
The Railroad Retirement Amendments of 1968 

THE RAILROAD RETIREXENT system is 
generally affected by legislation that makes 
changes in the social security program. In recent 
years steps have usually been taken to conform its 
program with social security revisions. Two laws 
enacted early in 1968 affect all present and poten- 
tial railroad retirement beneficiaries. The Sdcial 
Security Amendments of 1967 (Public Law 90- 
248, signed January 2, 1968) made several 
changes in the Social Securit,y Act that resulted 
in a few automatic changes in the railroad re- 
tirement system.l The Railroad Retirement 
Amendments (Public Law 90-257, enacted Feb- 
ruary 15, 1968) made changes in the Railroad 
Retirement Act beyond those brought about by the 
amendments to the Social Security Act. 

EFFECT OF SOCIAL SECURITY AMENDMENTS 

All monthly cash benefits under the old-age, 
survivors, disability, and health insurance 
(OASDHI) p rogram were increased by at least 
13 percent for months after January 1968, with 
the minimum primary insurance amount (PIA) 
raised from $44 to $55. These changes automati- 
cally result in higher benefits for those railroad 
retirement beneficiaries whose benefits are deter- 
mined under the OASDHI “minimum guarantee” 
provision, which states that any railroad retire- 
ment beneficiary and his family must receive at 
least 110 percent of the amount they would have 
received if railroad employment had always been 
included as covered employment under the Social 
Security Act. 

The OASDHI annual earnings base was in- 
creased from $6,600 to $7,800. Under a provi- 
sion of the 1965 amendments to the Railroad 
Retirement Act, the monthly earnings base for 
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the railroad retirement system was set at one- 
twelfth of the OASDHI annual earnings base. 
The railroad monthly earnings base has therefore 
risen from $550 to $650. 

The annual amount that an OASDHI benefici- 
ary may earn without losing any of his benefits 
was increased from $1,500 to $1,680, with the cor- 
responding monthly limit changed from $125 to 
$140. For earnings between $1,680 and $2,880 the 
beneficiary loses $1 of benefits for each $2 of 
earnings (Q-for-@ provision was unchanged). 
For earnings above $2,880, the beneficiary will 
lose $1 of benefit for each $1 of earnings. This 
change aflects retired railroad employees whose 
annuities are computed under the minimum 
guarantee, those who receive OASDHI benefits, 
and all survivor beneficiaries. 

In addition, the Social Security Amendments 
of 1967 made a few changes in health insurance 
for the aged (Medicare), which also covers rail- 
road employees and annuitants. In addition to 
the 90 days now covered under hospital insurance, 
a 60-day lifetime reserve for hospital care was 
added with a $20 coinsurance amount for each 
day used. Reimbursement procedures were 
changed to allow the patient to submit an unpaid 
itemized bill instead of a bill he has already paid 
as he would under the old law. Reimbursement 
for outpatient diagnostic services was trans- 
ferred from hospital insurance to the supple- 
mentary medical insurance program. 

INCREASED RAILROAD ANNUITIES 

Under the 1968 amendments, annuities for 
most railroad retirement annuitants were in- 
creased by ,110 percent of the dollar amount that 
they would have been increased if the annuitant 
had been receiving an OASDHI benefit based OIL 

an average monthly wage equal to his average 
monthly compensation (for survivors, the average 
monthly wage is actually used). The minimum 
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Principal provisions of the Railroad Retirement Act, 1968 

Initial quali5catlons for beneAts : 
Minimum of 10 years of railrond service required to qualify 

for all bene5ts under the Railroad Retirement Act except 
re8ldual death payment (see item A(8)). Persons with 
less than 10 years of service are transferred to OASDHI 
system. 

A. Brneflts payable to- 

(1) Age annuitant : 
(a) Aged 62 or over, with annuity reduced l/180 for each 

month under age 65 at time of retirement; or aged 
60 or uver if at least 30 years of service, with annuity 
for men reduced l/180 for each month under age 65 
at time of retirement. 

(b) Receipt of retirement annuity based on at least 10 
years of 8ervice before 1948. 

(4) Partially insured status : 
Current connection, and 6 quarters of coverage in year 

of death or retirement and 3 preceding years, or 
currently insured under OASDHI. 

(5) Transfer of credits to OASDHI system: 
If not insured as in items (3) and (4). railroad compen- 

sation used in determining survivor beneflts under 
0.4SDHI. 

C. Amount of retirement bene5tx 

(b) Supplemental annuity payable to annuitants aged 65 
or over, if current connection and at leavt 25 year8 
of service, and regular annuity awarded after June 
1966. 

(1) Tears of service : 

(2) Disability annultant: 
Unable to engage in any regular employment or unable to 

engage in usual occupation if having current connection 
with railroad industry when disabled and either having 
20 years or more of service or aged 60 or over. 

(3) Spouse of annultant aged 65 or over: 
Aged 62 or over, with annuity reduced l/180 for each 

month under age 65, or at any age with child in care 
(other than student aged 18-21) If child would qualify 
for survivor beneAt on death of annultant. 

(4) Widow : 
(R) Aged 60 or over, or 
(b) At any age with child in care (other than student 

aged 18-21) if child quall5es for survivor benefit, or 
(c) Aged 50-59 if disabled, with annuity reduced 3/10 of 

1 percent for each month under age 60. Dependent 
widower aged 60 or over, or aged 50-59, with same 
disability provision8 as for widow. 

(5) Child of deeea8ed individual: 
Under age 18, or under age 22 if a full-time student, or 

aged 18 or over with a disability that began before 
age 18. 

(6) Dependent parent : 

All service after 1936 plus (for those in “employment 
relation” on Aug. 29, 1935) service before 1937 that 
bring8 the total to not more than 30 years. 

(2) Average monthly compensation : 
Average of creditable compensation paid in period of 

8ervlce counted ; maximum monthly amount credltable- 
$300 before July 1954, $350 for July 1954-May 1959. 
$400 for June 1959-October 1963, $450 for November 
1963-December 1965. $550 for January 1966-Decem- 
her 1967, and $650 after 1967. 

(3) Monthly benefits amount : 
(a) Regular annuity: (1) 3.58 percent of first $50 of 

monthly compensation, plus 2.69 percent of next $100 
plus 1.79 percent of next $500, all multiplied by years 

of uervice, and (ii) amount computed in (1) increased 
by 110 percent of the Increase in OASDHI bene5ts 

provided by the Social Security Amendments of 1967 
for average monthly earnings approximating average 
monthly compensation. with the increase 8ubject to 
offset if aunuitant receives OASDHI bene5t or supple- 
mental annuity. 

(b) Supplemental annuity (see item A(1) (b)) : $45 plus 
$5 for each year of service after 25, with maximum 
of $70. 

Aged 60 or over, and no 8urvlvlng spouse or child who 
could ever receive monthly heneiIt8. 

(7) Lump-sum death payment: 
Generally for deaths when no monthly beneAt are lm- 

mediately payable. 

(4) Minimum benefit amount : 
(a) If current connection at retirement, amount deter- 

mined under item (3) (a) shall not be less than the 
least of $89.35, or $5.35 times year* of service. or 
118 percent of average compensation. 

(b) OASDHI m1nlmum guarantee (see item G(8)). 

D. Basic amount for survivor benefit 

(S) Residual death payment: 
Payable after all henetit rights, including those of sur- 

VlVOM, have terminated-to 888111‘8 total payment 
approximating employee contributions paid. Suitable 
modl5catlon for thoee with less than 10 years of service. 

B. Insured status for survivor benefits 

(1) Quarter of coverage : 
(a) Compensation quarter of coverage is in effect a 

calendar quarter to which at least $50 of railroad 
compensation is credited. 

(b) Wage quarter of coverage 18 a quarter of coverage 
creditable under OBSHDI; in general, a calendar 
quarter in which at least $00 of wages was paid. 

(2) Current connection : 

(1) -4verage monthly remuneration : 
Based on railroad compensation and earnings under Social 

Security Act from 1937 to year employee attained age 
65 and was completely insured, or year of death (or 
succeeding year), divided by elapsed period (omitting 
periods during which a retirement annuity was payable). 
Maximum combined earnings are $3,600 a year through 
1954, $4,200 for 1955-58, $4300 for 1959-65, $6,600 
for 1966-67, and $7,800 thereafter. (Compensation 
alone is creditable to a maximum of $3,900 in 1954, 
$4,550 in 1959, $4,900 in 1963, and $5,400 in 1964-65.) 

(2) Basic amount : 

In general, exists at time of retirement or death if worker 
had 12 months’ railroad service in preceding 30 montha. 

(3) Completely insured etatus : 
(a) Current connection, and (1) 1 quarter of coverage for 

each 2 quarters after 1936 (or after age 21 if later) 
and before age 65 (or death or retirement if earlier), 
with minimum of 6 quarters of coverage; or (ii) 40 
quarters of coverage; or (iii) fully insured, on ha818 
of combined earnings, under Social Security Act; or 

52.4 percent of first $75 of average monthly remuneration 
plus 12.8 percent of remainder, increased by 1 percent 
for (a) each year after 1950 with $200 or more of 
remuneration, and (h) for a number of years before 
1951 determined by regulation. Jllnlmum basic amount 
18 $18.14. 

(3) Maximum family benetits: 
$207.15 or 2-2/3 times basic amount, whichever la leas, 

but not less than $38.84 or OASDHI minimum guaran- 
tee (a8 much a8 $478.00 beginning in 1969). 

(4) Minimum family benefits: 
$13.14 or OASDHI minimum guarantee ($60.50). 
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Principal provisions of the Railroad Retirement Act, 196Wontinued 

E. Amounts of dependent and survivor benefits 

(1) Spouse : 
50 percent of retirement or disability annuity (before any 

reduction for retirement before age 65 or joint-and- 
survivor option election). Maximum is 110 percent of 
the maximum wife’s benefit under OASDHI ($115.50 
beginning in 1970). 

(2) Widow or widower: 
100 percent of basic amount. Not less than spouse’s 

annuity received immrdiately before widow’s annuity 
is payable. 

(3) Child of deceased worker : 
2/3 of basic amount. 

(4) Dependent parent : 
2/3 of basic amount. 

(5) Lump-sum death payment: 
10 times basic amount. 

(6) Residual death payment: 
Specified percentages of compensation less benefits paid. 

F. Health benefits 

(1) Inpatient hospital care, posthospital extended care, and 
posthospital home health services provided under 
OASDHI. 

(2) Hospital and related benefits provided in Canadian 
hospitals. 

(3) Supplementary medical benefits provided under OASDHI 
program, with premium deducted from annuity. 

G. Miscellaneous benefit provisions 

(1) Employment permitted retired workers and spouses : None 
for any rullroad or for last employer before retirement. 
No other restriction except where minimum guarantee 
applies (and then only with respect to additional 
amount payable). 

(2) Employment permitted disability annuitants : None for 
any railroad or for last employer. Earnings of $2,400 
a year in wages and self-employment permitted while 
under age 65; 1 month’s benefits withheld for every 
$200 of annual earnings In excess of $2.400 but no 
reduction fo rmonths with earnings of $200 or less. 
After age 65 same as item (1). 

(3) Employment permitted survivor beuefldarles: None for 
any railroad. Otherwise to the same extent as for 
OASDHI beneficiaries (full beneflts if earnings from 
wages and self-employment are $1,680 or less a year, 
but in any event for months with $140 or less of 
wages and no substantial services in self-employment) ; 
this test also applicable to work activities outside the 
United States. 

(4) Effect of rallroad work on OASDHI cash benrflts: 
Railroad earnings counted in determiniug if benefits are 

payable. 

(5) 1)upllcatlon of benellts under railroad system : 
Survivor beneflclary may concurrently receive retirement 

annuity. Increase granted under 196s amendments sub- 
ject to reduction for receipt of supplemental annuity. 

(6) Duplication of retirement and spouse’s annuity with 
OASDHI beneiits : 
Allowed, with increase under 1966 and 1968 acts reduced 

by increases uuder the Social Security Amendments of 
1965 and 1967. 

(7) Ih~plication of survivor benefits with OASDHI benetits: 
Allowed (except benellts not payable under both systems 

on basis of same wage record). 

(8) OASDHI minimum guarantee : 
Retirement or survivor benefits will not be less than 110 

percent of the total amount (or the additional amount 
plus 10 percent of the total amount) that would be 
payable by OASDHI system if railroad service were 
covered employment under that system. 

(9) Credit for military service: 
Imputed compensation of $160 a month before 1968 and 

$260 thereafter during war service if in railroad em- 
ployment in year of entry into military service or in 
preceding year. Provisions against using same service 
under more than one Federal system. 

(10) Time within which benefits must he claimed: 
Lump-sum death payment within 2 years. No limit for 
residual death payment. Monthly benefits retroactive for 
12 months. 

H. Financing 

(1) Tax rates : 
Combined rates, shared equally by employer and employee, 

paid on maximum compensation of $650 a month (after 
1967) : 1968-17.8 percent, 1969-70-19.1 percent, 
1971-72-19.9 percent, 1973-75-20.8 percent, 1976- 
79-20.9 percent, 1980-86-21.1 percent, 1987 and 
after-21.3 percent. 

(2) Government contribution for military service : 
Actuarially determined cost of addttlonal benefits for 

military service before 1937 and after June 1963, plus 
for the latter an allowance for administrative expenses 
and for interest on unfunded accrued Liability. Regular 
employer-employee taxes on creditable military service 
based on imputed earnings of $160 a month for 
January 1937-June 1963. 

(3) Interest rate on Lnvestments: 
Equal to average market yield borne by all marketable 

interest-bearing obligations not due or callable for 
3 years from date of Investment, rounded to the nearest 
l/8 percent, with a minimum rate of 3 percent. 

(4) Flnanclal interchange : 
OASDHI trust funds to be put in same position in which 

they would have been if railroad service after 1936 
had been Included as covered employment under the 
Social Security Acl. 

increases are about $10 for railroad employees 
and about $5 for spouses and survivors. In addi- 
tion, the 7-percent increase granted in the 1966 
amendments to the Railroad Retirement Act was 
extended to average mont,hly compensation above 
$450 by raising the last factor in the previous 
formula by 7 percent. All these increases are 
subject to offsets for dual benefits, discussed later 
in this article. 

BENEFITS FOR DISABLED WIDOWS 

Under a new provision, similar to one included 
in the social security amendment,s, benefits are 
paid to disabled widows and dependent widowers 
between age 50 and age 60, with a permanent 
reduction of 3/10 of 1 percent for each month 
under age 60 for which the benefit is payable, or 
somewhat less than the OASDHI reduction of 
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43/1ss of 1 percent for each month under age 60 
plus 36 of 1 percent for each month between ages 
60 and 62. If the annuity is not paid for some 
months under age 60, the amount is adjusted 
when age 60 is reached by omitting those months 
from the reduction period. The widow or de- 
pendent widower must become disabled before 
age 60 and no later than 84 months after the 
employee’s death, or, for a widow within 84 
months after she ceases to have an entitled child 
in her care, other than a student. This program 
is similar to the other disability programs under 
the Railroad Retirement Act in that there is no 
waiting period. 

CHANGE IN DISABMTY EARNINGS TEST 

The new amendments have considerably liber- 
alized the provisions relat,ed to the earnings of 
disabilit,y annuitants. Under previous law a dis- 
abled railroad employee could earn $1,200 a year 
without losing any of his annuity and would not 
lose his annuity for any month in which he earned 
$100 or less. For earnings above $1;200 he lost 
his annuity for as many months as there were 
units of $100 above $1,200 (with any amount 
above the last full $100 counted as $100 if it was 
$50 or more). 

TTnder the new law the annual earnings limit 
has been increased to $d,400 and the correspond- 
ing monthly limit to $200. For earnings of more 
than $2,400 the annuity is not payable for the 
number of months equaling the number of $200 
units above the annual limit, with the amount 
exceeding the last $200 unit counted as a $200 
unit if it is $100 or more. The annuity is not with- 
held, however, for any months in whkh the earn- 
ings are $200 or less. 

OTHER CHANGES 

Monthly credits for creditable military service 
after 1967 were increased from $160 to $260 fat 
employees under the railroad ret.irement, system. 
linder OASI)lII, $100 of noncontributory wage 
credit is generally given, in addition to contribu- 
tory credit. ilnotller change will allow the pay- 
ment of benefits in certain cases where a mar- 

riage has been found not, to be valid ; this provi- 
sion has been part of the Social Securky Act 
since 1960. The change eliminates an inequity 
with respect to railroad employees who also had 
wage credits under the OAYDHI system but 
whose benefits would be paid by t.he railroad 
retirement system. I’nder the old law, benefits 
might have been reduced, or might not have been 
payable at. all, to their dependents or survivors. 

OFFSET FOR DUAL BENEFITS 

The increases in railroad annuities provided 
by the 1968 amendments are not related to a flat 
percentage of the previous annuity amounts ex- 
cept, for the extension of the ‘I-percent increase 
under the 1966 amendments. Table 1 illustrates 
how the increases in railroad ret,irement annuities 
were computed. The actual increases are found 
in the fourth column and are computed by sub- 
tracting the second column from the third and 
increasing the tlitference by 10 percent. The 
entries corresponding to earnings above $550 
were computed by assuming that the previous 
OASDHI benefit formula could have been ap- 
plied to a maximum average monthly wage of 
$650, rather than tile maximum of $550 actually 
provided. 

The increases sl~~wn in table 1 apply to those 
xnnuitnnts who receive only a regular railroad 
retirement annuity, but, many annuitants also re- 
ceive a sul~plen~ental annuity or an O14SDHI 
benetit or both. 

‘~.LBLE l.<omputstiou of increases in railroad retirement 
annuities 

19ti5 

61no.. ..___.____......_.--.-.-- - $63.20 
$lUl-15U _______........._.__ .... 78.2U 
$151.ZUU. .__. ... _ ............. _. x9.w) 
$201-254 ... ___. ... _. ._ __. _. .._. 101.70 
X251~3MI .......... _ ... ._. ....... 112.40 
$301-350 .......... _.___ ......... 124.M 
9851-400 ........ .._..........._. 135.9U 
$401-450 ........ ..____ .......... 146.00 
94SlMUU.. ....... .._ ............ 157.Nl 
$.w1-ssn .............. _ ......... IW.lIO 
$55lHNU.. .... . ... ._ ............ t liX.iO 
8tinl or mow.. .................. 1 lh9.40 

1967 
-_---- 

%:E 
III1 .BO 
115.UiJ 
127.10 
140.40 
153.60 
165.00 
177.60 
IH9.90 
204 .uu 
2IX.uo 

110 perceut 
of PIA 
1ncrw1se 

$9.13 
11.22 
12.87 
14.63 
16.17 
17.82 
19.47 
20.00 
22.55 
24.09 
27.u3 
31.46 
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The supplemental annuity program, initiated 
by the 1966 railroad retirement amendmenk, be- 
came effective in November 1966 for those annuit- 
ants aged 65 and over whose regular annuities 
were awarded after June 30, 1966, and who had 
a current connection with the railroad industry 
(12 months of railroad service in the preceding 
30 months) and 25 or more years of railroad 
service. The amount of the annuity is $45 plus $5 
for each year of service over 25, with a maximum 
of $70. The program, which is to expire on Octo- 
ber 31, 1971, is financed by a tax of 2 cents per 
man-hour on employers. This financing appears 
to be insufficient at the present time, and the 
ammities may therefore be reduced in the last 
year of the program. For those annuitant,s who 
receive a pension under a private railroad plan, 
financed at least in part by employer cont’ribu- 
tions, the amount of the supplemental annuity is 
reduced by the amount of the pension attribut- 
able to the employer’s contributions. If such a 
reduced supplemental annuity is less than the 
‘i-percent increase granted under the 1966 rail- 
road retirement amendments, the employee will 
receive at least the amount of that increase. 

Those annuitants ~110 receive either a supple- 
mental annuity or an OASDHI benefit, or both, 
may not receive the full increase in their regular 
annuities because of provisions for offsets in 
these increases. Under the previous law, an 
annuitant who was awarded a supplemental 
annuity would not receive the ‘7-percent increase 
in his regular annuity. Under the 1968 act, his 
increase as given in table 1 will be reduced by 
either 6.55 percent of his regular annuity before 
the increase (an amount approximately equal 
to the 7-percent increase under the 1966 amend- 
ments) or by the amount of his supplemental an- 
nuity, whichever is less. However, if a retired 
railrotLd employee is estitled to an annuity based 
on average monthly compensation exceeding $450 
and is also entitled to a supplemental annuity, 
his increase is reduced by 6.55 percent of the 
amount based on compensation of $450. An an- 
nuitant who is entitled to an OASDHI benefit 
but not a supplemental annuity will have his 
increase reduced by 17.3 percent of his OASDHI 
benefit, an amount approximately equal to the 
sum of the ‘I-percent increase under the Social 
Security Amendments of 1965 and the 13-percent 
increase under the 1967 amendments. There is, 

8ULlElIN, JUNE 1968 

however, a minimum increase of $10 less 5.8 per- 
cent of the OASDHI benefit. 

To illustrate the operation of this provision, 
consider the case of a person who was receiving 
an OASDHI benefit of $100 before the 1965 
social security amendments. Such an individual 
would have received $107 after those amendments 
and $121 after t,he 1967 amendments. The $21 
increase since t,he 1965 amendments is approxi- 
mately 17.3 percent of the present’benefit of $121. 
If an annuitant is receiving a supplemental an- 
nuity and an OASDHI benefit, the reduction in 
his increase would be the reduction for a supple- 
mental annuity given above, plus 11.5 percent of 
his OASDHI benefit, an amount approximately 
equal to the 13-percent increases provided in the 
1967 social security amendments. The minimum 
increase of $10 may be reduced by 6.55 percent of 
the regular annuity if there is a supplemental an- 
nuity, or 5.8 percent of the social security benefit 
if there is no supplemental annuity. 

Table 2 illustrates the computation of annuities 

TABLE 2.-Illustrative examples of increase in railroad 
retirement annuities under the 1968 amendments 

Item 

1. Basic facts: 
a. Average monthly compensation..-- 
b. Supplemental annuity ____._.______ 
c. OASDHlbenefitunder 1965amend- 

merits---..--..----..-------------- 
d. OASDHI benefit under 1967 amend- 

ments __________ -.- ..______ -_ .____ 

2. Computations under IRW before 1963 
amendments: 

a. Annuity with 7-percent increase of 
1966 atiendmenis .__________ _ _____ 

b. Annuity without l-percent increase 
of 1866 amendments. _ _....._ --___ 

c. Offset for supplemental annuity (2a 
rninus2b)-...-.-----------.---.-. 

d. Offset for OASDHI benefit (6.55 
percent of lc)..-- _________________ 

e. Annuity payable (29 minus Be and 
2d, but not less than 2b) __________ 

3. Computations under present law: 
a. Regular amount- _._._...__________ 
b. Scheduled increase... ___.___.. .____ 
c. Offset for supplemental annuity 

(6.55 percent 013e). ..__________._. 
d. Offset for OASDHI benefit (17.3 

percent of Id if no supplenwntal 
annuity; 11.5 percent of Id if sup- 
plemental annuity) __________ --.-_ 

e. Tentative addition to annuity be 
fore application of minimum (3b 
reduced-but not below zero-by 
3c and 3d) . . ..______________ -- .___ 

f. Offset against mlnimum addition 
(3c if supplemental annuity or 5.3 
percent of Id iI no supplemental 
annuity) _ _ _ _-____..... -.-______ 

g. Minimum addition to regular 
amount ($10 reduced-but not 
below zero-by 31) __________ -___-_ 

h. Annuity payable (3a plus larger 01 
3eor3g)...---_-----_-----.------- 

4. Increase due to 199S amendments (3h 
rninus20)....--.--..-.-.------------ 

- 

-. 

.I 

. 

_ 

. 

_ 

_ 

- 

Case 1 

b290.00 
_ _ _ _ _ _ 

209.58 

195.69 

- 

( 

u 

_. 

_. 

. 

_. 

_ _. _ _ _ 

_ _ _ _ _ _ 

200.58 

D6.43 

ml.74 

15.69 

209.58 
16.17 

i36.43 
17.32 

15.49 

16.17 

.-___-_. 

10.00 .___-- 

225.75 138.76 

16.17 18.02 

- 

:aso2 Case 3 

5355.00 
.---___ 

100.6a 

113.70 

162.99 

152.17 

.--____ 

6.59 

156.40 

162.90 
19.47 

- - - _ _ _ 

6.5g 

he4 

"%i 

91.00 

102.99 

228.38 

213.23 

15.15 

5.97 

213.23 

?E 
14.96 

11.33 

.-___-- 

14.96 

228.33 

16.15 
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including the offsets in the additions (shown in 
table 1) because of receipt of other benefits. Case 
1 receives only a railroad retirement annuity and 
therefore received a 7-percent increase under the 
1966 amendmen&, the same amount as the regu- 
larly computed annuity under the 1968 amend- 
ment,s. The scheduled increase of $16.17 is not 
subject to reduction. 

TABLE 3.-Combined employer-employee tax ratea 

~Percent] 

Social Security Act 

Period 

Case 2 receives both a regular and a supple- 
metal annuity and thus received no increase under 
the 1966 amendments. His regular annuity under 
the 1968 amendments reflects the “i-percent in- 
crease of the 1966 amendments, but the scheduled 
increase of $17.82 is offset for the supplemental 
annuity. He thus receives only $2.33 more than 
1968 computed annuity, in addition to $15.69 rep- 
resenting the previously withheld ‘I-percent in- 
crease of the 1966 amendments. 

1968. .._______. 
196s70 _______ 
1971-72...-..-- 
1973-75....-m-. 
lY7&79....~... 
1Y80-66 . . .._.._ 
1987 and after. 

I I I I I 

’ Included in total for both programs. 

1968, decrease by 0.2 percent for 1969-70, and 
then increase by 0.6 percent for 1971-72 and by 
0.5 percent for 1973 and after, as shown in table 3. 

Case 3 receives a railroad annuity and a social 
security benefit and so had some increase under 
the 1966 law. The scheduled addition of $19.47 is 
eliminated by the social security offset, but $3.41 
of the “minimum” addition of $10 is preserved ; 
in addition, he receives the $6.59 offset under the 
1966 law. 

Case 4 receives both a regular and supplemental 
annuity and a social security benefit. Under the 
1966 amendments he received no increase. The 
‘i-percent increase of those amendments is now 
payable under the 19ti8 amendments, since the 
scheduled addition to the computed annuity was 
eliminated by the offsets for the supplemental 
annuity and the social security benefit. 

The operation of the OASDHI financial inter- 
change provision is another source of substan- 
tial income to the railroad retirement program. 
Under this provision, the old-age and survivors 
insurance, the disability insurance. and the hos- 
pital insurance trust. funds are placed in the same 
position in which they would have been if rail- 
road service had always been included in the 
definition of employment under the Social Secur- 
it,y Act. For the past few years. the railroad re- 
tirement system has received substantial reim- 
bursements from the social security t,rust funds. 
This trend will continue for several years. but a 
point will be reached when t,he flow of reimburse- 
mer1t.s will be reversed. 

I3efore the Social Security Amendments of 
1967, the actuarial deficit of the railroad retire- 

FINANCIAL AND ACTUARIAL ASPECTS 

The increases in annuities and other liberaliza- 
tions of the railroad retirement program are 
being partially financed by the higher earnings 
base rather than by increases in tax rates. The 
gain from this source occurs in early years be- 
cause the amount, on which taxes are paid is in- 
creased while the amounts on which annuities for 
present beneficiaries are based remain the same. 
The excess will decrease over a period of years, 
however, as annuit.ies based on higher amounts of 
compensation become payable. The combined 
employer-employee tax rates are changed by the 
same number of percentage points as the changes 
in OASDHI tax rates. They remain t,he same for 

TABLE 4.-Illwtrative monthly retirement annuities 1 under 
the Railroad Retirement Act, as amended in 1968 

Under milro!d formuln, by 
Average monthly 

’ I 

years 01 scrvlce 
cmnpensntion -- 

30 

- 
I --- 

20 
:i: 
:z 
160 
179 

E 
237 
257 
279 
366 

Under 
nintmum 
usrnntce ’ 

40 
-- -- 

$104 
146 
174 

E 
260 

E 
345 
373 
404 
434 

$135 

iii 
265 

E 
378 
415 
452 
490 

% 

- I 
g 

- 

- 

$79 

IG 
127 
140 

::: 
182 
19.5 

Eli 
240 

’ For m individual not entltled to m OASDHI benetlt or to B supple- 
mental annuity. 

* Avera e monthly wage under OASDHI assumed to be the some BS over- 
age mont il y compensation sbown. 
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ment account. as estimated by the Railroad Re- 
tirement Board, was $43 million a year .on a level 
basis or 0.94 percent of taxable railroad payroll. 
Those amendments, which automatically in- 
creased the railroad earnings base from $550 t,o 
$650 a month, have created a slight actuarial sur- 
plus of $4 million a year 0F 0.08 percent of tax- 
able payroll. However, the 1968 railroad retire- 
ment amendments, which have provided increased 
benefits with no corresponding increase in taxes, 
have brought about an actuarial deficit of $58 
million a year or 1.16 percent of taxable payroll. 

TABLE 5.-Illustrative monthly widow’s annuities under the 
railroad formula 1 

I Years of service * 
Average monthly remuneration ~-- 

10 20 
___ .- -_- 

30 40 
--___ 

$63 
73 7; 

ii E 

102 112 :x 
121 129 
131 140 

140 150 :lt 
161 172 
173 134 

1 For B widow not receivln~ m OASDHI benefit. 
2 Assumed to be after 1936 with earnings of at least $200 for each year of 

service. 

ILLUStRATlVE ANNUITIES 

Spouse annuities are generally equal to one-half 
the corresponding retirement annuity but subject 
to a maximum of 110 percent of the maximum 
wife’s benefit currently payable under OASDHI. 
In the past, the OASDHI wife’s benefit has 
always been equal to half the corresponding pri- 
mary insurance amount. Under the 1967 amend- 
ments, however, the PIA for the maximum 
average monthly wage of $650 is $218, but the 
corresponding wife’s benefit is only $105. The 
maximum spouse annuity under the railroad pro- 
gram was increased from $92.40 to $104.50 in 1968 
and will be increased to $112.20 in 1969 and to 
!$115.50 in 1970. 

Table 4 contains illustrative railroad retire- Table 5 shows widow’s annuities under the rail- 
ment annuities for employees not entitled to a road formula, and various survivor annuities 
social security benefit or to a supplemental annu- based on the minimum guarantee are presented in 
ity. Some of the amounts (based on the higher table 6. It will be noted that, for a widow, the 
compensation) will be possible only in future minimum guarantee produces a larger amount in 
years. In 1968, the maximum regular employee every case except that for 40 years of service and 
annuity will be $282.05. It will grow to $308.75 $100 average monthly remuneration. 

TABLE 6.-Illustrative monthly railroad survivor annuities 
under the minimum guarantee 1 

1 Wldowed mother and- 
Average monthly 

‘xm1ngs 

I I 

’ For BII individual not entitled to m OASDHI benefit. 

in 1970, to $377.15 in 1975, and to higher amounts 
thereafter. 
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