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BOARD OF TRUSTEES OF THE FEDERAL HOSPITAL
INSURANCE TRUST FUND

Washington, DC, March 31, 2023.

Hon. KEVIN MCCARTHY,
Speaker of the House of Representatives,
Washington, DC.

DEAR MR. SPEAKER: In accordance with the requirements of sec-
tion 709 of the Social Security Act, “Recommendations by Board of
Trustees to Remedy Inadequate Balances in the Social Security
Trust Funds,” we are writing to notify you that we project that the
asset reserves held in the Federal Hospital Insurance (HI) Trust
Fund will become inadequate under the meaning of this section
within the next 10 years. As shown in the 2023 Medicare Trustees
Report, which we are issuing today and a copy of which is attached,
the projected reserves expressed as a percentage of annual program
cost (the balance ratio) of the HI trust fund fall below 20 percent
by the beginning of calendar year 2030 based on our intermediate
set of economic, demographic, and programmatic assumptions.
Moreover, we project that the reserves of the HI trust fund will be
depleted soon afterwards, during 2031, and about 89 percent of
benefits scheduled in current law will be payable at that time if no
legislative action is taken.

Background—Section 709 of the Social Security Act specifies:

If the Board of Trustees . . . determines at any time that
the balance ratio of any such Trust Fund for any calendar
year may become less than 20 percent, the Board shall
promptly submit to each House of the Congress a report set-
ting forth its recommendations for statutory adjustments
affecting the receipts and disbursements of such Trust
Fund necessary to maintain the balance ratio of such Trust
Fund at not less than 20 percent, with due regard to the
economic conditions which created such inadequacy in the
balance ratio and the amount of time necessary to alleviate
such inadequacy in a prudent manner. The report shall set
forth specifically the extent to which benefits would have to
be reduced, taxes . . . would have to be increased, or a
combination thereof, in order to obtain the objectives re-
ferred to in the preceding sentence.

The Board believes that issuing a report under this section, when-
ever the balance ratio of a trust fund is expected to fall below 20
percent within the next 10 years, provides reasonable advance no-
tice and time for prudent action to alleviate inadequacy in the bal-
ance ratio. The annual report that the Board submits to the Con-
gress under section 1817(b) of the Social Security Act (commonly
referred to as the Trustees Report) provides a more extensive eval-
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uation of the actuarial status of the trust funds through the next
75 years.

The Hospital Insurance Trust Fund—Estimates in the 2023
Trustees Report show that the HI trust fund is not adequately fi-
nanced through the next 10 years under the intermediate assump-
tions (those representing the Trustees’ best estimate of future eco-
nomic and demographic trends), based on the meaning of section
709. Under the intermediate assumptions of the 2023 Trustees Re-
port, the HI trust fund reserves steadily decline after surpluses in
2023 and 2024, falling below 20 percent of annual cost by the be-
ginning of calendar year 2030 and becoming depleted in 2031.

Maintaining a Balance Ratio of at Least 20 Percent—To
maintain a balance ratio of at least 20 percent, it would be nec-
essary to either increase payroll tax revenue or reduce costs. For
payroll tax revenue, the increases are calculated in order to achieve
a stable HI balance ratio of 20 percent, beginning at the point
when the balance is projected to fall below that level under current
law. For reducing net costs, the reduction in the first year with a
balance ratio below 20 percent is calculated such that, in subse-
quent years, variations in reductions are minimized to achieve a
balance ratio of exactly 20.0 percent in those later years. There are
many other possibilities to maintain a balance ratio of at least 20
percent, including various combinations of payroll tax revenue in-
creases and net cost reductions.

The following table shows, for each year through the short-range
projection period or 2032, two alternatives—the additional payroll
tax revenue amounts or the net cost reduction amounts—that
would prevent the HI balance ratio from declining below 20 percent
under the intermediate assumptions of the 2023 Trustees Report.

Additional payroll Net cost reductions
Calendar year tax revenue only only!
(in billions) (in billions)

2029 $25.3 $11.7
2030 69.5 711
2031 834 73.5
2032 101.0 137.9

Total, 2029-2032 279.1 294.2

1 Amounts shown for net cost reductions through changes in benefits are net of premiums and general revenue transfers.

The additional payroll tax revenue amounts required to meet the
20-percent minimum HI balance ratio differ somewhat from the re-
quired net reductions in cost. Payroll tax revenue changes affect
trust fund reserves (the numerator of the balance ratio) but have
no effect on cost (the denominator); benefit changes needed to re-
duce net program cost affect both reserves and cost directly.

Recommendation—Based on the intermediate projections in
the 2023 Trustees Report, the HI trust fund reserves will fall below
20 percent of annual cost by the beginning of calendar year 2030
and will become depleted in 2031 in the absence of legislation to
address this imbalance between scheduled benefits and revenue.
We note that the results presented a year ago, based on the inter-
mediate projections in the 2022 Trustees Report, indicated that the
HI trust fund reserves would be depleted in 2028.

Lawmakers need to take prompt action to strengthen the actu-
arial status of the HI trust fund. Lawmakers could choose (i) to in-
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crease revenues to the fund, (ii) to reduce cost through modification
of the HI benefit levels or eligibility requirements, or (iii) to use a
combination of methods to strengthen the fund’s financial condi-
tion.

The Board recommends that lawmakers enact timely legislation
to make necessary adjustments for the HI program.

A similar letter is being sent to the President of the Senate.

Respectfully,
JANET YELLEN,

Secretary of the Treasury,
and Managing Trustee of
the Trust Funds.

XAVIER BECERRA,

Secretary of Health and
Human  Services, and
Trustee.

VACANT,
Public Trustee.
JULIE A. SU,

Acting Secretary of Labor,

and Trustee.
KirLoLo Kijakazi,

Acting Commissioner of So-

cial Security, and Trustee.
VACANT,

Public Trustee.

CHIQUITA BROOKS-LASURE,

Administrator, Centers for
Medicare &  Medicaid
Services, and Secretary,
Boards of Trustees.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue true
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages false
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth 8
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /FlateEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages false
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth 8
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /FlateEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages false
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck true
  /PDFX3Check false
  /PDFXCompliantPDFOnly true
  /PDFXNoTrimBoxError false
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (U.S. Web Coated \050SWOP\051 v2)
  /PDFXOutputConditionIdentifier (CGATS TR 001)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <>
    /CHT <>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV <>
    /HUN <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF che devono essere conformi o verificati in base a PDF/X-1a:2001, uno standard ISO per lo scambio di contenuto grafico. Per ulteriori informazioni sulla creazione di documenti PDF compatibili con PDF/X-1a, consultare la Guida dell'utente di Acrobat. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 4.0 e versioni successive.)
    /JPN <>
    /KOR <>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die moeten worden gecontroleerd of moeten voldoen aan PDF/X-1a:2001, een ISO-standaard voor het uitwisselen van grafische gegevens. Raadpleeg de gebruikershandleiding van Acrobat voor meer informatie over het maken van PDF-documenten die compatibel zijn met PDF/X-1a. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 4.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents that are to be checked or must conform to PDF/X-1a:2001, an ISO standard for graphic content exchange.  For more information on creating PDF/X-1a compliant PDF documents, please refer to the Acrobat User Guide.  Created PDF documents can be opened with Acrobat and Adobe Reader 4.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /HighResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


		Superintendent of Documents
	2024-10-02T10:02:46-0400
	Government Publishing Office, Washington, DC 20401
	Government Publishing Office
	Government Publishing Office attests that this document has not been altered since it was disseminated by Government Publishing Office




