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TABLE 4—COST ESTIMATE FOR PROPOSED AIVIENDMENTS TO THE RUIA (AVERAGE ADDITIONAL COSTS PER '

YEAR IN FIRST 5 YEARS)
[Amount per year m thousands]

Povison ol Unemplyment ;Sic”kn;és'srf...ﬁ ,
Increase i in maximum daily beneﬂt,._t---.-.-_-.;_ $19,900 « .- O ‘;‘$1.0, 100 ~ $9 800"‘ o
Increase in amount of qualifying earnings.........- ~=2,780 -T2 400 S =380

Restnctlon on clalmants receivmg separatlon allow- )

-L20 o ol00 _~‘-,-200;; s

baneris 1 onded aid sccelorated sickness U500 ieiiieeeee. o BBODC
- Elimination’ ofspeclal maternlty beneflts_.’ ....... s =880 L e ——930 ;

Net increase in beneﬂtcosts..,--,,--‘.;--,--.-- ) 220 450 o 6,660 13 790. '

STNet amount after adJustment for reimbursements from the rallroad retirement acéount. .+ S RERE
-2 To this another.$500,000: per year would be added for mcreases in admmistrauon expenses Thus the total cost comes

- to.about $21,000,000 per year.
o Note All ltems in the table relate to a benefit schedule with a max»mum of $12 70 per day

This report is bemg submitted oir ' behalf of all three members of the Board;i" i

who unanimously recommend enactment of this bill. :
The ‘Bureaii:of  the Budget advises that  while there is no obJection to the‘, '

- submission of this report, the actuarial deficiency which the bill would create

* s a matter of serious concern and that the Board should develop’ reeommenda—i :

tions at an early date to cover the mcreased cost.of thlS measure.
‘ Smcerely yours, b
HOWARDW HABERMEYER Chawmcm
APPENDIX

Sl

The table Wthh follovvs explalns how employee annmtles Would be computed‘
under the bill H. R.:14563. It deals with all four types of cases whlch may arise.

In Case 1, there is no offset involved because the annuitant is not entitled to. a gy

-supplemental annuity and is not receiving a ‘social security benefit. In Case 2, the

‘employee is entitled to a. supplemental annuity but not to a. somal security: beneﬁt

Case 3-refers-to a-man who-is not. entitled to a supplemental annuity but is
receiving a social security benefit. Finally, Case 4 deals with the rather infrequent
occurrence of entltlement to both a supplemental annulty and a soc1al securlty
benefit.-

The table brlngs out: the follovvlng facts: :

1. The offset for the supplemerntal annuity Woulcl be almost exactly the same;

~as under present law (items 3(c) and 2(c¢) of the table).

2. The social security offset under the bill (before ad;mstment for the m1n1mum)

exceeds the corresponding offset under present law by 13 per cent of the amount

payable 1mmed1ately before the. 1967 amendments. This can be seen from the

- figures shown in items 1(0) 2(d) and 3(d) of the table. For example, in Case 4,

the $11.82 of item 3(d) is 13 per cent of $91.00, and in Case 3, the $19.67 of
item 3(d) exceeds the $6.59 of item 2(d) by $13. 08 which is 13 per cent of the
$100.60 in item 1(c)

3. The $10 minimum specified in the third prowso of the new Sectlon 3(a)(2)

of the Act would apply mostly in-cases where the amount computed under the

new Section 3(a) (1) of the Railroad Retn'ement Aet is not large 1n relation
to the social security benefit.’ .

-4, The 5.8 per-cent of the social seeumty benefit under the: 1967 Act is praetxcally
the. same as 6.55 per cent of the. Lorrespondmg amount. under the 1965 Act.
Similarly, 11.5 per cent-of the former is the same as 13 per cent of the latter.
Finally, 17.3 per cent of the'amount under the 1967 Social Security Aet accounts
for both the 7 per cent increase given by the 1965 Social Security Amendments
and the 13 per cent.increase given in 1967. (A $100 social security benefit. under: -
the law before it was amended in 1965 became $121 under the 1967 Somal Security .
Act. 17.3 per cent of $121 is almost exactly equal to $21. ) «

A case not dealt: with in the table, but which: requwes Spemal mentlon isthe

“one where the average monthly campensatmn 'will be in excess of $45() Con-.

_sider a future annuity award which will be based on, say, $650 of monthly com-
.pensation and 30 years of service. Assume that no offset for either a supplemeéntal -

annuity or a social security beneﬁt will be involved. The amount computed under‘



