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INTRODUCTION

The financial interchange between the railroad retirement and social security systems is intended to place
the Social Security Old-Age and Survivors Insurance (OASI) and Disability Insurance (DI) Trust Funds and
the Centers for Medicare and Medicaid Services Hospital Insurance (HI) Trust Fund in the same condition
they would have been had railroad employment been covered by the Social Security and Federal Insurance
Contributions Acts. Every year estimates are made of the additional benefits and administrative expenses
that would have been paid from the Trust Funds as well as the additional payroll taxes and income taxes
that would have been received by them, with allowances for interest.

This booklet documents the determination through fiscal year 2021. Included are the official determination
and certification documents and a summary of the results of the determination. Exhibit 1 provides details
on the benefit, administrative cost, income tax, and interest calculations for the determination. Exhibit 2
covers the payroll calculations.
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DETERMINATIONS PURSUANT TO SECTION 7(¢c)(2)
OF THE RAILROAD RETIREMENT ACT OF 1974, AS AMENDED

DETERMINATION PURSUANT TO SECTION 7(c)(2)
OF THE RAILROAD RETIREMENT ACT OF 1974, AS AMENDED

Pursuant to the provisions of section 7(c)(2) of the Railroad Retirement Act of 1974, as amended, the
Acting Commissioner of Social Security and the Railroad Retirement Board have determined that, as of the
close of the fiscal year ended September 30, 2021, the subtraction of $5,258 400,000 from the Federal Old-
Age and Survivors Insurance Trust Fund and $153_.900.000 from the Federal Disability Insurance Trust Fund
would place such Funds in the same position in which they would have been if service as an employee after
December 31, 1936, covered by said Railroad Retirement Act, had been mcluded 1n the term "employment”
as defined in the Social Secunty Act and in the Federal Insurance Contributions Act.

The amount of $5,258, 400,000 for the Federal Old-Age and Survivors Insurance Trust Fund is based
on expenditures of $7. 254 400,000 in benefit payments, $16,300,000 m administrative expenses._ less payroll
taxes of $1.801.100.000 and net income taxes of $283.000.000. plus net interest of $71,800_000. The amount
of $153.900.000 for the Federal Disability Insurance Trust Fund 1s based on expenditures of $426.900.000
i benefit payments, $2 500,000 in admimstrative expenses, less payroll taxes of $305.900,000 and net
meome taxes of $800,000, plus net interest of $31,200,000.

Tt 15 understood by the Acting Commissioner and the Board that the determination of the amounts
specified herein 1s made without prejudice to settlement of any unresolved questions between the Acting
Commissioner and the Board. relative to the provisions of section 7(c)(2) of the Railroad Retirement Act, in
making any subsequent determinations pursuant to such section.

IN WITNESS WHEREOF the Acting Commissioner of Social Security and the Railroad Retitement
Board, by 1ts Secretary to the Board, have hereunto set their respective hands and caused, respectively, the
seals of the Social Security Administration and the Railroad Retirement Board to be affixed.

Social Security Administration
By /o o Kjehey
Acting Commissioner of Social Security
05/27/22
Date signed

Applying my electronic signature here is the

Equivalent of my hand-written signature and

certification of the contents of the reports.
Railroad Retirement Board

STEPHANIE HILLYARD oo dme s st -niian

FOR THE BOARD
Secretary to the Board

May 9, 2022

Date signed

Applying my electronic signature here is the
Equivalent of my hand-written signature and
certification of the contents of the reports.



DETERMINATION PURSUANT TO SECTION T7(c)(2}
OF THE RAILROAD RETIREMENT ACT OF 1974, AS AMENDED

Pursuant to the provisions of section 7(c)(2) of the Railroad Retirement Act of 1974, as amended, the
Secretary of Health and Human Services and the Railroad Retirement Board have determined that, as of the
close of the fiscal year ended September 30, 2021, the addition of $510,300,000 to the Federal Hospital
Insurance Trust Fund would place such Fund in the same position in which it would have been if service as
an employee after December 31, 1936, covered by said Railroad Retirement Act, had been included in the
term "employment" as defined in the Social Security Act and in the Federal Insurance Contributions Act.

The amount of $510,300,000 for the Federal Hospital Insurance Trust Fund is based on payroll taxes
of $505,600,000 and net income taxes of 1,600,000, less administrative expenses of 1,900,000, plus net
interest of $5,000,000.

It is understood by the Secretary and the Board that the determination of the amounts specified herein
is made without prejudice to settlement of any unresolved questions between the Secretary and the Board,
relative to the provisions of section 7(c)(2) of the Railroad Retirement Act, in making any subsequent
determinations pursuant to such section.

IN WITNESS WHEREOF the Administrator of the Centers for Medicare & Medicaid Services, acting
herein by virtue of authority vested in her by the Secretary of Health and Human Services, and the Railroad
Retirement Board, by its Secretary to the Board, have hersunto set their respective hands and caused,
respectively, the seals of the Department of Health and Human Services and the Railroad Retirement Board

to be affixed.
Secretary of Health %ilu m%
By m -

Ad]njnjsm Centers for
Medicare icaid Services

51_5—;, A2~
Date si gl@

Applying my electronic signature here is the
Equivalent of my hand-written signature and
certification of the contents of the reports.

Railroad Retirement Board

STEPHANIE Dl sgeedo STIANE
B}" HILLYARD Diate: JOFL05.00 1 H-E300 50
FOR THE BOARD
Secretary to the Board
May &, 2022
Date signed

Applying my electronic signature here is the
Eguivalent of my hand-written signature and
certification of the contents of the reports.
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CERTIFICATIONS PURSUANT TO SECTION 7(c)(2)
OF THE RAILROAD RETIREMENT ACT OF 1974, AS AMENDED

CERTIFICATION PURSUANT TO SECTION 7(c)(2)
OF THE RAILROAD RETIREMENT ACT OF 1974. AS AMENDED

Pursuant to the provisions of section 7(c)(2) of the Railroad Retirement Act of 1974, as amended, the
Acting Commissioner of Social Security and the Railroad Retirement Board have determined that, as of the
close of the fiscal vear ended September 30, 2021, the amount of $5.258 400,000 1if subtracted from the
Federal Old-Age and Survivors Insurance Trust Fund, would place such Fund in the same position 1n which
it would have been 1f service as an employee after December 31, 1936, covered by said Railroad Retirement
Act, had been included in the term "employment” as defined in the Social Security Act and in the Federal
Insurance Contributions Act.

The amount of $5.258 400,000 for the Federal Old-Age and Survivors Insurance Trust Fund 1s based
on expenditures of $7.254.400,000 1n benefit payvments, $16.300,000 in adninistrative expenses, less payroll
taxes of $1.801.100.000 and net income taxes of $283_000,000. plus net interest of $71.800,000.

The Acting Comumissioner of Social Secunty hereby certifies to the Secretary of the Treasury, pursuant
to the provisions of such section 7(c)(2). the amount of $5.315.756.000 including interest of $57 356,000 for
the pertod October 1. 2021 to the date of certification, for transfer from the Federal Old-Age and Survivors
Insurance Trust Fund to the Social Security Equivalent Benefit Account.

Certified as of the 2nd day of June 2022

IN WITNESS WHEREOF the Acting Commussioner of Social Security has hereunto set her hand and
caused the seal of the Social Security Admimstration to be affixed.

Seocial Security Administration
T . -
ay Mo b Kjakey,
Acting Commussioner of Social Securty

05/27/22
Date signed

Applying my electronic signature here is the
Equivalent of my hand-written signature and
certification of the contents of the reports.



CERTIFICATION PURSUANT TO SECTION 7(c)(2)
OF THE RAILROAD RETIREMENT ACT OF 1974. AS AMENDED

Pursuant to the provisions of section 7(c)(2) of the Railroad Retirement Act of 1974, as amended, the
Acting Commuissioner of Social Security and the Railroad Retirement Board have determuned that, as of the
close of the fiscal vear ended September 30, 2021 _ the amount of $153 900,000, if subtracted from the Federal
Disability Insurance Trust Fund, would place such Fund in the same position in which 1t would have been if
service as an employee after December 31, 1936, covered by said Railroad Retitement Act. had been included
i the term "employment” as defined m the Social Security Act and in the Federal Insurance Contributions
Act.

The amount of $153,900,000 for the Federal Disability Insurance Trust Fund is based on expenditures

of 3426 900,000 in benefit payments, 52 500000 in admimstrative expenses, less payroll taxes of
$305.900,000 and net income taxes of $800,000, plus net interest of $31,200.000.

The Acting Commuissioner of Social Secunty hereby certifies to the Secretary of the Treasury. pursuant
to the provisions of such section 7(c)(2). the amount of $155.579.000, including interest of $1.679.000 for
the period October 1, 2021 to the date of certification. for transfer from the Federal Disability Insurance
Trust Fund to the Social Security Equivalent Benefit Account.

Certified as of the 2nd day of June 2022

IN WITNESS WHEREOF the Acting Commussioner of Social Security has hereunto set her hand and
caused the seal of the Social Security Administration to be affixed.

Social Security Administration

By A b Kjehsy

Acting Commussioner of Social Secunty

05/27/22
Date signed

Applying my electronic signature here is the
Equivalent of my hand-wrtten signature and
certification of the contents of the reports.



CERTIFICATION PURSUANT TO SECTION 7(c)(2)
OF THE RAILROAD FEETIREMENT ACT OF 1974, AS AMENDED

Pursuant to the provisions of section 7{c)(2) of the Railroad Retirement Act of 1974, as amended, the
Secretary of Health and Human Services and the Railroad Retirement Board have determined that, as of the
close of the fiscal year ended September 30, 2021, the amount of $510.300,000. if added to the Federal
Hospital Insurance Trust Fund, would place such Fund in the same position in which it would have been if
service as an employee after December 31, 1936, covered by said Railroad Retirement Act, had been included
in the term "employment” as defined in the Social Security Act and in the Federal Insurance Contribufions

Act.

The amount of $510,300,000 for the Federal Hospital Insurance Trust Fund is based on payroll taxes
of $505,600,000 and net income taxes of $1.600.000, less administrative expenses of $1,900,000, plus net
interest of $5,000,000.

The Railroad Fetirement Board hereby cerfifies fo the Secretary of the Treasury, pursuant fo the
provisions of such section 7(c)(2), the amount of $515,866,000, comprised of $505,300.000 in principal, net
interest of $5,000.000 through September 30, 2021, plus $5,566,000 in interest for the period October 1,
2021 to the date of certification, for transfer from the Social Security Equivalent Benefit Account to the
Federal Hospital Insurance Trust Fund.

Certified as of the 2nd day of Tune 2022,

IN WITNESS WHEREOT the Secretary to the Board of the Railroad Retirement Board, acting herein
by virtue of authority vested in her by the Railroad Retirement Board, has hereunto set her hand and caused
the seal of the Railroad Retirement Board to be affixed.

Railroad Retirement Board

by signaed by STEFHAME

Dty sig
STEPHANIE HILLYARD) HILLYARD )
Bj‘ Dtz 320509 113232 DF0F

FOR THE BOARD
Secretary to the Board
May @, 2022

Date signed

Applying my electronic signature here i3 the
Eguivalent of my hand-written signature and
certification of the contents of the reports.






RESULTS OF DETERMINATION THROUGH FISCAL YEAR 2021

RRB-SSA-CMS Financial Interchange
Results of Determination through Fiscal Year 2021

As of September 30, 2021, the Social Security Equivalent Benefit Account (Account) was due $5,258.4 million
from the OASI Trust Fund and $153.9 million from the DI Trust Fund; $510.3 million was due from the
Account to the HI Trust Fund. With the inclusion of interest to June 2, 2022, the anticipated date of transfer,
the amounts to be transferred are $5,315,756,000 from the OASI Trust Fund, $155,579,000 from the DI Trust
Fund and $515,866,000 to the HI Trust Fund. This will result in a net transfer of $4,955,469,000 to the
Account.

The results of the calculations, including adjustments, for fiscal year 2021 are shown below, separately for
each of the trust funds:

OASI Trust Fund Amount
(millions)
Amount due to Social Security Equivalent Benefit Account:

September 30, 2020.........cuiiuiiiieriieieeeete ettt ettt ettt ettt et ettt ere et e et e et et et et e eneas $4,732.9
Plus:  Benefit PAYMENLS.......ccoierieiieeieeie ettt ereeieesieestaessaesebeenbeesseeseenenes 7,254.4
AdMINIStratiVe EXPEIISES ...eevvvrrreeieerieeriierierreereeseesseesseessaessessseesseesseesseessennns 16.3

IIEETESE ..ttt et ettt sttt 131.4

Less: Payroll taxes at OASI rates on railroad payroll...........ccccoevievieniiincincieeeeeen, 1,801.1
Income taxes (after Treasury reconciliation)............ccceevveevreeneenienresneecreenneenen. 283.0

Transferred to Social Security Equivalent Benefit
Account on June 2, 2021 (principal of $4,732.9

million plus interest of $59.6 MIllion)........ccoccveceeririecinieieeeeeee e 4,792.5

Amount due to Social Security Equivalent Benefit Account:
SeptembEr 30, 2021 ...c..iiuiiiiiieieieeteie ettt ettt ettt et r e esa et e eaeesaeereereebeeneenes $5,258.4
June 2, 2022 (including interest at 1.625 PEICENt) ........ccvevveeveeieerieerieereeereeereereeseeneas $5,315.8

DI Trust Fund

Amount due to Social Security Equivalent Benefit Account:
September 30, 2020......cc.icieriiirieierieeieie sttt ettt ettt a et ra e b e re et e beeraeseereensers $105.8
Plus:  Benefit PAYMENLS.......ccoierierieeieeie ettt ettt teesteestaesnaesebeenseenseesseennees 426.9
AdMINIStratiVe EXPEIISES ..vvevevrrrreeieerieerieeriesteereesseesseesseesseesseesseesseessesssesssennns 2.5
IIEETESE .ttt ettt et 32,5
Less: Payroll taxes at DI rates on railroad payroll............ccccoevvevienienienceeieieeeeen, 305.9
Income taxes (after Treasury reconcCiliation).........ccoceeeeveererrienenieneneenieneneene 0.8

Transferred to Social Security Equivalent Benefit
Account on June 2, 2021 (principal of $105.8
million plus interest of $1.3 MIllION).......ccevevieriiieiriririreeeeeeeene 107.1

Amount due to Social Security Equivalent Benefit Account:
September 30, 2021 ......cuviuiiieiieieiesteeee ettt aen $153.9
June 2, 2022 (including interest at 1.625 PEICENt) ........ccvvevverreeiieerieerieeriesreereereereennes $155.6



HI Trust Fund Amount
(millions)
Amount due to HI Trust Fund:

September 30, 2020......c.iiieiierieeeeteete ettt et ettt e e e te et e te e ereereeneeas $561.1
Plus:  Payroll taxes at HI rates on railroad payroll..........c.ccceveeviieniiencinecieieeeeee, 505.6
Income taxes (after Treasury reconciliation)............ccceeveeveeneeeieecieeereenreesieennnn. 1.6

INEETESE ...ttt 12.1

Less:  AdMINIStrative EXPEISES ...eevurervrerreereereesreesreeieesseesseesseesseesseesssessessesssesssesssees 1.9

Transferred to HI Trust Fund on June 2, 2021
(principal of $561.1 million plus interest

OF $7.1 MIITION). ...ttt 568.2

Amount due to HI Trust Fund:
SeptemMbEr 30, 2021 ......iciiiiiieierieeieie ettt ettt et e te ettt eea b e st enbeete et e beeneenes $510.3
June 2, 2022 (including interest at 1.625 PEICENt) .......cccvevveeveerieeriierieereereereereeeeeens $515.9

The net payment of $4,955.5 million due the Social Security Equivalent Benefit Account is $624.0 million
more than the previous determination. This increase consists of the following changes: an increase of $14.2
million in benefit payments, decreases of $169.8 million in payroll tax revenues and $1.4 million in income
tax revenues, as well as increases of $0.8 million in administrative expenses and $33.7 million in total interest,
and not including a pre-1957 military service adjustment of $404.1 million that was in the 69" determination.

Presented below is a more detailed comparison between the current and prior determinations.

Pre-1957 Social Security Military Service

The primary reason for the increase in the transfer amount is the absence of an adjustment for pre-1957 military
service credited to Social Security beneficiaries. In the 69 determination, a $409.4 million credit to the OASI
Trust Fund and a $5.3 million charge to the DI Trust Fund were reflected in the June 2021 transfer amount,
resulting in a $404.1 million offset in funds to the SSEB Account. No pre-1957 military service adjustment is
included in the 70™ determination.

Benefit Amounts

Overall, the additional social security benefits that would have been payable if railroads had been covered by
the Social Security Act increased by 0.2 percent, or $14.2 million, to $7,681.3 million from the previous
determination amount of $7,667.1 million. Even with a declining number of beneficiaries each year, higher
wages for more recent retirees have resulted in larger benefit awards. In addition, a cost-of-living increase of
1.3 percent was in effect for 9 months of fiscal year 2021.

Payroll Taxes
The combined payroll tax amount creditable to the OASDHI Trust Funds decreased by 6.1 percent, or $169.8

million, to $2,612.6 million from the previous determination amount of $2,782.4 million. This decrease was
primarily due to a decline in average employment levels from 201,000 in fiscal year 2020 to 188,000 in fiscal
year 2021. The decline in employment more than offset any increase in taxable wage limit.

Income Taxes

Federal income taxes credited to the OASDHI Trust Funds decreased by 0.5 percent, or $1.4 million, to $285.4
million from the previous determination amount of $286.8 million. The current determination reflects
Treasury OASDI and HI reconciliations for calendar years 2015 and 2016.



Administrative Expenses
Administrative expense reimbursements increased by 4.0 percent, or $0.8 million, to $20.7 million from the

previous determination amount of $19.9 million. OASI administrative expense reimbursements increased
from $13.9 million to $16.3 million due primarily to an increase in unit costs that was offset by a decrease in
new OASI enrollments. DI administrative expense reimbursements decreased from $4.0 million to $2.5
million due to a decrease in new DI employee enrollments that was offset slightly by an increase in the unit
costs. HI administrative expense reimbursements decreased from $2.0 million to $1.9 million due primarily
to a decrease in new DI employee enrollments that was offset by a modest increase in OASI unit costs.

Interest Charges

Total interest charges increased by $33.7 million compared to last year’s determination. Although interest
rates were slightly lower during calendar year 2021, the OASDHI interest charges increased by $15.2 million
to $151.8 million from $136.6 million due to prior year amendments. Interest to transfer date adjustments
added another $18.5 million.
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EXHIBIT 1 - BENEFIT, ADMINISTRATION COST, INCOME TAX,
INTEREST CHARGES CALCULATIONS AND CORRESPONDENCE

Part 1. Summary of Benefit, Administrative Cost, Income Tax, and Interest Charges Calculations

Benefit Calculations

The benefit calculations for each determination include estimating, from one-percent sample data, the
additional benefit amounts payable on the basis of railroad employment for the calendar year ending in
the fiscal year covered by the determination. A preliminary estimate is also made of the benefit amounts
for the last nine months of the fiscal year. In addition, adjustments in benefit calculations for prior years
are made to reflect new information or to correct processing errors.

The railroad beneficiary universe for the calendar year, to which sample amounts are inflated, consists of
all accounts on which a monthly benefit was in force (payable or withheld) under the Railroad
Retirement Act (RRA) for at least one month of the year and on which a monthly benefit might have
been payable under Social Security Administration (SSA) eligibility conditions. Also included are those
on which an SSA lump sum based on death in the year would have been payable. The corresponding
one-percent sample consists of cases carried over from earlier determinations and new cases in the
universe with employee SSA account number ending in the digits "30."

The sample also includes cases with employee SSA number ending in "30" of non-retired employees full
retirement age and over, employees (and their auxiliaries) eligible for RRA benefits but only paid
benefits by SSA, and of widows ages 60 and over not on the RRB rolls (due to election of residual
payment) where SSA benefits would have been payable in the year. The universe numbers for these
railroad non-beneficiaries are assumed to be 100 times the sample numbers.

For each railroad employee beneficiary in the sample, a gross benefit amount was calculated on the basis
of the employee's combined railroad and social security earnings record. Appropriate reductions for
benefits payable on other earnings records and for earnings received during the year were then applied.
Auxiliary benefits are either computed or estimated. Beginning with the 60" determination for calendar
year 2010, auxiliary benefits are only computed when there is a spouse under full retirement age whose
annuity is not reduced for early retirement. For all other cases, auxiliary benefits are estimated by
applying factors based on SSA experience by gender (Tables 1 and 2) to the employee's benefit amounts.
The gross amounts were reduced by the amounts of actual SSA payments, to obtain net additional
amounts that would be paid on the basis of railroad employment. Separate OASI and DI amounts were
developed for employee disability beneficiaries who were paid actual old-age benefits by SSA.

Separate OASI life and survivor amounts were developed in cases where the employee annuitant died
during the year. For all survivor cases, the gross amount is computed based on the employee's combined
earnings, with reduction when needed for beneficiary earnings in the year. Survivor gross amounts are
reduced for actual SSA payments based on other earnings records (in most cases the beneficiary's) to
obtain the net additional OASI amounts based on railroad service.

For employees who retired after 1956 and for non-retired employees who died after 1956, actual earnings
under social security annual limits have been obtained from railroad employers. For cases on the rolls
before 1957, however, annual benefits before reduction for SSA payments were increased by fixed ratios
according to year of accrual. (Development of the ratios is described in the Financial Interchange
Summary and Documentation for Fiscal Year 1957-58, pages 135-142.) The distribution of OASI and
DI sample amounts by type of benefit is shown in Table 3.
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The sample and universe are stratified to improve the accuracy of the benefit estimates. The retirement
beneficiary stratification is based on the employee's age in the determination year, the year their RRA
annuity began and whether an RRA spouse annuity was payable. Monthly survivor beneficiary records
are stratified on the basis of number of beneficiaries, type of benefit, beneficiary's age, and year of
employee's death, or, if applicable, year retired employee had attained age 66. There is a single stratum
for lump-sum death benefits and one for the railroad non-beneficiary group. Employee disability benefit
strata are based entirely on employee's age. The composition of the 2020 strata is shown in Table 4.

Universe and sample counts were obtained for each stratum and the sample benefit payment amounts
were tabulated by stratum (Tables 5 and 5a). These sample benefit payment amounts were then inflated
by multiplying each stratum total by the ratio of the universe number to the sample number.

On an accrual basis, the uninflated additional OASI benefits for 2020 totaled $73,389,257 and the
inflated amount was $7,294,586,424. The standard error of the OASI inflated amount was $54,482,568
and the 95-percent confidence interval for the amount of OASI benefits was $7,187,800,590 to
$7,401,372,258.

The uninflated amount of additional DI benefits accrued in 2020 was $3,798,388. The inflated amount
was $413,901,325. The standard error of the DI inflated amount was $12,386,179 and the 95-percent
confidence interval for the amount of DI benefits was $389,624,415 to $438,178,235.

The preliminary estimates of additional benefit payments in January-September 2021 were made largely
on the basis of the net sample amounts in current-payment status at the end of 2020. Allowances were
made for lump-sum payments and the effect of family composition factors. The estimated cash amounts
payable in the 9-month period were $5,490 million in OASI and $275 million in DI benefits. These
figures will be superseded in the next determination by a calendar year 2021 estimate based on the one-
percent sample.

Adjustments were made to the benefit calculations for years prior to 2020. These adjustments primarily
involved the late receipt of data on benefit payments or earnings from RRB or SSA and the correction of
processing errors. OASI adjustments decreased benefits by $86,041,000 for calendar years 2009-2019
and DI adjustments increased benefits by $42,094,000 for calendar years 1989-2019.

The inflated adjustments and adjusted benefit amounts are shown by Trust Fund in Tables 6 and 6a.

The adjusted benefit payments for a year are the latest estimates of the amounts that would have been
payable for that period on an accrual basis. Beginning with the 39" determination, second-degree curves
are fit to annual accrued benefit amounts to estimate accrued benefit payments by month. The payments
are then converted from an accrual to a cash basis by adding the estimated amount accrued in the
preceding year but paid in the current year to the estimated amount both accrued and paid in the current
year. These amounts are estimated from the number of lag months, i.e., the average length of time from
date of accrual to payment, under SSA experience.

Beginning with the 46" determination (see Financial Interchange Summary and Documentation for
Fiscal Year 1997, pages 42-46), the calculation of the float period reflects cycled benefit payments
initiated by SSA. The float is the average number of days between the beginning of the month and the
day on which Treasury clears funds for benefit payments. Effective June 1997, SSA began paying
monthly benefits on staggered Wednesdays in the month (cycles 2 through 4) in addition to the third of
the month (cycle 1). Almost all the SSA benefits paid in cycles 2 through 4 payments are to new
beneficiaries, and the formula assumes all cycle 2 through 4 payments are by electronic funds transfer
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(EFT). The methodology to calculate a cycled float utilizes RRB experience on the percentage of
annuitants receiving payments by EFT and SSA experience on the proportion of payments made in cycle
1 versus cycles 2 through 4. Table 7 displays the calculation of the float.

Beginning with the 53" determination (see Financial Interchange Summary and Documentation for
Fiscal Year 2004, pages 36-48), benefit overpayments written off as uncollectible are included in the
calculations. Table 8 displays the calculation of the uncollectible overpayment amounts included in the
benefit calculations for calendar years 1999-2020.

The Financial Interchange is liable under Public Law 88-133 for crediting SSA with benefits they have
paid that are associated with pre-1957 military service covered under both the RRA and SSA. These
benefits paid during 1952-1972, 1973-1974, 1975-1979, 1980-1991, 1992-1997, 1998-2005, and 2006-
2018 were reimbursed in the 25, 26™, 44, 49 61, 65, and 69" determinations, respectively. No pre-
1957 military service adjustment is included in the 70™ determination.

Administrative Costs Calculations

The additional administrative expenses that would have been paid by the OASDHI Trust Funds with
respect to coverage of railroad employment were estimated to total $20.1 million for 2020 (Tables 9 and
9a). Expenses are based on unit cost factors supplied by SSA (see Correspondence) and workload
estimates developed from the financial interchange one-percent sample of beneficiaries, the gross
earnings one-percent sample of active railroad employees and actual RRB wage reports processing.

Beginning with the 38" determination, administrative expense calculations reflect an agreement on the
treatment of dually entitled annuitants (discussed in the Financial Interchange Summary and
Documentation for Fiscal Year 1986 (pages 76-95), Fiscal Year 1987 (pages 49-59) and Fiscal Year
1988 (pages 70-77)). The following discussion is a simplified explanation of how cases receiving SSA
benefits are treated under the agreement.

The estimated net additional number of OASI cases for which there would have been a determination of
insured status and computation of the primary insurance amount (PIA) is based on the financial
interchange sample. It is 100 times the difference between (1) the number of new awards to employees
and survivors where no previous FI or SSA award had been based on the account and (2) the number of
accounts on the FI employee and survivor rolls on which SSA awarded benefits in the determination
year.

Additional DI cases requiring determination of insured status and computation of PIA are based on the
inflated number of disability freeze decisions reached in the determination year, less the number where
SSA made the first freeze determination.

The number of additional cases that would have required adjudication of OASI auxiliary benefits was
estimated from financial interchange sample data. It is the difference (inflated) between (1) the number
of new OASI awards to spouses and children not receiving SSA benefits or to survivors who were not
receiving life benefits in the month prior to the employee's death and (2) the number of aged widows (not
on the RRA rolls), spouses, and children on the FI rolls who were awarded SSA benefits in the
determination year.

The approximate increase in administrative costs due to the maintenance of benefit rolls is based on the
number of benefits in the financial interchange sample. It is the average of the inflated number of
financial interchange benefits (excluding those to individuals receiving SSA benefits) payable at the end
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of the determination year and at the end of the preceding determination year.

The number of compensation reports that would have been received by SSA from railroad employers
was estimated from RRB experience during the year. Included are allowances for compensation
adjustments and additional reports for employees with more than one railroad employer. The cost is
apportioned between the OASI, DI, and HI Trust Funds. A portion of the costs for both OASI and DI
awards is charged to the HI Trust Fund as it pays the hospital insurance benefits that are charged to these
accounts. This portion of the OASI and DI costs is supplied by SSA in the form of unit cost factors. The
2020 HI administrative cost calculation is shown in Table 9a.

Estimates of the OASDI and HI administrative expenses for 2015, 2016, 2017, and 2019 were revised to
reflect revisions to the workload estimates for disability enrollments. These results are shown in Table
9b through 9i.

Income Tax Calculations

At the beginning of each quarter, Treasury transfers the estimated increase in tax liability to the OASI
and DI Trust Funds and the Social Security Equivalent Benefit Account for benefit payments to be
received during such quarters. Proper adjustments to the transfers are made whenever the actual increase
in tax liability is determined.

Income tax transfers in the financial interchange are calculated as a proportion of railroad retirement Tier
1 to social security equivalent benefit income taxes. Children of life annuitants are excluded from the
calculations because it can be assumed that they would have negligible tax liability. All other non-RRB
annuitants (primarily widow(er)s and spouses) are assumed to have proportionate tax liability.

Beginning with the 36" determination, income tax calculations reflect prior year income tax
reconciliations. Financial interchange income tax adjustments are made in the year of the Treasury
reconciliation.

The Omnibus Budget Reconciliation Act of 1993 legislation raised the level of taxes imposed on Social
Security beneficiaries beginning in 1994. The increased tax revenues resulting from this legislation are
payable to the HI Trust Fund. The manner of financial interchange tax liability calculations and
Treasury payments to the HI Trust Fund are similar to that for OASDI. Beginning with the 43
determination, annual adjustments are calculated to equate Treasury's quarterly and adjustment payments
to what they would have been had they been calculated under the financial interchange methodology.

Table 10 shows the results of the OASDI calculations for calendar years 1984-2020 and January-
September 2021. Table 10a shows the results of the HI calculations for calendar years 1994-2020 and
January-September 2021.

Interest Charges Calculations

Interest charges on income taxes, administrative expense, payroll taxes (including refunds), and benefits
(including prior year amendments) accrue at interest rates earned by the OASI and DI Trust Funds on a
semi-annual basis. The effective interest rates for the first and second halves of 2021 are 1.25012% and
1.17851% for the OASI Trust Fund, and 1.40992% and 1.33021% for the DI Trust Fund. The interest
charges for the current determination reflect a cumulative interest accrual on $42.1 million in DI prior
year benefit charges from 1989 through 2019, offset by $86.0 million in OASI prior year benefit credits
from 2009 through 2019.
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Communications

The Correspondence and Memoranda section in Part V contains letters and memoranda sent between the
RRB and SSA and the RRB and CMS on financial interchange related matters.
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Part I1. Tables Pertaining to Benefit Calculations

Table 1. -- Computation of Family Composition Factors and Factors for Child's Benefits for Calendar Year 2020
Applied to Male Old-Age Employees
Social Security Data

(2] (B) ©
Family Family
Age Last Birthday of Child Composition Composition
Old-Age Beneficiary Factors Factors | Factors 11
(M)-N+3)-(9) (5)H6) 2)-5)Y+3)+(10)-(6)
(D-(7) ) -5
62 o2 L
63 o2t L
64 o237 L.
65 1.0194 1.0150 1.0183
66 1.0160 1.0133 1.0168
67 1.0152 1.0115 1.0161
68 1.0140 1.0110 1.0149
69 1.0127 1.0101 1.0134
70 1.0110 1.0094 1.0119
71 1.0104 1.0096 1.0111
72 1.0098 1.0103 1.0102
73 1.0090 1.0109 1.0092
74 1.0088 1.0113 1.0087
75 1.0083 1.0125 1.0081
76 1.0080 1.0131 1.0076
77 1.0074 1.0139 1.0070
78 1.0072 1.0155 1.0066
79 1.0068 1.0168 1.0063
80-84 1.0061 1.0193 1.0054
85 and over 1.0046 1.0148 1.0041

NOTE - Numbers in above column formulae correspond to the columns in Table 1a, which is supplied annually by SSA.

Column (A) - Factors to be applied to amounts of male old-age benefits in area of actual life benefits.
Column (B) - Factors to be applied to amounts of male old-age benefits in area of presumptive life benefits with a spouse on the rolls.
Column (C) - Factors to be applied to amounts of male old-age benefits in area of presumptive life benefits with no spouse on the rolls.
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Table 2. -- Computation of Family Composition Factors and Factors for Child's Benefits for Calendar Year 2020
Applied to Female Old-Age Employees

Social Security Data
(A) ®) ©
Family Family
Age Last Birthday of Child Composition Composition
Old-Age Beneficiary Factors Factors I Factors II
(M-(NH3)-(9) (5)+(6) 2)-(5)+(3)+(10)-(6)

(D7) ) 2-(5)

62 1.ooec0

63 .oo63

64 1.ooss L.

65 1.0045 1.0030 1.0039
66 1.0039 1.0021 1.0037
67 1.0039 1.0025 1.0038
68 1.0035 1.0028 1.0034
69 1.0032 1.0027 1.0031
70 1.0027 1.0030 1.0027
71 1.0024 1.0022 1.0025
72 1.0022 1.0031 1.0023
73 1.0020 1.0025 1.0020
74 1.0020 1.0022 1.0020
75 1.0017 1.0021 1.0018
76 1.0016 1.0012 1.0017
77 1.0014 1.0017 1.0015
78 1.0013 1.0017 1.0014
79 1.0013 1.0050 1.0014
80-84 1.0010 1.0023 1.0011
85 and over 1.0004 1.0009 1.0006

NOTE - Numbers in above column formulae correspond to the columns in Table 2a, which is supplied annually by SSA.

Column (A) - Factors to be applied to amounts of female old-age benefits in area of actual life benefits.
Column (B) - Factors to be applied to amounts of female old-age benefits in area of presumptive life benefits with a spouse on the rolls.
Column (C) - Factors to be applied to amounts of female old-age benefits in area of presumptive life benefits with no spouse on the rolls.
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Table 5. -- Basic Data Used to Compute Inflated Amount of OASI Benefits and Sampling Error, 2020

Stratum Universe Sample Sum of Sum of Squares of
Number' Number Number Net Benefit Amounts Net Benefit Amounts
n; n;
[ N; n; Z Xij Z X3
j=1 j=1
Total’ 358,942 3,617 $73,389,257 $1,967,586,959,862
1 25,265 266 5,920,932 155,213,069,834
2 7,670 79 1,538,097 35,055,668,524
3 14,809 143 3,330,358 86,684,045,031
4 27,378 267 7,202,374 222,318,605,286
5 52,924 553 15,700,686 511,460,309,119
6 34,469 358 10,728,713 364,035,105,196
7 10,791 102 1,357,531 23,700,768,386
8 12,309 122 1,896,325 35,562,494,302
9 14,945 138 2,604,642 56,317,831,410
10 23,863 228 4,316,295 95,103,291,811
11 21,322 209 3,963,110 91,454,171,058
12 897 8 132,933 2,513,248,837
13 3,770 39 278,459 3,259,021,263
14 9,647 107 1,279,328 20,857,527,020
15 32,118 330 4,114,841 71,264,270,989
16 14918 148 1,973,154 37,573,719,460
17 12,183 126 1,985,016 39,548,196,620
18 10,197 93 1,325,651 28,871,636,485
19 8,979 98 1,605,314 36,380,277,968
20 4917 50 552,427 7,643,063,137
21 3,621 42 529,000 8,800,002,352
22 5,459 38 1,024,784 33,933,908,052
23 6,091 69 17,595 ---
24 400 4 11,193 36,727,722

L For description of strata, see Table 4.

2,
Universe and sample numbers exclude 3,766 and 41 retirement annuities, respectively, from a group that consists

almost entirely of non-disabled annuitants under age 62.

NOTE: The inflated amount, 4 , of the benefits and the sample error, S, , of the inflated amount are computed from the
following formulas:

24 n;
N;

A= —'* Xij

i=1 © j=1

24 n; n; 2
Sz_zNi(Ni_ni) I Zx"
© Lnfn-1) | Tt &Y

i=1 j=1 j=1

where x; is the benefit amount for the jth individual in the ith stratum and the remaining symbols are defined by the table
caption headings. Detail may not add to totals shown because of rounding.
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Table Sa. -- Basic Data Used to Compute Inflated Amount of DI Benefits and Sampling Error, 2020

Stratum Universe Sample Sum of Sum of Squares of
Number' Number Number Net Benefit Amounts Net Benefit Amounts
n; n;
I N; n Z Xij Z Xij
Jj=1 j=1
Total’ 16,927 155 $3,798,388 $106,120,629,954
1 6,737 65 1,576,035 45,272,554,673
2 5,178 48 1,268,376 35,524,932,882
3 2,452 20 436,353 11,058,601,767
4 2,560 22 517,124 14,264,540,632

L4
1.

2.

For description of strata, see Table

4.

Universe and sample exclude 7,638 and 86 disability annuities, respectively, composed largely of annuitants denied
a disability freeze. Of these, 4,095 and 55, respectively, were annuitants ages 62 to 66 who were included in the

OASI strata.

NOTE: The inflated amount, 4 , of the benefits and the sample error,S, , of the inflated amount are computed from the

following formulas:

ni
2
n; xij— Exij

2

where X;; is the benefit amount for the jth individual in the ith stratum and the remaining symbols are defined by the table

caption headings. Detail may not add to totals shown because of rounding.
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Table 6. -- OASI Benefit Payments, 1937-2020, Including Adjustments, on an Accrual Basis

Benefit Payments
Before Adjustments Adjusted Benefit

Year (Accrual Basis) Adjustments ! Payments
Total $229,315,780,223 ($86,040,663) $229,229,739,560
1937-19707 11,739,327,167 - 11,739,327,167
1971 1,128,570,194 --- 1,128,570,194
1972 1,210,965,811 --- 1,210,965,811
1973 1,471,457,246 --- 1,471,457,246
1974 1,590,141,425 - 1,590,141,425
1975 1,724,239,005 --- 1,724,239,005
1976 1,845,392,953 --- 1,845,392,953
1977 1,955,837,142 - 1,955,837,142
1978 2,079,934,396 - 2,079,934,396
1979 2,281,435,049 - 2,281,435,049
1980 2,552,252,439 -—- 2,552,252,439
1981 2,892,694,764 - 2,892,694,764
1982 3,187,533,843 - 3,187,533,843
1983 3,257,653,071 -- 3,257,653,071
1984 3,383,732,525 - 3,383,732,525
1985 3,515,602,903 - 3,515,602,903
1986 3,623,833,354 -—- 3,623,833,354
1987 3,700,591,036 --- 3,700,591,036
1988 3,843,574,962 --- 3,843,574,962
1989 4,009,931,952 --- 4,009,931,952
1990 4,199,908,201 --- 4,199,908,201
1991 4,402,929,123 --- 4,402,929,123
1992 4,531,315,765 --- 4,531,315,765
1993 4,653,171,768 --- 4,653,171,768
1994 4,694,292,958 --- 4,694,292,958
1995 4,726,567,302 --- 4,726,567,302
1996 4,764,123,499 --- 4,764,123,499
1997 4,816,342,931 --- 4,816,342,931
1998 4,822,260,567 --- 4,822,260,567
1999 4,796,837,227 --- 4,796,837,227
2000 4,819,396,369 --- 4,819,396,869
2001 4,849,956,379 --- 4,849,956,379
2002 4,855,267,294 --- 4,855,267,294
2003 4,884,810,004 - 4,884,810,004
2004 4,860,606,010 - 4,860,606,010
2005 4,937,109,169 --- 4,937,109,169
2006 5,083,984,802 --- 5,083,984,802
2007 5,203,800,832 -—- 5,203,800,832
2008 5,313,538,200 - 5,313,538,200
2009 5,651,820,930 (1,086,413) 5,650,734,517
2010 5,688,343,147 (3,613,556) 5,684,729,591
2011 5,790,429,823 (4,407,717) 5,786,022,106
2012 6,063,438,444 (4,483,768) 6,058,954,676
2013 6,210,057,569 (4,429,048) 6,205,628,521
2014 6,379,558,067 (3,820,277) 6,375,737,790
2015 6,547,453,882 (4,596,792) 6,542,857,090
2016 6,631,864,083 (6,555,084) 6,625,308,999
2017 6,736,186,230 (8,298,629) 6,727,887,601
2018 6,954,340,326 (17,246,598) 6,937,093,728
2019 7,156,781,161 (27,502,781) 7,129,278,380
2020 7,294,586,424 --- 7,294,586,424

' Includes revision of work deduction amounts and adjustments based on information received subsequent to the previous determination.

2 Data for years 1937-1970 are not shown separately as they are not adjusted in this determination.
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Table 6a. -- DI Benefit Payments, 1957-2020, Including Adjustments, on an Accrual Basis

Benefit Payments
Before Adjustments Adjusted Benefit

Year (Accrual Basis) Adjustments ! Payments
Total $18,547,368,103 $42,094,174 $18,589,462,277
1957-1988 3,259,212,386 --- 3,259,212,386
1989 197,740,405 68,008 197,808,413
1990 193,105,261 443,838 193,549,099
1991 220,337,476 622,106 220,959,582
1992 235,789,575 639,130 236,428,705
1993 248,045,289 666,155 248,711,444
1994 247,567,099 674,122 248,241,221
1995 263,632,596 621,084 264,253,680
1996 273,373,545 587,070 273,960,615
1997 305,386,677 602,110 305,988,787
1998 313,779,875 577,034 314,356,909
1999 341,164,897 565411 341,730,308
2000 370,410,146 600,868 371,011,014
2001 398,061,910 605,604 398,667,514
2002 446,311,624 596,586 446,908,210
2003 533,554,116 697,695 534,251,811
2004 566,071,157 694,794 566,765,951
2005 590,583,660 655,981 591,239,641
2006 632,599,398 739,530 633,338,928
2007 680,728,391 792,999 681,521,390
2008 690,356,895 816,290 691,173,185
2009 729,250,540 826,991 730,077,531
2010 737,328,916 830,967 738,159,883
2011 735,230,598 773,597 736,004,195
2012 740,333,334 804,466 741,137,300
2013 714,910,587 866,608 715,777,195
2014 696,828,090 873,103 697,701,193
2015 662,578,637 10,895 662,589,532
2016 618,406,953 2,077,156 620,484,109
2017 528,836,353 5,116,037 533,952,390
2018 508,237,326 5,272,130 513,509,456
2019 453,713,065 12,375,809 466,088,874
2020 413,901,325 --- 413,901,325

! Includes revision of work deduction amounts and adjustments based on information received subsequent to the previous determination.

? Data for years 1957-1988 are not shown separately as they are not adjusted in this determination.
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Tables Pertaining to Administrative Cost Calculations
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Part1V. Summary of Income Tax Calculations

Table 10. -- Financial Interchange OASDI Income Tax Transfers, Calendar Years 1984-2020 and
January-September 2021

(in millions)

Adjusted Accrual Basis Final FI Adjusted Taxes Due
Original Treasury Transfers Taxes Due’ Cash Basis®
Year Amount FI Adjusted' Amount FI Adjusted Total OASI*?® DI*?
1984 $68.0 $58.8 $36.0 $31.1 $58.8 $57.0 $1.8
1985 71.0 67.0 334 29.1 67.0 65.0 2.0
1986 69.0 70.4 293 29.9 70.4 68.3 2.1
1987 48.0 49.2 30.4 31.2 (13.8) (12.0) (1.8)
1988 41.0 42.0 324 332 35 42 0.7)
1989 36.0 36.8 39.0 39.9 14.2 14.0 0.2
1990 39.0 39.6 45.0 45.7 30.8 30.5 0.3
1991 44.0 44.7 47.0 47.7 47.8 47.2 0.6
1992 48.0 48.6 46.0 46.6 54.7 53.9 0.8
1993 56.0 56.9 47.0 47.8 59.9 58.7 1.2
1994 52.0 52.5 48.0 48.5 50.5 49.4 1.1
1995 50.0 50.1 59.0 59.2 41.0 40.0 1.0
1996 57.0 57.1 75.0 75.1 57.1 55.9 1.2
1997 61.0 61.0 86.0 86.0 57.0 55.5 1.5
1998 74.0 73.9 88.0 87.9 73.9 72.1 1.8
1999 79.0 78.9 94.0 93.9 106.0 103.4 2.6
2000 102.0 102.0 105.0 105.0 128.0 124.5 35
2001 94.0 93.4 100.0 99.3 92.4 89.5 2.9
2002 97.0 96.5 93.0 92.5 110.5 106.7 3.8
2003 97.0 98.1 85.0 86.0 113.1 108.6 4.5
2004 109.0 109.2 91.0 91.2 112.2 107.3 49
2005 117.0 116.5 125.0 124.4 116.5 111.5 5.0
2006 125.0 124.4 149.0 148.2 130.3 124.5 5.8
2007 135.0 134.7 170.0 169.7 134.7 128.2 6.5
2008 144.0 143.7 168.0 167.6 109.6 104.2 5.4
2009 144.0 144.1 164.0 164.1 136.1 128.5 7.6
2010 159.0 159.0 182.0 182.0 159.0 151.4 7.6
2011 160.0 160.8 192.0 193.0 176.7 170.0 6.7
2012 194.0 195.5 211.0 212.7 278.2 273.8 44
2013 199.0 200.2 230.0 231.4 243.2 238.7 4.5
2014 250.0 251.9 251.0 252.9 251.9 243.9 8.0
2015 263.0 265.5 258.0 260.5 297.7 291.5 6.2
2016 281.0 284.2 265.0 268.0 301.4 295.3 6.1
2017 292.0 294.6 294.6 287.5 7.1
2018 255.0 257.6 289.8 288.5 1.3
2019 267.0 268.7 268.7 263.8 4.9
2020 289.0 292.4 292.4 287.7 4.7
1/2021-9/2021 229.0 232.1 210.9 211.7 0.8)

! Total amount of quarterly transfers from Treasury originally received for the calendar year.

% The FI Amount is the total original Treasury transfers multiplied by a ratio of ( FI Benefits

3 Revised Total Amount and FI Amount based on subsequent reconciliations.
4

=/~ | for the appropriate year.
SSEBBenefits) PProp Y

Sum of FI Amount original transfers and any adjustments made in the year for prior calendar years. Amount for 9-month estimate

year is calculated separately based on projected SSEB and FI Benefits for that period.

> OASI/DI allocation is based on overall SSA OASI/DI income tax allocation experience for the calendar year, which can result in

OASI/DI cash basis amounts being negative in some years.
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Table 10a. -- Financial Interchange HI Income Tax Transfers, Calendar Years 1994-2020 and
January-September 2021

(in millions)

Treasury Adjustment Final FI
Original Treasury Transfers Accrual Basis’ Adjusted
Year Amount FI Adjusted' Amount FI Adjusted Total *
1994 $14.0 $14.0 $1.0 $0.9 $0.0
1995 30.0 30.2 29.0 29.2 0.2
1996 30.0 30.0 35.0 35.0 0.0
1997 30.0 30.0 39.0 39.0 0.1)
1998 31.0 31.0 27.0 27.0 0.0
1999 55.0 55.0 60.0 60.0 0.0
2000 50.0 50.0 52.0 52.0 0.0
2001 57.0 56.8 52.0 51.8 0.2)
2002 58.0 57.7 53.0 52.7 0.3)
2003 55.0 55.1 42.0 42.0 0.1
2004 53.0 53.3 46.0 46.3 0.3
2005 54.0 54.0 61.0 60.9 0.0
2006 64.0 63.6 81.0 80.5 0.4)
2007 67.0 66.8 91.0 90.8 0.2)
2008 76.0 75.9 97.0 96.9 0.2)
2009 78.0 78.0 84.0 84.0 0.0
2010 86.0 86.0 89.0 89.0 0.0
2011 101.0 101.3 107.0 107.3 0.3
2012 121.0 121.8 129.0 129.9 0.6
2013 111.0 111.7 112.0 112.7 0.7
2014 153.0 154.0 159.0 160.0 1.0
2015 155.0 156.4 146.0 147.3 1.4
2016 177.0 178.7 165.0 166.6 1.8
2017 180.0 181.8 1.8
2018 176.0 177.6 1.6
2019 165.0 166.4 1.4
2020 194.0 195.8 1.8
1/2021-9/2021 197.0 199.5 23

! Total amount of quarterly transfers from Treasury directly to the HI trust fund for the calendar year.

The FI Amount is the total original Treasury transfers multiplied by a ratio of (M) for the appropriate year.
SSEB Benefits

Revised Total Amount and FI Amount based on subsequent reconciliations.

Since the original Treasury transfers and subsequent reconciliations are made directly to the HI trust fund, the final FI
amount results only from the difference between FI Benefits and SSEB Benefits.
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Part V.

Correspondence and Memoranda
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SOCIAL SECURITY
Office of the Chief Actuary

March 18,2022

Mr. Keith T. Sartamn

Chief Actuary

Railroad Retirement Board
844 North Rush Street
Chicago, Illinois 60611-2092

Dear Mr. Sartain:
This letter provides certain items you requested for use in the 70® financial interchange determination.

Below we present the effective mterest rates eamed by the OASI and DI Trust Funds in calendar year
2021 on a semiannual and annual basis.

Peniod OASI DI
Jamuary-June 2021 1.25012% 1.40992%
July-December 2021 1.17851% 1.33021%
Calendar year 2021 2.44394% 2.75923%

Attachment A provides a memorandum from Stephen Hull, Director of SSA’s Office of Finance within
the Office of Financial Policy and Operations (OFPO). The memorandum provides final workload unit
cost factors for calendar year 2020 and preliminary factors for 2021. The final factors for 2020 are
identical to the preliminary factors we provided i our most recent prior letter dated March 24, 2021.

Attachment B provides a table summanzing the operations of the OASI and DI Trust Funds for December
2021 and calendar year 2021, based on data from the Department of the Treasury and OFPO. The format
of the table 1s consistent with the table for calendar year 2020, which we sent in our letter dated

March 24, 2021. In calendar year 2021, the general fund reimbursed the trust funds to compensate the
trust funds for payroll tax contnbutions that were not paid by employees and self-employed workers due
to Public Laws 111-312, 112-78_ and 112-96. ! These amounts are included with the line labeled
“Reimbursements due to P.L. 111-312, 112-78, and 112-96”. The total calendar year 2021 estimate of the
net transfer amount at this time 1s approximately $1 mallion transferred in total to the OASI and DI Trust
Funds, and includes any adjustments made in 2021 for 2011 and 2012 transfers.

In September 2021, the trust funds transferred amounts to the general fund for estimated refunds of taxes
paid by employees whose combined wages from more than one employer exceeded the 2020 taxable
maximum. The entire amount of these refunds 1s included on the line labeled “Multi-employer tax

! Public Law 111-312, the Tax Relief, Unemployment Insurance Feauthorization. and Job Creation Act of 2010,
reduced the combined OASI and DI payroll tax rate for 2011 by two percentage points for employees and self-
employed workers. Public Laws 112-78 and 112-96 continued the reduction in the payroll tax rate through calendar
year 2012. These laws required that the General Fund of the Treasury reimburse the OASI and DI Trust Funds for
these temporary reductions in payroll tax revenme.

SOCIAL SECURITY ADMINISTRATION  BAILTIMORE. MD 21235-0001
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refunds™ in the attached table showing the operations of the trust funds (Attachment B). There were no
such refunds in any other months of calendar year 2021

Calendar year 2021 data on cyclical payments by payment method are available on the internet at

. /.552. 50V, aymenthtml For consistency with our treatment of accelerated
bm&ﬁt payments in our trust fund accounting, this cyclical payment data reflects benefit payments based
on the normally scheduled payment date.

The requested annual ratios of uncollectible overpayments to total benefits are in Attachment C. Such
ratios are to be used as limits on the amount of estimated uncollectible overpayments to be added to
benefit pavments chargeable to the Social Security trust funds through the financial interchange, as
described 1 the August 2, 2004, letter from Stephen C. Goss to Frank Buzzi. Similar to such data for
calendar year 2020, the amount of uncollectible overpayments i 2021 1s significantly higher than m vears
prior to 2020. Based on previous discussion with OFPO. this 1s due to a special mitiative undertaken by
5SA dunng 2020. If you require further information about this, please let us know.

Sincerely,

A7
Ml VL A

Michael Stephens, A S A
Supervisory Actuary

N

Attachments: A-C

cc: Stephen C. Goss
Karen P. Glenn
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MEMORANDUM

Date:

o

From:

Subject:

Appendix A
RS SECy,
s
%le‘lﬂk‘"\o
SOCIAL SECURITY
March 14, 2022 Refer To: SINN1
Supervisory Actuary
Office of the Chief Actuary
Director
Office of Finance
Workload Unit Cost Factors for the SSA-Railroad Retirement Board (RRB) Financial
Interchange (Your Memo, 01/24/22—INFORMATION
This memorandum transmits and documents the final calendar year (CY) 2020 and preliminary
CY 2021 unit cost factors for use in the SSA-RRB financial interchange. The CY 2020
calculations have not changed from those transmitted last year. The CY 2021 calculations will
be revised only if necessitated by any future recalculations of the fiscal year 2021
administrative costs.
The unit costs are as follows:
CY 2020 CY 2021
Workload Final Preliminary
OASI Maintenance of Earnings Accounts $ 0.339171 $ 0.369927
DI Maintenance of Eamings Accounts $ 0.049306 $ 0.052543
HI Maintenance of Eamings Accounts $ 0.128734 $ 0.121834
OASI Initial Enrollment —Wage Earners $  460.729914 $ 533.269364
DI Initial Enrollment — Wage Eamers $ 1.961.843956 $  2,099.848810
HI (OASI Related) Initial Enrollment — Wage Earmners  $ 66.174442 $ 74.966372
HI (DI Related) Initial Enrollment— Wage Earners $  537.708227 $ 361.961462
OASI Initial Enrollment — Auxiliaries $  3501.698630 3 483.324599
DI Initial Enrollment — Auxiliaries $ 2.124.598334 $  3,067.152966
HI (OASI related) Initial Enrollment — Auxiliaries $ 72.058761 $ 67.945197
HI (DI related) Initial Enrollment — Auxiliaries $  582.316503 $ 820.831364
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CY 2020 CY 2021
Workload Final Preliminary
OASI Maintenance of the Rolls $ 19.119700 $ 19.183311
DI Maintenance of the Rolls $ 52.042838 $ 54.256193
HI (OASI Related) Maintenance of the Rolls $ 0.432056 $ 0.370365
HI (DI Related) Maintenance of the Rolls $ 3.664304 $ 4.227535

Copies of the worksheets and backup materials used to calculate these unit costs are available
upon request. Should your staff or the staff of RRB wish to discuss these computations, they
should contact Nicole Wartman at (410) 966-9452.

Digitally signed by Stephen Hull
Ste p h e n H U I Date: 2022.03.14 15:57:43 -04'00"

Stephen Hull
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Financial Operations of the OASI and DI Trust Funds, December 2021

Attachment B

} Old-Age and Survivors Insurance Trust Fund

Total income
Payroll tax contributions
Multi-employer tax refund
Net payroll tax contributions
Reimbursement income tax credits
Reimbursement due to P.L. 111-312, 112-78, and 112-96
General Fund reimbursement subtotal
Income from benefit taxation
Interest on investments
Interest on reimbursements
Interest subtotal
Gifts & miscellaneous income

Total cost

Benefit pavments
Reimbursements (uncashed checks & misc.)
Vocational rehabilitation payments

Benefits subtotal

SSA-RRB Financial Interchange
Treasury administrative expenses
SSA salaries & expenses
Construction
Offsetting miscellaneous income
Pension reform reimbursement
Reimbursement for SSA expenses

Administrative expenses subtotal

Net increase in asset reserves
Undisbursed balance
Invested asset reserves (book value)
Asset reserves at end of month

Current month
$107,117,293,928.99
74,982,147,507 .64
0.00
74.982,147,507 .64
724.13
-206,973.23
-206,249.10
20,438,904.70
32,114,874,734 .29
3,67346
32,114,878,407.75
35,358.00

84,152,178,015 44
83,720,807,483.18
-3,918,591.67
714,711.23
83,717,663,602.74
0.00
164,885,035.14
266,336,370.00
4,488,165.00
-366,374.12

0.00

-828,779.32
434,514.416.70

22,965,115,909.55
-52,565,917.12
2,752,688,355,000.00
2,752,635,789,082.88

Fiscal year to date
$249.447,794,567.10
204,540,147,507.64
0.00
204,540,147,507.64
724.13

-206,973.23
-206,249.10
12,584,741,765.60
32,322,874,871.68
186,313.28
32,323,061,184.96
50,358.00

252,610,827,720.40
251,590,313,276.92
-11,437,437.60
2,184,395.97
251,581,060,235.29
0.00
173,931,364.27
843,714,348.00
13,992,515.00
-512,237.17
-529,725.67
-828,779.32
1,029,767,485.11

-3,163,033,153.30
-52,565,917.12
2,752,688,355,000.00
2,752,635,789,082.88

Calendar year to date
$942,856,354,029.68
841,383,494,330.10
-3,148,411,150.00
838,235,083,180.10
5,384.72

507,941.88
513,326.60
37,151,145,800.00
67,468,660,105.61
861,182.37
67,469,521,287.98
90,435.00

1,001,936,215,241 .52
993,167,492,835.75
-49,164,255.93
14,268,719.38
993,132,597,299 20
4,792,466,000.00
697,268,133 .85
3,245,820,515.97
74,664,968 .00
-2,020,780.63
-2,395,484 .56
-2,185,410.31
4,011,151,942.32

-59,079,861,211.84
-52,565,917.12
2,752,688,355,000.00
2,752,635,789,082.88

J

Total income
Payroll tax contributions
Multi-employer tax refund
Net payroll tax contributions
Reimbursement income tax credits
Reimbursement due to P.L. 111-312, 112-78, and 112-96
General Fund reimbursement subtotal
Income from benefit taxation
Interest on investments
Interest on reimbursements
Interest subtotal

Total cost
Benefit payments
Reimbursements (uncashed checks & misc.)
Vocational rehabilitation payments
Benefits subtotal
SSA-RRB Financial Interchange
Treasury administrative expenses
SSA salaries & expenses
Construction
Reimbursement for SSA expenses
Demonstration projects
Administrative expenses subtotal

Net increase in asset reserves
Undisbursed balance
Invested asset reserves (book value)
Asset reserves at end of month

Disability Insurance Trust Fund

Current month
$13,987,206,735.66
12,753,123,337.33
0.00
12,753,123,337.33
69.71

-35,146.45
-35,076.74
276,911.90
1,233,838,802.65
2,760.52
1,233,841,563.17

11,670,961,721.35
11,437,284,852.78
-2,212,830.59
3,735,304 84
11,438,807,327.03
0.00
27,328,200.80
201,211,547.00
3,372,750.00
-622,807.88
864,704 40
232,154,354.32

2,316,245,014 31
-43,640,130.55
99.437,781,000.00
99.394,140,869.45

Fiscal year to date
$36.419,678,201.88
34,754,123,337.33
0.00
34,754,123,337.33
69.71

-35,146.45
-35,076.74
405,873,991.30
1,259,599,577.35
116,372.64
1,259,715,949.99

35,088,235,271.55
34,403,376,637.00
-6,708,560.08
13,347,652.69
34,410,015,729.61
0.00
28,886,410.18
637.055,115.00
10,515,041.00
-622,807.88
2,385,783.64
678,219,541.94

1,331,442,930.33
-43,640,130.55
99,437,781,000.00
99,394,140,869.45

Calendar year to date
$145,469,816,938.84
142,900,048,110.01
-532,838,850.00
142,367,209,260.01
51740

86,254 45

86,771.85
458,650,566 40
2,641,783,742.38
2,086,598.20
2,643,870,340.58

142,646,034,800 49
139,996,245,327.90
-27,048,160.31
89,058,17545
140,058,255,343.04
107,132,000.00
122,074,904 .61
2,295,581,453.75
53,115,476 .00
-1,642,283.69
11,517,906.78
2,480,64745745

2,823,782,138.35
-43,640,130.55
99,437,781,000.00
99,394,140,869 45

Notes:

these tax credits.

Fiscal year is the 12-month period ending September 30. See summary of fiscal year dafa.
Temporary tax credits were established by the 1983 Amendments (see footnote to our tax rate table for applicable years). The OASI and DI Trust Funds are reimbursed from the general fund of the Treasury for

Income from taxation of benefits was established by the 1983 Amendments. A relatively small amount of this income is from taxation of benefits paid to non-resident aliens (deducted from monthly benefits).

The remainder is transferred to the trust funds at the beginning of each calendar quarter on an estimated basis, with subsequent adjustment for actual income tax data. For further information, see Taxation of

Social Security benefits.

The "SSA-RRB Financial Interchange” is an annual transfer among the Social Security Trust Funds and the Railroad Retirement program's Social Security Egquivalent Benefit Account. The transfers, computed

by the Railroad Retirement Board, are designed to put the Social Security Trust Funds in the same financial position that they would have been if railroad employment had always been covered by Social

Security.

Trust Fund for the costs incurred by furnishing such information.

e Netincrease in asset reserves is calculated as total income less total cost.
When a trust fund holds marketable securities, the book value differs from the face value of such securities. The OASI Trust Fund redeemed its marketable securities in November 1982; DI redeemed its last in

February 2005. For special issues, book value is the same as face value.

Offsetting miscellaneous income is composed of miscellaneous income due to the Trust Funds, which can include refunds, penalties, fees, and other income due to the Trust Funds.
The Emplovee Retirement Income Security Act of 1974 requires that SSA furnish information on deferred vested benefits to pension plan participants. The general fund of the Treasury reimburses the OASI

3/18/2022
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Attachment C

Ratio of uncollectible overpayments to total benefit payments
[Dollar amounts in thousands]

OASI Trust Fund DI Trust Fund
Calendar Uncollectible Total benefit Uncollectible Total benetit
year overpayments paymcntsa Ratio overpayments paymt:ntsEL Ratio
1999 $90,533 $334,383.416 0.0271% $234.852 $51,313.271 0.4577%
2000 935,287 352,651,519 0.0270% 264,862 54,920,576 0.4823%
2001 95,898 372,312,043 0.0258% 262,639 59,558,650 0.4410%
2002 116,271 388,118,781 0.0300% 342,519 65.627.224 0.5219%
2003 114,015 399,842,083 0.0285% 337,982 70,885,971 0.4768%
2004 115,636 415,031,484 0.0279% 343,713 78,180,163 0.4396%
2005 118,455 435,325,384 0.0272% 367,617 85,373.479 0.4306%
2006 143,851 460,404,994 0.0312% 498.697 92,357.903 0.5400%
2007 135,954 485,819,057 0.0280% 473,033 99,057,104 0.4775%
2008 190,680 508,994,214 0.0375% 556,943 106,271,269 0.5241%
2009 169,630 557,101,116 0.0304% 448,360 118,298,745 0.3790%
2010 168.014 577.390.879 0.0291% 463,123 124.162.037 0.3730%
2011 168,088 596,153,634 0.0282% 473,100 128,904,536 0.3670%
2012 148,672 637,892,767 0.0233% 450,078 136,849,591 0.3289%
2013 136,349 672,126,128 0.0203% 385.530 140,046.294 0.2753%
2014 120,188 706,777,966 0.0170% 319,036 141,600,507 0.2253%
2015 93,543 742,905,710 0.0126% 206,111 143,263,174 0.1439%
2016 101,550 768,598,740 0.0132% 190,877 142,684,346 0.1338%
2017 180,098 798.6806.160 0.0225% 336,532 142,720,079 0.2358%
2018 194,288 844,887,862 0.0230% 311,010 143,637,104 0.2165%
2019 171,646 902,796,624 0.0190% 387,767 145,029,039 0.2674%
2020 477,569 952,348,936 0.0501% 2,546,309 143,466,468 1.7748%
2021 518,071 993,118,329 0.0522% 2,413,116 139,969,197 1.7240%

* Payments are reduced for unnegotiated checks.

Sources: 1. Uncollectible overpayment amounts are from SSA's Office of Financial Policy and Operations (OFPO).
2. Total benefit payments are computed based on input from OFPO and the Bureau of the Fiscal Service in the

U.S. Department of the Treasury.

Social Security Admimistration
Office of the Chief Actuary
March 18, 2022
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DEPARTMENT OF HEALTH & HUMAN SERVICES
Centers for Medicare & Medicaid Services

7300 Security Boulevard, Mail Stop 00-00-00
Baltimore, Maryland 21244-1850

(CMS

CENTERS FOR MEDICARE & MEDICAID SERVICES

March 4, 2022

Mr. Carl May

Bureau of the Actuary
Railroad Retirement Board
844 N. Rush Street

Chicago, Illinois 60611-2092

Dear Mr. May:

The effective semi-annual rates of interest earned by the HI Trust Fund during the six months
ending June 30, 2021and December 31, 2021, were 0.97 percent and 1.01 percent, respectively.

If you have any questions, please contact me at (410)786-6392.

Sincerely,

g T
Jennifer Lee
CMS/OACT
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SOCIAL SECURITY

Office of the Chief Actuary

November 19, 2021

Mr. Keith Sartain

Chief Actuary

Railroad Retirement Board
844 North Rush Street
Chicago, Illinois 60611-2092

Dear Mr. Sartain:

The attached tables provide estimated benefits in current-payment status as of December 31,
2020. Table 1 relates to male retired worker beneficiaries and their beneficiary dependents.
Table 2 presents the corresponding estimates for female retired worker beneficiaries. We first
provided table 2 in our letter dated January 19, 2012, per agreement between our offices in
August 2011 to revise the application of child and family composition factors.! Please note that
the attached data were derived from 100-percent sample data.

Sincerely,

WL A

Michael Stephens, A.S.A.
Supervisory Actuary

/S/
Craig Feinstein
Actuary

Attachments: Tables 1-2

! See letter from Stephen C. Goss, dated August 19, 2011.

SOCIAL SECURITY ADMINISTRATION  BALTIMORE, MD 21235-0001
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EXHIBIT 2 - PAYROLL CALCULATIONS AND GROSS EARNINGS SAMPLE

Part1. Payroll Calculations Summary and Tables

Accrued Taxable Payroll

Accrued taxable payroll, as developed for financial interchange purposes, is the amount of railroad
compensation to which combined employee and employer tax rates are applied to obtain additional
accrued gross taxes (including overpayments of employee taxes) that would have been paid into the Old-
Age and Survivors Insurance (OASI), Disability Insurance (DI) or Hospital Insurance (HI) Trust Funds if
railroad employment were covered by the Federal Insurance Contributions Act (FICA).

Table 1 shows the maximum taxable earnings bases under the Railroad Retirement Act (RRA) and
FICA. Tables 2 and 3 summarize the various components that determine accrued taxable payroll for
calendar years 1937-1965 and 1966-2020, respectively.

The general methodology and assumptions governing the development of the OASDHI taxable payroll
for financial interchange purposes are covered individually below.

RRA Creditable Pavyroll

The RRA creditable payroll for 2020, including sickness payments and miscellaneous compensation, was
$17,461.8 million. This amount is based on reports submitted by the railroads and third party payors to
the Railroad Retirement Board (RRB). Beginning in 1985, RRA compensation is creditable up to an
annual limit rather than a monthly limit. This limit, $137,700 in 2020, is the same as FICA.

Prior year adjustments of $3.25 million were subtracted from the RRA creditable payrolls for 1994-2019.
No prior year adjustments for years before 1982 were made in this determination, and the 1981 prior year

adjustment amount remains unchanged.

Inflation Factor for HI Pavroll

Inflation factors are developed from the sample gross earnings data, as described in Part II. Prior to
1985, inflation factors were the ratio of compensation under the annual FICA limit to compensation
under the monthly RRA limit. Beginning in 1985, the RRA creditable limit became annual and equal to
the FICA limit, so inflation factors were unnecessary for calendar years 1985-1990. Beginning in 1991,
a higher taxable limit applied to payroll under the HI portion of the FICA contribution rate.
Consequently, inflation factors were reinstated for HI payroll calculations. Beginning in 1994, the HI
limit was removed entirely and all wages are subject to HI payroll taxes.

The amount of earnings that would have been subject to the HI portion of the FICA tax rate was
estimated from a sample of accounts for which records of gross earnings (including sickness payments
and miscellaneous compensation) were obtained from railroad employers. From these records, annual
earnings data were gathered that indicated the RRA creditable compensation and total HI earnings for
each sample record.

For 2020, the total sample amounts subject to HI and RRA taxes were, respectively, $177,700,936 and
$172,488,684. Therefore, the 2020 ratio for inflating OASDI and HI taxable payroll is 1.0302. HI payroll
calculations are elaborated upon further in Part II.
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RRA Payroll up to FICA Limit

Prior to 1985, various adjustments and factors have been applied to RRA payroll to inflate it to OASDI
levels. A summary of such adjustments and factors is included in the 41* Financial Interchange
Summary and Documentation for Fiscal Year 1992, pages 62-63, with accompanying tables. Since
1985, OASDI payroll has been equal to RRA creditable payroll plus other adjustments. HI payroll
equaled OASDI payroll through 1990. Since 1991, HI payroll equals the OASDI payroll times the
inflation factor.

Multiple Railroads Employment and Miscellaneous Compensation Adjustment

Beginning in 1985, the employer RRA tax applies to the taxable compensation up to the annual limit
earned by each employee, as has been the case under FICA. Under both systems, the employee's overall
tax is limited by the annual maximum, even if the employee works for more than one employer. Thus,
when an employee works with multiple employers and earns more than the FICA limit over the course of
a year, the employee excess taxes are refundable, but the employer excess is not.

This is complicated somewhat by the inclusion of miscellaneous compensation, primarily sick pay,
which became taxable and creditable in 1982. Third party miscellaneous compensation payors such as
insurance companies and the RRB automatically withhold FICA taxes from the employee's payment.
Consequently, such withholdings that exceed the maximum taxable amount are refundable to the
employee.

The situation for railroad employers, however, is different. Insurance companies and the RRB notify
them of the amount of benefits paid, and they in turn remit to the Internal Revenue Service (IRS) only
that amount payable up to the annual limit for the employee. Consequently, employers generally do not
pay excess FICA taxes on miscellaneous compensation.

Thus, it is necessary to determine both the amount and the source of payroll amounts in excess of annual
FICA limits. Excess tax amounts resulting from multiple employment are paid for by both employers
and employees, but refundable only to employees. Excess amounts resulting from miscellaneous
compensation are paid only by employees and are fully refundable.

Full records of employer and miscellaneous payroll have been kept since 1989. Since records for 1982-
1988 are not available, experience for these years was extrapolated from 1989-1991 experience.
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The following equations are used to determine the miscellaneous pay/multiple railroad employment
adjustment since 1989. They employ the following definitions relating to data for employee i and
railroad employer j:

Cj;= Compensation for employee i from railroad j

Bi = Railroad Retirement Board sickness payments for employee i

Ii = Insurance company sickness payments for employee i

L = Annual FICA payroll limit

R = Number of annual railroad employers

N = Number of employees

The total excess payroll, A, for a given year is calculated as follows:

N

R
A= Max{(ZCU>+BL+IL—L,O}
j=1

i=1

That portion of total excess payroll due to multiple railroads employment, B, is:

N

YA

i=1

Therefore, the amount of excess payroll due to multiple railroads employment is given by B, and the
excess payroll attributable to miscellaneous compensation is given by (A - B). These formulas are
problematic in certain cases where there is a combination of multiple employment and miscellaneous
compensation within a year. Experience indicates, however, that these instances are very rare.

Dual Coverage Wage Adjustment and Sampling Error

Dual coverage is the estimate of the amount of Social Security wages earned and taxed that would have
exceeded FICA limits had all railroad compensation been subject to FICA. For 2020, the amounts
involved for an affected employee would be combined earnings under both systems in excess of
$137,700 but not in excess of $137,700 under either system separately.

We estimate this adjustment using data received from SSA that contains OASDI wages for the Gross
Earnings (see Part II) sample individuals. Combined earnings over the OASDI limit that are subject to
the OASDI limits under either system are inflated to yield an estimate of the universe amount of
employee refunds that would have been payable from this source.

The dual coverage wage adjustment estimate of $63.1 million for 2020 was obtained using the formula:

where A = estimated dual coverage adjustment for the universe
X; = dual coverage amount in excess of the Social Security wage base for sample account i
N = universe number
n = sample number
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The standard error of $21.3 million for 2020 was computed for these estimates from the formula:

= a2 i )

Using the standard error, the 95 percent confidence interval was $21.4 million to $104.8 million for 2020.

2

Only the employee tax rates apply to dual coverage refunds. For 2020, the OASI inflated tax refund
amount was $3.34 million and the 95 percent confidence interval was $1.14 million to $5.55 million,
while the DI inflated tax refund amount was $0.57 million and the 95 percent confidence interval was
$0.19 million to $0.94 million.

Final FICA Accrued Payroll

The final annual FICA accrued payroll, as shown in Tables 2 and 3, is the amount of railroad
compensation to which combined employee and employer tax rates may be applied to obtain additional
gross taxes (including overpayments of employee taxes) that would have been paid into the OASI, DI or
HI Trust Funds if railroad employment were covered by FICA.

For years 1937-1965, the final accrued payroll is calculated as the net of (1) RRA payroll not in excess of
the FICA limit, plus (2) compensation over the RRA monthly limit but not over the FICA limit, plus (3)
the multiple railroad employment adjustment, less (4) 75 percent of dual coverage self-employment
adjustment.

For years 1966-1987, the final accrued payroll is calculated as the net of (1) RRA creditable payroll inflated
to under the annual FICA limit, plus (2) the multiple railroad employment adjustment, less (3) 50 percent
of tips, less (4) sickness payments, less (5) the self-employment adjustment.

For years 1988 and later, the final accrued payroll is obtained by adding to the RRA creditable payroll up
to the FICA limit the multiple railroad employment/miscellaneous compensation adjustment.

The OASDI accrued payroll for 2020 is $17,470.8 million. The HI accrued payroll for 2020 is
$17,989.5 million.

Accrued Payroll under the Affordable Care Act

Beginning in calendar year 2013, the Affordable Care Act (ACA) imposes an additional employee
Medicare tax of 0.9 percent on earnings above $200,000 (for those who file an individual return) or
$250,000 (for those who file a joint return). The 0.9 percent tax is withheld from earnings above
$200,000 regardless of filing status. Because the taxable thresholds are applied separately to FICA
earnings and railroad compensation, households with both FICA earnings and railroad compensation
whose combined earnings are in excess of the taxable limits pay less tax than if all of their earnings were
covered under FICA. An adjustment to the total accrued amount over $200,000, the HI ACA payroll, is
therefore required for the resulting shortfall of additional taxes that would have been collected if railroad
employment was covered under FICA.

The $317.9 million HI ACA payroll for 2020 was derived from gross earnings data reported by
employers. A shortfall adjustment of $1.8 million for 2018 was made in December 2020. Table 4
summarizes the various components that determine the HI ACA payroll and the shortfall adjustment.
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FICA Pavroll Taxes on Cash Basis

The financial interchange requires that both the amount and pattern of FICA taxes that would have been
collected from the final accrued OASDHI payroll be determined. To determine the pattern, a quarterly
payroll distribution was estimated using the Gross Earnings study (see Part II). Quarterly pay for sample
employees was accumulated over each quarter, up to the $137,700 annual limit for 2020 for each
employee. The resulting sample quarterly distribution was then applied to the overall population.
Beginning with the 39™ determination, the pattern of payment was further refined by applying second-
degree curves to the quarterly payrolls to determine hypothetical monthly distributions (see Financial
Interchange Summary and Documentation: 35th determination, pages 60-70; 36th determination, pages
41-43; 39th determination, pages 73-77). Finally, for calendar years before 1993, the monthly payroll
results were further adjusted to reflect the measurable lag period between payroll disbursement and
actual collection of FICA taxes thereon. This was discontinued beginning with calendar year 1993.

The table below shows the quarterly dollar and percentage distributions of the sample OASDI accrued
payroll for 2020 and the resulting distribution of the accrued OASDI payroll. For the purpose of these
tables, the sample amounts were limited to those employees for whom monthly or quarterly data were
reported.

Sample Percentage OASDI Payroll
Amount' Distribution (millions)
Total o $135,447,804 100.00 $17,470.8
ISt QUArter .......oveviniiiiiiiiiiiiieeeae 39,657,193 29.28 5,115.5
2nd QUATTET ...t 32,059,406 23.67 4,135.3
3rd QUArter ...vveeei e 31,809,057 23.48 4,102.1
Ath QUATteT ..., 31,922,149 23.57 4,117.9

' Numbers may not add up due to rounding.
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Similar calculations were performed for HI payroll, with the exception of the application of any annual
covered earnings limit.

Sample Percentage OASDI Payroll
Amount’ Distribution (millions)
Total .o $139,419,117 100.00 $17,989.5
ISt QUarter .....ooevvieiiie e, 40,151,456 28.80 5,181.0
20d QUATEET ..evveeiieie e 32,581,735 23.37 4,204.1
3rd QUArter ....ovviiiiii e, 32,542,863 23.34 4,198.7
4thQuarter ......ooevvviiiiiiiiiie e, 34,143,063 24.49 4,405.7

! Numbers may not add up due to rounding.

The table below shows the quarterly dollar and percentage distribution of the sample HI ACA accrued
payroll for 2020 and the resulting distribution of the HI ACA accrued payroll.

Sample Percentage OASDI Payroll
Amount' Distribution (millions)
Total ... $1,323,654 100.00 $317.9
ISt QUATET ...ovnieeiiiiii e, 163,046 12.32 39.2
20d QUATEET ..euvveniiiiniiei e 341,824 25.82 82.1
3rd Quarter .......oooveiiiiiii 312,137 23.58 75.0
4th Quarter ..........ooooiiiiiiiiiiiii, 506,648 38.28 121.6

! Numbers may not add up due to rounding.

Preliminary estimates were made of the quarterly accrued payroll for the first nine months of 2021 based
on presumed employment levels and wage increases. Under the OASDI annual limit of $142,800 for
2021, estimated accrued payroll for January-September 2021 was $13,097.8 million. The total HI
estimated accrued payroll for January-September 2021 was $13,272.3 million of which $124.9 million
was subject to the 0.9 percent additional Medicare tax.
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Table 1. -- Annual Maximum Taxable Earnings Under the RRA and FICA

FICA Limits
Year RRA Limit" OASDI HI

1937-1950 $300 $3,000
1951 300 3,600
1952 300 3,600
1953 300 3,600
1954 300/350° 3,600
1955 350 4,200
1956 350 4,200
1957 350 4,200
1958 350 4,200
1959 350/400° 4,800
1960 400 4,800
1961 400 4,800
1962 400 4,800
1963 400/450* 4,800
1964 450 4,800
1965 450 4,800
1966 550 6,600 $6,600
1967 550 6,600 6,600
1968 650 7,800 7,800
1969 650 7,800 7,800
1970 650 7,800 7,800
1971 650 7,800 7,800
1972 750 9,000 9,000
1973 900 10,800 10,800
1974 1,100 13,200 13,200
1975 1,175 14,100 14,100
1976 1275 15,300 15,300
1977 1375 16,500 16,500
1978 1475 17,700 17,700
1979 1,908 22,900 22,900
1980 2,158 25,900 25,900
1981 2475 29,700 29,700
1982 2,700 32,400 32,400
1983 2,975 35,700 35,700
1984 3,150 37,800 37,800

See footnotes at the end of table.
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Table 1. -- Annual Maximum Taxable Earnings Under the RRA and FICA (Continued)

FICA Limits

Year RRA Limit’ OASDI HI
1985 $39,600 $39,600 $39,600
1986 42,000 42,000 42,000
1987 43,800 43,800 43,800
1988 45,000 45,000 45,000
1989 48,000 48,000 48,000
1990 51,300 51,300 51,300
1991 53,400 53,400 125,000
1992 55,500 55,500 130,200
1993 57,600 57,600 135,000
1994 60,600 60,600 No Limit
1995 61,200 61,200 No Limit
1996 62,700 62,700 No Limit
1997 65,400 65,400 No Limit
1998 68,400 68,400 No Limit
1999 72,600 72,600 No Limit
2000 76,200 76,200 No Limit
2001 80,400 80,400 No Limit
2002 84,900 84,900 No Limit
2003 87,000 87,000 No Limit
2004 87,900 87,900 No Limit
2005 90,000 90,000 No Limit
2006 94,200 94,200 No Limit
2007 97,500 97,500 No Limit
2008 102,000 102,000 No Limit
2009 106,800 106,800 No Limit
2010 106,800 106,800 No Limit
2011 106,800 106,800 No Limit
2012 110,100 110,100 No Limit
2013 113,700 113,700 No Limit
2014 117,000 117,000 No Limit
2015 118,500 118,500 No Limit
2016 118,500 118,500 No Limit
2017 127,200 127,200 No Limit
2018 128,400 128,400 No Limit
2019 132,900 132,900 No Limit
2020 137,700 137,700 No Limit
2021 142,800 142,800 No Limit

' Earnings bases are monthly through 1984 and annual thereafter.

% The RRA limit was $300 for the first sixmonths of 1954, raised to $350 for the last sixmonths of the year.
3 The RRA limit was $350 for the first six months of 1959, raised to $400 for the last six months of the year.
* The RRA limit was $400 for the first sixmonths of 1963, raised to $450 for the last sixmonths of the year.
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Table 2. -- Summary of Accrued Taxable Payroll Calculations, 1937-1965

(in millions)

RRA Payroll  FICA Level Payroll ~ Multiple RR Final FICA
RRA Creditable ~ Up to FICA Exceeding RRA Employment Dual Coverage Accrued
Year Payroll Limit' Monthly Limit Adjustment  Self Employment Payroll
1937 $2,264.3 $2,136.2 $4.0 $0.5 $2,140.7
1938 2,007.5 1,912.1 4.0 0.5 1,916.6
1939 2,145.3 2,118.1 4.0 0.5 2,122.6
1940 2,248.2 2217.6 39 0.6 2,222.1
1941 2,656.9 2,616.8 4.8 0.8 2,622.4
1942 3,301.7 3,228.5 83 1.4 3,238.2
1943 3,944.4 3,825.8 13.0 2.3 3,841.1
1944 4301.4 4,134.2 15.0 33 4,152.5
1945 4,340.0 4,181.3 16.4 3.1 4,200.8
1946 4,639.5 4423.9 22.5 4.3 4450.7
1947 4,750.3 4,486.8 20.8 5.2 4512.8
1948 4951.5 4,592.5 24.8 7.1 4,624.4
1949 4,609.3 4,262.7 26.0 6.8 4295.5
1950 4,704.3 4334.1 29.6 7.3 4371.0
1951 5111.4 5111.4 111.9 5.7 $1.6 5,227.8
1952 5,046.2 5,046.2 118.4 6.5 2.5 5,169.2
1953 4,989.3 4,989.3 106.3 7.9 1.2 5,102.6
1954 4,706.7 4,527.0 55.7 8.4 2.2 4,589.5
1955 4,924.6 4,924.6 116.7 7.0 10.3 5,040.6
1956 5,059.7 5,059.7 126.5 13.1 14.8 5,188.2
1957 4,859.5 4,859.5 127.8 16.7 6.6 4,999.1
1958 4,246.4 4,246.4 149.9 18.4 8.5 4,408.3
1959 4377.1 4377.1 321.4 22.7 9.7 4,713.9
1960 4,403.8 4,403.8 137.8 16.8 10.6 4,550.5
1961 4,076.5 4,076.5 127.6 14.7 10.1 4211.2
1962 3,990.8 3,990.8 129.3 15.3 9.8 4,128.1
1963 3,954.8 3,906.7 113.7 18.1 15.7 4,026.7
1964 4210.9 3,890.4 75.9 17.4 20.1 3,968.6
1965 4,139.5 3,794.1 63.5 16.2 23.1 3,856.5

' Taxable payroll for employees age 65 and over is excluded in 1937-1938.
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Table 4. -- Summary of Accrued Taxable Payroll Calculations Under ACA, 2013-2020

(in millions)"

Additional Medicare Tax Final HI ACA Shortfall
Compensation Accrued Shortfall Adjustment

Year Regular Miscellaneous Payroll Amount Date’
2013 $592.1 $1.1 $593.1 $1.2 Dec 2015
2014 839.5 12.1 851.6 1.4 Dec 2016
2015 624.1 0.0 624.1 1.7 Dec 2017
2016 628.4 0.7 629.1 1.8 Dec 2018
2017 655.6 1.2 656.8 2.4 Dec 2019
2018 403.6 0.0 403.6 1.8 Dec 2020
2019 444.0 0.0 444.0
2020 317.7 0.3 317.9

! Numbers may not add up due to rounding.
* Difference between payroll taxes actually collected and the amount that would have been collected under FICA.

? Adjustments are scheduled for December of the second year after the year for which the tax is collected.
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Part I1. 2020 Gross Earnings Sample for Financial
Interchange Payroll Calculations

Design of the Sample

All railroad employers were asked to report the 2020 gross earnings of a one-percent sample of their
employees. Sample employees were those with social security account numbers ending in "30". Employers
with 5,000 or more employees were asked to supply monthly or quarterly gross earnings data for the sample
employees. Smaller employers could supply monthly, quarterly or annual gross earnings figures. The full
2020 gross earnings one-percent sample consisted of 2,207 records.

The gross earnings sample is used to determine the dual coverage payroll adjustment, the inflation factor for
calculating the HI payroll, and the quarterly payroll distribution estimate.

A comparison of the average RRA creditable compensation (exclusive of miscellaneous compensation) and
average service months for all employees based on the tabulation of all 2020 creditable earnings records
and the gross earnings sample is as follows:

Number of Average Average Months

Employees Compensation of Service
All employees .........cooevieinininennnn.n. 225,901 $76,563 10.42
Gross earnings sample .................... 2,207 $77,345 10.51

In addition, the representation of the universe by the sample was checked by means of Chi-square tests
applied to distributions of employees by service months and by compensation (excluding miscellaneous
compensation) creditable under the RRA. The Chi-square statistics of the gross earnings sample versus the
expected numbers based on 100-percent data were tested at a 95-percent credibility level.

Results are shown in the following table.



70

Gross Gross
Service earnings Expected Taxable earnings Expected
months sample number compensation sample number
Total 2,207 2,207 2,207 2,207
0 91 88 Under $5,000 100 98
1 35 35 $5,000-$9,999 39 42
2 26 31 $10,000-$14,999 30 33
3 25 29 $15,000-$19,999 23 29
4 22 31 $20,000-$24,999 24 28
5 28 34 $25,000-$29,999 25 29
6 40 38 $30,000-$34,999 29 33
7 33 43 $35,000-$39,999 32 36
8 41 39 $40,000-$44,999 44 45
9 54 51 $45,000-$49,999 44 53
10 76 75 $50,000-$54,999 63 67
11 75 91 $55,000-$59,999 75 87
12 1,661 1,622 $60,000-$64,999 126 119
$65,000-$69,999 192 174
$70,000-$74,999 186 166
$75,000-$79,999 151 146
$80,000-$84,999 119 132
$85,000-$89,999 131 122
$90,000-$94,999 119 113
$95,000-$99,999 105 104
$100,000-$104,999 84 92
$105,000-$109,999 77 81
$110,000-$114,999 78 68
$115,000-$119,999 63 54
$120,000-$124,999 48 45
$125,000-$129,999 39 36
$130,000-$134,999 23 30
$135,000-$137,699 15 20
$137,700 123 125
Degrees of
freedom 12 28
Chi-square 11.606 21.622
95% Threshold 21.026 41.337

The above Chi-square values are below the acceptable limit defined by the 95-percent credibility level.
From this, and the comparison of averages, it may be concluded that the 2020 gross earnings sample
adequately represents the universe of employee data and should produce valid estimates.
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Sampling Errors in Financial Interchange HI Tax Calculation

It is estimated that accrued HI taxes (excluding ACA amounts) on railroad payrolls in calendar year 2020,
had railroad employment been covered under HI, would have amounted to $521.7 million. The estimate
was obtained by applying the HI tax rate to the RRA taxable payroll after it was adjusted to include
compensation in excess of the OASDI limit. The estimated 95-percent confidence interval for this
adjustment was +/- $4.6 million. Since the RRA total taxable payroll is available on a 100-percent basis,
this is the only error inherent in the estimate. Thus, the 95-percent confidence interval for 2020 HI taxes
was $517.1 million to $526.3 million.

The adjustment calculation uses the following definitions:

A = estimated difference between payroll under the RRA annual creditable limit and
total HI taxable payroll

X; = HI taxable payroll for sample account i

Yi = RRA creditable payroll for sample account i

N = universe number

n = sample number

B = Universe amount of RRA creditable payroll

The formula for the adjustment amount, A, is:

A= Li=1 — 1] B
Nn y
i=1 Y
This calculation gave A = $527.7 million.

The standard error Sa associated with this estimate is computed from the formula:

$2 = ZEIX—_IL)) ZXZ + RZZY2 —ZRZXY

where

n
i=1Xi

n
i=1 i

R =

The standard error computed by the formula was $81.6 million. The 95-percent confidence interval was
$367.8 million to $687.5 million.
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