567 -4.636 21,328 26,086 -4,758 
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Table III.B4.—Estimated OASDI and HI Income Excluding Interest, Outgo, and 
Balance in Current Dollars by Alternative, Calendar Years 1996-2070 (Cont) 

[In billions] 

Calendar 
year 

OASDI HI Combined 

Calendar 
year 

Income 
exclud­

ing 
interest Outgo Balance 

Income 
exclud­

ing 
interest Outgo Balance 

Income 
exclud­

ing 
interest Outgo Balance 

High Cost: 
1996 . . $383 $356 $27 $109 $129 -$21 S492 $485 $6 
1997 . . . 387 375 12 112 142 -30 499 517 -18 
1998 . . . 412 395 17 119 158 -38 531 553 -22 
1999 . . . 431 427 4 125 174 -49 556 601 -44 
2000 . . . 447 459 -12 130 191 -61 577 649 -73 
2001 . . . 473 490 -18 138 211 -72 611 701 -90 
2002 . . . 503 526 -23 148 233 -85 650 759 -108 
2003 . . . 533 564 -30 157 256 -99 690 820 -130 
2004 . . . 564 604 -40 167 282 -115 731 886 -155 
2005 . . . 598 647 -49 177 309 -132 775 956 -181 

2010 . . . 814 909 -95 243 500 -257 1.056 1.408 -352 
2015 . . . 1.093 1,308 -215 329 822 -493 1.422 2.130 -708 
2020 . 1.448 1,917 -469 442 1,360 -918 1.890 3.277 -1.387 
2025 . . . 1.904 2,746 -842 589 2,209 -1,620 2,493 4.955 -2.462 
2030 . . . . 2.501 3,846 -1,345 782 3,470 •2,688 3,282 7.315 -4.033 
2035 . . . 3.282 5,240 -1,958 1,035 5,164 -4,129 4,317 10.404 -6.087 
2040 . . . 4.276 6,981 -2,706 1,356 7,278 -5.921 5,632 14.259 -8.627 
2045 . . 5,529 9,284 -3,755 1,764 9,789 -8,025 7,293 19.074 -11.780 
2050 . . 7,124 12,402 -5,278 2,286 12,865 -10,578 9,410 25.266 -15,856 
2055 . . . 9,160 16,680 -7,520 2,961 16,842 -13,880 12,122 33.522 -21,400 
2060 . . . 11,769 22,386 -10,617 3,833 22,200 -18,367 15,602 44.586 -28,984 
2065 . . . 15,109 29,811 -14,702 4,953 29,466 -24,513 20,062 59.276 -39,215 
2070 . . . 19,380 39,456 -20,076 6,387 39,179 -32.791 25.767 78.635 -52,868 

Notes 
1. Annual figures are available from the Ollice ol Ihe Actuary, Social Security Administration. 
2. Totals do not necessarily equal Ihe sums ol rounded components. 

Table III.B5 shows estimated future benefit amounts payable to per­
sons attaining age 65 in various years based on retirement at the nor­
mal retirement age and at age 65, for various steady levels of pre­
retirement earnings, based on intermediate assumptions. The benefit 
amount is shown in current dollars, constant dollars (adjusted by the 
CPI indexing series shown in table III.Bl), and as a percentage of 
earnings in the 12-month period preceding retirement. The normal 
retirement age is currently 65 and is scheduled to increase to age 66 
during the period 2000-05 (at a rate of 2 months per year as workers 
attain age 62) and to age 67 during the period 2017-22 (also by 
2 months per year as workers attain age 62). The pre-retirement 
earnings levels shown are: low (earnings at 45 percent of the projected 
SSA average wage index), average (earnings at the amount of the pro­
jected SSA average wage index), and maximum (earnings at the 
amount of the projected OASDI contribution and benefit base). 
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Table 111.85.—Estimated Average Benefit Amount Payable^ to Retired Workers 

With Various Steady Pre-Retirement Earnings Levels Based on 

Intermediate Assumptions, Calendar Years 1996-2070 

Year Age Current dollars Constant 1996 dollars'^ Percent ot earnings 
attain al 
age retire­ Maxi­ Maxi­ Aver­ Maxi­
65^ ment Low" Averaqe mum^ Low" Average mum^ Low" age mum^ 

Retirement at normal retirement age: 

1990 65:0 S6.459 $10,658 $15,013 $6,459 $10,658 $15,013 58.2 43.2 24.5 
2000 65:0 7.461 12.312 17.920 6.514 10.749 15.645 57.3 42.6 2 5 4 
2005 65:6 9.493 15.669 23.663 0.687 11.037 16.668 56.9 42.3 26.6 
2010 6 6 0 12.268 20.287 31,641 6.965 11.517 17.963 56.3 41.9 27.3 
2015 66 0 15.652 25.898 4 1.092 7.303 12.084 19.174 56.2 41.9 27.7 
2020 00:2 20.109 33.267 52,977 7.662 12.676 20.185 56.1 41.8 27.8 
2025 67 0 26.657 44.174 70.229 8.080 13.389 21.287 56.0 41.8 27.7 
2030 67:0 34.025 56.372 89.626 8.477 14.044 22.328 56.0 41 8 27.7 
2035 67 0 43.440 71,903 114,332 8.895 14.730 23.411 56 0 41 8 27.7 
2040 6 7 0 55.432 91.841 145,564 9,329 15.457 24.499 56.0 41.8 27.6 
2045 67:0 70.759 117.221 185.561 9,788 16.215 25.669 56.0 41 8 27.6 
2050 67:0 90.312 149.609 236.779 10.268 17,010 20.922 56.0 41.8 27.6 
2055 67:0 115.259 190.942 302.192 10,771 17.844 28,241 56.0 41.8 27.6 
2060 67:0 147.105 243.702 385,689 11,299 18.719 29.625 56.0 41.B 27.6 
2065 67:0 187.752 311.041 492.232 11.853 19.637 31.076 50.0 41.8 27.0 
2070 67:0 239.632 396.971 628.235 12.435 20.599 32.600 56.0 41.8 27.6 

Rotiromeiit at ago 65: 

1996 65:0 $6,459 Si 0.658 $15,013 $6,459 $10,658 $15,013 58.2 43.2 24.5 
2000 65.0 7.461 12.312 17.920 6.514 10.749 15.645 57.3 42.6 2 5 4 
2005 65 0 8.994 14.857 22.430 6.461 10.672 16.112 55.3 41.1 25.9 
2010 65:0 10.968 18.108 28.150 6.476 10.691 16.620 52.8 39.2 25.4 
2015 65.0 13.990 23.105 36.662 6.789 11.212 17.791 52.8 39.2 25.9 
2020 65 0 17.639 29.137 46.474 7.036 11.622 18.537 52.1 38.8 25.8 
2025 6 5 0 21.166 34.964 55.781 6.939 11.462 18.287 49.0 36.4 24.3 
2030 C5.0 27,017 44,020 71.192 7.280 12.023 19.183 49.0 36.4 24.3 
2035 65:0 34,483 56.949 90,800 7.037 12.613 20.111 49.0 36.4 24.3 
2040 65:0 44,006 72.685 115.620 8.011 13.231 21.047 49.0 36.4 24 2 
2045 65:0 56.178 92.768 147,393 8.405 13.880 22.053 49.0 36.4 24 2 
2050 65:0 7 1.698 118.402 188.065 8.817 14.501 23.128 49.0 36.4 24.2 
2055 05:0 91.504 151.114 240,030 9,249 15,274 24,262 49 0 30.4 24.2 
2060 65:0 116.800 192.869 306.346 9.704 16.023 25.451 49.0 36.4 24.2 
2065 65:0 149,067 246.158 390.975 10.179 16.809 26.698 49.0 36.4 24.2 
2070 65:0 190.256 314.172 498.997 10.678 17.633 28.006 49.0 36.4 24 2 

' Annual benefit amount is the benelit payable tor the 12-inonlh period starling with Ihe month ot retire-
ment. 
^ Assumed to attain age 65 in January ol the year 

^ The adjustment Irom current to constant dollars is made using the CPI indexing series shown in table 
III Bl 

" Earnings equal to 45 percent ol average. 

^ Earnings equal to the OASDI contribution and benefit base. 
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C. LONG-RANGE ESTIMATES OF SOCIAI. SECURITY 
TR UST FUND OPERATIONS AS A PERCENTAGE 

OF GROSS DOMESTIC PRODUCT 

This appendix presents long-range projections of the operations of the 
combined Old-Age and Survivors Insurance and Disability Insurance 
(OASI and DI) IVust Funds and of the Hospital Insurance (HI) IVust 
Fund expressed as a percentage of gross domestic product (GDP). 
While expressing these fund operations as a percentage of taxable 
payroll is the most useful approach for assessing the financial status 
of the programs, (see table 1I.F13 and appendix A), analyzing them as 
a percentage of GDP provides an additional perspective on these fund 
operations in relation to the total value of goods and services pro­
duced in the United States. 

Table I I I .CI shows estimated income excluding interest, total outgo, 
and the resulting balance of the combined OASI and DI 'lYust Funds, 
of the HI Ti-ust Fund, and of the combined OASI, DI, and HI Trust 
Funds, expressed as percentages of GDP on tbe basis of each of the 
three alternative sets of assumptions. The estimated GDP on which 
these percentages are based is also shown in table I I I .CI . For OASDI, 
income excluding interest consists of payroll-tax contributions, pro­
ceeds from taxation of benefits, and various reimbursements from the 
general fund of the Treasury. Total outgo consists of benefit payments, 
administrative expenses, net transfers from the trust funds to the 
Railroad Retirement program, and payments for vocational rehabili­
tation services for disabled beneficiaries. For HI , income excluding 
interest consi-sts of contributions (including contributions from rail­
road employment) and i)ayments from the general fund of the Trea­
sury for contributions on deemed wage credits for military service. 
Total outgo consists of outlays (benefits and administrative expenses) 
for insured beneficiaries. Both the HI income and outgo are on an 
incurred basis. 

The OASDI balance (income excluding interest, less outgo) as a [per­
centage of GDP is projected to be positive on the basis of the low cost 
alternative I through 2020, but with decreasing deficits after 2030. 
The OASDI balance is projected to be positive through 2010 on the 
basis of the intermediate alternative I I and through 1999 on the basis 
of the high cost alternative I I I , before becoming permanently nega­
tive, with increasing deficits. The projected HI balance as a percent­
age of GDP, however, is negative, with increasing deficits, throughout 
the long-range period under all three alternatives. The combined 
OASDI and HI balance as a percentage of GDP is projected to be posi-
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tive through 2010 under the low cost alternative 1, through 1997 
under the intermediate alternative I I , and through only 1996 under 
the high cost alternative I I I . Between 2010 and about 2030, under all 
three alternatives, both the OASDI and HI balances as percentages of 
GDP are projected to decline substantially because the "baby-boom" 
generation reaches retirement age during these years. After balances 
cease to be positive under the intermediate and high cost alternatives, 
the size of annual deficits increases fairly steadily for the OASDI and 
HI programs, both separately and combined. 

By the year 2070, the combined OASDI and HI balances as percent­
ages of GDP, based on the three alternatives, are projected to differ by 
a relatively large amount: from a deficit of 1.44 percent for the low 
cost alternative 1 to a deficit of 12,04 percent for the high cost alterna­
tive I I I , Projected balances differ by a much smaller amount by the 
year 2005: from a positive balance of 0.37 percent for the low cost 
alternative I to a deficit of 1.48 percent for the high cost alternative 
I I I . 

The summarized long-range (75-year) balance as a percentage of GDP 
for the combined OASDI and HI programs varies by a relatively large 
amount (from a deficit of 0.60 percent, based on the low cost alterna­
tive I , to a deficit of 6.29 percent, based on the high cost alternative 
III ) . The 25-year summarized balance varies by a smaller amount 
(from a positive of 0.23 percent to a deficit of 1.98 percent). Summa­
rized rates are calculated on the present-value basis including the 
trust fund balances on January 1, 1996 and the cost of reaching and 
maintaining a target trust fund level equal to 100 percent of annual 
expenditures by the end of the period. (See section II.F for further 
explanation.) 
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Table III.C1.—Estimated OASDI and HI Income Excluding Interest, Outgo, and Balance 
as a Percentage of GDP by Alternative, Calendar Years 1996-2070 

Percenlage of GDP 
OASDI HI Combined GDP in 

dollars 
(billions) 

In-
Calendar year come' 

Out­

go 

Bal­
ance 

In­
come ' 

Out­

go 

Bal­
ance 

In­
come ' 

Out­

go 

Bal­
ance 

GDP in 
dollars 

(billions) 

Intermediate: 
1996 5.10 4 68 0.42 1.46 1.71 -0.25 6 55 6.39 0.17 7.581 
1997 . . . . 5.05 4 68 .37 1.46 1.78 -.32 6.50 6.46 .04 7.964 
1998 . . . . 5.04 4 68 .36 1.46 1.85 -.39 6.49 6.53 -.03 8.360 
1999 . . . . 5.02 4 69 .33 1.46 1.91 -.46 6.48 6 6 0 - 12 8,779 
2000 . . 5.02 4.70 .32 1.46 1.97 -.52 6.47 6 6 8 - 20 9,229 
2001 5 0 1 4.71 30 1.45 2.03 - 57 6 46 6.74 - 28 9,724 
2002 4.99 4.72 .28 1.45 2 07 -.62 6 4 4 6.79 -.34 10,274 
2003 4 98 4.72 .26 1.45 2.12 -.66 6.43 6.83 -.40 10,869 
2004 4.97 4.73 .24 1.45 2.16 -.71 6.42 6.88 -.47 11,507 
2005 4.96 4.73 23 1.45 2.20 -.75 6.42 6.93 - 52 12,189 

2010 4.95 4.85 10 1 46 2.41 - 95 6.41 7.26 -.85 16,219 
2015 4.96 5 2 2 -.26 1.47 2.73 -1.26 6.43 7 95 -1 52 21,315 
2020 . . . . 4.95 5.73 -.78 1 49 3.13 -1.64 6.44 8.86 -2.42 27,747 
2025 4.94 6 15 -1.21 1.50 3.52 -2.02 6 44 9.67 -324 36,011 
2030 . . . . 4.92 6.42 -1.50 1.51 3.92 -2.42 6 4 2 10 34 -3.92 46.803 
2035 . . . . 4.89 6.47 •1.58 1.50 4.22 -2.72 6 39 10.69 -4.30 61.142 
2040 4.85 6.37 -1 53 1 50 4.40 -2.91 6.34 10.78 -4.43 79.750 
2045 . . . : 4.81 6.32 -1.51 1.49 4 52 -3.03 6.30 10.84 -4.54 103.498 
2050 . . . . 4.77 6.33 -1.56 1 48 4.59 -3.11 6.25 1092 -4 67 133.994 
2055 4.74 6.42 -1.68 1 47 4.65 -3.18 6.21 11.07 -4.86 173,256 
2060 4.70 6.50 -1.79 1.47 4.75 -3.28 6 17 11.25 -5.07 224,229 
2065 4.67 6.53 •1.87 1.46 4.89 -3.43 6.13 11.42 - 5 2 9 290,266 
2070 . . . . 4.63 6.56 -1.93 1.45 5.04 -3.59 6.08 11.59 • 5 5 1 375.569 

Summarized rates:^ 
25-year: 

1996-2020. 5 3 1 5.16 .14 1.54 2.46 -.91 6 8 5 7.62 -.77 — 50-year: 
1996-2045. 5.13 5.66 -.53 1.52 3 14 -1.62 6.65 8.80 -2 15 — 75-year 
1996-2070. 5.02 5.85 -.83 1.51 3.55 -2 04 6 54 9.40 -2.86 — 

Low Cost: 
1996 5.09 4.63 .46 1.45 1.69 -.24 6 54 6.33 .22 7,631 
1997 5.07 4.57 .50 1.45 1.73 - 28 6.53 6 30 .22 8,076 
1998 5 0 7 4.51 .56 1.45 1 77 - 32 6 52 6.28 .24 8,554 
1999 5.07 4.45 .61 1.46 1.81 -.35 6.52 6.26 .26 9,056 
2000 5.07 4.41 .66 1.46 1.84 -.38 6.53 6 2 4 .28 9.577 
2001 . . . . 5.08 4.37 .71 1.46 1.86 -.40 6.54 6.23 .31 10.116 
2002 . . . . 5.09 4.34 .75 1.46 1 88 - 4 2 6.54 6 22 33 10.671 
2003 . . . . 5.08 4.31 .77 1.46 1.89 -.44 6 5 4 6.20 .34 11.251 
2004 5.08 4.29 .80 1.46 1.91 -.45 6.54 6.19 .35 11.862 
2005 . . . . 5.09 4.27 .82 1.46 1.92 -.46 6 55 6 18 .37 12.509 

2010 5.10 4.34 .76 1.47 1.97 -.50 6.57 6.31 .26 16.220 
2015 . . . . 5.12 4.68 .44 1.49 2.07 -.58 6.61 6.75 -.15 20.829 
2020 . . . . 5 13 5.13 .00 1.51 2.21 -.70 6.63 7 34 - 70 26.551 
2025 . . . . 5 13 5.46 -.33 1.52 2.28 - 76 6.65 7.74 -1 09 33.830 
2030 . . . . 5.13 5.63 -.50 1.53 2 37 - 84 6.65 8.00 -1.34 43.333 
2035 5 11 5.57 -.46 1.53 2.44 -.91 6.64 8.01 -1 37 55.912 
2040 5.09 5.38 -.29 1.52 2.48 -.96 6 6 1 7 86 -1.25 72.218 
2045 . . . . 5.06 5 2 3 -.16 1.52 2.53 -1.02 6 5 8 7 76 -1.18 93.077 
2050 . . . . 5.04 5.15 -.11 1.51 2.58 -1 07 6.55 7 73 -1.18 119.747 
2055 5.02 5.12 -.10 1.51 2.63 -1 12 6.53 7.75 -1.23 154,183 
2060 5.00 5.09 -.09 1.50 2 70 -1.20 6.50 7 79 -1.29 198,785 
2065 4.98 5.04 -.06 1.50 2 79 -1.30 6 47 7.83 -1.36 256,513 
2070 4.96 4.99 -.04 1.49 2 8 9 -1.40 6 45 7.88 -1.44 330,893 
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Table III.CI.—Estimated OASDI and HI Income Excluding Interest, Outgo, and Balance 

as a Percentage of GDP by Alternative, Calendar Years 1996-2070 (Cont) 

Percenlafje ot GDP 

OASDI Coinbined 

CalencUir year 
in­

come' 
Oul- Dal-

i l l ICO 

In­
come' 

Oul-

yo 

Bal­
ance 

Ill-
come ' 

Out­

go 

Bal­
ance 

dollars 
(billions) 

Sui i i i i iar i /ed r a t e s ' 
25-year: 

1996-2020. 5 4 1 4.71 0.70 1.55 2.03 -0.4 8 G.flG G.74 0.23 
50-year: 

1996-2045. 5.28 5.02 26 1.54 2.18 -.G'l G.82 7.20 -.38 — 75-ycar 
1996-2070. 5.21 5.o:) 18 1 53 2.31 -.70 fi.74 7.34 -.60 — 

|-lic|h CosI: 
' 1996 . . . . 5 17 4.81 .37 1.47 1.75 • 2 8 G.G4 6.56 .09 7.400 
1997 . . . 5.0(3 4.90 16 1.46 1.86 -.39 0.52 6.75 -.24 7.652 
1998 . . . 5.01 4.81 .20 1.45 1.92 •47 G 4G 6.73 -.26 8.216 
1999 . . 5.08 5 03 .05 1 48 2 05 • 57 C 55 7.08 - 52 8.490 
2000 5.02 5 16 -.13 1.4G 2.14 • GH G.48 7.30 - 82 8.897 
2001 4.94 5.13 -.18 1.45 2 21 - 7G 6.39 7.33 - 9--1 9.559 
2002 . . 4 93 5 15 -.23 1.45 2 28 -.83 G 37 7.43 -I.OG 10.204 
2003 . . . . 4.91 5.19 -.28 1.45 2.36 -.91 6.36 7.55 •1.19 10.855 
2004 . . . . 4.89 5.24 -.35 1.44 2.44 -1 00 C.33 7.68 -1.34 11.534 
2005 4.88 5 2U -.40 1.44 2 52 •1.08 G.32 7.8(1 -1.48 12.264 

2010 . . . . 4.85 5.42 -.57 1.45 2.98 -1.53 6.30 8.40 -2.10 16.766 
2015 4.84 5.79 -.95 1.46 3.64 -2.18 6.30 9.43 -3.14 22.583 
2020 . . . . 4.82 (5.38 -1.56 1 47 4.52 -3 05 6.29 10 90 -4.61 30,064 
2025 . . . . 4.79 6.91 -2.12 1.48 5.56 -4.08 G.27 12.47 -G.I9 39.749 
2030 4.76 7.32 -2.56 1.49 6.C0 -5 12 6 25 13.92 •7.68 52.540 
2035 4.72 7.53 -2 81 1.49 7.43 -5 94 6 21 14.9C •8.75 G9.544 
2040 4.G7 7 63 -2.96 1.48 7.95 -6.47 G.I 5 15 58 •9 43 91.527 
20-15 . . . . 4.62 7.76 -3.14 1.47 8.18 -6 71 G.IO 15 95 •9.85 119.606 
2050 . . . . 4 58 7.97 -3 39 1 47 8.27 -G.ao G.05 16 24 -10.19 155.602 
2055 4.54 8.26 -3.73 1.47 8.34 -6 88 G.OO 16.61 -10.60 201.8G2 
2060 . . . . 4.50 8.56 -4.0G 1.47 8.49 -7.02 5.96 17.05 -11.08 26 1.577 
2065 . . . . 4.46 n.80 -4.34 1.46 8.69 -7.23 5.92 17.49 -11.57 338.941 
2070 . . . . 4.4 1 8.99 -4.57 1.45 S.92 -7.47 5.87 17.91 •12.04 439.082 

SiiiTiiTiarizod lali 
25-voar: 

1996-2020. 5 24 5 G9 -.46 1.54 3.06 -1.52 G 77 8 75 -1.98 
50-yoar. 

199G-2045. 5.01 6.43 -1.42 1.51 4.80 -3.29 6.52 11.24 -4 71 
75-yerir 

1996-2070. 4.88 6.94 -2.05 1.50 5.74 •4 24 G.39 12 68 -6.29 — 
' Income oxclucles inlcrosi on the trust tund.s. 

^ Summarized rales are calculated on the present-value basis including Ihe value ol Ihe Irusl lunds on 
January 1. 1996 and Ihe cost ol reaching and mainlainintj a larrjel Irusl UJIKI level equal lo 100 percent ot 
annual expenditures by Ihe end ol Ihe [leriod. 

Note: Totals dn nol necessarily eciual Ihe sums ol rounded components 

The difference between trust fund o|)erations exjiressed as jjercent-
ages of taxable payroll and those expressed as percentages of GDP 
can be seen by analyzing the estimated ratios of OASDI taxable pay­
roll to GDP, which are presented in table III.02. HI taxable |)ayroll is 
about 20 percent larger than the OASDI tfLxable payroll throughout 
the long-range period (see appendix A for a detailed description of the 
difference). The cost as a percentage of GDP is approximately equal to 
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the cost as a percentage of taxable payroll multiplied by the ratio of 
taxable payroll to GDP. 

Table III.C2.—Ratio of OASDI Taxable Payroll to GDP by Alternative, 

Calendar Years 1996-2070 

Calendar year liilennediate Low Cost High CosI 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 . 
2005 . 

2010 . 
2015 . 
2020 . 
2025 . 
2030 . 
2035 . 
2040 . 
2045 
2050 
2055 
2000 . 
2065 . 
2070 . 

0.402 
.400 
400 
.398 
.397 
.396 
395 
.394 
.393 
.392 

.389 

.387 

.383 

.379 

.376 
372 
.369 
.365 
.362 
.358 
.355 
.351 
.348 

0.402 
.402 
.402 
.402 
.403 
.403 
.403 
.403 
.403 
403 

.402 

.401 

.399 

.397 

.396 

.394 

.392 

.390 

.388 

.386 

.384 

.382 

.381 

0 406 
.402 
.397 
.402 
.396 
.391 
.389 
.388 
.386 
.385 

.380 
375 
.370 
.365 
.3G0 
.355 
.350 
.345 
.340 
.335 
.330 
.325 
.321 

Projections of GDP for the first several years were based on assumed 
quarterly changes in real GDP and the GDP implicit price deflator 
Thereafter, projections of GDP were based on the projected increases 
in U.S. employment, labor productivity, and the GDP implicit price 
deflator. Productivity projections are consistent with assumed 
changes in the level of average earnings, the ratio of earnings to 
worker compensation, the ratio of worker compensation to GDP, and 
average hours worked per year (see section II.H). 

Projections of taxable payroll, which are described in detail in section 
II .H, were based on the projected increases in covered employment 
and average taxable earnings. Therefore, the projected increases in 
taxable payroll differ from projected increases in GDP primarily to the 
e.xtent that average taxable earnings are assumed to increase more 
slowly than is productivity and to the extent that OASDI program 
coverage of emi)loyment changes over time. 

The long-range trend in the ratio of taxable payroll to GDP reflects 
the assumed trend in the ratio of wages to total employee compensa­
tion—i.e., wages plus fringe benefits. The ratio of wages to total 
employee cimipensation declined at average annual rates of 0.37 per­
cent for the 40 years 1955-94 and 0.34, 0.50, 0.51, and 0.12 percent for 
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the 10-year periods 1955-64, 1965-74, 1975-84, and 1985-94, respec­
tively. Ultimate future annual rates of decline in the ratio of wages to 
employee compensation are assumed to be 0.1, 0.2, and 0.3 percent for 
alternatives I , I I , and I I I , respectively. An additional factor that has 
made the overall ratio of taxable payroll to GDP decline in recent 
years is the decline in the ratio of taxable earnings to covered earn­
ings, as a result the relatively greater increases in earnings for per­
sons with earnings above the benefit and contribution base. This 
decline in the taxable ratio is assumed to continue at a slower pace 
through the end of this century. 

Between 1983 and 2015, however, the tendency toward decreases in 
the ratio of taxable payroll to GDP, discussed above, is at least par­
tially offset by the gradually expanding OASDI coverage of Federal 
civilian emploj'ment resulting from the 1983 amendments. 

For the low cost alternative I , the ratio of taxable payroll to GDP is 
projected to be nearly constant through the year 2005, and then to 
decrease for the remainder of the long-range period. For the interme­
diate and high cost alternatives, the ratio of taxable payroll to GDP is 
projected to decrease essentially throughout the long-range period. 
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D. TEN YEAR HISTORY OF ACTUARIAL BALANCE 
ESTIMATES 

This appendix chronicles the recent history of the primary measure of 
long-range actuarial status, namely the actuarial balance, as shown 
in the annual reports for 1986 and later. Actuarial balance is defined 
in detail in section II.F, Actuarial Estimates. Conceptually the two 
basic components of actuarial balance are the summarized income 
rate and the summarized cost rate. Both rates are expressed as per­
centages of taxable payroll. For any given period, the actuarial bal­
ance is the difference between the present value of tax income for the 
period, and the present value of the outgo for the period, each divided 
by the present value of taxable payroll for all years in the period. Also 
included in the calculation of the actuarial balance are: 

• The amount of the trust fund balances on hand at the beginning 
of the valuation period, as shown in the reports for 1988 and 
later, and 

• The present value of a target trust fund balance equal to 100 per­
cent of the amount of annual outgo to be reached and maintained 
by the end of the valuation period, as shown in the reports for 
1991 and later. 

I t should be noted that the current method of calculating the actuarial 
balance based on present values, though used prior to the 1973 
Annual Report, was not used for the annual reports of 1973-87. 
Instead, a simpler method that approximates the results of the 
present-value approach, called the "average-cost" method, was used 
during that period. Under the average-cost method, the sum of the 
annual cost rates (which are expressed as percentages of taxable pay­
roll) over the 75-year projection period was divided by the total num­
ber of years, 75, to obtain the average cost rate per year The average 
income rate was similarly calculated, and the difference between the 
average income rate and the average cost rate was called the actuar­
ial balance. 

In 1973, when the average-cost method was first used, the long-range 
financing of the program was more nearly on a pay-as-you-go basis. 
Also, based on the long-range economic and demographic assumptions 
then being used, the annual rate of growth in taxable payroll was 
about the same as the annual rate at which the trust funds earned 
interest. In either situation (i.e., pay-as-you-go financing, where the 
annual income rate is the same as the annual cost rate, or an annual 
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rate of growth in taxable jiayroll eijual to the annual interest rate), 
the average-cost method produces the same result as the j^resent-
value method. However, by 1988, neither of these situations still 
existed. 

As a result of lijgislation enacted in 1977 and in 1983, substantial 
increases in the trust funds were estimated to occur well into the next 
century, so that the program was |5artially "advance funded," rather 
than being funded on a pay-as-you-go basis. Also, because of declines 
in long-range fertility rates and average real-wage growth that were 
assumed in the annual reports over the i)eriod 1973-87, the annual 
rate of growth in taxable earnings assuinetl for the long range became 
significantly lower than the assumed interest rate. Therefore, during 
the period 1973-87, the results of the average-cost method and the 
l)resent-value method began to diverge, and by 1988 they were quite 
different. While the average-cost method still accounted for inost of 
the effects of the assumed interest rate, it no longer accounted for all 
of the interest effects. The present-value method, of course, d(.>es 
account for the full effect of the assumed interest rates. So, in 1988, 
the present-value method of calculating the actuarial balance was 
resumed. 

A positive actuarial balance indicates that estimated income is more 
than sufficient to meet estimated trust fund obligations for the period 
as a whole. A negative actuarial balance indicates that estimated 
income is insufficient to meet estimatetl trust fund obligations for the 
entire period. An actuarial balance of zero indicates that the esti­
mated income exactly matches estimated trust fund oliligations for 
tbe jieriod. 

Table l l l . D l shows the (Estimated OASDI actuarial balances, as well 
as the summarized income and cost rates, for the last 10 annual 
rejiorts (]98(i-95), along with the estimates for the current rejiort. Tbe 
values shown are based on the intermediate alternative I I assump­
tions, or alternative 11-B for years prior to 1991. 
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Table III.D1.—Long-Range Actuarial Balances for the OASDI Program as Stiown for 
the Intermediate Assumptions^ in the Trustees' Reports Issued in Years 1986-96 

[As a percentage ol laxable payroll] 

Summarized Summarized Actuarial Change Irom 
Year ot report income rate cost rale balance previous year 

1986 12.96 13.40 -0.44 -0.03 
1987 12.89 13.51 -.62 -.18 
1988 12.94 13.52 -.58 +.04 
1989 13.02 13.72 -.70 -.13 
1990 13.04 13.95 -.91 -.21 

1991 13.11 14.19 -1.08 -.17 
1992 13.16 14.63 -1.46 -.38 
1993 13.21 14.67 -1.4G - 00 
1994 13.24 15.37 -2.13 -.66 
1995 13 27 15.44 -2.17 -.04 

1996 13.33 15.52 -2.19 -.02 

' Values shown are based on Ihe intemiediale alternative II assumptions lor 1991-96. and on the intenne-
diate alternative ll-B assumptions lor 1986-90. 

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

Rebenchmarking of the National Income and Product Accounts, and 
changes in demographic assumptions contributed to the change in 
actuarial balance for 1987. Various changes in assumptions and meth­
ods for the 1988 report had roughly offsetting effects on the actuarial 
balance. In 1989 and 1990, changes in economic assumptions 
accounted for most of the changes in the estimated actuarial balance. 
In 1991, the effect of legislation, changes in economic assumptions, 
and the introduction of the cost of reaching and maintaining an end­
ing trust fund target combined to produce the change in actuarial bal­
ance. In 1992, changes in disability assumptions and the method for 
projecting average benefit levels accounted for most of the change in 
the actuarial balance. In 1993, numerous small changes in assump­
tions and methods had offsetting effects on the actuarial balance. In 
1994, changes in the real-wage assumption, disability rates, and the 
earnings sample used for projecting average benefit levels accounted 
for most of the change in the actuarial balance. In 1995, numerous 
small changes had largely offsetting effects on the actuarial balance, 
including a substantial reallocation of the payroll tax rate, which 
reduced the OASI actuarial balance, but increased the DI actuarial 
balance. Changes affecting the actuarial balance shown for the 1996 
report are described in section II.F2g. 
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E. ACTUARIAL ANALYSIS OF BENEFIT DISBURSEMENTS 
FROM THE FEDERAL OLD-AGE AND SURVIVORS 

INSURANCE TRUST FUND WITH RESPECT TO 
DISABLED BENEFICIARIES 

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

Effective January 1957, monthly benefits have been payable from the 
OASI Trust Fund to disabled children aged 18 and over of retired and 
deceased workers in those cases for which the disability began before 
age 18. The age before which disability is required to have begun was 
subsequently changed to age 22. Effective February 1968, reduced 
monthly benefits have been payable from this trust fund to disabled 
widows and widowers at ages 50 and above. Effective January 1991, 
the requirements for the disability of the widow or widower were 
made less restrictive. 

On December 31, 1995, about 772,000 persons were receiving monthly 
benefits from the OASI Trust Fund because of their disabilities or the 
disabilities of children. This total includes 46,000 mothers and fathers 
(wives or husbands under age 65 of retired-worker beneficiaries and 
widows or widowers of deceased insured workers) who met all other 
qualifying requirements and were receiving unreduced benefits solely 
because they had disabled-child beneficiaries (or disabled children 
aged 16 or 17) in their care. Benefits paid from this trust fund to the 
persons described above totaled $4,202 million in calendar year 1995. 
Table III.E 1 shows these and similar figures for selected calendar 
years during 1960-95, and estimated experience for 1996-2005 based 
on the intermediate set of assumptions. 
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Table III.El.—Benefit Disbursements From the OASI Trust Fund With Respect to 
Disabled Beneficiaries, Selected Calendar Years 1960-95 and Estimated Future 

Disbursements During 1996-2005 Based on Intermediate Assumptions 
[Beneliciaries in thousands; benelit payments in millions] 

Disabled beneliciaries. end ol year Amount ol benelit payments' 

Widows- Widows-
Caiendar year Total Children^ widowers' ' Total Children^ widowers" 

Historical data: 
1960 117 117 — S59 S59 — 
1965 214 214 — 134 134 — 
1970 316 281 36 301 260 S41 
1975 435 376 58 664 560 104 
1980 519 460 59 1,223 1.097 126 
1985 594 547 47 2.072 1.885 187 

1986 614 565 49 2.219 2.022 197 
1987 629 580 49 2,331 2,128 203 
1988 633 584 49 2.518 2.307 211 
1989 651 602 49 2.680 2.459 221 
1990 662 613 4 9 2.882 2.649 233 

1991 687 627 61 3.179 2.875 304 
1992 715 643 72 3.459 3.079 380 
1993 740 659 81 3.752 3.296 456 
1994 758 671 86 3.973 3.481 492 
1995 772 681 91 4.202 3.C72 531 

Eslimates: 
1996 794 698 96 4.442 3.865 577 
1997 809 713 96 4,711 4 098 613 
1998 823 728 96 4.980 4.350 630 
1999 837 743 95 5.267 4.620 647 
2000 851 757 93 5.569 4.906 664 

2001 863 771 92 5.882 5.204 678 
2002 874 785 89 6.216 5.528 688 
2003 885 798 86 6.571 5.873 697 
2004 894 811 84 6.949 6.240 709 
2005 904 823 81 7.344 6.622 721 

' Beginning in 1966. includes payments lor vocational rehabilitation services. 

^ Also includes certain mothers and lathers (see text). 

^ In 1984 and later years, only disabled widows and widowers aged 50-59 are included because disabled 
widows and widowers aged 60-64 would be eligible lor Ihe same benelit as a nondisabled aged widow or 
widower; Iheretore. they are not receiving benelits solely because ot a disability. 

" In 1983 and prior years, rellects the ottselting ellect ol lower benelits payable lo disabled widows and 
widowers who continue to receive benelits alter attaining age 60 (62. tor disabled widowers, prior to 
1973) as compared to the higher nondisabled widow's and widower's benefits lhal would otherwise be 
payable. In 1984 and later years, only benefit payments to disabled widows and widowers aged 50-59 are 
included (see footnote 3). 

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

Total benefit payments from the OASI Trust Fund with respect to dis­
abled beneficiaries are estimated to increase from $4,442 million in 
calendar year 1996 to $7,344 million in calendar year 2005, based on 
the intermediate assumptions. 

In calendar year 1995, benefit payments (including expenditures for 
vocational rehabilitation services) with respect to disabled persons 
from the OASI Trust Fund and from the DI Trust Fund (including 
payments from the latter fund to all children and spouses of disabled-
worker beneficiaries) totaled $45,140 million. Of this amount, $4,202 
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million or 9.3 percent represented payments from the OASI Trust 
Fund. These and similar figures for selected calendar years during 
1960-95 and estimates for calendar years 1996-2005 are presented in 
table II1.E2. 

Table III.E2.—Benefit Disbursements Under the OASDI Program With Respect to 
Disabled Beneficiaries, by Trust Fund, Selected Calendar Years 1960-95, 

and Estimated Future Disbursements During 1996-2005 
Based on Intermediate Assumptions 

(Amounts in millions] 

OASI Tnjst Fund 

Calendar year Total' 
DI Trust 

Fund^ Amount^ 
Percenlage 

ol total 

$627 S568 S59 9.4 
1.707 1.573 134 7.9 
3.386 3.085 301 8.9 
9.169 8.505 664 7.2 

16.738 15.515 1.223 7.3 
20.908 18.836 2.072 9.9 

22.075 19.856 2.219 10.1 
22.858 20.527 2.331 10.2 
24.226 21,708 2.518 10.4 
25.591 22.911 2.680 10.5 
27.717 24,835 2,882 10.4 

30.877 27,698 3.179 10 3 
34.583 31,124 3.459 10.0 
38.378 34,626 3.752 9.8 
41,730 37.757 3.973 9.5 
45.140 40.937 4.202 9 3 

48,725 44.284 4.442 9.1 
52,658 47.948 4.711 8.9 
56.624 51.645 4.980 8 8 
60,914 55.647 5.267 8.6 
65.793 60.224 5.569 8.5 

70.988 65.106 5.882 8.3 
76.597 70.381 6.216 8 1 
82.927 76.356 6.571 7 9 
89.941 82.992 6.949 7.7 
97.485 90.141 7.344 7.5 

Historical data. 
1960 . . . . 
1965 
1970 
1975 
1980 
1985 

1986 
1987 
1988 
1989 
1990 

1991 
1992 
1993 
1994 
1995 

Estimales: 
1996 . . 
1997 . . 
1998 . . 
1999 . . 
2000 . . 

2001 
2002 
2003 
2004 
2005 

' Fjeginning in 1906. includes payments lor vocational rehabilitation services. 
Benefit payments lo disabled workers and Iheir children and spouses. 

^ Benefit payments lo disabled children aged 18 and over, to certain mothers and tattlers (see text), and 
to disabled widows and widowers (see footnote 4. table III E1) 

Note: Totals do nol necessarily equal Ihe sums ot rounded components. 
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Federal Register Notice 

F. FEDERAL REGISTER 
NOTICE 

S o c i a l S e c u r i t y A d m i n i s t r a t i o n 

Office of the Commissioner 

1996 Cost-of-Living Increase and Other 
Determinations 

A G E N C Y : Social .Si;<:urity Adiiiini.'^trHtion 

A C T I O N : Notice. 

S t J M M A R Y : T lu : t^onnnis.siuncr li;is detiir-
l l i i l u jd— 

( D A 2.(; [nircenl. cast.-of-livinjL; iti(;re;i.s(j in 
.Social .Security bcnerit-s under t i t l e I I . elTect.ive 
for December 199.5; 

('2) An increiise in t.lie Kederal ,Siippli.'iiiont;il 
.Security Income (SSI) mont hly heiiefif. 
nmountK under t i t le XVI fur l'J'.)(; to .$47(1 for 
an e l i j^b le ind iv idua l . .$705 for :u\ elif,'il>le i i id i -
v id i in l wit.li an (•lifjihle .s|«)ii.si;, and ,$2:!.5 for an 
(:ss(;nt.ial p<jr.soii: 

(,'J) The i ia t iunal averaf^e wa;.,'e index fur 1994 
lo Ije .$2:).7.5:)..5:): 

(4) Tli(.'(.)I(I-A^e, .Survivor.s. and Disab i l i ty 
Insurance (OASDI) con t r i l i u l io i i and li<-nelil. 
base to l)(! ,$()2.7II(I for r(; inui ierat inn |)aid in 
1991) and s(.'lf-(;nipl()yment. income eaniet l in 
taxable years l)ef,'innin(,'in 199(;: 

(.5) T i le iiiunt.Iily exempt, anioui i ts under the 
.Social .S<;cnril.y rel.ireinent. eariiinf^s ti.'st. for 
f i ixal i le years eiidin/, ' in calendar year I99(i lo 
he $9(i() for l><;nel]ciaries aj^e (;.5 t lirouf^li ()9 and 
$(>9() for beneliciaries under a^'e ().5: 

(()) The dol lar ainouMl.s ("hend point.s") iist.'d 
in t.he h(Mieli1. funnn la for workers who liecoine 
el i f j ib le for l iei ief i ls in 199(1 ami in I.IK' for in i i la 
for coii ipuli i i f , ' i nax in iun i fami ly l ieneli ts: 

(7) The amount.{)f(.'arnin;.,'s a person niiist. 
have to he cret l i led wit.l i a q i ia r le r of cov(;ra(;e 
i l l I99(; to be SlMd; 

(8) 'ITie "old- law" co l i l r ibu f inn and benefit, 
liase to b(' $4(i..5IIO for 1996: 

(9) T I K - O A S D I fund rat io l o b e 128.3 perctMil. 
for 1995: and 

(10) Tlifr domestic work(.'r covera;„'e t l i resi iuld 
to be $1,000 for I99(;. 

F O R F U R T H E R I N F O R M A T I O N C O N ­
T A C T : . leffr i jy I,. Kunke l . Onice of the Actuary. 
.Social .Security Admin i s t ra t i on , ( iddl .S(.'ciirit.y 
BoiiI(;var(I, Uall. i inore. M D 2r2: !5 . (41(1) 9(i5. 
: i ( I I : ! . A sui i i iMary of the informal. ion in th is 
annoii i icei iMji i l is av.-iilable in a rijcorded iiies-
safje by le l i ;p l in i i in t ' (4 1 0) 9(;.5-:i(l.5:!. Tl i is tele 
p l iom; Miess,i(^e w i l l he ii|Mla1e<I lo r«;tlect 
clian^'es lo t.he cost-of-l iving' btjnefi l increase 
and other determii ial . io i is. I i i fo rn ia l io i i relali i i f, ' 
to this annoiinceniei i t . is .also avai lable on t in ; 
.Social .Security Admin is t ra t ion 's World Wide 
Web serv( ' r—l i f t p://www.ssa.f;ov. 

SUPPLEMENTARY INFORMATION: 1 he 
Coii i i i i issinner is r(^t|uiri'<I by I lie .Social ,Secii-
ril.y Act (I IK- Act) to publ ish wit.li in 4.5 days 
al ter 1 ll(; close of the t. l i ini calciidar ([UarbT of 
1995 the benelit increase |»:rceiita;,'(! ami the 
revised table of "sfiecial n i i i i i i i i i im" beiiefit.s 
(sect ion 2 1.5(i)(2)( I 111. Also, l l ie (•:oniliiissioner 
is re(iuired to publ ish on or br.Tore November 1 
the iiHt.loiial av(.Ta^'e waf;e index for 1991 (so*-, 
l ion 2I.5(a)( IXD)) . I I K ; OA.SUI fund rat io for 
199.5 (s(^<:l.ion 2 1.5( i l(2)((;)(ii 1). Mir- OA.SDI coii-
I r i bn l ion ;in(I ln-nefit base for I 99() (section 
2;IO(a)). the aii iouiit. of earnings ref|i i ir i :t i to be 
cre-dited w i th a ( j iL i r ler of cov(;raf,'(! in 1996 
(sc-cfioii '2I.!((I)(2)1. the n iont l i ly excMiipt 
aniount-s under I I K ; .Social ,S(-ciirity ret irei i ienf. 
eani in t 's test, for 1996 (s(-ct.ioii '2():i(n(8)( A l l . Ihe 
fon i in la for coniput in/.; a p r imary ii isiiralK:*; 
anionnf for workers wl io first becoiiH; c-li^'ible 
ftjr beiif:f i ls or die in 199(1 (sc!clioii 
21 .">(a)( 1 K D)). a lid t lie for i l l l l l . i for ctillipiit.i ll)^ 
lll<; inax in iu i i i anini inl . of benefits payabU: to 
f i le fami ly of a work(;r who first IM-COIIICS el i t j i -
hle Ibr ol(I-a),'e beiielil.s or dies in I99(; (section 
2():!(al(2)(Cl). 

Cost-of-Living Increases 

( i i :ni:ral. 'I'lie-cost.-of-livin^' iiicr(!ase is '2.(> 
IXTceii l for beiir:fits i int ler t i t les II ani l XVI of 
t l l ( ; Act. 

Under 1 it ie 11. ()A.SDI lieii(Tit.s w i l l increase 
by 2.(> percent. bef,'iniiint.' w i t h I he DiHcniher 
199.5 beni.-fit.s, w l i i c l i are payable on . la i i i ia ry :!. 
I99(). This iiicr(.'as(j is base-d on l.lie ai i l l ior i f .y 
cont;iili(.-d i l l st.-iilioii 2 1.5(1) of 1 be Act. (4'2 I )..S.C. 
41.5(1)). 

I.lllder l.ille X V I . F(.-(l(;ral ,S,SI payi in: i l l lc;v(;ls 
w i l l also increase by 2.6 piTceli l. eflViclivc for 
l iay i i ie i i ls ni.acle for llie- ii ioii l. l i of . la i i i ia ry 1996 
bil l , paid on DccenilH-r 29. 199.5. This is basi-*! 
on t.Iie autl iurit.y coi i t i i i i ied in si-iitioii I f i lV of 
f i le Act. 142 1.J..S.C. 1:1820. The perceiilat;(! 
increase effective . la i i i iary 199(1 is tin.; saim.'as 
the l.itli: 11 iierceli laj;!.-increase and f ile an i i i la i 
paynieni anioiint. is rounded, wl ie i i not. a i i i i i l t . i-
Jlle of $12. to t he lli.-xt lower mu l l ipie of $12. 

AntonidtH: Btnicfit ///(.•/•cfr.sc Cnri ipi i fat inn. 
Un<l(;r si-ction 2I.5(i) of the; Act. the th i rd calen­
dar (|i iart(ir of f9'.>.5 is a cost-of-iiviiif^ coi i ip i i ta-
l ion (|narfer for al l the purpos(;s of Mie Act. The 
( 'oi i in i issioi ier is. t.lierefbre. re<iuirt.'(f to 
increase benefits, effective w i t l i D<xreiiiber 
1995. for indiv idu. i ls ent i t led under s(K;t irin 227 
or 228 of t.Iie Act. lo increasr; [ i r i inary insur­
ance aiiioiinl.s nf al l oIlKjr i i i i l i v id i ia ls ent i t led 
under t i t le II n f the Act. and lo i i icriMse i i iaxi-
l i i i l l i i beneti ls payable to a fal i i i ly. For Dei:eni-
ber 199.5. Ihe beiK.-fit. increase is l l ie perc(Milai;e 
iiicn^ase in I.In; C O I I S I I I I K T Price Index Ibr 
IJrbi i i i Wa^M; I-^.ariiers and (^leri( ;il Workt.-rs 
f rom I I K ! th i rd ( | i iar ler of 1991 l l i ron j j i i the 
th i rd qna r l iT of 199.5. 
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Appendi.ct 

Sccl i fni 2ir>(i)( 1 ) ot the A d provides D K I I l l i c 
(•oiisi i i iKT r r i c o hi i lcx for ; i ((isl-oC-Iiviiif^ coiii-
[ t i i t i i l ion <|iiMrUT .shiill be 1 lit- ; i r i l h i i ic l ir M K M I ) 
of I hi.^ i M(l<-\ lor t In: :! inoni hs in 1 h. i l (|ii:ir1er. 
T l h ' i i r i t liriii-t ic riKsiii is roiintic*!, il'ncccss;! ry. 
In I|M> iH'jircsl 0 .1. T h i ' 1 ) i !p ; i r lnu ' i i l of ' l . j ihf t r ' s 
( 'o i i s i i i i i c r I Vici ' I IK It-x for 1 ]r l) ; in Wâ '̂c l-!;irii(Ts 
; i i i t i ( !h ' r i ( ; i l Workors lor oiicli inonlh in llii? 
( | i i ; i r l (T ciHliiit.,' Si 'pti ' inlHT 'M). l!M.M. w;is: lor 
. Inly \ \) ' . ) \ . Mo.8: for AI I^MISI l-KJ.r,; ;Hi(i 

Cor S.'pU-mhrr \ \ m . \ Tl io . i r i ! I i incl ic 
i i i r n i i f()r l i t is CiiictHhir i i i i i i r l c r is lAii.A . T l i c 
rorrcs[»oii(li lit; < lo i is t i i i i iT I ' r n o 1 in lex for i-. 'uli 
i i i o i i l h in I h r <|i i i ir l i-r n i i l i n ^ ' SeptcinlxT MO. 
iW^tr,, wMs: litr -Inly l i l i t o . Mi).!); lor Aii<,'iist 
I'.M.t.', i r . () .2: ;ni( l lor .S<'pt. ' iiilifr li)!)".. ].'.() C. 

T I K - ; i r i l hi i iol ic I I K M I I for t his cii Ic i idi i r ( j i i i i r t I T 
IS 1:~().2. Tints . i)c(;nisc l i ic ( loi is inutT I ' r i t c 
Inttc-x Ibr l l io cjilondMr q i i i i r t r r ending Scptci i i -
I K T \ wry_ oxctvds liiMt (or th<' c j i i t indj i r 
i | t i ; i r l ( ' r ending .SoplcinlMT .10. i'.)'.)'1 liy 2.(J \x r-
IT 111. : i cosI -ol- i i vi n^ bciK'f i l incrri iso of 2.() per­
cenl is el Ted iv(! Ibr i ie i iel i ls under l i t i e i i o f l i i e 
Acl i ief, ' i i inin^' l)(;ceini>er 

'/'///(• / / l i f t i i ' / i l A t t i i i i i i i t ^ . in ijccord;nice w i l ii 
se< I ion 2 1 HI 1) of 1 he Ac l . in I iie C;IS(M)[' insured 
workers i ind f b i n i l y oieiiibers Ibr wiunn el i^ ' i i ) i i -
i ty Ibr Ix ' i iel i ts (i.e.. I lie 'kvorker's ; i l l : i i n inen l ol" 
;i;,'e (i2. or { l is ; ih ihty or i l e j t l i i IxTore M*,'!! (;2) 
oi (nrre<i hefort: !i)i.M). l ie i ief i ls w i l l increitsc liy 
2.() jMirceiit hef^'iiiiiin^' w i t l i l)enelil.s lor i lei 'eni-
lier li)!)") whicl i i i ro p;iyiii)i(! on . I ; in i i ; i ry '.\. 
!!)!)(;. In the Cii.se ofTirsI el i ; , ' i l ) i l i ly ;d'ler li)!)r). 
the 2.(! ])erc(!iit iiicre.ise w i l l nttl. ;ii»i>iy-

i''or (ilif^'ibility i i f l e r 1!)78. ix'iielil.s ^re ^'eiier-
j i i ly dcMeriiiinei! liy A l)enelil Ibrnni l i i j)ritviiled 
by the Siici.'ii Se< iir i1y Ann'ndinenl.s ol' 1!)77 
( I 'o l ) . I , . i)r.-21(b. its describe<l i;iler in l ins 
not ice. 

l-'or ei i f , ' lbi l i ty helbre 1 !)7i). l>enelit.s ;ire (ieter-
i i i ined by nu!;iris OI JI t iei iefi l I j iblt ; . i n jiccor-
d;nice w i t l i se<:tioii 21'>(i)('l) o f t h e Act. tin? 
p r i l l hi ry i n.stir:ini-i: i in ioi i nt s MIKI t i n : i i i ; i x i i n n i i i 
('jiniily lienelits .shown in this l i ible ;ire revised 
Ity ( 1 ) increjisin;.,' by 2.b [)er< ('nt t in- corn-spond­
ing i i i i ionnts esti iblisheil liy I l ie hist cost-ol'-liv-
i i i t ; increii.si; i ind t he hist, extension of I h<: 
l ieiieti l liilii<> niiide tinder .siictiori 2 i r t ( i ) ( ' l ) (to 
relie< l I lie increjisi- in t he ()AS1)I cont r i lmt ion 
; i i i f i iM'iielil b;i.se Ibr li)i)r)): and (2) by tixtondin^' 
l i ie b i i i ie lo retiecl l i i e lii>.;lier n ion t l i iy wn^'o 
Mild reii i ted benelit i in io imts now |Kissibie 
iindi-r the increii.sed cont r ibut ion i ind benelit 
ItMse (itr l i i ! )b. ;is des<Tibed i;iter in tlii.s notict;. 
A copy ol ' th is t i ible ni;iy be obtii ined by w r i t i i i f ; 
lo: .Soeiiil Security Adn i in i s t r i i t i on , OlTicf.' oC 
i'nl»ii<- i iKini r ies . '1100 Annex. Hidt i inore. M i ) 
212:1.^). 

Section 2 i r , ( i ) (2 ) ( i ) l ol t l ie Act ;iiso retpiire.s 
I I IMI . wdieii I lie < M)IIinlissioner determines ;in 
ni i loi iMil ic im rense in Socijii Secnri ly b(;nelils. 
l i l t ! Commissioner si);di [)nl)iisi) in l i te i-'i'li.)-
l - ; i i A l , i ^ K C I S T K i i it revision o l ' t l i e r;in;:e of 

Ibe j i r i n i i i r y insiir;inc(! ;nnoimls nnd corre-
s]}on(H]i^' Muixiniuni I 'liniity bi:ni:lits I I . ISIMI on 
Ihe (Inlhir MUtoinit iirid ot i ier provisions 
described in section 2 ir.(!i)( 1 H<;)(i). 'i'iiese l>eiie-
l i l s i ire r<'rerri'<l to iis "s[)e<:iiii m i n i r n i i i n " liene­
lits .'ind ;ire p;iy;il)it: lo cerb'iin i i i d iv i{ i i i ; i l s w i t h 
lon^' periods of re i i i l iveiy low (Jiiriiin^^s. To qual-
ily for such beiu^nis, ;m ind iv id i i id iiiu.st. h;ive 
;it li:;ist 1 i "yenrs olCovtiriit,'!'.." To e;irn ;) yeiir 
ol" cover;i^'i: (or purposes ol' I lie .S[H'< iid i i i i n i -
n iuni . il |MTson ni i is l eorii i i l ieusl ; i certain 
proportion (2r) percenl Cor yeiirs beCore i ! ) ! ) ! , 
i ind i r . perci.-iit Ibr y«!:irs ;in«;r 1!)!)()) oC t lie "oid-
IMW" <'ont r ib i i t ion i i i id Ix.Miebt l)iis<'. in iic<-or-
diiiice w i t i i seclion 2ir)(n)( i )((^)(i). l i ie l;ibi<^ 
below si lows I lie revise<l ritn^'c oC p r i i i i i i r y 
insur:iiic<> ; i inoi i i i l s MIKI corres|)Oiidin^ i i i i i x i -
i i i n i i i Cuniiiy liiMielil ;)inoimls id ler Iht; 'l.Vi per-
i-ent benelit increjtse. 

Special Minimum Primary Insurance 
Amounts and M îximurn Family Benefits 

Primary Primary 
insurance Number insurance Family 

amount ot years amount benefit 
payable lor ot payable tor payable lor 
Dec. 1994 coverage Dec. 1995 Dec. 1995 

S25.80 11 SC6 40 S39.80 
51.50 12 52.80 79.80 
77.70 13 79 70 119.90 

103 .CO 14 106.20 159.70 
129.50 15 132.80 199.30 
155.50 16 159.50 239.80 
181.50 17 186.20 279.80 
207.60 18 212.90 319.70 
233.50 19 239.50 359.70 
259.30 20 266.00 399.60 
285.60 21 293 00 439.80 
311.40 22 319 40 479.70 
337.60 23 346.30 520.30 
363.60 24 373.00 560.00 
389 50 25 399 60 599.70 
415 70 26 426.50 640 40 
441.70 27 453.10 680.20 
467 50 28 479.60 720 00 
493.40 29 506.20 760.10 
519.40 30 532.90 799.90 

Se( l ion 227 oCllie Acl. proviiles f l ; i t - r ; i l e iten-
e(ils lo il worker who becjinie ii^'e 72 before 
!!)()!) iHid WMS nol insured under 1 lie i is i in i 
r t jqni rcmenls , MIHI to his or her sj)nuse or sur­
viving' spouse. Section 228 o f t h e Act provides 
s in i i i i i r bci iel i ls nl ;t^'e 72 for ce rb i i i i in t ins i i red 
[KTsoiis. Ti le cnrrtuit n io i i lh ly benefit, i imoui i l 
ol $188.50 for ; t i i i nd iv id i i id under s.'̂  I i fnis 227 
Mild 228 of I lie Acl is incre;tse<l by 2.() per tcnl 
lo o i i l i i i n f he new i i r i iouni oCSl i ' . l . ' lO. The 
presenl monl l i iy bermfit i i i i iount of $i)'l.;U) for ;t 
spouse under section 227 is iiicr<';ised liy 2.b 
[M-rceiit to $i)b.70. 
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Federal Register Notice 

' n t h : X V I l i t i h ' f i f A n i n i i i i t s . I n a c c o r d a n c e 

w i t h sr.H-tioii I I i l 7 o f t i l l ! A c l . P ( - d e r a l .S.SI b e n e ­

fi t , a i n o u n t s f o r t h e a ) ; e d . b l i n d , a n d d i s a b l e d 

a r e i n c r e a s e d b y 2 . 6 p i T c e n t . e f f e c t i v e . J a n u a r y 

I 9 9 ( ; . T h e r e f o r . ; , f l u ; y ( ; a r l y i- 'e<leral S.SI b e n e f i t , 

a l i i o l l i i t s n f ,$,5,49(1 f o r a n (;I i | i , ' i l i le i n d l v i i l i i a l . 

$8 .2 '14 f o r a n ( ; l i t ^ b l e i n d i v i d u a l w i t . l i a n t i l i ^n -

l i l e s i i o i i s i ; . a n d $ 2 , 7 4 8 f o r a n ( -ss<;nt ia l | x ; r s o n . 

w i i i c l i bcx-a l i ie ( ; fTecf ive . l a i i i i a r y 199.5. ar<; 

i i i c r e a . s e d . e f f c r t i v e . l a i i i i a r y 1 9 9 6 . t o .$.5.(MO. 

.$8.4( :0 . a n d $ 2 , 8 2 0 . r (? i | ) f ; c t i ve l y . a f l e r r o i i i i i l -

i i if, '. T h e c o r r e s p o n d i n g i i i o i i t I i l y a i n o i i n t . s I b r 

1 9 9 6 a r e d ( ; l e r n i l l i i - < l b y d i v i d i n - ; the; y e a r l y 

a m o u n t s b y 12 . f , ' i v i ny .$47(1. $70.5. a n d .$2.3.5. 

resp<;<:l. iv(;ly. T h e n i o n i l i t y a m o u n t , is re< l i ic ( . i l 

b y s i i l i l r a c t . i i i y i i i o i i U i l y c o i i i i t a l i l e i n c o m e . I n 

t h e c a s e o f a n e l i f j i b l e i n d i v i d u a l w i t l i a n elif, ' !-

I i l e s | x ) i i s e . t i l l ; a i i i o i i n t . [ l a y a b l e is f u r t h e r 

d i v i d e d e q u a l l y I ) e f . w « ; i i f.I ie t w o s p o i i s ( ; s . 

National Average Wage Index f o r 1994 

( - n : n r r u l . Un<I<;r v a r i o u s p r o v i s i o n s o f t i n ; Act . , 

s e v e r a l a i n o i i n t . s a r e s c h e d u l e d t o i n c r ( ; a s e 

a u t o m a t i c a l l y f o r 1 9 9 6 bas(. 'd o n t i n ; a n n u a l 

i i i c rea .s ( ; i n t h e n a t i o n a l a v e r a g e ; w a g e i n d e x . 

T i i e s e i n c l u d e ; ( 1 ) I h e O A . S D I c o l i t r i l i i i t i o i i a n d 

b e n e l i t ba.se. (21 t h e r i ; t . i r e n i e i i t t e s t e x e m p t 

a i i i o i i i i t s . ( 3 ) l l i< ; d o l l a r a m o u n t s , o r " b ( ; i i d 

p o i n t s . " i n t l u ; p r i m a r y i n s u r a n c e a i i i o i n i t . a n d 

i i i a x i i i i i i i i i f a m i l y b(; i i<; f i l . f o r m u l a s . ( 4 ) t . Iu; 

a i i i o i i i i t o f ( ; a r i i i i i g s r ( ; q n i r e ( l f o r a w o r k e r t o be 

cr(Hlit(.-<I w i t h a ( l u a r t e r o f cove rage ; . ; i i i { l (.5) l i t e 

" o l d l a w " c o n t r i b u t i o n a n d b e n e l i l l i a s i ; (as 

( l e l e r m i n e d u n d e r sec : t ion 2 3 0 o f t h e A c l . as i n 

e f fec t , b e f o r e t h e 1 9 7 7 a m e n d m e n t s ) . I n a d d i ­

t i o n . I ' u b . I,. I ( ) : i - : i 8 7 . ( ; i i ac t ( x l ( ) c t o b ( ! r 2 2 . 

1 9 9 4 . r ( ; q i i i r e s l l i a t . t h e " d o m e s t i c e m p i o y c N ; 

c o v e r a g e t h r e s h o l d " a l s o b e b a s e d o n c h a n g e s 

i n t h e n a t i o n a l a v e r a g e w a g e ; i i i i l ( ; x . 

C n n i p u U l t - i o f l . T h e ( l 4 ; l e r i l l i l l ; d i o l i o f t i n ; 

n a t i o n a l a v e r a g e w a g e i n d e x f o r c a l e n d a r y i ; a r 

1 9 9 4 is base<l o n t t i e 1 9 9 : ! n a t i o n a l a v e r a g e 

w a g e i n d e x o f .$2.'!. 1:12.67 a n i i o i i i i c c - d i n t he 

K K D K K A l , R E C I . S T K R o n O c t o b e r : ! 1 , 1994 (.59 

F R 5 4 4 ( ; 4 ) , a l o n g w i t h t h e p e r c e n t a g e i n c r e a s e 

i n a v e r a g e w a g e s f r o m 1 9 9 3 t o 1 9 9 4 i n e a s i i r e i l 

b y a n n u a l w a g e d a t a t a h i i l a t e d b y t h e .Social 

. S e c u r i t y A d m i n i s t r a t i o n ( .SSA). T h e w a g e ; d a t a 

t a b u l a t e d b y .S.SA i n c l u d e c o n l r i b i i t i o n s l o 

i l e f e r r e t l f ; o m p e n s a l . i o n p l a n s , a s r e q i l i r ( ; d b y 

s e c t i o n 2 ( ) 9 ( k ) o f t h e A c t . T h e a v e r a g e ; a m o i i i i t - s 

o f w a g e s c a l c u l a t e d < l i r ( ; c l l y f r o m t h i s d a t a 

w e r e . $ 2 2 , 1 9 1 . 1 4 a n d .$22 ,786 .7 : ) f o r 199: ) a n d 

1 9 9 4 , r e s j i e c l i v e l y . T o i l < ; t< ; rn i i ne l l i e i i a l i o n a l 

a v e r a g e w a g e i n d e x f o r 1994 ;it a I(;v(;I t l i a l . is 

c o n s i s t e n t w i t h t h e n a t i o n a l a v ( - r a g ( ; w a g e 

i n d e x i n g .ser ies f o r 1 9 5 1 t h r o u g h I 9 7 7 ( p i i b -

l i s h t s l D e c e m b e r 2 9 , 1 9 7 8 , a t •!:) F R C I O H ! ) , the ; 

199 ; ) n a t i o n a l a v e r a g e w a g e i n d e x o f 

$ 2 ; ) , 1 3 2 , 6 7 is m u l t i p l i e d l i y t h e p e r c e n l a g e 

i n c r e a s e i n a v e r a g e ; w a g e s f r o m 199: ) l o 1 9 9 4 

( b a s e d o n . S . S A - I a b i i l a t e d w a g e e l a t a ) a s f e i l l ows 

( W i l l i t h e r e b u i l t r o i m e l e d t o t h e i ieare;s t e e n t ) : 

A f t i f t u n ! . The ; l i a t i o i i ; i l ave;rage: w; ig« ; i i ie l i ;x 

f o r 1994 is .$2:). I : )2 . ( i7 t ii i ie-s $ 2 2 , 7 8 6 . 7 : ! i l i v i i l , -< l 

h y $ 2 2 . 1 9 1 . H . w h i c h i-epiais $2:).7.5:!..5:t. • i ' l ie ;n; -

Ibre;. the; l i a l i o i i a l ave;rage; wage; i l ide-x f o r e;ale;li-

i l a r ye;ar 199-1 is e ie; te; r i l l ine i l I n lie; .$2:!.7.5:!.. '.:). 

O A S D I C o n t r i b u t i o n a n d B e n e f i t B a s e 

( n - i i i : r ( i l . The ; O A . S D I e m i l r i b i i l i o n ai ie l beaie-

t i t t iase; is . $62 ,700 f o r r e ' n i i i i i e ; r a t i o n paiel i n 

1 9 9 6 al ie l se; l f -e : l i ip loyn ie ; l l t . i l l i-eniie; i-ariie;ef i n 

f a x ; l b l e ; y i - a r s l i e - g i l i l l i l l g in I 9 9 ( i . 

The ; O A . S D I c o i l t r i b l l l l i i l i al iel be-lM;hl base; 

se;rve;s t w o pnr|)eise's; 

(a ) I I . i s the; i i i : i \ i m i i n i a n n u a l a m o i i n t . o f 

e - a r n i n g s o n w h i c h O A . S D I laxe;s are; pa ie l . The ; 

O A . S D I l a x rate- fo r re ; i n i i i i e ; ra t i em paiel i n 1991 ! 

is se-t. b y s t a t u t e : at 6 .2 pe;rce;iit f o r e;niploye;e;s 

al ie l e ; i i ip loye: rs . e;ae:li. The ; O A . S D I t a x ra te ; t o r 

se ; l f e ; i i ip loy i i ie ; i i t . i i ie:onie; e-arne-el i n t a x a b l e ; 

ye ;a rs b e - g i m i i i i g i n I 9 9 ( i is 12.-1 |)e;ree-iit. (T l ie-

I l e i s p i t a l I n s u r a i l e l e l a x is ellle; em re ; i i i i i i i e ; ra t i o n . 

w i t . l i o i l l . l i l l l i t . ' l t i o n . paiel i n 1 9 9 6 . at the; rate- eif 

1.15 pe;re-e;nt I b r e l l ip loye;e;s al ie l e ; l l i [ i Ioye;rs . 

e-acl i , a i ie l o n se; l l -e ; i i ip Ioy i i ie - i i t i i ieieaiie e-ariie-tl i n 

t . ' ixab le; ye;ars b e - g l l i l i i i i g i n 1 9 9 6 . ; i l . f h i ; ra(e- eif 

2 . 9 pe;re-e;llt.) 

(b ) It. IS I be; i i i a x i l i i m i i a i i i i i i a t a l u D o n t nsi;el 

i n e le.- te;r i l l i l l i l lg a pe; rso i i ' s O A . S l )I be: i ie ' f i ts . 

C n n i p t i l d t . i n r i . .Se-cl ioi i 2 : ) 0 (b ) o f t h e ; Ae:t. a s 

allie;iiele'<l b y se.-<;l.inii :)2 K g ) eif t lie: ".Seicial ,Se'e:n-

r i t y I nele:|)e;iiele;iie:e; a i ie l P r e i g r a n i Impre ive- -

me i i l . s A c t o f I 9 9 ' l . " proviele:s t h e f e i r i i i i i l a u s i ^ i 

t o ele; le;rmil ie; t i le ; O A . S D I e o l l l r i l l l l t i o n al ie l be;l i-

e;lit l i ; ise-. t j i i e l e r the; f o r i l l l l l a . the; base; f o r 1 9 9 6 

s h a l l be; e.-qilal tei the; la rge- r eif the; e i i r r e ; i i l . I i . ise; 

(.$(11.20(1) o r the; 1994 base; eif .$60.(;()() m i l l l . i -

p l ie^ I b y the; r a t i e i eif t l ie ; n a t i o n a l ave;rage; wage ; 

iliele;x I b r 1 9 9 4 lei t h a t f o r 1 9 9 2 . I f I h e - a m e i n n l 

sei elr;te;r i i i i i ie;el is no t a m u l l i ] i l e ; o f $ : ) 0 0 , i t s i i a l l 

be; re)llliele;el t o the; lte;are;st. l i i l l l t i p l e ; eif $:!()(). 

A n t i i r u i l . The- r a t i o n f t.he; i i a t i e i n a l ave-rage; 

wage ; i i ie l . ;x f o r 1 9 9 4 . $ 2 : ! . 7 5 : ! . 5 : ! a s ele;le;ril l i l ie-el 

above; . e:e)iii|iare;el t o t h a t . I b r I 9 i r 2 . .$22.9 :15.42. 

is l . ( i : ) .567( l '2. M u l t i p l y i n g t l ie ; 1994 O A . S D I i n i i -

t r i l i u t i e m anel l i e i i e i l i l base; a m e i n n l eif .$(i().(;(l(l 

b y t l i e r a t io eif 1 .0: ! .56702 prexlne e-s the- a i i i o u i i l 

o f $ 6 2 , 7 6 1 . 6 1 wl l ie - I i i i i l l s t l l l e ; l i be; reiiinele-el tei 

, $ 6 2 , 7 0 0 . I)e;e-aiise; . $62 ,700 e-xe e-<-els l l i i - e ' i i r re;nt 

base; a i i i o i i i i t . o f $ 6 1 , 2 0 0 . the; O A . S D I e e i n l r i l i i i -

t i o i i a m i be;iie;fif. base: is ele-te:riiiiiie-el tei be; 

. $62 ,700 feir 1 9 9 6 . 

Retirement Earnings Test Exempt 
Amounts 

( n ' l l t n i l .Sex;iai .Se;c i i r i ty be-i ie;f i ls are- w i t l i -

I lelel w l i i ; i i a be-lie;fie i a r y i l i iele;r age; 7(1 h a s e-ar i i -

m g s i n e;xe-e;ss eif Ihe: re- t i re : l l ie 'n l e - a n i i n g s te-st 

e ;xe i i ip t a m o u n t . A l o r m u l a f o r i i e : l e : r i i i i i i i i i g I he-

i i i o i i t l i l y e-xe;mpf a m o u n t s is preivlele-el i n se-e t ie i i i 

2 ( ) : ) ( n ( 8 K H ) o f t h e A c t , as allle;liele-el b y se-et io i i 

, )21 ( g l o f the; " .Socia l .Se-eur i ty l i ie le |x- i ie le- i i ie ' 

a i ie l P r o g r a m ln ipre>ve; l l ie ; l i ts Ae t o f 1 9 9 4 . " The-

1995 m e i n f l i l y e-xe;iiipt a i i i o t i i i t s we-re- ele-le-r-

niine-el b y the- f e i r n i i i l a t o be- .$940 f o r lii-iie-fie ia 
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Appendices 

rie.s iif^'ed ( ir)-( i !) ; i n d .$(;80 f o r l ) e i i e f i c i ; i r i e s 

u n d e r i i^ 'c ()r>. T i i u s . l i i e i i i m u i d e x e m p t , 

i i i i i o i m i s f o r l i ) i>r, w e r e set i i t $1 i , 280 i i n d 

$ 8 , KIO. r t i spec t i v e i y . i-'or l u j n e f i c i i i r i e s ;t(, 'eii fiT)-

f i i ) , $1 i n l )en( ! f i1s is w i l l i i i e i d f o r e v e r y $; l o f 

e j i r n i n ^ ' s i n ( !xr( !ss o f I I K ; ; n i i i u i d e x e m p t , 

i l m o u n t . i ' o r b< : i i e fK : i ; i r i es u n d e r ii).;e f j r i . -S 1 i n 

i x u i e l i l s is w i l l i i i e i d f i t r e v e r y $ 2 o f ( ; ; i r n i n j ; s i n 

excess o f f i l e n i i i i U M i e x t j i n p f ; m i o i m t . 

C n t n p t i f f i t . i n n . I I n d e r l i i e f b r m u i i i i n sect i on 

20.'{ (f") ( 8 ) f i i ) . (Nic i i i i i o i i l i i i y ex< ; t i i p l i i n i o u t i l f o r 

i i)iJ() s i i i d i l ie I i i e i i l r t^er o f I l i e c o r r e s p o n d i H i ; 

i i) i>r) m o n t i l l y (;x<,' inpl. it m o u n t o r t in.- corr^?-

s [ ) o i i d i i i f ^ i i ) i M n i n i i l l i i y e .xempt i i n i o u i i t n i u i t i -

p i i e d b y t i l e r n t i o o C t l i e t n i l i o n i d i i v e r a ^ ' c w;if.,'e 

i n d e x f o r l i f i M to l h ; i t . f o r l !J i )2 . T h e r a t i o o f t i n ; 

l u i t i o u M l ; iverMi , 'e w j i ^ ' o i n d e x t o r l i ) i ) -1 . 

$2M,7o; l . r iM ; is t l ( ; t ( ; r n i i n e d ; d ) o v e , c o i i i [ ) ; i r e d t o 

t l u i l . I b r l i ) i »2 . $22 , i ) ; i r ) . ' 12 . is 1.0; i r>( i702. Se<:t.ioii 

20:1 ( 0 ( 8 ) ( i i ) l u r t . i i ( ; r [ i r o v i d e s U I M I . i f t i n ; 

H m o u i i l so d e t e r m i n e d is not M t n u i l i p i t M i f $ 1 0 . 

it s i i i d i l ie r o i m d t M l t o l i i e i i e ; i r e s l m u i t i p i i - o f 

$ 1 0 . 

E . x rn i p t A f t i n i i n t . f a r l i i - i i i - f i c i d f i r s A ^ r . d f i f) 

T h n i r i ^ l i (UK M n i l i [ ) i y i i i t . ; t i i e l i M M r e t i r t : i i i e i d . 

e; i r i i i i i t . . 's l es t m o n l i d y (^x<!l l lpl ; i r i i o u n t oC$i ) ; iO 

b y t l i e r i l l i t) oC 1.0;t.^)(;702 p r o d u c e s t h e ii m o u n t . 

o C $ i ) ( ; ; l . l 7 . T h i s m u s t t h i : n be r o u n d i ; d to $ i j ( i ( ) . 

H e c i i u s e $!)()() is h i r ^ ;e r t . l i im t h e c o r r e s p o n t h n ; . ; 

( i i i r r e n l . i ; x e n i p t l u n o u n l . oC$l) '10. t i n ; re t i r e m t i n t 

e i i r i i in ; . , 's b-st. i i i o i i t . i i i y excunp t i i n i o m i t . f o r b e n 

e b c i i i r i e s n^jc-d (jr) l i i r o u ^ ^ i i (>i) is d e t e r i n i i K ^ d t o 

l)e $i)(>0 f o r li)*Jf>. T i i e ( : o r r e s [ ) o n d i i i ^ r e l i r t ; -

i i uu i t . CM m i iiK>^ l es t i i i i i i u i d e \ e i i i [ ) t i m i o i m l f o r 

I i i ese i M ' i i e f i c i M r i e s is $ 11 ..V^O. 

h ' x r n i f ' l A i i u i U f i ! f a r l i r n r / i c i f i n r s l l i t d i f A ^ r 

ar}. M u i t i [ ) l y i i i f ; t i l e l i ) i ) '1 r e l i r e n i e i i l e ; t r n i n j , ' s 

tes t nH in t I l l y e x e m p t . ; i m o u n t o f $ f ) 7 0 b y 1 i n ; 

r; i t io 1 .()Mr)(;702 p r o t h i c e s 1 I K ; ;i m o m it o f 

$ ( i i ) ; l . iH) . ' i ' l i i s m u s t t i i e i i l)e r o u n d e d l o S f i i l O . 

i i e c i i i i s e .$()i*0 IS h i r ^ i i r 1 I I M I I 1 l i t ; r o r r e s p o n d i i i i ; 

( i i r r e n l c x t i i i i p l : m i o i m t o f $ b 8 0 , l i w r e t i r e m e n t 

e i i r n i r i ^ l e s i n i o n t l i l y e x i ^ m p l i i m o u n t Cor b e n ­

e f i c i i i r i e s u n d e r ii^^e b o is t b u s d t i t e n u i n e d t o b e 

$(!!)() f o r l i ) * ) ( ! . T h e c o r r e s p o i u l i n f , ' r e l i n M n e u t . 

e i i rn i i i ; . , ' s t(;st . i n n u i i l e x e m p t ; i m o i u i t . f i i r t h e s e 

i ) e i i ( ; l i r i : i r i e s is $ 8 , 2 8 0 . 

Computing Benefits Af te r 1J>78 
d r i i r r r t l . ' f l i e S o c i i i i S t i c u r i t y A i i i e i i d i i i e i i t s 

o f 1 '.)77 p r o v i d e d ;i m e t l i t x i Cor c o r n p u t i t i^^ b e m ; -

f i t s w l i i ( i l i , ' e n e r i i i i y i i p p l i e s w h e n ;i w o r k e r 

f i r s t b e c o m e s e l i - ; i b l ( ! f o r b e n e f i t s i i l l e r 1!)78. 

T h i s u i e t h i x l u s e s I h t ; w o r k e r ' s " i i v t T i i j ^ e 

i n d e x e t l i i i o t t l b i y e i i n i i n f ^ ' s " t o c o i n p n i e I h e p r i -

l u i i r y i n s i i r i i n c e i i i i i o i m l . T i i e c o m p i i t i d i o n fo r -

m t d i i is i i d j i i s t e d ; i u l r ) m M l i c ; i i i y e i i r l i y e i i r l o 

r e l l e c t c i i ; i n ; ; e s i n ^ ' e i i e r i d W i i ^ e b i v e i s . ; i s i i i e j i -

s u r ( ; d b y l i i e i i ; ) t i o i i i ) i i i v e r ; t ^ e WMtjt; i n d e x . 

A worker's eiiriiiiit^s Mre iidjiisbid. or 

"indexed." to reflect the ciiiin^e in ^'eiiend wnt^e 

levels thill (K ( iirre<i during' I lie work4.'r's yenrs 

of einployinerit. Su<:h indeXMtion ensures UIMI i) 

worker's future henefils reflect the ^^'erierid nso. 

i n 1 l i e s l i i i i d i i r d o f l iv ing. ; I l i i i t oc< 'urs d u r i n g ' i i i s 

o r h e r w o r k i t i ; , ' l i f e t i m e . A c e r l i i i i i n u m b e r o f 

y e i i r s o f t t i i n i l i i ^ ' s Mre iu:tMl(;d l o c o i i i p u b ; l l i e 

i i v e r i i ^ ' e i i i d ( ;X ( jd n i o r i M i i y e ; i r i m i ; , ' s . A f t e r t l i<! 

n u m b e r o f y c i i r s is d e l ( . - r i i i i i i e d . t h o s e y c i i r s 

w i t l i t h e l i i f^diest i n d e x e d e ; i r n i i i t ; s ; i r c c i i o s e n , 

t h e incie.xi-d e i i r n i i i ^ ' s i i r t : s u i i i i i K n I . i i n d t.he 

l e l i i i M t t i o i i o t . is d i v i d e d l i y t h e t t i t n l m i m l K i r o f 

m o n t h s i n t h o s e y e i i r s . T h e r e s u l t i n g ' H v e r ; i i ; e 

i l m o u n t , is t h e n r o i u i d t i d d o w n to t l i e n t i x l l o w e r 

d o i i i i r l u n o u n t . T i n ; r e s u l t is t h e Mvern j ^e 

i i i d ( ! x e d m o n t . i l l y e i t r n i i i ^ ' s . 

i ' 'or e x ; m i p l e . I t ) c o i i i p i i b ^ l l i o Mver; i ; ; ( , ' 

i t i d e x ( ; d m o n t h i y e M r i i i t i ^ s f o r M w o r k ^ ^ r ; it t i i i n -

i r i i ; i i i^t; ( )2 . b e c o i i i i i i j ; d i sn l i i t . ' d b e f o r e ;it,'e b 2 , o r 

d y i r i ^ ' be-fctrt; M t . t ; i i i i i i i t ; it*,'*; (12. i n l i ) i ) ( i . t i n ; 

M i i t i f i i m l H v e r i i ^ e wi i f , 'e i n d e x f o r l i J i M , 

$2M.7o ; i . r i ; { . is d i v i d e d b y l l u ; i i ; i t . i on ; t l MverMt;*; 

WM^'e i n d ( ; x f o r e ; i ch y e a r p r i o r to \ { ) \ H i n w i n c h 

I.lie w o r k e r l i i i d ( ! i i rn i i i f , ' s . T l u ; i i c t . i i i d Wii^^t.'S ; i i i d 

s e i f - ( ! i i i p l o y i i i e i i l . i n c o m e , ; is d t d i i K . t l i n sect i on 

2 1 1 ( b ) o f I l i t ! A c l . i i n i l c r e d i t e<l f o r V/.H-.U yt^Mr, is 

m u l l i [> i ied b y I IK^ cor r< . 's |>o i id i i i ^ ' rMl io t o o b t i i i i i 

I h e w o r k < ; r ' s i i idex<, 'd t . ' j im i i i t , ' s f o r ( N I C I I y t i i i r 

b e f o r e i i J i t - l . A n y eMr i i i i i ^ : s i n l ' .) iM o r i ; t t f ; r ; i r e 

c o n s i d e r e < l ;it. IMCC V M I I H ; . w i t h o u t i n d e x i n g * . T i n : 

i i ve r i t t , ' e i nd« ; xed m o n t h l y e i i r n i i i t ^ ' s is t l i t ; n c t m i -

p i i t e d i i n d tis< (i t o d e t e r m i n e t I K ; w o r k e r ' s p r i -

n i i i r y i n s u r i i n c e MUKtunt Cor l iCJb . 

( ' i j fHf ) i i t iHL^ t h r r r i i i K i r y I tL 'H in i i i cc . A i n n n t j f . . 

T l i e p r i n i i i r y i n s u n t n c t ; i t r n o u n t . is t h e s i m i oC 

t l i r e< ; s ( ; j i i t r i i t t ; pe rc t ! n t i i ^ ' t ; s o C p o r t i o i i s o f t.i ie 

Mver;t{, '(; i n d e x e t i r n o n t h i y * M m i n e ' s . 1 n 1 !)7 'J 

( H i e l i r s I y ( ! i i r t h e f ' o r n u d i i w i i s i n e f f e c t ) , l . l iest; 

[ H i r t i o n s w e r e H i e b r s l . $ 1 8 0 , I b e ; i i n o i m l . 

b ( ; l w e e n $ 1 8 0 M I K I $ 1 , 0 8 5 . ; n i d l l i e M i n o i m t . o v t ^ r 

$1 .08 . ^ . ' i ' l i e d o i b i r M inounbs i n l.iie f o r m u h i 

w l i i c l i ^ ' o v e r n t l i e p o r t i o n s o f t h e i iver i t f^ ' t j 

i n d ( ; x e i i m o n t h i y e i i r n i n e ' s i i r t ; Cr(,'<|tn:nt l y 

r e f ' e r r i ; d to i ts t h e " I m n d p o i n t s " o f t h t ; f o r m u l M . 

T i m s , t h e b e n d [ x i i n t s fo r l l ) 7 i ) w e r e $ 1 8 0 i i n d 

$ 1 , 0 8 5 . 

T i l e b e n d p o i n t s f o r l iMK i Mre obbn iK . -d b y 

m u l l I p l y i l l ; , ' 1 I K ; c o r r e s [ ) o n d i i i t : l * )7iJ b e i i d -

[ t o i i i t M i n o i m i s b y H i e r i i l i o belw(.-<;ti l i u ^ 

n i i t i o r i i i i i i v e r i i ^ ' e Wii^^i; i n d e x f o r l i ) ' . ) '1 . 

$2 ; l .7 r , ; l . .5 ; l . i i n d (or l i ) 7 7 , $ i } , 7 7 i j . ' 1 ' l . 'I h e s e 

r e s u l ts :i r<> H K M I r o u i i d e < i t o t I K ; r iei irt.-st. do i lM r . 

i ' o r l i ) i ) b . t h t ; r i i t i o is 2 . ' 1 2 8 i ) 2 5 ' l . M i d i i p i y i I I JL ; 

t h e l i ) 7 i i M m o u n t s o f $ 1 8 0 M I H I $ 1 , 0 8 5 b y 

2 . 1 2 8 1 ) 2 5 ^ p ro (h iC( ;s t l i e ; u i i o m i l s o f $4 .17 .21 

i i n d $2,() .J.5.; i8. T l u r s t j m u s t . 1 I K M I be r o u n d e d to 

$- l ; l7 Mi ld $2.(). 'J5. A c c o r d i i i f d y . H i t ; p o r t i o n s o f 

H i e i i verMj^ t ; i n d ( ; x e d n i o n t l i l y e i i r i i i n ^ I n be 

u s e d i n 1 i)'.K) M r e d e l e r t i i i i K ^ d to be t h e f i r s t . 

$ ' i ; i 7 . H K ; i i m o u n t l i r ; tw( !<:n $'1M7 a n d $ 2 , f ; : l 5 . 

i l l i d I l i t ; i U i K i u n t o v e r $2 , f iM5 . 

( ' o i i s ( ; ( i u e n l ly. f o r i i u h v i t b i i i i s w l i o f i r s t 

b e c o i i K ! e l i g i b l e f t t r o ld- ; i^M: i i i s i i r M i i c ( ; b e n e f i l s 

o r d i s ; d ) i l i t y i i i s u r M i i c e be iK^ l i t s i n l i ) i ) ( ! , o r w l i n 

d i e i n I 'J iK) b e f o r e b e c o m i n g e l i g i b l e Cor b e n e ­

l i t s , I h e i r p r i n i i i r y i i i s u r M i i c e M i n o u n l . w i l l b e 

I he s u m of: 

200 



Federal Register Notice 

90 porconf nCfbo first $'i;t7 of t l ie ir Mver-
M^e indoxf^fi mont hiy earnings, pins 

(b) J2 percent, of Hit,' Mveraye iiid(;xe<l 
mont hly e; i rni i igs over $A'.il MIKI f l irouf^l i 
$2,(;;15. plus 

(<:} 15 percent, of 1 ho avcra^t i indexed 
month ly earniii^^s over $2.().'15. 

This amomi f is then rounded to Hic next 
lower mnlt.iple of $. 10 i f i l is not already a mul ­
t ip le of $.10. Th is formulM i ind I.IK,' rounding,' 
adjust.niont. described abovt? are contained in 
s i s i iou 215(a) of Hie Acf ('12 L.'.S.C. -115(;i)). 
M a x i m u m B e n e f i t s P a y a b l e t o a F a m i l y 

GuncraJ. The amondtnttnts contitnHxl 
the loiiy osl,ablisiie<l policy of l imi t inf.; tiu^ total 
inoi iHi ly benefits winch a work(;r 's Ciimiiy mi iy 
receive base<l on bis or her p r in i i i r y insur i ince 
amounf . T l i o ie aniondmfMil.s also cotifiniK.'d the 
then ex is t ing re la t ionship belw(,'<;ii m a x i m u m 
Camily btMicTils and p r imary insuranre 
amouid.s b i i f d id cbanpo Hu; nioHiod oCcomput.-
'u\\^ the m a x i m n m amounf oCboiiefits which 
may be paid to a worker 's family. T l ie Social 
Soci i r i ty Disabi l i ty A j i iondmcnts of 1*J8() ( Pub. 
L. !)()-2f)5) osfiibiislifHl a new Cormulii ffir com­
pu t ing the m a x i m u m benefits payi i l i le lo Hie 
fami ly of ii disabli,'d worker. Th is new formula 
is appl ied to t he fmni ly beneli ts of workers wl io 
first, beconu; ent i t led lo dis;d)iiil.y it isiir;Hice 
l)Oii(;fit.s aCttif June M). 1980, ;md who f i rs t 
become t j l ig ible for tbeso benefits af ter 1978. 
T l ie new formula w;is uxplaitie<i in ii f inal rule 
publ ished i l l Hie KKD l - l kA l , K K C i S T K R o i i 
May 8, 1981. at ^(J KR25(J01. Kor disabled 
workers i i i i f i a i i y en f i l led lo d isabi l i ty lnjutif its 
before Ju ly 1980. or whose d is i ib i l i l y btjgnn 
before 1979, the fami ly Mi i ix imini i payable is 
coi i ipnt i id t he si ime its t he old-;ige ;nid surv ivor 
fami ly n i i i x inn in i . 

(.''ifiif>iif.inL> tfh: ()!il-A,L>r a m i Si t rv iu i i r h'(tiiiily 
MtLxirniini. The fbrn i i i la ns(;d lo compute Hie 
Ciimily i i i iKximiim is s imi la r lo that, ii.sed to coin-
pule t.he pr in i i i r y insuri inc*; amount , it. 
involves comput ing t.lio sum of four st.'parate 
percnii lagos of port ions o f t h e workt j r 's p r imary 
insurance amount . in 1979, these [xir t inus 
wen ; Hu; f i rs t $2;iO. Hie amount, bet.wi^en $2:10 
and $;J;i2. the junount b<;t.we<;n $;l;V2 and $1;):*, 
and the iunoiml. ovtT %A'S.i. The dol lar aiiioiml.s 
in t he Coriimln wh ich govern tin? [ lort ions of t i ie 
p r imary insurance amount are fr iKiuent iy 
referred to as t l ie "bend [xiiiit.s'' of the fami ly-
max in i i i n i formula. IMius. the bend points for 
1979 were $2;i(). $;J;i2. and 

'i ' l ie bend points for 199() are obt.ain(,'d by 
m u l t i p l y i n g the corresponding 1*)79 bend-
point amonnts by tin.' rat io between the 
nat ional av<;rag(; wag(; index Cor 199-1, 
$'2;i.75;l.5;^. and Hie averitge Cor 1977, 
$9,779.'1'1. This lunount. is (h<-ii rounded lo I.IK; 
lu . 'aro i tdol lar . I-or 199(i, t l i t ; ra t io is 2.'128925^. 
M u l t i p l y i n g the amounts t)f $2;iO. $;i;12. and 
SiiA'ri'̂  Uy 2.'128925<1 produces tbe i imounts of 

$558.(;5, $80(i.10, i ind $1,051,72. These 
aniomits are then rounded to $55!J, .$80fi, i ind 
$1.052. Accorihngly, t lit; port ions of I be pr i-
i i iary i i isur; inct! i imounts to be us<'d in l it iKi i ire 
del(;riiiiiK.'d tob t ; the; first $559, tht; i imount 
b(;l w(;eii $559 and $80(;. the iimount betwo-n 
$80(; i ind $1,052. ;ind the ;imount ovt^r $1,052. 

( 'oi isefpiei i l iy. for the fanidy oC it worki ; r who 
becoiiK;s ag(; (i2 or tlies in l i f i ib bttfore ;ig(! (i2. 
Hie lo t id a ino imt of benefits [);iyHbi<! tri t lKj in 
w i l l be computed so tlnit it. titers not exceed: 

(a) 150 perct;nt. of t l u ; first $55 t )o f t i i e 
work«;r's p r imary insur i ince i imount . JJIUS 

(b) 272 p(;rcenl. fiCt he worker 's pr in i i i ry 
insur;iiic<; a i i io iml over $559 thron^'h $800. 
plus 

(c) l.'M [)erceiil of t he worker 's pr i i i i . i ry 
insur;mc(; a i i i o imt over $80(> t i t ro i igh $1 ,052. 
plus 

(d) 175|K!rcent tjf the worker 's [ i r in i i i ry 
insurance arnomit over $1.052. 

This i imount is t.iieii roiindtrd to tli<; next 
iow(;r mu l l ipie of $. 1 0 i f il. is not. id re;idy ;i i i iu i -
t ipl t : oC$.10. ' f i i i s formula i ind the round ing 
iidjust.ment. d<;scribed ;il)ove i i re contiiitn^d in 
stjcl ion 20;l(ii) of H K ; Act. (-12 U.S.C. A^rM-.i)). 
Q u a r t e r o f C o v e r a g e A m o u n t 

f?c/;cra/. '!'he lifiJb i imount of «;;irnings 
refpi ir t jd for it (jUiirter of covt;riig<; is $(i'10. A 
f j i ia r ter of coverii^'<; is Uio. biisic unit for debir-
in in i i ig wli(;t.lier ii work<;r is iristir<.-d under Hie 
Sociid Secur i ty progr i im. l*'or yej irs before 
l i )78, iui i r id iv iduid g(;neri i l ly was crtxi i ted 
w i t l i il (|uarter of coveriige for (!itch ({Uiirter in 
which wag(;s of $50 or more were pi i id. or i i i i 
i inhv idu i i l Wiis cr(;dit(Hl w i th A (]U;irt(;rs of Cov­
eriige for (;very tiiXitbi<: year in wl i ic l i $^100 or 
iiior<.' of self-employment ii icoiiK; w;is earinMl. 
i ieg inr i i i ig in l i )78. wjiges generi i i iy ;ire no 
longer rcporit;*! on ii i(UJirt(;rly hiisis: inste; id. 
i innui i i re[)orls i i re madt;. Wi th the <:ii;iiige to 
iu inuid r<;porl.ing, section M52(h) of" t lu ; S(K:i;ii 
S(x:urity Ai i ie i id i i i ( ; i i ts of l i )77 ( i ' ub . 1,. i)5-21b) 
imK;iided st.t-tion 2l;J(d) of t.iie Act. tt) provide 
th i l l n qu i i r te r of coveriige would bt; (:r(?dit<;d for 
eiich $250 of i i i i i i id iv idui i l 's tobi l wiiges and 
self-employment incoiiK! for caltnidi ir yeiir l i )78 
(up to a i nax imum of A (lUiirters of covi-ragi: Ibr 
t i l t ! year). 

Cmt ip i i fa t ion. IJndcT t in ; pr(;scril)e<l l i ) rn i i i la , 
the (piart(;r of coverage iunount for I'.MXi s ludl 
bt; (M]iiai to the birger nf t i n ; current ai i io iml. of 
$(J;JO or the 1978 aniount.oC$250 i i iui l i i ) i ie 'd Ijy 
the rid.io of Hie n;it io i i i i l jiveriige* w;ige index for 
1994 to t i i a t for 197(). The r iat iomd aver;ig(; 
wage index for 197() was previously d(;ler-
minod to bo $9,220.48. ' I 'hi; i iver;ige wage iiid(;x 
(or 191M is $2;i,75;i.5;i as detenniiK.'d iibove. 
Se<:l.i(m 2bJ(d) fu r the r provides Ihiit iCtlH; 
amount, so deter mi iie<i is nol a i i i i i l l i ph ; oC$ 10, 
i I. si lit 11 b<; rounded to I iwr no;) rest 11 it i Hi pit; o f 
$10. 
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Appendices 

( ^ / l a r l r r n f ( ' . D r m t i ^ r A n i n i n i f . ' f i l e r i i t i o o f t h e 

U i i t i o n i i l i i v e r ; i g e W i i g e i n d e x f i i r l i ) i ) ' l . 

.S2 : i . 75 ;b5 ; i . c o i i i p ; i r e d t o t l i i i t f o r l i ) 7 ( ; . 

$ i ) .22 ( i . ' 18 . is 2 . 5 7 4 ' 1 i ) 5 4 . . M u l t i j i l y i n g H i e l i ) 7 8 

( l u a r l e r o f c o v e r i i g e i i m o u n t o f $ 2 5 0 b y l l i e 

r;it i o oC2.57'1'V.)5'1 [ ) r o d u c e s t h e i u n o u f i t nC 

$()4. ' i . ( )2. w h i c l i m u s t t h e n be r o u n d e d to $()'10 

i i ( ; c ; i us ( ! $() '10 e x c e e d s t h e ( ' u r r t i n t i u u o u n i oC 

$() ; iO, H i e t i u a r t c r oCcov tTHgt^ a m o i n i t is d tMer -

m m e d t o be $ ( M 0 fb r 

"Old-Law** Cont r ibu t ion and Benefit Base 

( n - n r n t l . T I K ; li)iJ(> " o i d - i i i w " c o n t r i b i i t i on i i n d 

l i e n e f i l b i i s e is $ 4 0 . 5 0 0 . ' i ' i i i s is H i e b i i s t ; H i i i t . 

w o u l d i i i i v e b e e n e l T t r t i v e u n d e r H K ; Ac t w i t h ­

ou t H i t ! ( ; i i i i c l I I K ; I I I o C l i i e l i ) 7 7 i m i e i i d t i i e n t s . 

T h e b i i s e is c o m p u t e d u n d e r s e c t i o n 2 . iO(b ) oC 

H i e A( I as i l r e i i d [ ) r i o r to H i e 1i*77 i i m e i i d -

n i e n l s . 

T i l e " o l d - l i i w " con t r i b i i t i o n ei i id bei ieCit b . ise 

is u.seti b y : 

( ; i ) t h e K i i i l r o i i d R e l i r t i m e n l j i r o g r i i m l o 

d e t t T u i i n e c e r l i i i i i t i i x l i i i b i l i t ies i i n d 1 i e r 11 b t u i -

e f i t s p i i y i i b l e u n d e r I i i ; i l [ ) r o g r i i m l o s i i p p i e -

i i n ; i i t t l i ( ! t i ( ; r ! p i i y i n e n l s w i i i c h c o r r e s i x ) n d l o 

b a s i c ScK' i id S e c u r i t y lM ;n ( ; l i I s , 

( b ) t i n ; I ' e i i s i o n l i e t K i f i t ( l u i i r i i n t y ( ' o r p o r n -

1 i o n t o d e l < ; r m i n t ; H i t ; n i i i x i m u n i i i m o u n t o f p e n ­

s i o n g t i i i r i i n t e e d u n d ( ; r t i n ; K n i p l o y e e 

i i e l i r f ; i i i e r i t l i K t i m f ; S e c u r i t y Act . ( ; is s t a t e d i n 

se< l i o n 2 ;J0(d) oCt l i < ; A c t ) . 

(c ) S o c i i d S e c u r i t y to d ( ; t i ; r n i i n e it y c i t r oCcov -

e r i i g e i n c o m p u t i i i g I he s|M;ci :d m i n i m u m be i i t ; -

f i t . i i s d e s c r i b t i d e ; i r i i e r . i i n d 

( d ) S o c i i d StM i i r i t y to d ( ; t e r m i n e ii y t ; a r o C r o v -

( T i i g t ! ( i i c q i i i r e d w l i e i K ; v e r e i i m i n g s e t p i i d o r 

exc i ; iH l 2 5 [ )erc( ; i i t oC I l ie " o i d - i i i w " b i i s * ; Cor H i is 

p u r | ) o s e o n l y ) i n c o m p u t i n g l ) ( ; ne f i t s I b r p<; rso i is 

w l i o i i r e i i i s o < ; i ig ib i t ; l o r ec ( ; i ve p e n s i o n s b ; i sed 

o n e i i i p l o y i i K ! i i t not c o v e r e d u n d e r s e c t i o n 2 1 0 

o C t l u ; A c t . 

( ' ( ' i i i p t i t f t t i i ' H . T h e i ) i i se is c o i i i [ ) u l r d u s i n g 

t l i ( ! i i u l o i i i a t i c i i d j n s l m e n l I b r m u i i i i n s tH- t ion 

2 M 0 ( b ) oC 1 h e A c l ; is i l r e a d p r i o r t o t h e e i i i i c t -

i i K U i t o f H K ; 1 9 7 7 a i i i e i i d i i K M i l s . b u t w i t h t h e 

r e v i s e d i i i d t i x i i i g f o r m n b i i n l roduce< l b y sect i o n 

. ' i21(g) o f H K ; " S t x i j i i S e c u r i t y 1 i i d ( ; p ( ; i i d ( ; i i c ( ; 

i in<i i V o g r ; m i I m p r o v t i m e n t s A c l . o f 1 9 9 4 . " 

U n d ( ! r t h e (or i n n h i . t i n ; " o l d l ; i w " c o i i t r i b i i l i o i i 

it n i l b e n e f i t b a s t ; s l i ; d i b t ; t l u ; h i r g e r o f H u ; c u r ­

r en t , " o h l - l i i w " b a s e ($45. ;JOO) o r H u ; 1 9 9 4 " o l d -

i i i w " b i i s e ( $ 4 5 , 0 0 0 ) j i i i i l t i p l i t H ) b y t b t ; r a t i o o f 

I h e i i i i l i o n i d a v e r i i g e w ; i g ( ; i n d e x fo r I'.MM t o 

t h i i t Cor t 9 ! ) 2 . I f H K ; i i i n o n n l so d e l ( ; r i i i i i i e < l is 

not il n i t d t i p l e o f $ J 0 0 . i l s l u i l l b e r o u n d e d t o 

t h e r i e i i r es t . i n u l t i i i l t ; o f $:100. 

A n i l III ri I. T h e r a t io o f I h e U i i l i o i i i i l j i v t i r i i g e 

w i i g t ; i n d e x Cor l i ) 9 4 . $ 2 J , 7 5 J . 5 J as ( h ! l ( ; r m i i i e d 

abov<; , ( •ompare< l I t ) t h i i t Cor 11K»2, $ 2 2 , ' J J 5 . 4 2 , 

is 1 .0 ;J5( ;702. M u l t i p l y i n g ( I K ^ 1994 " o i d - l i i w " 

c o n t r i b u t i o n a n d b e n e f i t bii.se i i m o i m t o f 

$ 4 5 , 0 0 0 b y t h e r a t i o o f 1 . 0 ; i 5 b 7 0 2 p r t x i i K - e s ( h e 

a m o i m t o f $ 4 f ; . f ; 0 5 . 1 (J w h i c h m u s t t l u ; r i be 

r o u n d e d to $4 (1 .500 . ! i ( ; c a i i s ( ! $4( ; . .500 (;xc(.-<'ds 

I h e c u r r t i n t a m o u n t o f$45 . . ' iOO. t b e " o l d - l a w " 

c o n t r i b u t i o n a n d l)<;ri(>fit b i i s e is d e t ( ; r n i i n e d t o 

be $ 4 * ; . 5 0 0 f o r li»i»(). 

O A S D I F u n d R a t i o 

( i t - n r n i l . See l i o n 2 15( i) o f 1 I K ; Act p r o v i d i ; s 

Cor i i u t o n i i i t i c cost t j C d i v i i i g iMcr(; i ist, 's i n (.)AS1-)1 

b e n e f i t i i m o u n t s . T h i s s e c t i o n i i l s o i n c l i K i e s i i 

" s t a b i i i ' / e r " [ ) r o v i s i o n t i i i i t c a n l i m i t t i n ; i i n t o -

n i i i t i c ( ) A S i ) i l)(;ri(;Cit i n c r e i i s e u n d e r c t ; r l i i i n 

c i r c u m s t a n c e s . i C t i u ; con i l ) i r i (H i as.s(;ts o C l l i e 

O A S I i i n d 1)1 T r u s t K u n d s , i i s ;i p e r c e n t i i g t ; o f 

i i n n u i d ( ; x p e n d i l i i r e s , i i r t ; b ( ; l o w a sp(!ci( i ( ;<l 

t h r e s h o l d , t i n ; a n t o r i i i d i c b e n e l i t i n c r i ; i i s e is 

e f p n i i t o H i e l e s s e r o f ( 1 ) H u ; i nc r< 'as ( ; i n H i e 

i i i i t i o i i i i l a v e r i i g e w i i g t ; i n d e x o r ( 2 ) t i i e i n c r t ; i t s e 

i n p r i c e s . T i l t ; l i i r e s i i o i d s p e c i f i e d f o r t i n ; 

O A S D I f u n d r i i t i o is 2(1.0 p i T c e n t f o r b e n e l i t 

i n c r c i i s e s f o r I ) t ; < t ; i nbe r o f l i ) 8 i ) a n d l a t e r , ' f l u ; 

h i w j i l s o p r o v i d e s f o r s u b s e < i u e n t " c ; i t c l i - u p " 

b ( ;n t : f i t i n c r e i i s e s f o r l ) ( ; i ieCic i i i r i<;s w l i o s t ; p r e v i ­

o u s l )enel ' i t i nc re i i s< ;s w e r e i iCfeiMed b y I b i s p r o ­

v i s i o n , " d i i l c h - u p " beneCit. i n c n ; i i s e s c a n o c c u r 

o n l y w h e n t r u s t ( u n d i i s s e t s excee<l ;12.() p t i r -

cer i t o C i i r i n u i l i e x p e n d i t u r e s . 

C < i / i i f ) n t ( i { i u n . S e c t i o n 2 1 5 ( i ) s p e r i f i ( ; s l i i e 

c o i i i p u l i i t i o i i i i i i d i i p p i i c a t i o n oCt i i < ; <) .ASL) ! 

( u n d r i i t i o . T I K ; O A S D I l u n d r i i t i o Cor l i ) i ) 5 is 

t l u ; r i i t i o oC( 1 ) t i n ; i ^ o m b i t u ' d i is.sets o f t h e O /VS I 

a n d f ) i T r u s t K m i d s at t i n ; b e g i n n i n g o f 1 9 i ) 5 t o 

(2 ) t h e e s t i i i i a t ( ; d ( ;X | te i i d i t t i r t s o f t h e O A S i i i n d 

1)1 T r u s t K u n d s d u r i n g 1 9 9 5 . e x c l u d i n g ( r ; i n s -

Cer p i i y i n e n l s b e l w e < ! i i t h e O A S I i i n d H i T r u s t 

i ' ' i n i d s . a n d r e < l u c i i i g a n y t r a i i s l ' ) ; r s t o H K ; l i ; i i l -

r o i i d U e l i r ( ; i i K ; i i l A c c o i m t l )y i i i i y t r a n s f e r s f r o m 

t h i l l i n r o i m l i n t o ( ; i l lK : r t r u s t b i n d . 

R d t i i ' . ' f i l e ( ( ) i i i l ) i i i ( ; d a s s e t s o f t i n ; O A S I a n d 

1)1 T r u s I K u n d s a l I ' IK ; i ) e g i i i i i i i i g o( l i ) i ) 5 

(H ina i e t i $4 - t ( ) . ; i 85 m i l l i o n , i i n d H i e ( ; x [ ) e i i d i -

l i i r e s ; i r e e s t i l i i i i t e i l t o b t ; $ ; i 4 0 , 1 i t 4 l l i l i i i o i i . 

T i m s , t h e O A S D I b i i i i l r i i t io f o r 1 9 9 5 is 1 2 8 . J 

jXTCfMit , w h i c h excet ! ( l s t h e i i p p l i c a b h ; l i i r e s i i ­

o i d o f 2 0 . 0 p ( ; r c ( ; i i t . T l i e r e l o r t ; , t h e s l i i b i i i / t ; r 

[ ) r o v i s i o i i do<!s no t jdT'ect l i i t ; b ( ; i i e l i t i i i c r ( ; i i s e 

f o r D ( r . ; n i b < T l ! ) i l 5 . A l t i i o n g l i H u ; O A S D I f u n d 

m l io exc(;e<ls H i e J 2 . 0 - p f ; r c e i i t l i i r e s i i o i d l i i r 

| K ) l e n l i i i l " c ; i l c h - n p " b e n e l i l i n c r e a s e s , n o p i i s t 

b ( ;n ( ; f i l . i n c r c i i s t ; h i t s be ( ;n reduce< i u n d e r I be 

s t i i b i l i / t ; r i ) r o v i s i o n . T l i u s . n o " c i i l c l i - i i [ ) " b e n e l i t 

i i i c r ( ! i i s ( ; i s r e ( p i i r e < i . 

Domestic Employee Coverage Threshold 

Cn-t i iTdJ. S i i ' t i o n 2 o f t I K ; " S o c i ; i 1 S e c u r i t y 

D o m e s t i c K i n p l o y n i e n l . R e f o r m Ac t o f 

( I ' u l ) . L. 1 0 ; l - ; i 8 7 ) i n c r e i i s e < l t h e t h r e s h o l d f o r 

c o v e r i i ^ ' c o f a d o n i e s t i c e m p l o y e e ' s W i i ges p ; i i d 

|X!r < ! in i ) Ioyer f r o m $ 5 0 p e r c i t t e n d i i r ( ] n ; i r t ( ; r t o 

$1 .0 (K) i n c i d t ; n d i i r y e i i r l i ) ! ) 4 . T h e n ( ; w s l i d t i l e 

h o l t l s H K ; cove r i i ^ ' t ! t h r e s h o l d ;it t h e $ 1 . 0 0 0 

l e v e l Cor l i ) i ) 5 i i n d t h e n i n c r e a s e s H K ; l i i r e s i i o i d 

i n $ 1 0 0 i n c r e m e n t s Cor y e i i r s i iC ler l i ) i ) 5 . T h e 

( b r n i u i i i Cor i n c r e ; i s i i i g 1 he l i i r e s i i o i d is p r o ­

v i d e d i n s e c t i o n ; i l 2 1 ( x ) o C t i i e I n t e r i i i i i K e v e 

l i n e ( ^ ( H I O . a s ; i d d e d b y I b e n e w l ; iw. 

202 



Federal Register Notice 

Cnfnpt i lat fon. IJnele^r the; iie-w feirl i i i l la. tlie-
eIome;st.ic. eimploycr; rove;raf;e: tlire-sliolel amount, 
for 199() shal l be- e;e|iial to t he; I99.''i amount of 
$1.00(1 nililt.iplie.-rl by llie; ral.iei of the; nat ional 
ave;ra(,'e; wa);e; iiielox for I99'1 tei that feir 199:!. 
The: na l io i ia l aveira^'o wa;^e; iiieleix Ibr I99;l was 
pre-vioiisly ele;te;riiiiiie-el to be-$'2.'l.l;l2.f)7. The; 
ave:raf;e; waf^e; ilieleix Ibr 199'! is $'2.!.?.').'!..'•>.') as 
ele;te;rmiiie;el above-. I f the; ai i ioi i i i t . sei ele;te;r-
miiieiel is nol. a mult i pie; of $ 100. it s i ia l i be; 
rounelf.'el lo (.lie: ne;xt. Ie}we;r mult iple; of $100. 

Drmirs l ic Kniphryt-t: Cni't:ruf^i' Thn.sl iDlt i 
A i i in t tn l . The, rat io of t he; iiat ieiiial aveira^'e: 
wage; inek;x for 199-1, .$2:l,7.''i;)..''i:t, e:e>m|>aroel lo 
that for 199:!. .$2.i.l:.l2.(;7, is 1.02(18:191. M i i l t i -
p ly i i i f ; Mie; 199.5 elomosllc eimploye-e; e'ove;ra(;e; 
t.hre.-sliold amoimt. of $1,000 liy l l n ; rat . ioof 
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I Veigram Neis. 9(J.00I .Social .Se-eairity-Oisabilily 
Insiiralie.-e;; 91!.002 .Social ,Se;cnrity-lie;lire;me-iil. 
Insuranco: OfJ.OO:! .Social .Se;ciirit.y-.SiK:ciaI Be;ii-
e;flls for Pe-rseilis Ayexl 7'2 anel Over; 9(;.()0'1 
.Social .Se;e:iirit.y-.Siirvivors liisiiraiie:e;; 9(>.00(> 
.Sii|)pIe;montaI .Se;curit.y Income-.) 

Date;el: October 18. 199.5 
Sliirley S. Chater, 

CVi///////.s-.s-/ejr/i-r; Snctd! .S'l/cfi/l/y 

At/iuini.'itralit'fi 
(FR Doc. 95-26426 Filwl 10-24-95; 8:45am] 
B I L L I N G C O D E 4190-29-P 

This material was publisheid in the FeeJeral Regis­
ter on October 25, 1995, at 60 FR 54751. 
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G. GLOSSARY 

A c t u a r i a l balance. Tlie difference isetween tlie .suiniiiarized income rate 
and tlie .-suniniarizeci ceist rate over a given valuation period. 
A c t u a r i a l de f i c i t . A negative actiianal balance. 

A d j u s t e d gross income—AGI. Amount of income potentially subject to 
Federal income ta.xation, before c(jnsideration of exeniption.s and deduc­
tions. 

A d m i n i s t r a t i v e expenses. Expenses incurred by the, Social Security 
Administration, Department of Health and Human Services, and the 
Department of the Treasury in administering the OASDI program and 
the provisions of the Internal Revenue Code relating to the collection of 
contributions. Such administrative expenses are paid from the OASI and 
DI Trust Funds. 

Advance tax t ransfers . Amounts representing the estimated total 
OASDI tax contributions for a given month. From May 1983 through 
November 1990, such amounts were credited to the OASI and DI Trust 
Funds at the beginning of each month. Reimbursements were made from 
the trust funds tê i the general fund of the IVeasury for the associated loss 
of interest. Advance tax transfers are no longer made unless needed in 
order to pay benefits. 

A d v i s o r y Counc i l on Social Security. Prior to the enactment of the 
Social Security Independence and Preigram Improvements Act of 1994 
(Tublic Law 103-296) on August 1.5. 1994, the Social Security Act 
required the appointment of an Advisory Council every 4 years to study 
and review the financial status of the OASDI and Medicare ])rograms. 
The most recent Advisory Council was appointed on June 9, 1994, and is 
currently reviewing the financial status of the OASDI program. Under 
the provisions of Public Law 103-296, this is the last Advisory Council to 
be ap[jointed. 

A l t e rna t ives I , I I , o r I I I . See "Assumptions." 

A n n u a l balance. The difference between the income rate and the cost 
rate m a given year. 

Assets. Treasury notes and bonds, other securities guaranteed by the 
Federal Government, certain Federally spoiiseired agency obligations, and 
cash, held by the trust funds for investment purposes. 

Assumpt ions . Values relating to future trends in certain key factors 
which affect the balance in the trust funds. Demographic assumptions 
include fertility, mortality, net immigration, marriage, divorce, retirement 
patterns, disability incidence and termination rates, and changes in the 
labor force. Economic assumptions include uneniployiiieiit, average earn-
iii,gs, inflation, interest rates, and productivity. Three sets of economic 
assumptions are presented m this report— 
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• Alternative I is characterized as a "low cost" set—it assumes rela­
tively rapid economic growth, low inflation, and favorable (from the 
standpoint of program financing) demographic conditions. 

• Alternative I I is the "intermediate" set of assumptions, and repre­
sents the Trustees' "best estimates" of likely future economic and 
demographic conditions. 

• Alternative I I I , characterized as a "high cost" set, assumes slow eco­
nomic growth, more rapid inflation, and financially disadvantageous 
demographic conditions. 

See tables l l . D l and II.D2. 

A u t o m a t i c cos t -o f - l iv ing increase. The annual increase in benefits, 
effective for December, reflecting the increase in the cost of living. The 
benefit increase equals the percentage increase in the Consumer Price 
Index for Urban Wage Earners and Clerical Workers measured from the 
average over July, August, and September of the preceding year to the 
average for tlie same 3 months in the current year. I f the increase is less 
than one-tenth of 1 i)ercent, when rounded, there is no automatic increase 
for the current year; the increase for the next year would reflect the 
increase in the cost of l iving over a 2-year period. See table II.E2. I f the 
"stabilizer provision" applies, the increase may be less than the cost of liv­
ing. 

A u x i l i a r y benef ic iary. Monthly benefits payable to a spou.se or child of 
a retired or disabled worker, or to a survivor of a deceased worker. 
Average indexed m o n t h l y ea rn ings—AIME. The amount of earnings 
used injdetermining the primary insurance amount (PIA) for most work­
ers who attain age 62, become disabled, or die after 1978. A worker's 
actual past earnings are adjusted by changes in the "average wage index," 
in order to bring them up to their approximately equivalent value at the 
time of retirement or other eligibility for benefits. 

Average wage index. The average amount of total wages for each year 
after 1950, including wages in noncovered emiiloyment and wages m cov­
ered employment in excess of the OASDI contribution and benefit ba.se. 
These amounts are used to index the earnings of most workers first 
becoming ehgible for benefits in 1979 or later, and for automatic adjust­
ments in the contribution and benefit base, bend points, earnings test 
exempt amounts, and other wage-indexed amounts. See tables I I . E l , 
II .E2, and I I I . B l . 

A w a r d . An administrative determination that an individual is entitled to 
receive a specified type of OASDI benefit. Awards can represent not only 
new entrants to the benefit rolls but also persons already on the rolls who 
become entitled to a different type of benefit. 
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Awards usually result in the immediate payment of benefits, although 
payments may be deferred or withheld depending on the individual's par­
ticular circumstances. 
Baby boom. The ])eriod from the end of World War II through the niid-
1960s marked by unusually high birth rates. 
Bend points. The dollar amounts defining the AIME or PIA brackets in 
the benefit formulas. For the bend ])oints for years 1979 and later, see 
table II.E3. 
Beneficiary. A person who has been awarded benefits on the basis of his 
or her own or another's earnings record. The benefits may be either in 
current-payment status or withheld. 
Benefit award. See "Award." 
Benefit payments. The amounts disbursed for OASI and DI benefits by 
the Department of the Treasury in s])ecified periods. 
Benefit termination. See "Termination." 
Best estimate assumptions. See "Assumptions." 
Board of Trustees. A Board established by tlie Social Security Act to 
oversee the financial operations of the Federal Old-Age and Survivors 
Insurance Trust Fund and the Federal Disability Insurance Trust Fund. 
The Board is composed of six members, four of whom serve automatically 
by virtue of their positions in the Federal Government: the Secretary of 
the Treasury, who is the Managing Trustee, the Secretary of Labor, the 
Secretary of Health and Human Services, and the Commissioner of Social 
Security. The other two members are appointed by the President and 
confirmed by the Senate to serve as public representatives. Stephen G. 
Kellison and Marilyn Moon began serving 4-year terms on July 20, 1995. 
The Commissioner of Social Security became a member of the Board 
effective March 31, 1995, under Public Law 103-296, signed on August 15, 
1994. 

Book value. A bond's value between its price at purchase and its value 
at maturity. Book value is calculated as par value |)liis unamortized pre­
mium, if purchased at a price above its par value, or less unamortized dis­
count, if purchased below par. 
COLA. See "Automatic cost-of-living increase." 
Constant dollars. One or more financial amounts adjusted by tlie CPI to 
a constant year as a reference point. 
Consumer Price Index—CPI. Relative measure of inflation. In this 
report, all references to the CPI relate to the Consumer Price Index for 
Urban Wage Earners and Clerical Workers (CPI-W). See table I l . D l . 
Contribution and benefit base. Annual dollar amount above which 
earnings m employment covered under the OASDI program are neither 
taxable nor creditable for benefit com])utatioii purposes. (Also referred to 
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as "maxinuim contribution and benefit base," "annual creditable maxi­
mum," "taxable maximum," and "maximum taxable.") See tables I I .Bl 
and II.E2. See also, "HI contribution base." 

Contributions. The amount based on a percent of earnings, up to an 
annual maximum, that must be paid by— 

• employers and employees on wages from employment under the Fed­
eral Insurance Contributions Act, 

• the self-employed on net earnings from self-employment under the 
Self-Employment Contributions Act, and 

• States on the wages of State and local government employees cov­
ered under the Social Security Act through voluntary agreements 
under section 218 ofthe Act. 

Generally, employers withhold contributions from wages, add an equal 
amount of contributions, and pay both on a current basis. Also referred to 
as "taxes." 

Cost-of-living increase. See "Automatic cost-of-living increase." 
Cost rate. The cost rate for a year is the ratio of the cost (also called 
outgo, expenditures, or disbursements) of the program to the taxable pay­
roll for the year. In this context, the outgo is defined to include benefit 
payments, special monthly payments to certain uninsured persons who 
have 3 or more quarters of coverage (and whose payments are therefore 
not reimbursable from the general fund of the Treasury), administrative 
expenses, net transfers from the trust funds to the Railroad Retirement 
program under the financial-interchange provisions, and payments for 
vocational rehabilitation services for disabled beneficiaries; it excludes 
special monthly payments to certain uninsured persons whose payments 
are reimbursable from the general fund of the Treasury (as described 
above), and transfers under the interfund borrowing provisions. 
Covered earnings. Earnings in employment covered by the OASDI pro­
gram. 

Covered employment. All employment and self-employment creditable 
for Social Security purposes. Almost every kind of employment and self-
employment is covered under the program. In a few employment situa­
tions, for example, religious orders under a vow of poverty, foreign affili­
ates of American employers, or State and local governments, coverage 
must be elected by the employer. However, effective July 1991, coverage is 
mandatory for State and local employees who are not particqiating in a 
public employee retirement system. In a few situations, for example, min­
isters or self-employed members of certain religious groups, workers can 
opt out of coverage. 
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Covered worke r . A person who has earnings creditable for Social Secu­
ri ty purposes on the basis of services for wages in covered employment 
and/or on the basis of income from covered self-oiiiployiiient. 
Current -cos t financing. See "Pay-as-you-go financing." 
C u r r e n t dol la rs . Amounts expressed in nominal dollars with no adjust­
ment for inflationary changes in the value of the dollar over time. 
Cur ren t -paymen t status. Status of a beneficiary for whom a benefit is 
being paid for a given month (with or without deductions, i)rovided the 
deductions add to less than a ful l month's benefit). A benefit in current-
payment status for a month is usually payable on the third day of the fol­
lowing IllOlltll. 

Deemed wage c red i t . See "Mili tary service wage credits." 

Demographic assumptions. See "Assumptions." 

Disab i l i ty . For Social Secunty purposes, the inability to engage in sub­
stantial gainful activity (see "Substantial gainful activity") by reason of 
any medically determinable physical or mental impairment that can be 
expected to result in death or to last for a continuous peneid of not less 
than 12 months. Special rules a])ply for workers age 55 or older whose 
disability is liased em blindness. 

The law generally requires that a person be disabled continuously for 5 
months before he or she can cpialify for a disabled-worker benefit. 

D i sab i l i t y incidence rate . The proportion of workers in a given year, 
insured for but not receiving disability benefits, who ajiply for and are 
awarded disability benefits. 

D i sab i l i t y Insurance (DI) T rus t Fund . See "IVust fund." 
D i sab i l i t y t e r m i n a t i o n rate . The proportion of disabled-worker benefi­
ciaries in a given year whose disability benefits terminate as a result of 
the individual's recovery, death, or attainment of normal retirement age. 
Disab led-worker benef i t . A monthly benefit payable to a disabled 
worker under normal retirement age and insured for disability. Before 
Novenil>er 1960, disability benefits were limited to disabled workers aged 
50-64. 

Earnings . Unless otherwise qualified, all wages from employment and 
net earnings from self-em|)loyiiient, whether or not taxable or covered. 
Earn ings test. The provision requiring the withholding of benefits i f 
beneficiaries under age 70 have earnings in excess of certain exempt 
amounts. See table II.E2. 

Economic assumptions. See "Assumptions." 

Ef fec t ive in teres t rate. See "Interest rate." 

Excess wages. Wages in excess of the contribution and benefit base on 
which a worker init ial ly pays taxes (usually as a result of working for 
more than one employer during a year). Employee taxes on excess wages 

2i«t 



G/o.s.sa/;y 

are refunded to affected employees, while the employer taxes are not 
refunded. 

Federal Insurance Contributions Act—FICA. Provision authorizing 
taxes on the wages of employed persons to provide for Retirement, Survi­
vors, and Disability Insurance, and for Hospital Insurance. The tax is 
paid in equal amounts by workers and their employers. 
Financial interchange. Provisions of the Railroad Retirement Act pro­
viding for transfers between the trust funds and the Social Security 
Equivalent Benefit Account of the Railroad Retirement program in order 
to place each trust fund in the same position it would have been in if rail­
road employment had always been covered under Social Security. 
Fiscal year. The accounting year of the United States Government. 
Since 1976, each fiscal year has begun on October 1 of the prior calendar 
year and ended the following September 30. For example, fiscal year 1996 
began October 1, 1995 and will end September 30, 1996. 

Full advance funding. A financing scheme where taxes or contributions 
are established to match the full cost of future benefits as these costs are 
incurred through current service. Such financing methods also provide fê r 
amortization over a fixed period of any financial liability that is incurred 
at the beginning of the program (or subsequent modification) as a result 
of granting credit for past service. 
General fund of the Treasury. Funds held by the Treasury of the 
United States, other than receipts collected for a specific purpose (such as 
Social Security) and maintained in a separate account for that purpose. 

General fund reimbursements. Transfers from the general fund ofthe 
Treasury to the trust funds for specific purposes defined in the law, 
including: 

• The costs associated with providing special payments made to unin­
sured persons who attained age 72 before 1968, and who had fewer 
than 3 quarters of coverage. 

• Payments corresponding to the employee-employer taxes on deemed 
wage credits for military personnel. 

• Interest on checks which are not negotiated 6 months after the 
month of issue. (For checks issued before October, 1989, the principal 
was returned to the trust funds as a general fund reimbursement; 
since that time, the principal amount is automatically returned to 
the issuing fund when the check is uncashed after a year.) 

• Administrative expenses incurred as a result of furnishing informa­
tion on deferred vested benefits to pension plan participants, as 
required by the Employee Retirement Income Security Act of 1974 
(Public Law 93-406). 
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Gross Domestic Product—GDP. The total dollar value of all goods and 
services produced by labor and property located in the United States, 
regardless of who sup])lies the labor or property. 

Gross N a t i o n a l Product—GNP. Tlie total dollar value of all goods and 
services produced by labor and property supplied by United States resi­
dents, regardless o f the location in which the production occurs. 
H I c o n t r i b u t i o n base. Annual dollar amount above which earnings in 
employment covered under the HI program are not taxable. (Also referred 
to as "maxinuim contribution base," "taxable maximum," and "maximum 
taxable.") Beginning in 1994, the HI contribution base was eliminated. 
H i g h cost assumptions. See "Assumptions." 
Hosp i t a l Insurance (HI ) T rus t F u n d . See "Trust fund." 
Income rate . Ratio of income from tax revenues on a liability basis (pay­
roll-tax contributions and income from the taxation of benefits) to the 
OASDI taxable payroll for the year. 

I n f l a t i o n . An increase in the volume of money and credit relative to 
available goods, resulting in an increase in the general price level. 

Insu red status. The state or condition of having sufficient quarters of 
coverage to meet the eligibility requirements for retired-worker or dis­
abled-worker benefits, or to permit the worker's spouse and children or 
survivors to establish eligibility for benefits in the event of his or her dis­
ability, retirement, or death. See "Quarters of coverage." 
In teres t . A payment in exchange for the use of money during a specified 
period. 

In teres t rate . Interest rates on new public-debt obligations issuable to 
Federal trust funds (see "Special public-debt obligation") are determined 
monthly. Such rates are set equal to the average market yield on all out­
standing marketable U.S. securities not due to mature for at least 4 years 
from the date of the determination. See table I l . D l for historical and 
assumed future interest rates on new special-issue securities. The "effec­
tive" interest rate for a trust fund is the ratio of the interest earned by the 
fund over a given period of time to the average level of assets held by the 
fund during the period. The effective rate of interest thus represents a 
measure of the overall average interest earnings on the fund's portfolio of 
assets. 

I n t e r f u n d b o r r o w i n g . The borrowing of assets by a trust fund (OASI, 
DI , or HI) from another o f the trust funds when the first fund is in danger 
of exhaustion. Interfund borrowing was permitted by the Social Security 
Act only during 1982 through 1987; all amounts borrowed were to be 
repaid prior to the end of 1989. The only exercise of this authority 
occurred in 1982, when the OASI Trust Fund borrowed assets from the DI 
and HI Trust Funds. Tlie final repayment of borrowed amounts occurred 
in 1986. 
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Intermediate assumptions. See "Assumptions." 
Long range. The next 75 years. Long-range actuarial estimates are 
made for this period because it is approximately the maximum remaining 
lifetime of current Social Security participants. 
Low cost assumptions. See "Assumptions." 
Lump-sum death benefit. A lump sum, generally $255, payable on the 
death of a fully or currently insured worker. Tlie lump sum is payable to 
the surviving spouse of the worker, under most circumstances, or to the 
worker's children. 

Maximum family benefit. The maximum monthly amount that can be 
paid on a worker's earnings record. Wlienever the total of the individual 
monthly benefits payable to all the beneficiaries entitled on one earnings 
record exceeds the maxinuim, each dependent's or survivor's benefit is 
proportionately reduced to bring the total within the maximum. Benefits 
payable to divorced spouses or surviving divorced spouses are not reduced 
under the family maximum provision. 

Medicare. A nationwide. Federally administered health insurance pro­
gram authorized in 1965 to cover the cost of hospitalization, medical care, 
and some related services for most people over age 65, people receiving 
Social Security Disability Insurance payments for 2 years, and people 
with End-Stage Renal Disease. Medicare consists of two separate but 
coordinated programs— Part A (Hospital Insurance, HI) and Part B (Sup­
plementary Medical Insurance, SMI). All persons entitled to HI are eligi­
ble to enroll in the SMI program on a voluntary basis by paying a 
monthly premium. Health insurance protection is available to Medicare 
beneficiaries without regard to income. 
Mi l i ta ry service wage credits. Credits recognizing that military per­
sonnel receive wages in kind (such as food and shelter) in addition to 
their basic pay and other cash payments. Noncontributory wage credits of 
$160 were provided for each month of active military service from Sep­
tember 16, 1940, through December 31, 1956. For years after 1956, the 
basic pay of military personnel is covered under the Social Security pro­
gram on a contributory basis. In addition to the contributory credits for 
basic pay, noncontributory wage credits of $300 were granted for each cal­
endar quarter, from January 1957 through December 1977, in which a 
person received pay for niihtary service. In years after 1977, noncontribu­
tory wage credits of $100 are granted for each $300 of military wages, up 
to a maximum credit of $1,200 per calendar year. 
National average wage index. See "Average wage index." 
Normal retirement age. The age at which a person may first become 
entitled to unreduced retirement benefits. Currently age 65, but sched­
uled under present law to increase gradually to 67 for persons reaching 
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that age in 2027 or later, beginning with an increase to 65 years and 2 
months for persons reaching age 65 in 2003. 

Old-Age and Su rv ivo r s Insurance (OASI) T rus t Fund . See "Trust 
fund." 

Old- law base. Amount the contribution and benefit base would have 
been i f the discretionary increases in the base under the 1977 amend­
ments had not been enacted. Tlie Social Security Amendments of 1972 
provided for automatic annua] indexing of the contribution and benefit 
base. The Social Secunty Amendments of 1977 prejvided ad hoc increases 
to the bases for 1979-81, with subsequent bases updated in accordance 
with the normal indexing procedure. See table II.E3. 

Par value. The value printed on the face of a bond. For both public and 
special issues held by the trust funds, ])ar value is also the redemption 
value at maturity. 

Pa r t i a l advance f u n d i n g . A financing scheme where taxes are sched­
uled to provide a substantial accumulation of trust fund assets, thereby 
generating additional interest income to the trust funds and reducing the 
need for payroll tax increases in periods when costs are relatively high. 
(Higher general taxes or additional borrowing may be required, however, 
to support the payment of such interest.) Wlule substantial, the trust 
fund buildup under partial advance funding is much smaller than i t 
would be with ful l advance funding. 

Pay-as-you-go financing. A financing scheme where taxes are sched­
uled to produce just as much income as required to pay current benefits, 
wi th trust fund assets built up only to the extent needed to prevent 
exhaustion of the fund by random economic fluctuations. 
Pay ro l l taxes. A tax levied on the gross wages of workers. See tables 
I I . B l and I I I . A l . 

Popu la t ion i n the Social Secur i ty Area . The population comprised of 
(i) residents of the 50 States and the District of Columbia (adjusted for 
net census undercount); (ii) civilian residents of Puerto Rico, the Virgin 
Islands, Guam, and American Samoa; (iii) Federal civilian employees and 
persons in the Armed Forces abroad and their dei)endeiits; (iv)crew mem­
bers of merchant vessels; and (v) all other U.S. citizens abroad. 
Present value. The equivalent value, at the present time, of a future 
stream of payments (either income or expenditures). The present value of 
a future stream of payments may be thought of as the lump-sum amount 
that, i f invested today, together with interest earnings would be just 
enough to meet each of the payments as they fell due. At the time of the 
last i^ayment, the invested fund would be exactly zero. For example, a 
home mortgage of $100,000 represents the present value at 8 percent 
interest of future monthly payments of $714.40 for the next 30 years. 
Present values are widely used in calculations involving financial trans-
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actions over long periods of time to account for the time value of money 
(interest) and the changing value ofthe dollar (inflation). 
Primary insurance amount—PIA. The monthly amount payable to a 
retired worker who begins to receive benefits at normal retirement age or 
(generally) to a disabled worker. Tliis amount, which is related to the 
worker's average monthly wage or average indexed monthly earnings, is 
also the amount used as a base for computing all types of benefits payable 
on the basis of one individual's earnings record.-

Primary insurance amount formula. The mathematical formula 
relating the PIA to the AIME for workers who attain age 62, become dis­
abled, or die after 1978. The PIA is equal to the sum of 90 percent of 
AIME up to the first bend point, plus 32 percent of AIME above the first 
bend point up to the second bend point, plus 15 percent of AIME in excess 
of the second bend point. Automatic benefit increases are applied begin­
ning with the year of eligibility. See table II.E3 for historical and assumed 
future bend points and table II.E2 for historical and assumed future ben­
efit increases. 

Quarters of coverage. Basic unit of measurement for determining 
insured status. In 1996, a worker receives one quarter of coverage (up to a 
total of four) for each $640 of annual covered earnings. The amount of 
earnings required for a quarter of coverage is subject to annual automatic 
increases in proportion to increases in average earnings. For amounts 
applicable for years after 1978, see table 11.E3. 

Railroad retirement. A Federal insurance program, somewhat similar 
to Social Security, designed for workers in the railroad industry. Tlie pro­
visions of the Railroad Retirement Act provide for a system of coordina­
tion and financial interchange between the Railroad Retirement program 
and the Social Security program. 
Reallocation of tax rates. An increase in the tax rate payable to either 
the OASI or DI Trust Fund, with a corresponding reduction in the rate for 
the other fund, so that the total OASDI tax rate is not changed. 
Real-wage differential . Tlie difference between the percentage 
increases in (1) the average annual wage in covered employment and (2) 
the average annual Consumer Price Index. See table I l . D l . 
Recession. A period of adverse economic conditions; in particular, two or 
more successive calendar quarters of negative growth in either Gross 
Doniestic Product, or Gross National Product. 

Retired-worker benefit. A monthly benefit payable to a fully insured 
retired worker aged 62 or older or to a person entitled under tlie transi-
tionally insured status provision in the law. Retired-worker benefit data 
do not include special age-72 benefits. 
Retirement age. The age at which an individual establishes entitlement 
to retirement benefits. See also, "Normal retirement age." 
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Retirement earnings test. See "Earnings test." 
Retirement test. See "Earnings test." 
Self-employment. Operation of a trade or business by an individual or 
by a partnership m which an individual is a member. 
Self-Employment Contributions Act—SECA. Provision authorizing 
Social Security taxes on the net earnings of most self-employed persons. 
Short range. The next 10 years. Short-range actuarial estimates are 
prepared for this period because of the short-range test of financial ade­
quacy. The Social Security Act requires estimates for 5 years; estimates 
are prepared for an additional 5 years to help clarify trends which are 
only starting to develop in the mandated first 5-year period. 

Social Security Act. Provisions of the law governing most operations of 
the Social Secunty program. Original Social Security Act is Public Law 
74-271, enacted August 14, 1935. With subsequent amendments, the 
Social Security Act consists of 20 titles, of which four have been repealed. 
The Old-Age, Survivors, and Disability Insurance program is authorized 
by Title I I ofthe Social Security Act. 
Special public-debt obligation. Securities of the United States Gov­
ernment issued exclusively to the OASI, DI, HI, and SMI Trust Funds 
and other Federal trust funds. Section 201(d) of the Social Security Act 
provides that the public-debt obligations issued for purchase by the OASI 
and DI Trust Funds shall have maturities fixed with due regard for the 
needs of the funds. The usual practice in the past has been to spread the 
holdings of special issues, as of each June 30, so that the amounts matur­
ing in each of the next 15 years are approximately equal. Special public-
debt obligations are redeemable at par value at any time and carry inter­
est rates determined by law (see "Interest rate"). See also tables II.C2 and 
II.C4 for a listing of the obligations held by the OASI and DI Trust Funds, 
respectively. 

Stabilizer provision. Section 215(i)(l)(C) of the Act, which provides 
that if the combined assets ofthe OASI and DI Trust Funds, as a percent­
age of estimated annual expenditures, fall below a specified level, auto­
matic benefit increases will be limited to the lower of the increases in 
wages or prices. The specified level is 20 percent for benefit increases in 
1989 and later. 
Statutory blindness. Central visual acuity of 20/200 or less in the bet­
ter eye with the use of a correcting lens or tunnel vision of 20" or less. 

Substantial gainful activity. The level of work activity used to estab­
lish disability. A finding of disability requires that a person be unable to 
engage in substantial gainful activity. Under current regulations, a per­
son who is not statutorily blind and is actually earning more than $500 a 
month (net of impairment-related work expenses) is ordinarily considered 
to be engaging in substantial gainful activity. A person who is statutorily 
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blind (see "Statutory blindness") is not considered to be engaging in sub­
stantial gainful activity, for the purpose of determining a condition of dis­
ability, unless the person's earnings are more than $960 a month in 1996 
(net of impairment-related work expenses). This amount for the blind is 
subject to adjustment each year to reflect increases in average wage lev­
els. 

Summarized balance. The difference between the summarized cost rate 
and the summarized income rate, expressed as a percentage of taxable 
payroll. 

Summarized cost rate. The.ratio of the present value of expenditures to 
the present value of the taxable payroll for the years in a given period. 
Tliis ratio can be used as a measure ofthe relative level of expenditures 
during the period in question. For purposes of evaluating the financial 
adequacy ofthe program, the summarized cost rate is adjusted to include 
the cost of reaching and maintaining a "target" trust fund level. Because 
a trust fund level of about 1 year's expenditures is considered to be an 
adequate reserve for unforeseen contingencies, the targeted trust fund 
ratio used in determining summarized cost rates is 100 percent of annual 
expenditures. Accordingly, the adjusted summarized cost rate is equal to 
the ratio of (a) the sum ofthe present value ofthe outgo during the period 
plus the present value of the targeted ending trust fund level, to (b) the 
present value ofthe taxable payroll during the projection period. 
Summarized income rate. The ratio ofthe present value of tax income 
to the present value of taxable pajrroll for the years in a given period. This 
ratio can be used as a measure of the relative level of income during the 
period in question. For purposes of evaluating the financial adequacy of 
the program, the summarized income rate is adjusted to include assets on 
hand at the beginning of the period. Accordingly, the adjusted summa­
rized income rate equals the ratio of (a) the sum of the trust fund balance 
at the beginning of the period plus the present value of the total income 
from taxes during the period, to (b) the present value of the taxable pay­
roll for the years in the period. 

Supplemental Security Income—SSI. A Federally administered pro­
gram (often with State supplementation) of cash assistance for needy 
aged, blind, or disabled persons. SSI is funded through the general fund 
ofthe Treasury and administered by the Social Security Administration. 
Supplementary Medical Insurance (SMI) Trust Fund. See "Trust 
fund." 

Survivor benefit. Benefit payable to a survivor of a deceased worker. 
Taxable earnings. Wages and/or self-employment income, in employ­
ment covered by the OASDI and/or HI programs, that is under the appli­
cable annual maximum taxable limit. For 1994 and later, no maximum 
taxable limit applies to the HI program. 
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Taxable p a y r o l l . A weighted average of taxable wages and taxable self-
employment income. Wlien multiplied by the combined employee-
employer tax rate, i t yields the total amount of taxes incurred by employ­
ees, employers, and the self-employed for work dunng the period. 
Taxable se l f -employment income. Net earnings from self-emjiloy-
iiieiit , generally above $400 and below the annual taxable and creditable 
maximum amount for a calendar or other taxable year, less any taxable 
wages in the same taxable year. 
Taxable wages. See "Taxable earnings." 

Taxation of benefits. During 1984-93, up to one-half of an individual's 
eir a ceiuple's OASDI benefits was potentially subject to Federal income 
taxation under certain circumstances. The revenue derived from this pro­
vision was allocated to the OASI and DI Trust Funds on the basis of the 
income taxes paid on the benefits from each fund. Beginning in 1994, the 
maximuiii portie)ii of OASDI benefits potentially subject to taxation was 
increased to 85 percent. The additional revenue derived from taxation of 
benefits in excess of one-half, up to 85 percent, is allocated to the HI Trust 
Fund. 

Taxes. See "Contributions." 

T e r m i n a t i o n . Cessation of payment of a specific type of benefit because 
the beneficiary is no longer entitled to receive it . For example, benefits 
might terminate as a result of the death of the beneficiary, the recovery of 
a disabled beneficiary, or the attainment of age 18 by a child beneficiary. 
In some cases, the individual may become immediately entitled to 
another type of benefit (such as the conversion of a disabled-worker bene­
ficiary at normal retirement age to a retired-worker beneficiary). 
Test o f Long-Range Close A c t u a r i a l Balance. Summarized income 
rates and cost rates are calculated for each of 66 valuation periods within 
the fu l l 75-year long-range projection period. Tlie first of these periods 
consists o f the next 10 years. Each succeeding period becomes longer by 1 
year, culminating with the period consisting of the next 75 years. The 
long-range test is met if, for each of the 66 valuation periods, the actuar­
ial balance is not less than zero or is negative by, at most, a specified per­
centage of the summarized cost rate for the same time period. The 
percentage allowed for a negative actuanal balance is 0 percent for the 
10-year period, grading uniformly to 5 percent for the fu l l 75-year period. 
The criterion for meeting the test is less stringent for the longer periods 
in recognition of the greater uncertainty associated with estimates for 
more distant years. The test is applied to OASI and DI separately, as well 
as combined, based on the intermediate (alternative I I ) set of assump­
tions. 
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Test of Short-Range Financial Adequacy. The conditions required to 
meet this test are as follows: 

• I f the trust fund ratio for a fund exceeds 100 percent at the begin­
ning ofthe projection period, then i t must be projected to remain at 
or above 100 percent throughout the 10-year projection period; 

• Alternatively, i f the fund ratio is initially less than 100 percent, it 
must be projected to reach a level of at least 100 percent within 5 
years (and not be depleted at any time during this period) and then 
remain at or above 100 percent throughout the remainder of the 10-
year period. 

These conditions apply to each trust fund separately, as well as to the 
combined funds, and are evaluated based on the intermediate (alternative 
II) set of assumptions. 

Total fe r t i l i ty rate. The average number of children who would be born 
to a woman in her lifetime i f she were to experience the birth rates by age 
observed in, or assumed for, a specified year, and i f she were to survive 
the entire childbearing period. 
Trust fund. Separate accounts in the United States Treasury in which 
are deposited the taxes received under the Federal Insurance Contribu­
tions Act, the Self-Employment Contributions Act, contributions resulting 
from coverage of State and local government employees; any sums 
received under the financial interchange with the railroad retirement 
account; voluntary hospital and medical insurance premiums; and trans­
fers of Federal general revenues. Funds not withdrawn for current 
monthly or service benefits, the financial interchange, and administrative 
expenses are invested in interest-bearing Federal securities, as required 
by law; the interest earned is also deposited in the trust funds. 

• Old-Age and Survivors Insurance (OASI). The trust fund used 
for paying monthly benefits to retired-worker (old-age) beneficiaries 
and their spouses and children and to survivors of deceased insured 
workers. 

• Disability Insurance (DI). The trust fund used for paying monthly 
benefits to disabled-worker beneficiaries and their spouses and chil­
dren and for providing rehabihtation services to the disabled. 

• Hospital Insurance (HI). The trust fund used for paying part of 
the costs of inpatient hospital services and related care for aged and 
disabled individuals who meet the eligibility requirements. 

• Supplementary Medical Insurance (SMI). The trust fund used 
for paying part of the costs of physician's services, outpatient hospi­
tal services, and other related medical and health services for volun­
tarily enrolled aged and disabled individuals. 
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Trust fund ratio. A measure of the adequacy of the trust fund level. 
Defined as the assets at the beginning of the year, including advance tax 
transfers (if any), expressed as a percentage ofthe outgo during the year. 
The trust fund ratio rejjresents the proiiortion of a year's oiitgo vvliicli 
could be paid with the funds available at the beginning ofthe year. 
Unnegotiated check. A check which has not been cashed 6 months after 
the end of the month in which the check was issued. Wlieii a check has 
been outstanding for a year (i) the check is administratively cancelled by 
the Department of the Treasury and (ii) the issuing trust fund is reini-
Inirsed separately for the amount ofthe check and interest for the period 
the check was outstanding. The appropriate trust fund also receives an 
interest adjustment for the time the check was outstanding if it is cashed 
6-12 nioliths after the month of issue. If a check is presented for payment 
after it is administratively cancelled, a replacement check is issued. 
Valuation period. A period of years which is considered as a unit for 
purposes of calculating the financial status of a trust fund. 
Vocational rehabilitation. Services provided to disabled persons to 
help enable them to return to gainful employment. Reimbursement from 
the trust funds for the costs of such services is made only in those cases 
where the services contributed to the successful rehabilitation of the ben­
eficiaries. 

Year of exhaustion. The year in which a trust fund would become 
unable to pay benefits when due because the assets of the fund were 
exhausted. 
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Opinion Letter 

H. STATEMENT OF ACTUARIAL OPINION 

It is my opinion that (1) the techniques and methodology used herein 
to evaluate the financial and actuarial status of the Federal Old-Age 
and Survivors Insurance and Disability Insurance Trust Funds are 
generally accepted within the actuarial profession; and (2) the 
assumptions used and the resulting actuarial estimates are, in the 
aggregate, reasonable for the purpose of evaluating the financial and 
actuarial status of the trust funds, taking into consideration the expe­
rience and expectations of the program and the deferral, until next 
year's report, of reflecting the effects of changes in the measurement 
of the Consumer Price Index and the growth in real Gross Domestic 
Product. 

6 
Harry C. Ballantyne, 
Associate of the Society of Actuaries, 
Member of the American Academy of Actuaries, 
Chief Actuary, Social Security Administration 
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