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1979 ANNUAL REPORT OF THE BOARD OF TRUSTEES
OF THE FEDERAL OLD-AGE AND SURVIVORS
INSURANCE TRUST FUND AND THE FEDERAL
DISABILITY INSURANCE TRUST FUND

1. Tue Boarp oF TRUSTEES

The Federal Old-Age and Survivors Insurance Trust Fund, estab-
lished on January 1, 1940, and the Federal Disability Insurance Trust
Fund, established on August 1, 1956, are held by the Board of Trustees
under the authority of section 201(c) of the Social Security Act. The
Board is comprised of three members who serve in an ex officio capacity.
The members of the Board are the Secretary of the Treasury, the
Secretary of Labor, and the Secretary of Health, Education, and Wel-
fare. The Secretary of the Treasury is designated by law as the Man-
aging Trustee. The Commissioner of Social Security is Secretary of
the Board. The Board of Trustees reports to the Congress once each
year, in compliance with section 201 (¢) (2) of the Social Security Act.
This report 1s the annual report for 1979, the 39th such report.

II. Apvisory CoUNCIL ON SOCIAL SECURITY

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

The Council is required to submit its final reports to the Secretary of
Health, Education, and Welfare no later than October 1, 1979. After
the Council’s reports are transmitted by the Secretary to the Congress
and to the Board of Trustees of each of the trust funds, the Council
will cease to exist. Comments on the Council’s report and recommenda-
tions with respect to the old-age, survivors, and disability insurance
program will be included in the 1980 annual report of the Board of
Trustees.

The Council commissioned a Panel of Consultants, consisting of
three actuaries and three economists, to review the cost estimates for
the old-age, survivors, and disability insurance program and related
subjects. The Panel has submitted a final draft report of its findings.
In general, the Panel found the assumptions and methodology under-

1)



2

lying the projections in the 1978 annual report of the Board of Trustees
to be reasonable. The Panel did recommend some changes in the as-
sumptions, in part because of emerging experience after the prepara-
tion of the 1978 annual report. Many of these recommendations are
reflected in the estimates that appear in this report. The Panel’s final
draft report is available to the public; its final report will be published
as an appendix to the Council’s final report.

ITI. HieurLicHTS

The important features of the 1979 annual report are described in
this section,
1. Highlights during fiscal year 1978 were:

(a) The assets of both trust funds combined declined by $4.3 bil-
lion, to $35.3 billion on September 30, 1978. This represents 34
percent of the estimated outgo in the following fiscal year, 1979.
Income amounted to $89.6 billion, 10 percent more than in fiscal
year 1977. Expenditures totaled $93.9 billion, also 10 percent more
than in fiscal year 1977. A smaller decline in the combined trust
funds is expected in fiscal year 1979. In fiscal year 1978, income to
the disability insurance trust fund exceeded expenditures for the
first time since 1974. This was primarily because of an increase in
contribution rates allocated to the disability insurance trust fund,
which became effective on January 1, 1978, Another contributing
factor was a significant decline in the number of newly disabled
workers who began to receive benefits in 1978.

(b) The following changes of major importance oceurred in the
program :

(1) The total contribution rates increased from 4.95 per-
cent to 5.05 percent for employees and employers, each, and
from 7.0 percent to 7.1 percent for self-employed persons,
effective January 1, 1978;

(2) An automatic cost-of-living benefit increase of 6.5 per-
cent became effective for June 1978 (the published statement
announcing the determination of this increase is shown in
appendix B) ;

(3) The contribution and benefit based increased from
$16,500 to $17,700 effective January 1,1978;

(4) The annual exempt amount under the retirement test
increased from $3,000 to $4,000 for beneficiaries aged 65 and
over, and from $3,000 to $3,240 for beneficiaries under age
65, effective January 1, 1978; and

(5) The amount of earnings required for a quarter of cov-
erage was changed from $50 or more in a quarter to $250 on
an annual basis, beginning January 1, 1978.

(c) The trust funds earned interest amounting to $2.4 billion
during fiscal year 1978. The effective annual rate of interest earned
by the combined assets of the trust funds during the 12 months
that ended June 30, 1978, was 7.2 percent.

(d) The number of persons receiving monthly benefits under
the OASDI program totaled 34.4 million at the end of September
1978. An estimated 110 million workers had earnings in calendar
year 1978 that were taxable and creditable toward benefits under
the program.
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2. For 1979 the following changes of major importance have been
made in the program, effective January 1:

(a) The method of computing benefits was changed to a new
formula which stabilizes the future relationship between benefits
and earnings;

(b) The contribution and benefit base was increased from
$17,700 to $22,900;

(¢) The exempt amount under the retirement test was increased
from $4,000 to $4,500 for beneficiaries aged 65 and over, and from
$3,240 to $3,480 for those under 65; and

(d) The amount of annual earnings required for a quarter of
coverage was increased from $250 to $260.

The published statement announcing the last three changes is shown
in appendix C.

3. Projections of the financial status of the old-age and survivors
insurance and disability insurance (OASDI) program are shown
under three sets of economic and demographic assumptions to indicate
the general range of such projections under differing assumptions.
Under the intermediate set of assumptions, the old-age and survivors
insurance (OASI) and disability insurance (DI) trust funds, com-
bined, increase in every year after 1980 until the early years of the
next century.

Under a more optimistic set of assumptions, it is estimated that in-
come will exceed expenditures in every year after 1980 for as far into
the future as projections are made (75 years). Under a more pessimis-
tic set of assumptions, however, expenditures from the OASI trust
fund are projected to exceed income in every year through 1984, and
the fund would experience cash-flow problems, as noted below.

Detail on these projections is given for three time periods of par-
ticular interest:

(a) Short-range (1979-1983)—Financing is adequate to main-
tain positive OA ST and DI trust fund balances through 1983 under
the intermediate and optimistic sets of assumptions. Under the
pessimistic assumptions, the DI trust fund is also adequately fi-
nanced through 1983. However, the OASI trust fund balance be-
comes so low that cash-flow problems begin in 1983.

(b) Medium-range (1979-2003)—Under the intermediate as-
sumptions, annual expenditures average 10.59 percent of taxable
payroll, while tax income averages 11.76 percent of taxable payroll.
This produces an estimated actuarial surplus of 1.17 percent of
taxable payroll over the next 25 years. However, under the pessi-
mistic assumptions, the cash-flow problems of the OASTI trust fund
that begin in 1983 would continue until a year or two after a
scheduled increase in contribution rates in 1990,

(¢) Long-range (1979-2053)—Under the intermediate set of
assumptions, annual expenditures average 13.38 percent of taxable
payroll while tax income averages 12.19 percent of taxable payroll.
This produces an estimated actuarial deficit of 1.20 percent of tax-
able payroll over the next 75 years. It should be recognized that
the long-range estimates are subject to appreciable variability be-
cause of the uncertainties concerning the future behavior of
various economic and demographic factors.
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IV. Nature or 1aE Trust FUNDs

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

The major sources of receipts of these two funds are (1) amounts
appropriated to each of them under permanent appropriation on the
basis of contributions paid by workers and their employers, and by in-
dividuals with self-employment income, in work covered by the old-
age, survivors, and disability insurance program and (2) amounts
deposited in each of them representing contributions paid by or on
behalf of workers employed by State and local governments and by
such employers with respect to wages covered by the program. All em-
ployees, and their employers, in employment covered by the program
are required to pay contributions with respect to the wages of individ-
ual workers, Empz)yees are required to pay contributions with respect
to cash tips, but employers are required to pay contributions on only
that part of tip income deemed to be wages under the Federal mini-
mum wage law. All covered self-employed persons are required to pay
contributions with respect to their covered self-employment income.

In general, an individual’s contributions are computed on annual
wages or self-employment income, or both wages and self-employment
income combined, up to a specified maximum annual amount, with
the contributions being determined first on the wages and then on any
self-employment income within the annual maximum amount. An em.
ployee who pays contributions on wages in excess of the annual maxi-
mum amount (because of employment with two or more employers) 1s
eligible for a refund of the excess contributions. The amount of bene-
fits that an individual (or his dependents or survivors) may become
entitled to under the OASDI program is based on the amount of the
individual’s taxable earnings in each year. The maximum amount of
earnings taxable in a year is also the maximum amount of earnings
creditable toward benefits in that year, and the maximum amount is
referred to as the contribution and benefit base.

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



5

TABLE 1.—CONTRIBUTION AND BENEFIT BASE AND CONTRIBUTION RATES

Contribution rates (percent of taxable earnings)

Contribution Employees and employers, each Self-employed
and benefit

Calendar years base  OASDI 0ASI DI OASDI 0ASI DI
$3, 000 1. 000
3, 000 1. 500
3,600 1. 500
3,600 2.000
4,200 2.000
4,200 2.250
4, 800 2.500
4, 800 3. 000
4, 800 3.125
4, 800 3.625
6, 600 3.850
6, 600 3.900
7,800 3.800
7, 800 4.200
7,800 4,200
7, 800 4,600
, 000 4.600
10, 800 4, 850
13, 200 4,950
14, 100 4.950
15, 300 4.950
16, 500 4.950
17,700 5. 050
22,900 5. 080

25, 900 5. 080 4,330 750  7.0500  6.0100 1. 0400

29, 700 5.350 4,525 825 8.0000 6.7625 1.2375

" 5. 400 4,575 825  8.0500  6.8125 1.2375

Q) 5.700 4.750 950  8.5500  7.1250 1. 4250

1 Subject to automatic increase.

All contributions are collected by the Internal Revenue Service and
deposited in the general fund of the Treasury as internal revenue col-
lections, except for amounts received under State agreements (to ef-
fectuate coverage under the program for State and Tocal government
employees) which are deposited directly in the trust funds. The in-
ternal revenue collections are immediately and automatically appropri-
ated to the trust funds on an estimated basis. The exact amount of
contributions received is not known initially because contributions un-
der the OASDI and hospital insurance programs and individual in-
come taxes are not separately identified in collection reports received
by the Treasury Department. Periodic adjustments are subsequently
made to the extent that the estimates are found to differ from the
amounts of contributions actually payable on the basis of reported
earnings. Adjustments are also made to account for any refunds to
workers who paid contributions on wages in excess of the contribu-
tion and benefit base.

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

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

The income and expenditures of the trust funds are also affected by
the provisions of the Railroad Retirement Act which provide for a
system of coordination and financial interchange between the railroad
retirement program and the OASDI program. Under these provisions,
transfers between the railroad retirement account and the trust funds
are made on an annual basis in order to place each trust fund in the
same position as it would have been if railroad employment had al-
ways been covered under social security.

Several other provisions in the Social Security Act also affect the
income and expenditures of the trust funds. Tncome is affected by pro-
visions for (1) annual reimbursements from the general fund of the
Treasury to the OAST and DI trust funds for any cost arising from the
granting of noncontributory wage credits for military service, accord-
ing to periodic determinations made by the Secretary of Health, Edu-
cation, and Welfare; (2) annual reimbursements from the general
fund of the Treasury to the OAST trust fund for any costs arising
from special monthly cash payments to certain persons who reached
age 72 before 1968, almost all of whom are not eligible for cash bene-
fits under other provisions of the OASDI program; and (3) the re-
ceipt of unconditional money gifts or bequests made for the benefit
of the trust funds or any activity financed through the funds. In addi-
tion to the payment of benefits from the trust funds, the following
expenditures from the trust funds are authorized : (1) costs of voca-
tional rehabilitation services furnished to disabled persons receiving
benefits because of their disability, which may not exceed a specified
percentage of the benefits certified for payment to these types of benefi-
ciaries in the preceding year; (2) expenses incurred by the Department
of Health, Education, and Welfare and by the Treasury Department
in carrying out the provisions of title IT of the Social Security Act
and of the Tnternal Revenue Code relating to the collection of con-
tributions; and (3) expenditures for construction, rental, and lease or
purchase contract of office buildings and related facilities for the So-
cial Security Administration.

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

V. SumMmary or THE OPERATIONS OF THE OLD-AGE AND SURVIVORS
InsurancE anD DisaBiLiry 1Nsurance Trust Funps, Fiscan Year
1978

A. 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 1978, and of
the assets of the fund at the beginning and end of the fiscal year, is
presented in table 2. Comparable amounts for fiscal year 1977 are
also shown in the table.

TABLE 2.—STATEMENT OF OPERATIONS OF THE OLD-AGE AND SURVIVORS INSURANCE TRUST FUND DURING
FISCAL YEARS 1977 AND 1978

[In thousands]

Fiscal f;?; Fiscal {g%

Total assets of the trust fund, beginning of year_ .. _______._ .. .. ... ... $37,055,202  $35,372,213

Receipts: X
Contributions:
Appropriations___________...........

61,517,723 6€, 574, 306
Deposits arising from State agreements

7,676, 046 7,859, 698

Gross contributions_________ .. _____...__ S 69, 193, 769 74, 434, 004
Less payment into the Treasury for contributions subject to refund___.....___. 298, 960 387,225
Net contributions_ _ . i 68, 894, 809 74, 046, 779
Reimb t from g | fund of the Treasury for costs of:
Noncontributory credits for military service____._ . .. ... ... 378,000 382, 000
Noncontributory credits for persons interned during World War 11 at places
operated for the interment of U.S. citizens of Japanese ancestry________....---.--.----.. 2,724
Payments to noninsured persons aged 72 and over:
Benefit payments_ _ ..o 208, 652 176, 727
Administrative expenses._ 2,640 2,205
IAROIOSY - o oo emeem e en 24,610 49, 272
Total reimbursement for payments to noninsured persons aged 72 and
OV - — o o oo e e e mm e e aemeneaos 235, 902 228, 203
Interest:
Interest on investments_ . ..o eeeeiiieaas 2,275, 080 2,153,535
Interest on amounts transferred from the suppl tal security i general
fund account due to adjustment in allocation of administrative expenses '.__. 15,033 —-600
Gross interest. e 2,290,113 2,152,935
Less interest on amounts of interfund transfers due to adj ocation
of administrative expenses and construction costs. ___ ... ___._.__....... 3,130 1,655
Less interest an amounts transferred to the disability insurance trust fund due to
adjustment in allocation of costs of vocational rehabilitation services. .. _____ 95 139
Net interest. . e 2,286, 888 2,151, 142
[T (U U 10 6
Total reCeiPtS - e 71, 795, 610 76, 810, 854
Disbursements:
Benefit payments ... meemiiiceaioeeeoooomoes 71,270,519 78, 524, 092
Transfer to railroad retirement account_ . ooeeaaaos 1,207, 841 1, 588, 664
Payment for costs of vocational rehabilitation services for disabled beneficiaries:
For the current fiscal year___ ... . ..o . oo e memmmemcaecaan 6,797 6,107
Transfers to the disability insurance trust fund due to adjustment in allocation
of costs for Prior Periods. ... ..o 705 354
Total payment for costs of vocational rehabilitation services 7,502 6, 461

See footnotes at end of table.
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TABLE 2.—STATEMENT OF OPERATIONS OF THE OLD-AGE AND SURVIVORS INSURANCE TRUST FUND DURING
FISCAL YEARS 1977 AND 1978—Continued

[In thousands]

Fiscal year Fiscal {ear
1977 978

Administrative expenses:

Department of Health, Education, and Welfare. ._______ . _ _ 1830, 303 $931, 715
Treasury Department._________ 7 - 127,902 103,973
Construction of facilities for Social Security Administration_.__ 14,733 13,332
Expenses of the Department of Health, Education, and Welfare for adm
of voc iticnal rehabilitation program for disabled beneficiaries. ... . 48 50
Interfund tiansfers due to adjustment in allocation of -
Adninistrative expenses___________ . 19,229 22,321
Cotts of constructionz________ __ TITTTTTTTmTTmmmmmm s 2,415 -
Transfers to the suppl | security i general fund account due to ad-
justment in allocation of administrative expensess________________________ —1,387 14, 300

Gross administrative expenses._.___________. .. 992, 743 1, 085, 638
Less receipts from sales of supplies, materials, etc 6 53

Net administrative expenses...___. ... 992, 737 1, 085, 586

Total disbursements .________._.__ ... 73,478, 599¥AE,2$, 803

Net addition to the trustfund ... ... ° —1,682,989  —4, 393,949
Total assets of the trust fund, end of year . 35, 372,213 30, 978, 264

LA positive figure represents a transfer of interest to the trust fund from the supplemental security income general fund
facctéunt. A negative figure represents a transfer of interest from the trust fund to the suppl | security i general
und account.

2 A positive figure represents a transfer from the OASI trust fund to the other social security trust funds. A negative
figure represents a transfer to the OAS| trust fund from the other social security trust funds.

3 A positive figuie represents a transfer from the trust fund to the ppl tal security i general fund account.
A negative figure represents a transfer to the trust fund from the supplemental security income general fund account.

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

The total assets of the OASI trust fund amounted to $35,372 million
on September 30, 1977. During fiscal year 1978, total receipts amounted
to $76,811 million and total disburséments were $81,205 million. The
assets of the trust fund thus decreased $4,394 million during the year
to a total of $30,978 million on September 30, 1978,

Included in total receipts during fiscal year 1978 were $66,574 mil-
lion representing contributions appropriated to the fund and $7,860
million representing amounts received by the Secretary of the Treasury
in accordance with State agreements for coverage of State and local
government employees and deposited in the trust fund. As an offset,
%387 million was transferred from the trust fund into the Treasury
as repayment for the estimated amount of contributions subject to
refund to employees who worked for more than one employer during
the course of a year and paid contributions on wages in excess of
the statutory maximum earnings base.

Net contributions amounted to $74,047 million, an increase of 7.5
percent over the amount for the preceding fiscal year. Growth in con-
tribution income resulted primarily from (1) the higher level of earn-
ings in covered employment and (2) the two Increases in the maximum
annual amount of earnings taxable—from $15,300 to $16,500 effective
on January 1, 1977, and from $16,500 to $17,700 effective on J anuary 1,
1978, Although the first increase in the maximum annual amount of
earnings taxable, from $15,300 to $16,500, became effective in 1977,
earnings between $15,300 and $16,500, which were taxable during all
of fiscal year 1978, were taxable during only part of the preceding
fiscal year. The increase in net contributions that resulted from the
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higher maximum taxable amounts was offset by the decrease in the
contribution rate for employees and employers, each, from 4.375
percent to 4.275 percent that became effective on January 1, 1978, as a
result of provisions in the 1977 amendments. ( This decrease was offset
by increases in the contribution rates allocated to the disability in-
surance trust fund, from 0.575 percent to 0.775 percent, and the hos-
pital insurance trust fund, from 0.9 percent to 1.0 percent. The
resulting net increase in the total contribution rate for the OASI, DI,
and hospital insurance trust funds—from 5.85 percent to 6.05 percent,
for employees and employers, each,—was the same as the increase
that had already been scheduled for January 1, 1978, under the law
as in effect prior to the 1977 amendments.)

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

In accordance with section 217(g) of the Social Security Act, the
Secretary of Health, Education, and Welfare made a determination
in 1975 of the level annual appropriations to the trust funds necessary
to amortize over a 39-year period, beginning in fiscal year 1977, the
estimated total additional costs, for military service performed before
1957, arising from payments that have been made after August 1950
and that will be made in future years, taking into account the amounts
of annual appropriations in fiscal years 1966-76 that have been de-
posited into the trust funds. The annual amounts resulting from this
determ nation were $354 million for the OAST trust fund and $92 mil-
lion for the DI trust fund. In accordance with section 229(b), the
Secretary determined that the old-age and survivors insurance trust
fund should receive reimbursement of $28 million, and the disability
insurance trust fund should receive reimbursement of $36 million, for
additional costs attributable to noncontributory credits for military
service performed after 1956, Thus, reimbursements amounting to $382
million for the OAST trust fund and $128 million for the DI trust
fund were received in December 1977.

A reimbursement amounting to $228 million for the costs of monthly
payments to certain noninsured persons aged 72 and over was trans-
ferred from the seneral fund of the Treasury to the QOASI trust fund
in fiscal year 1978. This reimbursement, made under section 228, re-
flected the costs of payments made in fiscal year 1976 and adjustments
in the costs of payments made in prior fiscal years.

Section 231 of the Social Security Act provided for a single reim-
bursement from the general fund of the Treasury to each of the two
trust funds for the estimated total costs arising from the granting
of noncontributory wage credits to individuals who were interned
during World War IT at a place within the United States operated by
the Federal Government for the internment of U.S. citizens of Japa-
nese ancestry. In accordance with section 231, the Secretary deter-
mined that the reimbursements for such costs should be $2,724,000 for
the OAST trust fund and $3.000 for the DI trust fund. These amounts
were transferred to the trust funds in December 1977.
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The OASI trust fund received $6,081 in gifts in fiscal year 1978
under the provisions authorizing the deposit of money gifts or be-
quests in the OAST and DI trust funds.

The remaining $2,151 million of receipts consisted of interest on
the investments of the trust fund and net interest on amounts of inter-
fund transfers arising out of adjustments in the allocation of adminis-
trative expenses, construction costs, and the costs of vocational rehabil-
itation services for prior fiscal years.

Of the $81,205 million in total disbursements, $78,524 million was
for benefit payments, an increase of 10.2 percent over the correspond-
ing amount paid in fiscal year 1977. This increase was due to (1) the
automatic cost-of-living benefit increases of 5.9 percent and 6.5 per-
cent, which became effective for June 1977 and June 1978, respec-
tively, under the automatic provisions in section 215(i), and (2) the
continuing growth in both the total number of beneficiaries and the
average benefit amounts resulting from the rising level of earnings.
Although the first automatic benefit increase of 5.9 percent became
effective in 1977, the resulting higher benefit levels, which were in
effect during all of fiscal year 1978, were in effect during only part of
the preceding fiscal year. The increase in benefit payments from fiscal
year 1977 to fiscal year 1978 also reflects the effects of various pro-
visions in the 1977 amendments.

In accordance with the provisions of the Railroad Retirement Act
which coordinate the railroad retirement and QOAST programs and
which govern the financial interchanges arising from the allocation of
costs between the two systems, the Railroad Retirement Board and
the Secretary of Health, Education, and Welfare determined that a
transfer of $1,524,700,000 to the railroad retirement account from the
OAST trust fund would place this trust fund in the same position as
of September 30, 1977, as it would have been if raiiroad employment
had always been covered under the Social Security Act. This amount
was transferred to the railroad retirement account in June 1978, to-
gether with interest to the date of transfer amounting to $63,964,000.

Expeditures of the OAST program for the costs of vocational re-
habilitation services amounted to about $6.5 million. These services
were furnished to disabled adults—dependents of old-age beneficiaries
and survivors of deceased insured workers—who were receiving
monthly benefits from the OAST trust fund because of their disability.

The remaining $1,086 million of disbursements from the OAST trust
fund represents net administrative expenses, The expenses of adminis-
tering the programs financed through the four trust funds—the OASI,
DI, hospital insurance, and supplementary medical insurance trust
funds—are allocated and charged directly to each trust fund on the
basis of provisional estimates. Similarly, the expenses of administer-
ing 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, ad-
justments to the allocations of administrative expenses and costs of
construction for prior periods are effected by interfund transfers, in-
cluding transfers between the OAST trust fund and the supplemental

security income general fund account, with appropriate interest
allowances,
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Net administrative expenses charged to the QAST trust fund and to
the DI trust fund in fiscal year 1978 totaled $1,413 million. This
amount represented 1.6 percent of contribution income and 1.6 percent
of expenditures for benefit payments and payments for the costs of
vocational rehabilitation services during the fiscal year. Correspond-
ing percentages for each of the last 5 years for the OASDI system as a
whole and for each trust fund separately are shown in table 3.

TABLE 3.—RELATIONSHIP OF NET ADMINISTRATIVE EXPENSES OF THE OLD-AGE, SURVIVORS, AND DISABILITY
INSURANCE PROGRAM TO CONTRIBUTION INCOME AND BENEFIT PAYMENTS, BY TRUST FUND, FISCAL YEARS
1974-78

/ Old-age and survivors insur-
/ ance trust fund—Adminis- Disability insurance trust fund
E Total—Administrative ex- trative expenses as a per- —Administrative expenses
i penses as a percentage of— centage of— as a percentage of—
! Total Total
/ contribution benefit  Contribution Benefit  Contribution Benefit
Fiscdl year income payments ! income payments 1 income payments !
1.6 1.6 1.5 1.5 2.5 2.5
1.7 1.8 1.5 L5 3.4 3.3
1.8 17 1.6 1.5 3.4 2.9
1.7 1.6 1.5 1.4 3.3 2.7
1.8 1.7 1.4 1.4 4.2 3.4
1.6 1.6 L5 1.4 2.6 2.7

tin hetermining the percentages shown, payments for the costs of vocational rehabilitation services are included with
benefitipayments.

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

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

TABLE 4—COMPARISON OF ACTUAL AND ESTIMATED OPERATIONS OF THE OLD-AGE AND SURVIVORS INSURANCE
AND DISABILITY INSURANCE TRUST FUNDS, FISCAL YEAR 1978

[Amounts in millions)

Old-age and survivors Disability insurance

insurance trust fund trust fund
Ne Benefit Net Benefit
contributions payments contributions payments
Actual amount____._ ... $74, 047 $78, 524 $12, 404 $12,214
Estimated amount published in 1978 report.._ $74, 093 $78, 965 $12, 427 $12, 410
i 100 99 100 98

Actual as percentage of estimate____________ -

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



12

At the end of fiscal year 1978, about 34.4 million persons were
receiving monthly benefits under the OASDI program. About 29.5
million of these persons were receiving monthly benefits from the
OASI trust fund. The distribution of benefit payments in fiscal years
1977 and 1978, by type of beneficiary, is shown in table 5. Approxi-
mately 74 percent of the total benefit payments from the QASI trust
fund in fiscal year 1978 was accounted for by monthly benefits to
retired workers and their dependents and about 17 percent by monthly
benefits to aged survivors and disabled widows or widowers of deceased
workers. Approximately 9 percent of the benefit payments represented
monthly benefits on behalf of children of deceased workers and month-
ly benefits to widowed mothers and fathers who had children of
deceased workers in their care.

TABLE 5.—ESTIMATED DISTRIBUTION OF BENEFIT PAYMENTS FROM THE OLD-AGE AND SURVIVORS INSURANCE
TRUST FUND, BY TYPE OF BENEFICIARY AND PAYMENT, FISCAL YEARS 1977 AND 1978

[Amounts in millions]

Fiscal year 1977 Fiscal year 1978
Percent Percent
Amount of total Amount of total
Total $71,271 100 $78, 524 100
Monthly benefits____..______________________________ 70, 950 100 78,192 100
Retired workers and their dependents_.____________ 52,225 73 57,739 74
Retired workers...____ .. ___________________ 46, 952 66 51,944 66
Wives and husbands___ - 4,450 6 4,886 6
Children. ____...________ - 824 1 909 1
Survivors of deceased workers. - 18, 563 26 20, 308 26
Aged widows and widowers._ ___ 11, 486 16 12,730 16
Disabled widows and widowers. 233 (0] 261 (O]
51 () 52 (O]
5, 622 8 6, 005 8
1,170 2 1,260 2
161 Q] 146 (O]
321 0] 332 (O]

I Less than 0.5 percent. L .
2 The trust fund is reimbursed from the general fund of the Treasury for the costs of payments to beneficiaries with less
than three quarters of coverage.

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

Special payments to noninsured persons aged 72 and over amounted
to $146 million, or less than 0.2 percent of total benefit payments from
the trust fund. As stated earlier, the costs of such payments to persons
who have fewer than three quarters of coverage are reimbursable from
the general fund of the Treasury. About 97 percent of the total amount
of the payments made in fiscal year 1978 to noninsured persons aged
72 and over went to persons with fewer than three quarters of cover-
age.

The balance of the benefits paid during fiscal year 1978 consisted of
lump-sum death payments,

The assets of the OAST trust fund at the end of fiscal year 1978
totaled $30,978 million, consisting of $30,955 million in the form of
obligations of the U.S. Government or of federally sponsored agency
obligations, and an undisbursed balance of $23 miilion. Table 6 shows
the total assets of the fund and their distribution at the end of fiscal
years 1977 and 1978,
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TABLE 6.—ASSETS OF THE OLD-AGE AND SURVIVORS INSURANCE TRUST FUND, BY TYPE, AT THE END OF FISCAL
YEARS 1977 AND 1978

Sept. 30, 1978

Par value

Sept. 30, 1977

Book value !

Par value Book value 1

Investments in public-debt obligations:
Public issues:
Treasury bonds:
234-percent, investment series
1975-80.

Sl 064, 902,000 $1, 064, 902, 000. 00 $1, 064 902,000 $1, 064, 902 000. 00
70, 170, 000 70,152, 252. 1 , 170, 000 70,1

, 276. 15

3- percent 1995_
3!4-percent, 1978 60, 200, 000 50, 864, 616. 62 60 200, 000 59, 923, 801. 82
3i4-percent, 1985 25, 700, 000 25, 040, 727. 35 25, 700, 000 25,127, 664. 47
334-percent, 1980 449, 450, 000 450, 794, 956. 02 449, 450, 000 450, 358, 754, 22
31%-percent, 1990 556, 250, 000 551, 016, 670. 71 556, 250, 000 551, 440, 994. 91
314-percent, 1998 552, 037, 000 545, 528, 469. 61 552, 037, 000 545, 837, 174,77
4-percent, 1580_ _ 153, 100, 000 153, 088, 652. 74 153, 100, 000 153, 093, 516. 34
414-percent, 1989 91, 300, 000 90, 798, 748. 77 91, 300, 000 90, 828, 974.97
414 -percent, 1975~ 85_ 78 023, 000 77,863, 877. 54 78 023, 000 77,884, 860. 86
4/ percent, 1987-92 33, 000, 000 34, 046, 689. 68 33 000, 000 33,940, 246. 68
634-percent, 1984 31, 500, 000 31,814, 087. 61 31, 500, 000 3},768,677.33
7-percent, 1981 5 ,000, 000 49, 843, 333. 09 50, 000, 000 49, 883, 333. 05
7%%-percent, 1988 99, 934, 000 98, 669, 769. 32 99, 934, 000 98, 749,197. 44
754-percent, 2002-07 15, 000, 000 14,991, 248. 32 15, 000, 000 14,991, 617. 02
774-percent, 1995-200 22,180, 000 21,498, 128.94 22, 180, 000 21,528,774.78
8-percent, 1996-2001 _ 90, 500, 000 90, 407, 683. 92 90, 500, 000 90, 411, 557. 28
814-percent, 2000-05 22, 450, 000 22,444,249. 14 22, 450, 000 22,444, 447 98
834-percent, 1995-200 50, 000, 000 50, 691, 919. 25 50, 000, 000 50, 661, 616. 25
6, 352, 000 6 508 372.96 6, 352, 000 6, 501 155.68

815-percent, 1994-99__

Total investmets in public
iSSUBS . e~

3,522,048,000 3,510, 431, 642. 00

3,522, 048,000 3,509, 966,453.78

Obligations sold only to this fund
(special issues):
Certificates of indebtedness:
7-percent, 1978
7v4-percent, 1978_
8/ -percent, 1979_
834-percent 1979___
Notes’ 654-percent, 1980 _ __._____
Bonds:

5, 180, 294, 000. 00
1, 649, 440, 000. 00

4,769,492,000 4,769,492, 000.00
1, 298, 723,000 1,294,723, 000. 00

5, 180, 294, 000
1, 649, 440, 000

, 153, 000

7l4-percent, 1981 ________..__ 125, 846, 000
714-percent, 1982___ 125, 846, 000
1/-percent 1983 .. .. 125, 846, 000 125,846,000.00 ____. . _____....__.
714-percent, 1984_ ____________ 125, 846, 000 125, 846, 000. 00 125, 846, 000 ""125, 826, 000. 00
7lg-percent, 1985 __ . ___.__ 125, 846, 000 125, 846, 000. 00 125, 846, 000 125, 846, 000. 00
7lg-percent, 1986____________. 125, 847, 000 125 847, 000. 00 125 847, 000 125, 847, 000. 00
1/ percent, 1987 _____.____.__ 125, 847, 000 125, 847, 000. 00 125, 847, 000 125, 847, 000. 00
7l4-percent, 1988__________.__ 125, 847, 000 125, 847, 000. 00 125, 847, 000 125, 847, 000. 00
74-percent, 1989_______.___._. 125, 847, 000 125, 847, 000. 00 125 847, 000 125, 847, 000. 00
714-percent, 1990_.___.______. 125, 847, 000 125, 847, 000. 00 125 847, 000 125, 847, 000. 00
7l4-percent, 1991 __________.__ 125, 848, 000 125, 848, 000. 00 125, 848, 000 125, 848, 000. 00
7%%-percent, 1992_ . __.._____ 2, 014,741,000 2, 014, 741, 00000 2, 014,741,000 2, 012, 741, 000. 00
7%-percent, 1981 ____________ 688 956, 000 688, 956, 000.00 __ - oo e emmmmene
734-percent, 1982_____________ 688, 956 000 688, 956, 000. 00 _
7A percent, 1983______. 688, 956, 000 688 956 000.00 oo
734-percent, 1984_____ 688, 956, 000 688, 956, 000. 00 688, 956, 000 688, 956, 000. 00
73%-percent, 1985_ __ 688, 956, 000 688, 956 000. 00 688, 956, 000 688, 956, 000. 00
734-percent, 1986. __ 688, 956, 000 688, 956, 000. 00 688 956 000 688, 956, 000. 00
734-percent, 1987 __ €88, 955, 000 688, 955, 000. 00 688, 955, 000 688, 955, 000. 00
7%4-percent, 1988____________. 688, 956, 000 688, 956, 000. 00 688, 956, 000 688, 956, 000. 00
7%-percent, 1989 ... 688, 956, 000 688, 956, 000. 00 688, 95 56, 000 688, 956, 000. 00
734-percent, 1990 _ ... .. 1, 366, 865,000 1,366, 865,000.00 1, 366, 865,000 1, 366, 865, 000. 00
745-percent, 1981 __________.. 522, 0 029, 000 522, 029, 000.
7V5-percent, 1982 __._______. 522, 029, 000 522, 029, 000. 00
715-percent, 1983 __ ... 522, 029, 000 522 029 000. 00 459, 237, 000 459, 237, 000. 00
71%-percent, 1984___ - 522, 029, 000 522, 029, 000, 00 522, 029, 000 522, 029, 000. 00
715-percent, 1985___ . 522, 029 000 522, 029, 000. 00 522 029 000 522, 029, 000. 00
71%-percent, 1986 - 522 028 000 522, 028, 000. 00 522, 028, 000 522, 028, 000. 00
744-percent, 1987 .. 522, 029, 000 522, 029, 000. 00 522, 029, 000 522,029, 000. 00
714-percent, 1988__ . 522, 029, 000 522, 029, 000. 00 522, 029, 000 522, 029. 000. 00
714-percent, 1989. . 522, 029, 000 522, 029, 000. 00 522, 029, 000 522,029, 000. 00
714-percent, 1990__ . 522, 029, 000 522,029, 000. 00 522, 029, 000 522, 029, 000. 00
714-percent, 1991 U 88¢, 893, 000 1, 888, 893, 000.00 1,888, 893,000 1, 888, 893, 000. 00
7A percent, 1981 "677 910 000 677, 910,000 00 ... oo meemmnemenoes
7%4-percent, 1982. - 677 910, 000 1910,000.00 .o iioooeiso-iii-siions
7/s-percenl 1983 . 677, 910 000 677, 910, O ,9 677, 910, 000. 00
75¢-percent, 1984_ . 677 910 000 677, 910, 000. 00 677, 910 000 677 910, 000. 00
7%-percent, 1985____________. 677, 910 000 677, 910, 000. 00 677, 910, 000 677,910, 000. 00

See footnotes at end of table.
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TABLE 6.—ASSETS OF THE OLD-AGE AND SURVIVORS INSURANCE TRUST FUND, BY TYPE, AT THE END OF FISCAL
YEARS 1977 AND 1978—Continued

Sept. 30, 1977 Sept. 30, 1978
Par value Book value ! Par value Book value 1
tnvestments in public-debt obliga-
_tions—Continued:
Obligations sold only to this fund (special
issues)—Continued:
Bonds—Continued:
7%-percent, 1986 ______ . __ 677, 910, 000 677, 910, 000. 00 677, 910, 000 677, 910, 000, 00
T84-percent, 1987 . . _______ 677, 910, 000 677, 910, 000. 00 6717, 910, 000 677, 910, 000. 00
754-percent, 1988__ . __________ 677, 909, 000 677, 909, 000. 00 677, 909, 000 677, 903, 000. 00
7%-percent, 1989_____________ 677, 909, 000 677, 909, 000. 00 €77, 909, 000 677, 909, 000. 00
8l{-percent, 1993 _____ ... 1, 555, 736, 000 1, 555, 736, 000. 00

Total obligations sold only to
this fund (special issues)__ 31,332,779, 000 31,332,779, 000.00 26, 889,767,000 26, 889, 767, 000. 00

Total investments in public-
debt obligations___________ 34,854, 827,000 34,842, 745,453.78 30, 411, 815,000 30, 400, 198, 642. 00

Investments in federally sponsored
agency obligations:
Participation certificates:
Federal Assets Liquidation Trust—
Government National Mortgage
Association:

5.10-percent, 1987____________ 50, 000, 000 50, 000, 000. 00 50, 000, 000 50, 000, 000. 00
5.20-percent, 1982____________ 100, 000, 000 100, 000, 000. 00 100, 000, 000 100, 000, 000. 00
Federal Assets Financing Trust—
Government National Mortgage
Association:
6.05-percent, 1988 ________ .. 65, 000, 000 64, 874, 063. 08 65, 000, 000 64, 886, 250, 64
6.20-percent, 1988_____ 230, 000, 000 230, 000, 000. 00 230, 000, 000 230, 000, 000. 00
6.40-percent, 1987 o 75, 000, 000 75, 000, 000. 00 75, 000, 000 75, 000, 000, 00
6.45-percent, 1988____________ 35, 000, 000 35, 000, 000. 00 35, 000, 000 35, 000, 000. 00
Total investments in feder-
ally sponsored agency
obligations_._____._______. 555, 000, 000 554, 874, 063. 08 555, 000, 000 554, 886, 250. 64
Total investments__.__.___.. 35, 409, 827,000 35, 397,619, 516.86 30, 966, 815,000 30, 955, 084, 892. 64
Undisbursed balances2. ___________.. ... ___.____.. —25,406,511.89 . ________ . ___ . 23,179, 467. 85
Totalassets. . ____ .. .. ... 35,372,213,005.27 ... __. 30, 978, 264, 360. 49
1 Par value, plus unamortized premium, less discount outstanding. "
2 The negative figure represented an extension of credit against securities to be red d within the following few days.

The net decrease in the par value of the investments owned by the
fund during fiscal year 1978 amounted to $4,443 million. New secur-
ities at a total par value of $84,992 million were acquired during the
fiscal year through the investment of receipts and the reinvestment
of funds made available from the redemption of securities, The par
value of securities redeemed during the fiscal year was $89,435 million.
Included in these amounts are $77,724 million in certificates of in-
debtedness that were acquired, and $78,490 million in certificates of
indebtedness that were redeemed, within the fiscal year.

The effective annual rate of interest earned by the assets of the
OASI trust fund during the 12 months ending on June 30, 1978 was
7.2 percent. (This period is used because interest on special issues is
paid semiannually on June 30 and December 31.) The interest rate
on special issues purchased by the trust fund in June 1978 was 81
percent, pavable semiannually. The special issues purchased by the
trust fund in June 1978, at the interest rate of 814 percent, included
$1.556 million in Treasury bonds maturing in 1993. Although the in-
terest rate on honds is generally limited to 414 percent by the provi-
sions of 31 U.S.C. 752, amendments to these provisions authorize the
issuance of bonds at rates of interest exceeding 41/ percent, subject to
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certain restrictions. Public Law 92-5, enacted March 17,1971, amended
the provisions to authorize the issuance to the public and to Govern-
ment accounts of up to a total of $10 billion in bonds at rates of in-
terest exceeding 41/ percent. Public Law 93-53, enacted July 1, 1973,
further amended the provisions of 31 U.S.C. 752 by (1) removing the
$10 billion limitation on the aggregate face amount of such bonds that
may be issued and (2) limiting the amount of such bonds that may be
held by the public at any one time to $10 billion.

Section 201(d) of the Social Security Act provides that the public-
debt obligations issued for purchase by the OASI and DI trust funds
shall have maturities fixed with due regard for the needs of the funds.
Under this section, the general practice is to spread the maturity dates
for the holdings of special issues as nearly as practicable in equal
amounts over a 15-year period.

As a result, the OASI trust fund held $20,826 million in special
issues (bonds) at the end of September 1978 that were distributed in
equal amounts of about $2,015 million maturing in each of the years
1984-1992 and in smaller amounts maturing in 1983 and 1993 (table
6). The investment operations of the fund in fiscal years 1977 and
earlier are described in the 1978, and earlier, annual reports.

B. DISABILITY INSURANCE TRUST FUND

A statement of the income and disbursements of the Federal Dis-
ability Insurance Trust Fund during fiscal year 1978, and of the
assets of the fund at the beginning and end of the fiscal year is pre-
sented in table 7. Comparable amounts for fiscal year 1977 are also
shown in the table.

TABLE 7.—STATEMENT OF OPERATIONS OF THE DISABILITY INSURANCE TRUST FUND DURING
FISCAL YEARS 1977 AND 1978

[In thousands}
Fiscal {ear Fiscal 1yes:r
977 978
Total assets of the trust fund, beginningofyear.._____________________.__ ... 16, 458, 609 94,243,131
Receipts:
Contributions:
Appropriations___._.________ . 8, 133, 602 11,142, 746
Deposits arising from State agreements_.__.___ .. ___ .. .....______.. 805, 160 1, 312, 550
Gross contributions ... ... L. eieiiiiiciiaaiaeo. 8,938, 762 12, 455, 296
Less payment into the Treasury for contributions subject to refund.__._._..... 39, 260 50,900
Net contributions. . . ... ... . i 8, 899, 502 12, 404, 396
Reimb nt from | fund of the Treasury for costs of:
Noncontributory credits for military service. . _____ ... .. ... 103, 000 128, 000
Noncontributory credits for persons interned during World War 11 at places
operated for the internment of U.S, citizens of Japanese ancestry. .. ... .. ... ... 3
Interest: h
Interest on investments_ .. ... ... 374,008 249, 289
Interest on amounts of interfund transfers due to adjustment in allocation of
administrative expenses and constructioncosts ' ____ ... __________...._. -2, 362 1,959

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

SBIVECBS o e e emem e e e amm e emmaaens 95 139
Total interest. . ... ... e 371,741 251, 387
Total receipts 2 L iiiiiilan 9,374,244 12,783,786

See footnotes at end of table.
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TABLE 7.—STATEMENT OF OPERATIONS OF THE DISABILITY INSURANCE TRUST FUND DURING
! FISCAL YEARS 1977 AND 1978 —Continued

‘

{In thousands)

Fiscal {;.? 7r Fiscal {;%

Disbursements:

Benefit payments_ .. ... $11, 135, 237 $12, 213, 895
Transfer to railroad retirement account3 —318 29,797
Payment for costs of vocational rehabilitation services for disabled beneficiaries:
For the current fiscal year__.________ e e . 77, 849 84,693
Less transfer from the old-age and survivors insurance trust fund due to a
ment in allocation of costs for prior periods. . _________________ . _____ .. 705 354
Total payment for costs of vocational rehabilitation services______________ 77,144 84,339
Administrative expenses: )
Department of Health, Education, and Welfare____._________________________ 329, 044 337,222

Treasury Department________________________________________. R 17,911 18, 588

Construction of facilities for Social Security Administration " 162 1,614
Expenses of the Department of Health, Education, and Welfare for administra-
tion of vocational rehabilitation program for disabled beneficiaries.._._.___ 52 550
Interfund transfers due to adjustment in allocation of administrative expenses 4_ 31,692 —30, 646
Gross administrative expenses_________ . . __________________.________.._ 379, 361 327, 329
Less interfund transfers due to adjustment in allocation of costs of construction . 1,687 75
Less receipts from sales of supplies, materials, etc_______________._______ . 14 20
Net administrative expenses____..___________________ ... ________ ... 377,659 327,234
Total disbursements_________. . ... 11, 589, 722 12, 655, 265
Net addition to the trust fund__________ . —2,215, 478 128, 521
Total assets of the trust fund, end of year______________________.________ .. .. 4,243,131 4,371,652

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

2 Includes gifts amountin¥ to $159.60 during fiscal year 1978. . .

3 The negative figure for fiscal year 1977 represents a transfer from the railroad retirement account to the trust fund,

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

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

The total assets of the DI trust fund amounted to $4,243 million on
September 30, 1977. During fiscal year 1978, total receipts amounted
to $12,784 million and total disbursements were $12,655 million. The
assets of the trust fund thus increased $129 million during the year
to a total of $4,372 million on September 30, 1978.

Included in total receipts were $11,143 million representing contri-
butions appropriated to the fund, and $1,313 million representing
amounts received by the Secretary of the Treasury in accordance with
State coverage agreements and deposited in the fund. As an offset,
$51 million was transferred from the trust fund into the Treasury as
repayment for the estimated amount of contributions subject to refund
to employees who worked for more than one employer during the
course of a year and paid contributions on wages in excess of the
statutory maximum earnings base:

Net contributions amounted to $12,404 million, an increase of 39.4
percent over the amount for the preceding fiscal year. The major part
of this growth resulted from the increase in the contribution rate for
employees and employers, each, which was alloeated to finance the
DI program—from 0.575 percent to 0.775 percent—that became effec-
tive on January 1, 1978. The increase is also accounted for, in part,
by the same factors, insofar as they apply to contributions of the DI

/

-
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trust fund, that accounted for the increase in contributions to the
OASI trust fund (described in the preceding section).

In addition, the trust fund received $128 million in December 1977
from the general fund of the Treasury, as reimbursement for the costs
of noncontributory credits for military service. Of this amount, $92
million was reimbursed in accordance with section 217(g) and $36
million was in accordance with section 229 (b), as described in the pre-
ceding section.

In accordance with section 231, the trust fund received $3,000 in
December 1977 from the general fund of the Treasury, as a single
reimbursement for the estimated total costs arising from the granting
of noncontributory wage credits to individuals who were interned dur-
ing World War II at a place within the United States operated by
the Federal Government for the internment of U.S. citizens of Japa-
nese ancestry.

The remaining $251 million of receipts consisted of interest on the
investments of the fund, plus interest on amounts of interfund trans-
fers.

Of the $12,655 million in total disbursements, $12,214 million was
for benefit payments, an increase of 9.7 percent over the corresponding
amount paid in fiscal year 1977. This increase is accounted for by the
same factors insofar as they apply to disabled-worker beneficiaries and
their dependents, that resulted in the increase in benefit payments from
the OASI trust fund (described in the preceding section).

Provisions governing the financial interchanges between the rail-
road retirement account and the DT trust fund are similar to those re-
ferred to in the preceding section relating to the OASI trust fund.
The determination made as of September 30, 1977, required that a
transfer of $28,600,000 be made from the DI trust fund to the railroad
retirement account. This amount was transferred to the railroad retire-
ment account in June 1978, together with interest to the date of trans-
fer amounting to $1,197,000.

The remaining disbursements amounted to $327 million for net ad-
ministrative expenses and $84 million for the costs of vocational re-
habilitation services furnished to disabled-worker beneficiaries and to
those dependents of disabled workers who are receiving benefits on the
basis of disabilities that have continued since childhood.

As stated in an earlier section, the total amount of funds that may
be made available in a fiscal year for payment for the costs of voca-
tional rehabilitation services may not exceed a specified percentage
of the benefits certified for payment in the preceding fiscal year from
the OAST and DI trust funds to disabled persons receiving benefits
because of their disability. This statutory limitation on the amounts
to be made available was 114 percent in fiscal years 1974 and later.
Beginning with payments for fiscal year 1977, the funds made avail-
able for vocational rehabilitation costs are further curtailed by lim-
itations in the Budget of the United States for each year. The data
presented below show the relationship between the total amount of
payments for the costs of such rehabilitation services for each fiscal
period during fiscal vears 1974-78, and the corresponding amount of
~ benefits paid in the prior fiscal period from the trust funds to disabled
beneficiaries.
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Estimated amount of Payments for costs

Amount of payments  benefit pa‘vments in _of rehabilitation

- X for costs of rehabili- preceding fiscal year services as a percent

Fiscal year to which costs of rehabilitation services tation services!  to disabled benefi- of preceding year’s
are charged (in thousands) ciaries (in thousands) benefit payments
$52, 164 34,643,016 112

82,070 5,633, 493 1.48

117, 805 8,824, 547 1.33

85, 803 8,547, 410 1.00

48, 466 9, 983, 200 .49

1 The amounts shown represent the expenditures for a fiscal year and differ from amounts expended in a fiscal year as
'shtzhwn ir;‘accountmg statements of the trust funds on a cash basis. The amount shown for each fiscal year is subject to

urther change.

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

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

At the end of fiscal year 1978, some 4.9 million persons were receiv-
ing monthly benefits from the DI trust fund. The distribution of bene-
fit payments in fiscal years 1977 and 1978, by type of beneficiary, is
shown in table 8.

TABLE 8—ESTIMATED DISTRIBUTION OF BENEFIT PAYMENTS FROM THE DISABILITY INSURANCE TRUST FUND
BY TYPE OF BENEFICIARY, FISCAL YEARS 1977 AND 1978

[Amounts in millions]

Fiscal year 1977 Fiscal year 1978
Percent Percent
Amount of total Amount of total
Total e $11,135 100 $12,214 100
Disabled workers_ _ _ 9,180 82 10,071 82
Wives and husbands - 491 4 531 4
Children_._________ 1, 464 13 1,612 13

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

The assets of the fund at the end of fiscal year 1978 totaled $4,372
million, consisting of $4,351 million in the form of obligations of the
U.S. Government and an undisbursed balance of $21 million. Table 9
shows a comparison of the total assets of the fund and their distribu-
tion at the end of fiscal years 1977 and 1978.
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TABLE 9.—ASSETS OF THE DISABILITY INSURANCE TRUST FUND, BY TYPE, AT THE END OF
FISCAL YEARS 1977 AND 1978

Sept. 30, 1977 Sept. 30, 1978
Par value Book valuel Par value Book value !
Investments In Public-Debt Obligations:
Public issues:
Treasury notes:
6-percent, 1978_________________ $2, 000, 000 $2, 000, 885. 10 $2, 000, 000 $2, 000, 126. 46
6lz-percent, 1978_______________ 2, 000, 000 2,000,380.94 _______________________________._.
Treasury bonds:
34-percent, 1990 . __________ 10, 500, 000 10, 158, 767. 99 10, 500, 000 10, 186, 435. 55
315-percent, 1998__ 5, 000, 000 4, 780, 585. 55 5, 000, 000 4,790, 992. 55

30, 250, 000 30, 248, 052. 56 30, 250, 000 30, 248, 886. 44
68, 400, 000 67, 847, 660. 07 68, 400, 000 67, 880, 966. 91
20, 795, 000 20, 783, 825. 06 20, 795, 000 20,758, 298. 54
80, 800, 000 80, 888, 771.28 80, 800, 000 80, 879, 743, 80
15, 000, 000 15, 037, 524. 64 15, 000, 000 15, 032, 099. 32
26, 500, 000 25, 889, 274. 44 26, 500, 000 25, 927, 644, 56

4-percent, 1980 ___
41%-percent, 1989-94 _
41 «percent, 1975-85._
414-percent, 1987-92_
634-percent, 1984___ .
71%-percent, 1988-93_

7%%-percent, 2002-07._ 10, 000, 000 9,994, 165. 52 10, 000, 000 9,994 411, 22
8-percent, 1996-2001 26, 000, 000 25,973, 478. 22 26, 000, 000 25, 974, 590. 98
814-percent, 2000-05_ . _____.____ 3, 750, 000 3,731,031.77 3, 750, 000 3.731,717.33
Total investments in public
ISSUeS . .o oo 300,995,000 299, 334, 363. 14 298, 995, 000 297, 432, 913. 66

Obligations sold only to this fund (special
issues):
Certificates of indebtedness:
7-percent, 1978 _
8/ -percent, 1979 _
Bonds:

1, 232, 000, 000. 00

7Y4-percent, 1982 _ 5, 830, 000 5, I
7V4-percent, 1983 5, 830, 000 5, 830, D00

7V4-percent, 1984~ 5, 830, 000 5, 83 .

74-percent, 1985, 5, 830, 000 5, 830, 000. -

714-percent, 1986 , 830, 00 5, 83 . 5, 830, 000. 00
714-percent, 1987 __ 5, 831, 000 5, 831, 000. 00

714-percent, 1988_ _ , 831, 000 5, 831, 000. 00

734-percent, 1989 . 5, 831, 000 5, 831, 000. 00

714-percent, 1990_ _ 5, 831, 000 5, 831, 000. 00

714-percent, 1991~
714-percent, 1992 _
7/-percent 1981
734-percent, 1982 _
7/ percent, 1983
7%4-percent, 1984 __
734-percent, 1985__
73%-percent, 1986 _
714-percent, 1987 __
73%-percent, 1988. _
734-percent, 1989__
734-percent, 1990. _
71s-percent, 1981 __
714-percent, 1982 _
7V4-percent, 1983. -
734-percent, 1984 __
714-percent, 1985._
715-percent, 1986 _
714-percent, 1987 __
7%%4-percent, 1988 _ _
7V4-percent, 1989 .
71%-pescent, 1990 _
7V4-percent, 1991 __
7%¢-percent, 1981 _
7%-percent, 1982
7%-percent, 1983
7%4-percent, 1984 __
754-percent, 1985.
7%-percent, 1986 _
78%-percent, 1987
754-percent, 1988
754%-percent, 1989 .
814-percent, 1983_
814-percent, 1984 _
814-percent, 1985_

5, 831, 000
274,851,000 274, 851, 000. 00
22, 839, 000 22, 839, 000. 00
84, 338, 000 84, 338, 000. 00
84,338, 000 84, 338, 000. 00 _
84, 338, 000 84, 338, 000. 00 _
84, 338, 000 84,338,000.00 _____________._._.__ -
84, 338, 000 84, 338, 000. 00 84, 338, 000 "84, 338, 000. 00
84, 338, 000 84, 338, 000. 00 84, 338, 000 84, 338, 000. 00
84, 337 000 84, 337, 000. 00 84,337, 000 84,337, 000, 00
84, 337, 000 84,337, 000. 00 84,337, 000 84, 337, 000. 00
206, 000 000 206, 000, 000. 00 206, 000, 000 206, 000, 000. 00
63, 020, 000 63, 020, 000. 00
63, 020, 000 63, 020, 000.00 _
63, 020, 000 63, 020, 000.00 _
63, 020, 000 63, 020, 000. 00 _
63, 020, 000 63,020, 000. 00
63, 020, 000 63, 020, 000. 00 63, 020, 000 63, 020, 000. 00
63, 019, 000 63, 019, 000. 00 63, 019, 000 63, 019, 000. 00
63, 020, 000 63, 020, 000. 00 63, 020, 000 63, 020, 000. 00
63, 020, 000 63, 020, 000. 00 63, 020, 000 63, 020, 000. 00
63, 020, 000 63, 020, 000. 00 63, 020, 000 63, 020, 000. 00
269, 020,000 269, 020, 000. 00 269, 020, 000 269, 020, 000. 00
121,663,000 121, 663, 000. 00
121,663,000 121,663, 000.00 _
121,663,000 121,663, 000. 00
121,663,000 121,663, 000. 00
121,663,000 121,663, 000. 00 32, 529, 000 32, 529, 000. 00
121,663,000 121,663, 000.00 121, 663, 000 121, 663, 000. 00
121,663,000 121, €63, 000. 00 121, 663, 000 121, 663, 000. 00
121,663,000 121, 663, 000. 00 121, 663, 000 121, 663, 000. 00
121,663,000 121, 663, 000. 00 121, 663, 000 121, 663, 000. 00
................................ 173,182, 000 173,182, 000. 00
TITIITIIITITITIUIUD 2410389000 241, 389, 000. 00
208, 860, 000 208, 860, 000. 00

8lz-percent, 1993 __ e 241 389 000 241, 389 000. 00
Total obligations sold enly to
this fung (special issues){,___ 3,940, 915,000 3, 940, 915, 000.00 4, 053,306,000 4, 053, 306, 000. 00
Total investments in public-
debt obligations__. ... '1 ______ 4, 241,910,000 4,240,249,363.14 4,352, 301,000 4, 350, 738, 913. 66
Undisbursed balances.. . .- ..o -———~ ... 2,881,258.19 __________.___.  20,912,860.12
Total assets_ . ..o 4,243,130,621.33 ... 4,371,651,773.78

1 Par value, plus unamortized premium, less discount outstanding.
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The net increase in the par value of the investments owned by the
fund during the fiscal year amounted to $110 million. New securities
at a total par value of $14,436 million were acquired during the fiscal
year through the investment of receipts and the reinvestment of funds
made available from the redemption of securities. The par value of
securities redeemed during the year was $14,326 million. Included in
these amounts are $12,538 million in certificates of indebtedness that
were acquired, and $12,016 million in certificates of indebtedness that
were redeemed, within the fiscal year.

The effective annual rate of interest earned by the assets of the DI
trust fund during the 12 months ending on June 30, 1978, was 7.4 per-
cent. The interest rate on public-debt obligations issued for purchase
by the trust fund in June 1978 was 8Y4 percent, payable semiannually.

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

VI. AcruariaL Cost Prosections

The actuarial cost projections throughout this report are based on
the assumption that the present statutory provisions and regulations
affecting the OASDI program will remain unchanged.

Section 201(c) of the Social Security Act requires that the Board
of Trustees report annually to the Congress on the operations and
status of the OAST 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. Such information for the fiscal year
that ended September 30, 1978, is presented in the preceding section of
this report. Such information for fiscal years 1979-1983 is presented
later in this section.

Section 201(c) of the Social Security Act also requires that the
annual report of the Board of Trustees includes “a statement of the
actuarial status of the trust funds”. Such a statement has customarily
been made for the medium-range period (25 years) and the long-range
period (75 years), each period commencing with the year of the is-
suance of the report. Basic to the discussion of the medium-range or
long-range actuarial status of either trust fund is the concept of ex-
penditures as percent of taxable payroll. The expenditures include
benefit payments, administrative expenses, net transfers under the fi-
nancial interchange between the OASDI trust funds and the railroad
retirement account, and payments for vocational rehabilitation serv-
ices for disability beneficiaries. The taxable payroll consists of the
total earnings which are subject to social security taxes, adjusted to
reflect the lower effective contribution rates on self-employment in-
come, on tips, and on multiple-employer “excess wages”. With this
adjustment, the expenditures (divided by the taxable payroll and
expressed as a percentage) can be compared directly to the combined
employer-employee tax rate in the law.

Over the medium-range and long-range periods, the actuarial status
is measured by the difference between the average of the tax rates
scheduled in the law and the estimated average future expenditures,
expressed as a percentage of taxable payroll. This difference is re-
ferred to as the actuarial balance. If the actuarial balance is positive,
the system is said to have an actuarial surplus; and if negative, to have
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