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SOA Antitrust Compliance Guidelines

Active participation in the Society of Actuaries is an important aspect of membership. While the positive contributions of professional societies and associations are well-recognized and
encouraged, association activities are vulnerable to close antitrust scrutiny. By their very nature, associations bring together industry competitors and other market participants.

The United States antitrust laws aim to protect consumers by preserving the free economy and prohibiting anti-competitive business practices; they promote competition. There are
both state and federal antitrust laws, although state antitrust laws closely follow federal law. The Sherman Act, is the primary U.S. antitrust law pertaining to association activities. The
Sherman Act prohibits every contract, combination or conspiracy that places an unreasonable restraint on trade. There are, however, some activities that are illegal under all
circumstances, such as price fixing, market allocation and collusive bidding.

There is no safe harbor under the antitrust law for professional association activities. Therefore, association meeting participants should refrain from discussing any activity that could
potentially be construed as having an anti-competitive effect. Discussions relating to product or service pricing, market allocations, membership restrictions, product standardization or
other conditions on trade could arguably be perceived as a restraint on trade and may expose the SOA and its members to antitrust enforcement procedures.

While participating in all SOA in person meetings, webinars, teleconferences or side discussions, you should avoid discussing competitively sensitive information with competitors and
follow these guidelines:

* Do not discuss prices for services or products or anything else that might affect prices

* Do not discuss what you or other entities plan to do in a particular geographic or product markets or with particular customers.

* Do not speak on behalf of the SOA or any of its committees unless specifically authorized to do so.

* Do leave a meeting where any anticompetitive pricing or market allocation discussion occurs.

* Do alert SOA staff and/or legal counsel to any concerning discussions

* Do consult with legal counsel before raising any matter or making a statement that may involve competitively sensitive information.

Adherence to these guidelines involves not only avoidance of antitrust violations, but avoidance of behavior which might be so construed. These guidelines only provide an overview of

prohibited activities. SOA legal counsel reviews meeting agenda and materials as deemed appropriate and any discussion that departs from the formal agenda should be scrutinized
carefully. Antitrust compliance is everyone’s responsibility; however, please seek legal counsel if you have any questions or concerns.
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Presentation Disclaimer

Presentations are intended for educational purposes only and do not
replace independent professional judgment. Statements of fact and
opinions expressed are those of the participants individually and,
unless expressly stated to the contrary, are not the opinion or position
of the Society of Actuaries, its cosponsors or its committees. The
Society of Actuaries does not endorse or approve, and assumes no
responsibility for, the content, accuracy or completeness of the
information presented. Attendees should note that the sessions are
audio-recorded and may be published in various media, including
print, audio and video formats without further notice.
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What Do We Want to Share Today About Social
Security and “Entitlements”?

1. What was new in the 2024 Trustees Report (released May 6)
regarding Social Security’s actuarial status?

2. What options can be considered for closing the financing gap?

3. How do Social Security and Medicare (“entitlements”) figure

in the fiscal status of the federal government and the
economy?




May 6) regarding
urity’s actuarial status?

024 Trustees
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Three Primary Changes For the 2024 Report

1. Economic: Given the unanticipated strength of the economy through 2023, the
Trustees increased the level of labor productivity and the employment rate over
the projection period. This offset the 3-percent permanent drop in the level of
labor productivity and GDP assumed in last year’s report.

2. Disability: The assumed ultimate disabled worker incidence rate was lowered
from 4.8 to 4.5 per thousand, as applications for and awards of disability benefits
have continued at low levels.

3. Demographic: The assumed ultimate total fertility rate (TFR) was lowered from
2.0 children per woman reached in 2056 to 1.9 children per woman reached in
2040, given continued low level of the TFR in recent years.

OASDI actuarial deficit now at 3.50 percent of payroll, down from 3.61 in 2023 report.
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. Social Security Disabled Worker Receipts at Disability Determination
Prima ry Ch d nge 2 . Services by Calendar Year: Historical and Intermediate Assumptions for
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Primary Change 2:
Disability Incidence
Rate Also Remains
At Historic Low Level

DI disabled worker incidence
rate rose sharply in the 2008
recession and has declined
since the peak in 2010 to
extraordinarily low levels in
2016 through 2022.

Incidence rates increased
slightly in 2023 and are
projected to surge in order to
reduce pending claims
(assuming increased staffing).

Note recent rise in pending
claims due to limited staffing:
see Actuarial Note 163.

DI Age-Sex-Adjusted Incidence Rates:

Historical and Intermediate Assumptions for 2012 through 2024 Trustees Reports
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U.S. Total Fertility Rate: With and Without Adjustment for Survival to Age 10

Primary Change 3: ;
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Changes in Timing of Trust Fund Reserve Depletion in
2024 Report

1. OASDI reserve depletion is 2035: 13 months later than last year’s report

a) Economic and disability changes are positive for the trust funds throughout the 75-year
projection

b) The change in the fertility rate assumption partially offsets the economic and disability
changes in the long-term—but not until well after 2035

2. OASI reserve depletion is again 2033: but 7 months later than in last year’s report

3. Dl reserves do not become depleted over the 75-year long-range projection
period: same as last year

a) Applications and benefit awards are both near historically low levels in 2023
b) Reduced ultimate incidence rate
c) Gradualincrease in initial applications to their ultimate levels
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Year of OASDI
Combined Trust
Fund Reserve
Depletion

OASDI reserve depletion date
varied from 2033 to 2035 in
reports over the last 13 years
(2012-2024) and from 2029
to 2042 in reports over the
last 34 years (1991-2024).
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But Wait—After the 1983 Amendments, the 1983 Trustees
Report Projected Reserve Depletion in 2063

* So why is the reserve depletion date 2035 now, almost 30 years earlier
than projected in the 1983 report?

* Lower birth rates were anticipated in 1983, and mortality projections
were extremely accurate

* Over 80% of worsening in projections since 1983 Trustees Report was
due to unanticipated economic experience




The Main Issue:
Drop in Ratio of
Taxable Earnings to
All OASDI Covered

Earnings

Declined since 1983 due to
increasing concentration of
earnings at the top of the
distribution. Between 1983 and
2000, the average annual earnings
for the top 6 percent of earners
rose 62 percent more than CPI,
but only 17 percent more for the
other 94 percent of earners.

The ratio dropped to 82.5 percent
by 2000 and has remained there
except for cyclic effects.

This drop was NOT
anticipated in 1983.
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The Reduced Share of Earnings Subject to Payroll Tax Explains
Most of the Increase in Cost as Percent of Payroll, Compared to
the Projection in 1983

OASDI Cost Rate as Percent of Taxable Payroll: 2023 TR versus 1983 TR, and 1983 TR
Adjusted for Actual Change in Percent of OASDI Covered Earnings Subject to Payroll Tax
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The Current Financial/Actuarial Status of the OASDI Trust Funds

Cost is rising as a percent of payroll from 2008 to about 2040, mainly due to birth rates
affecting the population age distribution

OASDI Non-Interest Income, Cost and Expenditures Aged Dependency Ratio 2024 TR
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OASDI Cost and Non-Interest Income as a Percentage of GDP 2024 TR
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be considered
the financing gap?
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Changes Need to be Made by 2035—And
Preferably Sooner

* Make choices addressing OASDI shortfall 2035-2098:

e Raise scheduled revenue by 2035 by about one-third
* Reduce scheduled benefits by 2035 by about one-fourth
* Or some combination of the two

* Enacting sooner allows more options, more gradual phase
in, and more advance notice




Adequacy: How Much Should Social Security Provide?
What Share of Pre-Retirement Earnings to “Replace”?

* Note that “career-average CPl-indexed earnings” are not the
appropriate basis

o The standard of living increases through time—new goods and services do not
increase the CPI, but actually reduce its growth rate

o Career-average wage-indexed earnings approximate late career earnings
(Actuarial Note 155, 2014)

o Career-average wage-indexed earnings are also the basis for determining
Social Security benefit levels

* In total, financial planners generally suggest about 75% to 80% of
late career earnings level
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Retired Worker Benefit Replacement Rates, Both
Scheduled and Payable Under Current Law

Scheduled Monthly Benefit Levels as Percent of Career-Average PAYABLE Monthly Benefit Levels as Percent of Career-Average Earnings
Earnings by Year of Retirement at age 65 by Year of Retirement at age 65
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If Reduce Benefits, By How Much, and For Whom?

* Increase NRA—as done in the 1983 Amendments

o Reduce monthly benefit for retirees (and most survivors) by about 7% for each
year NRA is increased, but no change for disabled worker beneficiaries

e Reduce the COLA—affects the oldest increasingly more as they age

* Reduce growth in benefits—modify the PIA formula to increase benefits
across generations using price inflation, not average earnings growth

o 1976 Hsiao Commission—fix PIA factors at 80%, 35%, 25%
> But index PIA “bend points” and AIME by only CPI inflation (current law index is AWI)
o 1999 Kasich and 2001 Commission—true CPIl indexing across generations
» Reduce PIA factors (90, 32, 15) by real growth in average wage
o Progressive Price Indexing—reduce for only the top half of career earners
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If Increase Revenue, By How Much, and For Whom?

* Increase payroll taxes by raising the 12.4% tax rate or taxing some or all
earnings above the current taxable maximum
o Gradually raise the tax max to again apply to 90 percent of covered earnings

o Apply the payroll tax to earnings over $250,000 (Sanders) or $400,000 (Larson,
Whitehouse)

o Apply to all covered earnings

* Take advantage of returns on private-sector investments
o Invest trust fund reserves, in higher yield private securities—Kerrey-Simpson 1995
o Tax net investment income, as in ACA—Larson, Sanders, Whitehouse
o Tax active S-corporation holders and active limited partners—Sanders, Whitehouse
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Other Options

- Increase benefits for adequacy for certain groups
o Increase the COLA—use CPI-E to better reflect purchases of the elderly
o Increase or reformulate the minimum benefit
o Caregiver credits

» Redesign or eliminate WEP/GPO for public sector employees

o Representatives Brady and Neal proposed altering the benefit formula to better reflect
actual earnings covered and not covered by Social Security

o Others (Representatives Graves and Spanberger) have recently suggested eliminating
WEP and GPO altogether—with 327 cosponsors in the House

o Eliminate income taxes on Social Security benefits
o Eliminate payroll taxation of tip income
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Notable Proposals Scored—Whitehouse/Boyle

Senator Sheldon Whitehouse and Rep. Brendan Boyle—July 11, 2023

* Just two provisions:

* Apply payroll tax on earnings above $400,000, with no benefit credit

* Add a 12.4-percent tax on net investment income (expanded definition to cover earnings from
S-corporations and limited partnerships) above $400,000 for single filers and $500,000 for
married couples filing jointly

* Making these changes would have lead to 75-year solvency
e See www.ssa.gov/OACT/solvency/WhitehouseBoyle 20230711.pdf
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http://www.ssa.gov/OACT/solvency/WhitehouseBoyle_20230711.pdf

Notable Proposals Scored—Larson

Representative John Larson—July 12, 2023 (original version July 2014)

e Significant provisions:
e Several benefit improvements similar to his prior bills, but for 10 years only
* Apply payroll tax on earnings above $400,000, with a small benefit credit
* Add a 12.4-percent tax on net investment income above $400,000

* Making these changes would lead to an additional 32 years of full
solvency (reserve depletion in 2066)

e See www.ssa.gov/OACT/solvency/JLarson 20230712 .pdf
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Notable Proposals Scored—Johnson

Former Representative Sam Johnson—December 8, 2016
e Significant provisions:

* Make benefit formula less generous but more “progressive”; change to mini-PIA approach; add
a new minimum benefit

e Raise Normal Retirement Age to age 69 (8-year phase-in)

* Lower the COLA by using chain-weighted CPI; no COLA if high income

* Eliminate taxation of Social Security benefits

* Making these changes would have lead to 75-year solvency
e See www.ssa.gov/OACT/solvency/SJohnson 20161208.pdf
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https://www.ssa.gov/OACT/solvency/SJohnson_20161208.pdf

Notable Proposals Scored—Bipartisan Policy Center

Bipartisan Policy Center—June 9, 2016

e Significant provisions:
* Change to mini-PIA approach; add a new minimum benefit
* Increase the taxable maximum to $195K in 2020; index with AWI + 0.5 ppt
e Raise payroll tax rate from 12.4 to 13.4 percent over 10 years
» Raise Normal Retirement Age to age 69 (48-year phase-in)
* Lower the COLA by using chain-weighted CPI for OASI, not DI

* Making these changes would have lead to 75-year solvency
e See www.ssa.gov/OACT/solvency/BPC 20160609.pdf
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https://www.ssa.gov/OACT/solvency/BPC_20160609.pdf

Notable Proposals Scored—Simpson/Bowles

Simpson/Bowles Fiscal Commission—December 1, 2010

e Significant provisions:
* Index NRA to maintain life expectancy at NRA/(NRA-20); EEA=NRA-5 but allow % at age 62;
exempt AIME<250% poverty from increase in NRA, phase out at 400%
* Increase the taxable maximum by AWI + 2 ppt until 90% of earnings taxed
* Restore the special minimum benefit
* Provide a uniform increase 20-24 years after eligibility: 5% of PIA at AIME=AWI
* Reduce PIA factors above 50" percentile of AIME to 30%, 10%, 5%
* Lower the COLA by using chain-weighted CPI

* Making these changes would have lead to 75-year solvency
e See www.ssa.gov/OACT/solvency/FiscalCommission 20101201.pdf
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https://www.ssa.gov/OACT/solvency/FiscalCommission_20101201.pdf

Timing for Changes

* Historically, Congress has waited until reserve depletion is imminent
o Difficult to lower benefits or raise taxes until necessary
* Enacting sooner allows more options, more gradual phase in, and
more advance notice
o Best example: 17-year delay in implementing NRA increase in 1983 amendments

* OASDI reserve depletion now projected for 2035

o One year later than in the 2023 Trustees Report
o The date has varied between 2033 and 2035 over the past 13 years
o And between 2029 and 2042 over the past 30 years
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and Medicare
re in the fiscal status of
vernment and the economy?
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Social Security Is Not Responsible for the Federal
Debt

1) OASI, DI, HI Trust Funds do not add to the debt

2) In fact, these trust funds finance part of the total federal debt
3) These programs cannot borrow under current law

4) The “budget scoring convention” is inconsistent with the law

Sec. 257(b)(1) of the Balanced Budget and Emergency Deficit Control Act of 1985, P.L. 99-177:

“Laws providing or creating direct spending and receipts are assumed to operate in the manner
specified in those laws for each such year and funding for entitlement authority is assumed to be
adequate to make all payments required by those laws.”

Full scheduled payments are not required after trust fund reserve depletion; in fact, they are not even
allowed.
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What If We Project Federal Debt Consistent With the Law?

OMB Budget and CBO baselines assume borrowing Trust Funds from the public vs. projections consistent with current
law, where OASDHI shortfalls must be met with added revenue or reduced cost; note Trust Fund reserves are part of

total federal debt
Projected Federal Debt Held by the Public: FY25 Baseline (OASDI & HI Unfunded Projected Federal Debt Held by the Public: CBO Baseline (Assuming OASDI & HI Unfunded
Obligations Are Paid by Borrowing From the Public) vs. Assuming Current Law Obligations Are Paid by Borrowing From the Public) vs. Assuming Current Law
180 180
160 160
140 140 >
a
a 120 E 120
) o
"6 3 “6
= 100 + 100
[ @
a
w80 % 80
w L]
5 B = (B0 baseline; LTBO March 2024
@ =—PB25 BASELINE (continuation of current policies) ) C aseline; arc
9 60 O 60
——PB25 Baseline + OASDI Trust Fund Assets =e—Less OASDI Unfunded Obligations (LTBO 2024 projections)
40 —PB25 Baseline + OASDI Trust Fund Assets + HI Trust Fund 40 —+=Less OASDI&HI Unfunded Obligations (LTBO 2024 projections)
Assets
=o=_ess OASDI Unfunded Obligations (PB25S projections) ——CBO Baseline + OASDI Trust Fund Assets
20 20
——Less OASDI&HI Unfunded Obligations (PB25 projections, ——CBO Baseline + OASDI Trust Fund Assets + HI Trust Fund Assets
2024 TR for HI)
0 P , P T S T T SR ) . 0 M I T L S SR
2010 2015 2020 2025 2030 2035 2040 2045 2010 2015 2020 2025 2030 2035 2040 2045 2050
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The Bottom Line

* Long-term projections provide information to assess solvency and
changes needed to eliminate shortfalls.

e If trust fund reserves were to become depleted:
* Full benefits could not be paid timely
* NO pressure on the Budget or Federal Debt
e So Congress must act, as it always has

* Straightforward solutions:
e Add revenue and/or lower cost for OASDI
* Comprehensive changes implemented by 2035
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For More Information About Social Security Go To
www.ssa.gov/oact/

There you will find:
* The 2024 and all prior Social Security Trustees Reports
Detailed single-year tables for recent reports
Our estimates for comprehensive proposals and individual provisions
Actuarial notes and studies
Extensive databases
Congressional testimonies
Presentations by OCACT employees
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