
TABLE 2 -Mmmum and maximum monthly old-age bene- 
fits paysble to m&v~duals who r&red at age 65, 1940-77 

rate mcreased by the percentage 1‘111s~ m cash 
benefits ) 

Under tlus prov~on, It was determined m 
December 1975 that the monthly premmm amount 
should be mcreased from $670 per month to 
$720 per month effective July 1, 1976, on the 
baa of the 8 O-percent benefit Increase The next 
determmat~on, w&h ~111 take place m December 
1976, ~11 be subject to the 64-percent lmut on 
the mcrease Thus, the S&II monthly premium 
rate cannot be increased to more than $7.70 as 
of July 1,1977 

Supplemlztd security income -The 6 4-per- 
cent automatic mcrease tn OASDHI benefits also 
affects the Federal guaranteed level of mcome 
under the supplemental security mcome (SSI) 
program Under Pubhc Lam 93-3GS (enacted 
August 7, 1974) the assured level of annual 
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mome under the Federal program 1s to be raised 
by the same percentage as the OASDHI benefit 
mcrease and rounded to the next lugher multiple 
of $120 Tlus Increase IS to be effectwe for the 
first month after the month for whxh the 
OASDHI Increase IS effective so that increases 
under both programs become payable m the 
same month. 

As the result of the 64-percent increase, the 
Fedehal SSI benefit levels of $1,89240 per year 
(515’770 per month) for an mdwdual and 
$2,839 20 per year ($23660 per month) for & 
couple were mcreased to the followmg figures, 
begmnmg July 1, 1976’ 

In own home _________ $2.01360 $167 80 
couple living in 

OR” home ____________ 3,021BO 25130 

’ For ,“d,v,dua,s and eou~les ,,v,“g in another’s house- 
hold and receiving s”~~,,ort and maintennnce in LLnd, the 
benefit level is reduced by one third The increment pay- 
able on behalf Of an “essential person” also rises with 
the automatic Increase, since ft is based on the difference 
between the ama”“ts wyable to B” ,ndi\,d”nl and to a 
couple The sssured level of income under SSI for persons 
institutionalized under the Med,c,,id Ixogram Is “at 
affected by the automatic lncrense 

Cost-of-hying Increases for Raboad 
Retirement Benefits* 

Under the Railroad Retmement Act of 1974 a 
new system for railroad retirement benefits u~ls 
estabhshed The provlslons m tins lam were sum- 
marized m the Aprd 1975 Soczal Smmty Bul- 
l&n * This note describes more explutly the 
procedures estabhshed for granting cost-of-hvmg 
mcreases for regular retirement and dualxhty 

* PrepBred In I”ter,,rogram Studfes Branch. Division 
of Retirement and S”rvi>or Studies 

‘Alfred M Skolnlk, “Restr”ct”~l”&? the Railroad Re- 
tirement System,” Soczal Seeurzty LfvlletZn. April 1975 

n Supplementa* *“““itieS for long service railroad em- 
ployees are not sub,& to cost-of-living sdjustments 
Speeinl pro\ls,ons apply to nindfall beneflts. drflned 88 
that aart of dun, benefits payable under the rRilroad 
retirement and social security prowuns above the amonnt 
that would have been pnyable it n sbvde benedt had been 
cslculnted on the bads of camblned rallroad and “onrail- 
road 8ervLce Generally, w,ndfnll beneAts “re subject only 
to ~oclnl serurlty cost-of-living Lnrreases that take place 
before the be&n,“C date of the emrdoyee’s annuity Or. 
In the case of widows ““d w,dowers, that 0cc”r ,Ir,Or to 
the em~layee’s ““““lty beg,““,“% date “11 date of death, 
whichever occurs first 



annmtles for employees and their spouses * The 
adjustments ‘fall mto three categories Increases 
m the Tmr I benefit, mcreases m the Tmr II 
benefit for those on the rolls by June 1, 1980, 
and mcreases in the Tmr II benefit for those 
who come on the rolls after 1977 

The Tux I benefit IS essentially the amount 

computed under the old-age, survwors, and dw 
abdlty msurance formula of the Social Security 
Act, based on the etiploy$s combmed raIlroad 
and nomadroad servme, reduced by the amount 
of any monthly cash benefit payable under the 
socml security program It 1s thus sublect to the 
same cost-of-hwng (or general benefit) mcreases 
as soma security benefits , 

The Tmr II benefit constltut,es the staff or 

company pension part of the retmee’s benefits 
and IS computed on the basis of a formula apph- 
cable only to radroad serene The 1974 leglslatlon 

contains a schedule of cost-of-hvmg adjustments 
for specified components of l’uer II benefits for 
the &year period endmg January 1, 1981* 

For those on the rolls by June 1 of 1977,1978, 
1979, and 1980, the cost-of-hvmg mcrease on each 
June 1 of those years ~11 be computed as 32 5 

percent of the mcrease m the Consumer Pru 
Index (CPI) of th%Bureau of Labor Statmtlcs 
between the first calendar quarter of the pre- 
ceding year and that of the year of the mcrense 
(rounded to the nearest l/10 of 1 percent) ’ The 

mcrease will be determmed by clwdmg the aver- 
age of the CPI for January, February, and March 

of the latest year by the average of the CPI for 
January, February, and March of the earher year 
Unlike the automat% cost-of-hvmg mcrease pro- 
Ywons of the Soma Serurlty Act, the radroad 
ad@ment promdes for an mcrease m a partlco- 
lar year even If the mcreases m the CPI on which 
the adjustment 1s based are less than 3 percent- 

‘~d,ustments In T,er II beneAts do not pertain to the 

past service bonus (a bonus for se~lce before January 1, 
1075, for empkwees whose railroad employment continued 

past that date) In additmn, to prevent duplicate benefit 
increases, the portion of the Tier II annuity affected by 
increases in the tax base from 1976 to 1980 is excluded 
from the ealc”latlOnS 

‘For a year in which the CPI declines, the pre,*ous 

highest flrst quarter CPI (not earher than 19i’O) \1111 be 
used to determine the percentage inerease 

the mnumum needed to trigger an mcrease m 
socml security benefits x 

For annuitants on the rolls as of June 1, 1977, * 
the mitml adjustment ~11 take place June 1, 
1977, and will be based on the CPI mcreass from 
the first quarter of 1976 to the first quarter of 
1977 These retmees ~11 also be ehglble for the 
subsequent annual adlustments of June 1978, 
1979, and 1980 Workers who retme between 
June 2, 1977, and June 1, 1978, wdl%be ehglble 
for the three annual mcreases begmmng wth 
the June 1978 ndjustment Sumlarly, there ~111 
be tno annual ndlustments for those retwmg be- 
tween June 2, 1978, and June 1, 1979, and one 
adjustment for retrees between June 2,1979, and 
June 1, 1980 

For those who re& on January 1, 1978, or 
later, another type of cost-of-lwng adlustment 

: in Tver II benefits 1s provided Tlus adjustment 
~11 be a one-time mcrease m the mltlal retrement 
award It ~111 consist of 65 percent of the per- 
centage mcrease m the CPI from September 1976 
through Septembe,r of the year precedmg the year 
of retrement or September 1980, whwhever 1s 
earher The first ad@ment 13 to be effectwe 
January 1, 1978, on tho basu of the September 
1976-77 CPI we, for those retring between 
January 1, 1978, and January 1, 1979 For those 
Rho retire subsequently, a smnlar adlustment 1s 
available as of Janunv 1, 1979, 1980, or 1981 
(The last adlustment ~11 be effectwe January 1, 
1981, for those retrmg aft,er that date) 

An employee who rehres m March 1979, for 
example, ~11 have an mcrease m a portion of 
ins TM II benefits that ~11 be based on 65 
percent of the rw m the CPI between September 
1976 and September 1978 In ad&Ion to tlus one- 
time mcrense, he ~11 also recewe, as already 
dmzussed, two of the four recurrmg cost-of-living 

) mcreases, the first one of wlnch-effectwe June 1, 
1979--mill equal 32 5 percent of the mcrease m 
the CPI between the first quarter of 1978 and the 
first quarter of 1979 

The cost-of-hvmg adjustments chscussed above 
apply to the benefits payable to employees and 
spouses Smce survivor annmt~es also consist of 
Tmr I and Tw II benefits and the Tw II amount 
1s calculated as 30 percent of Tier I before any 
deduchons, theu Tw II benefit automatxally 
w,es whenever a cost-of-lwmg or other adlust- 
ment IS made m soma security benefits 


