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The two agencies completed a series of joint actuarial studies and
analyses required by this provision. The results showed that the
addition of $488 million to the old-age and survivors insurance trust
fund would place it in the same position as of June 30, 1952, as it
would have been if railroad employment had always been covered
under the Social Security Act.

There is no authority in the law that would have permitted the
transfer of the $488 million from the railroad retirement account to
the trust fund, but the legislation provides that beginning with fiscal
year 1953, and for each fiscal year thereafter, annual interest pay-
ments on this amount (less any offsets described below) were to be
transferred from the railroad retirement account to the trust fund.

The legislation further provides that at the close of the fiscal year
1953, and each fiscal year thereafter, annual reimbursements are to
be effected between the railroad retirement account and the trust fund
in such amounts as would, taking into consideration the amount
determined for the period through June 30, 1952, place the trust fund
at the end of the year in the same position in which it would have been
if railroad employment were covered under the Social Security Act.
If the reimbursement is from the trust fund to the railroad retirement
account, the Secretary of Health, Education, and Welfare may offset
the amount of such reimbursement against the amount determined for
the period through June 30, 1952.

The Social Security Amendments of 1956 amended Public Law 234
to provide for similar annual determinations and financial interchanges
between the railroad retirement account and the newly created dis-
ability insurance trust fund, beginning with- the ﬁscaf, year ending
June 30, 1958.

Change in_definition of “‘employee.”—Public Law 642, approved
June 14, 1948, which amended the definition of the term “‘employee’
28 used in the Social Security Act, resulted in the exclusion from cover-
age of certain services previously held covered. While the amended
definition was made retroactive to 1937, certain wage credits estab-
lished under the former definition will remain credited to the indivi-
dual’s account. The law authorizes an appropriation to the trust
fund from general revenues equal to the estimated total amount of
benefits paid and to be paid that would not have been paid had the
amended definition been in effect beginning in 1937.

Authorization for construction of office building.—With the passage
of Public Law 85-67, approved June 29, 1957, Congress authorized
expenditure from the trust fund of $31,080,000 for construction of an
office building and related facilities for the Bureau of Old-Age and
Survivors Insurance,

ArpEnDix III. StaTUTORY PROVISIONS CREATING THE TRUST FUNDS
AND DeriniNg THE DurieEs oF THE BoaRDp oF TRUSTEES

(Secs. 201 and 218 (e), (h), and (j) of the Social Security Act as
amended) B}

FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND AND
FEDERAL DISABILITY INSURANCE TRUST FUND

Sec. 201. (a) There js hereby created on the books of the Treasur
of the United States a trust fund to be known as the “Federal Old-
Age and Survivors Insurance Trust Fund,” The Federal Old-Age
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and Survivors Insurance Trust Fund shall consist of the securities
held by the Secretary of the Treasury for the Old-Age Reserve Ac-
count and the amount standing to the credit of the Old-Age Reserve
Account on the books of the Treasury on January 1, 1940, which
securities and amount the Secretary of the Treasury is authorized and
directed to transfer to the Federal Old-Age and Survivors Insurance
Trust Fund, and, in addition, such amounts as may be appropriated
to, or deposited in, the Federal Old-Age and Survivors Insurance
Trust Fund, as hereinafter provided. There is hereby appropriated
to the Federal Old-Age and Survivors Insurance Trust Fund for the
fiscal year ending June 30, 1941, and for each fiscal year thereafter,
out of any moneys in the Treasury not otherwise appropriated,
amounts equivalent to 100 per centum of—

(1) the taxes (including interest, penalties, and additions to
the taxes) received under subchapter A of chapter 9 of the
Internal Revenue Code of 1939 (and covered into the Treasury)
which are deposited into the Treasury by collectors of internal
revenue before January 1, 1951; and

(2) the taxes certified each month by the Commissioner of
Internal Revenue as taxes received under subchapter A of chap-
ter 9 of such Code which are deposited into the Treasury by
collectors of internal revenue after December 31, 1950, and
before January 1, 1953, with respect to assessments of such taxes
made before January 1, 1951; and

(3) the taxes imposed by subchapter A of chapter 9 of such
Code with respect to wages (as definied in section 1426 of such
Code), and by chapter 21 of the Internal Revenue Code of 1954
with respect to wages (as defined in section 3121 of such Code) re-
ported to the Commissioner of Internal Revenue pursuant to
section 1420 (c) of the Internal Revenue Code of 1939 after De-~
cember 31, 1950, or to the Secretary of the Treasury or his delc-
gates pursuant to subtitle T of the Internal Revenue Code of 1954
after December 31, 1954, as determined by the Secretary of the
Treasury by applying the a plicable rates of tax under such sub-
chapter or chapter 21 to such wages, which wages shall be certified
by the Secretary of Health, Education, and Welfare on the basis
of the records of wages established and maintained by such
Secretary in accordance with such reports, less the amounts
specified in clause (1) of subsection (b) of this section; and

(4) the taxes imposed by subchapter E of chapter 1 of the
Internal Revenue Code of 1939, with respect to self-employment
income (as defined in section 481 of such Code), and by chapter 2
of the Internal Revenue Code of 1954 with respect to self-employ-~
ment income (as defined in section 1402 of such Code) reported to
the Commissioner of Internal Revenue on tax returns under such
subchapter or to the Secretary of the Treasury or his delegate on
tax returns under,subtitle F of such Code, as determined by the
Secretary of the Treasury by applying the applicable rate of tax
under such subchapter or chapter to such gelf-employment
income, which self-employment income shall be certified by the
Secretary of Health, Education, and Welfare on the basis of the
records of self-employment income established and maintained
by the Secretary of Health, Education, and Welfare in accordance
with such returns, less the amounts specified in clause (2) of
subsection (b) of this section.



52 THE OLD-AGE AND SURVIVORS INSURANCE TRUST FUND

The amounts appropriated by clauses (3) and (4) shall be transferred
from time to time from the general fund in the Treasury to the
Federal Old-Age and Survivors Insurance Trust Fund, and the
amounts appropriated by clauses (1) and (2) of subsection (b) shall be
transferred from time to time from the general fund in the Treasury
to the Federal Disability Insurance Trust Fund, such amounts to be
determined on the basis of estimates by the Secretary of the Treasury
of the taxes, specified in clauses (3) and (4) of this subsection, paid to
or deposited into the Treasury; and proper adjustments shall be made
in amounts subsequently transferred to the extent prior estimates
were in excess of or were less than the taxes specified in such clauses
(3) and (4) of this subsection.

(b) There is hereby created on the books of the Treasury of the
United States a trust fund to be known as the “Federal Disability
Insurance Trust Fund.” The Federal Disability Insurance Trust
Fund shall consist of such amounts as may be appropriated to, or
deposited in, such fund as provided in this section. There is hereby
appropriated to the Federal Disability Insurance Trust Fund for the
fiscal year ending June 30, 1957, and for each fiscal year thereafter,
out of any moneys in the Treasury not otherwise appropriated,
amounts equivalent to 100 per centum of—

(1) One-half of 1 per centum of the wages (as defined in section
3121 of the Internal Revenue Code of 1954) paid after December
31, 1956, and reported to the Secretary of the Treasury or his
delegate pursuant to subtitle F of the Internal Revenue Code of
1954, which wages shall be certified by the Secretary of Health,
Education, and Welfare on the basis of the records of wages
established and maintained by such Secretary in accordance with
such reports; and

(2) Three-cighths of 1 per centum of the smount of self-
employment income (as defined in section 1402 of the Internal
Revenue Code of 1954) reported to the Secretary of the Treasury
or his delegate on tax returns under subtitle I of the Internal
Revenue Code of 1954 for any taxable year beginning after
December 31, 1956, which self-employment income shall be
certified by the Secretary of Health, Education, and Welfare on
the basis of the records of self-employment income established and
maintained by the Secretary of Health, Education, and Welfare
in accordance with such returns.

(c) With respect to the Federal Old-Age and Survivors Insurance
Trust Fund and the Federal Disability Insurance Trust Fund (here-
inafter in this title called the ‘“Trust Funds) there is hereby created
a body to be known as the Board of Trustees of the Trust Funds (here-
inafter in this title called the “Board of Trustees”) which Board of
Trustees shall be composed of the Secretary of the Treasury, the
Secretary of Labor, and the Secretary of Health, Education, and
Welfare, all ex officio. The Secretary of the Treasury shall be the
Managing Trustee of the Board of Trustees (hereinafter in this title
called the “Managing Trustee”). The Commissioner of Social
Security shall serve as Secretary of the Board of Trustees. It shall be
the duty of the Board of Trustees to—

(1) Hold the Trust Funds ;

(2) Report to the Congress not later than the first day of
March of each year on the operation and status of the Trust
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Funds during the preceding fiscal year and on their expected
operation and status during the next ensuing five fiscal years;
(3) Report immediately to the Congress whenever the Board of
Trustees 18 of the opinion that during the ensuing five fiscal years
either of the Trust Funds will exceed three times the highest
annual expenditures from such Trust Fund anticipated during
that five-fiscal-year period, and whenever the Board of Trustees
is of the opinion that the amount of either of the Trust Funds is
unduly small; and
(4) Recommend improvements in administrative procedures
and policies designed to effectuate the proper coordination of the
old-age and survivors insurance and Federal-State unemploy-
ment compensation program.
The report provided for in paragraph (2) above shall include a state-
ment of the assets of, and the disbursements made from, the Trust
Funds during the preceeding fiscal year, an estimate of the expected
future income to, and disbursements to be made from, the Trust Funds
during each of the next ensuing five fiscal years, and a statement of the
actuarial status of the Trust Funds. Such report shall be printed as a
Hogse document of the session of the Congress to which the report is
made.

(d) It shall be the duty of the Managing Trustee to invest such
portion of the Trust Funds as is not, in his judgment, required to meet
current withdrawals. Such investments may be made only in interest-
bearing obligations of the United States or in obligations guaranteed
as to both principal and interest by the United States. For such
purposes such obligations may be acquired (1) on original issue at
par or (2) by purchase of outstanding obligations at the market price.
The purposes for which obligations 0% the United States may be issued
under the Second Liberty Bond Act, as amended, are hereby extended
to authorize the issuance at par of public-debt obligations for purchase
by the Trust Funds. Suclrl) obligations issued for purchase by the
Trust Funds shall have maturities fixed with due regard for the needs
of the Trust Funds, and bear interest at a rate equal to the average
rate of interest, computed as to the end of the calendar month next
preceding the date of such issue, borne by all marketable interest-
bearing obligations of the United States then forming a part of the
Public Debt that are not due or callable until after the expiration of
five years from the date of original issue; except that where such aver-
age rate is not a multiple of one-eighth of 1 per centum, the rate of
interest of such obligations shall be the multiple of one-eighth of 1 per
centum nearest such average rate. Such obligations shall be issued
for purchase by the Trust Funds only if the Managing Trustee deter-
mines that the purchase in the market of other interest-bearing
obligations of the United States, or of obligations guaranteed as to
both principal and interest by the United States on original issue or
at the market price, is not in the public interest.

(e) Any obligations acquired by the Trust Funds (except special
obligations issued exclusively to the Trust Funds) may be sold by the
Managing Trustee at the market price, and such special obligations
may be redeemed at par plus accrued interest.

() The interest on, and the proceeds from the sale or redemption
of, any obligations held in the Federal Old-Age and Survivors Insur-
ance Trust Fund and the Federal Disability Insurance Trust Fund
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shall be credited to and form a part of the Federal Old-Age and
Survivors Insurance Trust Fund and the Disability Insurance Trust
Fund, respectively.

(g) (1) The Managing Trustee is directed to pay from the Trust
Funds into the Treasury the amounts estimated by him and the
Secretary of Health, Education, and Welfare which will be expended,
out of moneys appropriated from the general funds in the Treasury,
during a three-month period by the Department of Health, Education,
and Welfare and the Treasury Department for the administration of
titles IT and VIII of this Act and subchapter E of chapter 1 and sub-
chapter A of chapter 9 of the Internal Revenue Code of 1939, and
chapters 2 and 21 of the Internal Revenue Code of 1954. Such pay-
ments shall be covered into the Treasury as repayments to the account
for reimbursement of expenses incurred in connection with the admin-
istration of titles IT and VIII of this Act and subchapter E of chapter 1
and subchapter A of chapter 9 of the Internal Revenue Code of 1939,
and chapter 2 and 21 of the Internal Revenue Code of 1954. There
are hereby authorized to be made available for expenditure, out of
either or both of the Trust Funds, such amounts as the Congress may
deem appropriate to pay the cost of administration of this title. After
the close of each fiscal year, the Secretary of Health, Education, and
Welfare shall analyze the costs of administration of this title incurred
during such fiscal year in order to determine the portion of such costs
which should have been borne by each of the Trust Funds and shall
certify to the Managing Trustee the amount, if any, which should be
transferred from one to the other of such Trust Funds in order to
insure that each of the Trust Funds has borne its proper share of the
costs of administration of this title incurred during such fiscal year.
The Managing Trustee is authorized and directed to transfer any such
amount from one to the other of such Trust Funds in accordance with
any certification so made.

(2) The Managing Trustee is directed to pay from time to time
from the Trust Funds into the Treasury the amount estimated by
him as taxes which are subject to refund under section 6413(c) of the
Internal Revenue Code of 1954 with respect to wages (as defined in
section 1426 of the Internal Revenue Code of 1939 and section 3121
of the Internal Revenue Code of 1954) paid after December 31, 1950.
Such taxes shall be determined on the basis of the records of wages
established and maintained by the Secretary of Health, Education,
and Welfare in accordance with the wages reported to the Commis-
sioner of Internal Revenue pursuant to section 1420(c) of the Internal
Revenue Code of 1939 and to the Secretary of the Treasury or his
delegate pursuant to subtitle F of the Internal Revenue Code of 1954,
and the Secretary shall furnish the Managing Trustee such informa-
tion as may be required by the Trustee for such purpose. The pay-
ments by the Managing Trustee shall be covered into the Treasury
as repayments to the account for refunding internal revenue collec-
tions. Payments pursuant to the first sentence of this paragraph
shall be made from the Federal Old-Age and Survivors Insurance
Trust Fund and the Federal Disability Insurance Trust Fund in the
ratio in which amounts were appropriated to such Trust Funds under
clause (3) of subsection (a) of this section and clause (1) of subsection
(b) of this section.



THE OLD-AGE AND SURVIVORS INSURANCE TRUST FUND %)

(3) Repayments made under paragraph (1) or (2) shall not be
available for expenditures but shall be carried to the surplus fund of
the Treasury. If it subsequently appears that the estimates under
either such paragraph in any articuﬁtr period were too high or too
low, appropriate adjustments shall be made by the Managing Trustee
in future payments.

(h) Benefit payments required to be made under section 223, and
benefit payments required to be made under subsection (b), (¢), or
(d) of section 202 to individuals entitled to benefits on the basis of
the wages and self-employment income of an individual entitled to
disability insurance benefits, shall be made only from the Federal
Disability Insurance Trust Fund. All other benefit payments re uired
to be made under this title shall be made only from the Federal Old-
Age and Survivors Insurance Trust Fund.

PAYMENTS AND REPORTS BY STATES

Skc. 218. (e) Each agreement under this section shall provide—

(1) that the State will pay to the Secretary of the Treasury,
at such time or times as the gecretary of Health, Education, and
Welfare may by regulations prescribe, amounts equivalent to the
sum of the taxes which would be imposed by sections 3101 and
3111 of the Internal Revenue Code of 1954 if the services of
employees covered by the agreement constituted employment
as defined in section 3121 of such code; and

(2) that the State will comply with such regulations relating
to payments and reports as the Secretary of Health, Education,
and Welfare may prescribe to carry out the purposes of this
section.

DEPOSITS IN TRUST FUNDS; ADJUSTMENTS

Sec. 218. (h) (1) All amounts received by the Secretary of the
Treasury under an agreement made pursuant to this section shall be
deposited in the Trust Funds in the ratio in which amounts are appro-
priated to such Funds pursuant to subsections (a)(3) and (b)(1) of
section 201.

(2) If more or less than the correct amount due under an agreement
made pursuant to this section is paid with respect to any payment of
remuneration, proper adjustments with respect to the amounts duc
under such agreement shall be made, without interest, in such manner
and at such times as may be prescribed by regulations of the Secretary
of Health, Education, and Welfare.

(3) If an overpayment cannot be adjusted under paragraph (2), the
amount thereof and the time or times 1t is to be paid shall be certified
by the Secretary of Health, Education, and Welfare to the Managing
Trustee, and the Managing Trustee, through the Fiscal Service of the
Treasury Department and prior to any action thereon by the General
Accounting Office, shall make payment in accordance with such certi-
fication. 'The Managing Trustee shall not be held personally liable
for any payment or payments made in accordance with a certification
by the Secretary of Health, Tducation, and Welfare.
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FAILURE TO MAKE PAYMENTS

Skc. 218. (j) In case any State does not make, at the time or times
due, the payments provided for under an agreement pursuant to this
section, there shall be added, as part of the amounts due, interest at
the rate of 6 per centum per annum from the date due until paid, and
the Secretary of Health, Education, and Welfare may, in his discre-
tion, deduct such amounts plus interest from any amounts certified by
him to the Secretary of the Treasury for payment to such State under
any other provision of this Act. Amounts so deducted shall be deemed
to have been paid to the State under such other provision of this Act.
Amounts equal to the amounts deducted under this subsection are
hereby appropriated to the Trust Funds in the ratio in which amounts
are deposited in such Funds pursuant to subsection (h)(1).

ArpeNDIX IV. FiNnaNcING Orp-AGE, SURVIVORS, AND DisaBILITY
InsuraNcE. A RErorT OF THE ADVisorY COUNCIL ON SoCIAL
SrcuriTY FiNaNciNg

LETTER OF TRANSMITTAL

JANUARY 1, 1959.

TrE BoARD oF TRUSTEES OF THE FEDERAL OLD-AGE AND SURVIVORS
InsurancE aND Disapiuity INsurance Trust Funps, Wase- |
wvaeron 25, D.C, »

GentLEMEN: As required by section 116 of the Social Security
amendments of 1956, there is transmitted herewith the report of
the Advisory Council on Social Security Financing.

The Council has carefully studied the method of financing the old-
age, survivors, and disability insurance program and the estimates
of the costs of the program. We are pleascd to report that the method
is sound and that in our judgment, based on the best available esti-
mates, the contribution schedule now in the law makes adequate
provision for meeting both short-range and long-range costs.

The law provides for annual reports by the Board of Trustees and
periodic reviews by an advisory council.  The sound financing of the
program will continue to require annual appraisals of operating results,
periodic reexamination of the techniques and assumptions used in
making the long-range forecasts of income and disbursements, and
periodic reexamination of the adequacy of the contribution schedule
n light of the most recent cost estimates. We endorse the statutory
provisions that call for these reviews.

The Council wishes to express its appreciation of the assistance of
the governmental staff assigned to work with the Council. The
efficiency, knowledge, and helpfulness of the staff has greatly facili-
tated the Council’s work.

Respectfully submitted.

CuARLEsS I. SCHOTTLAND,
Chairman, Advisory Council on Social Security Financing.

FOREWORD

The Advisory Council on Social Security Financing was appointed
by the Secrctary of Health, Education, and Welfare in accordance
with scction 116 of Public Law 880, 84th Congress. As provided in
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