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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 2022. 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

DETEEMINATION PURSUANT TO SECTION T{c)(2)
OF THE RATT ROAD 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, 2022, the subtraction of $5.516,300,000 from the Federal Old-
Age and Survivors Insurance Trust Fund and $59.100,000 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 emplovee 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 §5,516,300,000 for the Federal Old-Age and Swrvivors Insurance Trust Fund is based
on expenditures of $7,703.900.000 in benefit payments, $13,100,000 in administrative expenses, less payroll
taxes of $1.930,600,000 and net income taxes of $360,700,000, plus net interest of $90,600,000. The amount
of $59,100,000 for the Federal Disability Insurance Trost Fund is based on expenditures of $384,300,000 in
benefit payments, $4,200,000 in administrative expenses, less payroll taxes of $327,900,000 and net income
taxes of $4 400,000, plus net interest of $2,900,000.

It iz understood by the Acting Comvmissionet and the Board that the determination of the amounts
specified herein is made without prejudice to setflement of any vnresolved guestions 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 purstant to such section.

IN WITNESS WHEREOF the Acting Commissioner of Social Security and the Failroad Eetirement
Board, by its Secretary to the Board, have hereunto set their respective hands and caused, respectively, the
seals of the Social Security Admimistration and the Railroad Retirement Board to be affixed.

Social Security Administration

I|I { |r [ i II_
Ay Aafaimy,
/ )
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Acting Commissioner of Social Security
52612023

Date signed

Applying my electronic signature here 15 the
Equivalent of my hand-written signature and
certification of the contents of the reports.

Railroad Retirement Board
HLVARD R e
FOR. THE EOARD
Secretary to the Board
May 4. 2023
Date signed

Applying my electronie signature here 1= the
Equivalent of my hand-written signatore and
certification of the contents of the reports.



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
Secretary of Health and Human Services and the Railroad Refirement Board have determined that, as of the
close of the fiscal year ended September 30, 2022, the addition of $582,100,000 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 $582,100,000 for the Federal Hospital Insurance Trust Fund is based on payroll taxes
of $568.500,000 and net income taxes of $6,600.000, less administrative expenses of $1,000,000, plus net
interest of $8,900,000.

It 1s understood by the Secretary and the Board that the determination of the amounts specified herein
is made without prejudice to seftlement 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 authonity vested in them by the Secretary of Health and Human Services, and the Railroad
Retirement Board, by its Secretary to the Board, have herklmto 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 and Human Services
By N T b 7. \\

Administfator of the Centers for Medicare
& Medicaid Services

June 223023
Date signed

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

Railroad Retirement Board

STEPHAMIE gy sgnad o STEPHAME
By HILLYARD Dt M03.05.04 123031 0500°
FOR THE BOARD
Secretary to the Board
May 4, 2023
Date signed

Applying my electronic signature here is the
Equivalent 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 T{c)(2)
OF THE RATT ROAD 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 Secwrity and the Railroad Betirement Board have determined that, as of the
close of the fiscal year ended September 30, 2022, the amount of $35,516,300,000 if subtracted from the
Federal Old-Age and Swvivers 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 $5,516,300,000 for the Federal Old-Age and Survivors Insurance Trust Fund is based
on expenditures of $7,703,900,000 in benefit payments, $13,100,000 in administrative expenses, less payroll
taxes of $1,930,600,000 and net income taxes of $360,700,000, plus net interest of $90,600,000.

The Acting Comnymissioner of Social Security hereby certifies to the Secretary of the Treasury, pursuant
to the provisions of such section T(c)(2), the amount of $3,576,469, 000 incloding interest of $60,169,000 for
the period October 1, 2022 to the date of certification, for transfer from the Federal Old-Ape and Survivors
Insurance Tmst Fund to the Social Secunty Equivalent Benefit Account.

Certified as of the 2nd davy of June 2023.

IN WITNESS WHEREOF the Acting Commissioner of Social Security has hereunto set their hand
and cansed the seal of the Social Security Administration to be affixed.

Social Security Administration

i f: |I' ! id I.
Acting Commiszioner of Social Security
/262023
Date signed
Applying my electronic signature here is the

Equivalent of my hand-written signature and
certification of the contents of the reports.




CERTIFICATION FUESUANT TO SECTION 7(cH2)
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, 2022, the amount of $39,100,000, if subtracted from the Federal
Disability Insurance Trust Fond, 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 Eailroad 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 $59, 100,000 for the Federal Disability Insurance Trust Fund is based on expenditures
of $384.300.000 in benefit payments, $4. 200000 in administrative expenses, less payroll taxes of
$327,900,000 and net income taxes of $4,400,000, plus net interest of $2,900,000.

The Acting Commussicner of Social Security hereby certifies to the Secretary of the Treasury, pursuant
to the provisions of such section T(c)(2), the amount of $59,743,000, including interest of $643,000 for the
period October 1, 2022 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 2023,

IN WITNESS WHEREOF the Acting Commissicner of Soctal Security has hereunto set their hand
and caused the seal of the Social Security Administration to be affized.

Social Security Administration

I |'II I"}, 3 ||_
By A iy K [arey,
Acting Commissioner of Social Security
52612023
Date signed
Applying my elsctronic signature here 15 the

Equivalent of my hand-written signature and
certification of the contents of the reports.




CERTIFICATION PURSUANT TO SECTION 7(=)(2)
OF THE RAILROAD RETIREMENT ACT OF 1974, A5 AMENDED

Pursuant te the provisions of section 7(c)(2) of the Ralroad Retwement Act of 1974, a5 amended. the
Secretary of Health and Human Services and the Railroad Retirement Board have deteroned that, as of the
close of the fiscal yvear ended September 30, 2022, the amount of $382,100,000, if added to the Federal
Hospital Insurance Trust Fund, would place such Fund 1n the same posiion in whech 1f would have been 1f
service as an emplovee after December 31, 1936, covered by sa1d Railroad Retirement Act, had been included
m the term "emplovment” as defined m the Social Secunty Act and mn the Federal Insurance Contbutions
Act

The amount of $582. 100,000 for the Federal Hosmital Insurance Trust Fund 15 based on payroll taxes
of 568,500,000 and net income taxes of 56,600,000, less administrative expenses of £1,900,000, plus nst
mterest of 58,900,000,

The Ealroad Fetirement Board herebw certifies to the Secretary of the Treaswry, pursuant to the
provisions of such sechon T(el2), the amount of 5588449 000, compnised of 5573, 200,000 i primeipal, net
mterest of S8 900,000 through September 30, 2022 plus 56,343 000 m interest for the period October 1,
2022 to the date of ceritfication, for fransfer from the Secial Secunty Equrvalent Benefit Account to the
Federal Hospetal Insurance Trost Fund.

Certified as of the 2nd day of June 2023.

IN WITNESS WHEREOFT the Secretary to the Board of the Failroad Fetirement Board, actng herein
by vrtue of auwthonty vested 1 them by the Ealroad Retrement Board, has hereunto set thew hand and
caused the seal of the Balroad Retirement Board to be affixed.

Railroad Eetirement Board

STEFHAMIE ﬁ#&qﬂd by STEPHARE
By HILLYARD Db 00300 1229000 40007
FOR THE BOAERD
Secretary to the Board
May 4, 2023
Diate signed

Applying my electromic signaire hess iz the
Egquivalent of my hand-written signature and
certification of the contents of the repors.
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RESULTS OF DETERMINATION THROUGH FISCAL YEAR 2022

RRB-SSA-CMS Financial Interchange
Results of Determination through Fiscal Year 2022

As of September 30, 2022, the Social Security Equivalent Benefit Account (Account) was due $5,516.3 million
from the OASI Trust Fund and $59.1 million from the DI Trust Fund; $582.1 million was due from the Account
to the HI Trust Fund. With the inclusion of interest to June 2, 2023, the anticipated date of transfer, the amounts
to be transferred are $5,576,469,000 from the OASI Trust Fund, $59,745,000 from the DI Trust Fund and
$588,449,000 to the HI Trust Fund. This will result in a net transfer of $5,047,765,000 to the Account.

The results of the calculations, including adjustments, for fiscal year 2022 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, 2021 .....ouviuiiiiieieiietieeeeeeee ettt ettt e et eaeas $5,258.4
Plus:  Benefit PAYMENLS ......ccveeiiiitieiiieiieiie ettt ettt ev e v veesteestaestneeaveens 7,703.9
AdMINISLIAIVE EXPEIISES ..uveereriierieerreeetreerreesreeetreesseessseeessseesssessssseessesssseeenes 13.1
INEETESE ..ttt s 148.0
Less: Payroll taxes at OASI rates on railroad payroll...........cccocvevvvevienienieeiieiiecnens 1,930.6
Income taxes (after Treasury reconciliation)...........cceceeeveevreenieenieneeseeeneeneens 360.7

Transferred to Social Security Equivalent Benefit
Account on June 2, 2022 (principal of $5,258.4 million,

plus interest of $57.4 MIllioN).........ccoviiviiiiiieececee e 5,315.8

Amount due to Social Security Equivalent Benefit Account:
September 30, 2022 .....ocuiiieivieeieie ettt ettt ettt ettt e et re et e reeraenbeereennens $5,516.3
June 2, 2023 (including interest at 1.625 percent) ........coceeveevereereeneneenenenieeneneenne. $5,576.5

DI Trust Fund

Amount due to Social Security Equivalent Benefit Account:
SeptembeEr 30, 2021 ..c.viivieieciieeieie ettt ettt ettt ettt e et re e e ereerreteereeanens $153.9
Plus:  Benefit PAYMENLS ......ccceeeiieiiieiieriie ettt ettt ettt st e e e ssaesseesnnesnneens 384.3
AdMINISLIAIVE EXPEIISES ..uveereriierirerreeetreerreesteeestreesseessseeessseesssesessseesssesssseeenes 4.2
INEETESE ..ttt s 4.6
Less: Payroll taxes at DI rates on railroad payroll ...........cccccevveeviiviienienienieniecie e, 327.9
Income taxes (after Treasury reconciliation)...........c.ccceeeeveevreenieeneenieesieeneeneans 4.4

Transferred to Social Security Equivalent Benefit
Account on June 2, 2022 (principal of $153.9 million,
plus interest of $1.7 MIlLION).....c.ccovevviiiieiiiiieieiececeee et 155.6

Amount due to Social Security Equivalent Benefit Account:
September 30, 2022 .....ocviiieiierieieeieee ettt ettt et ettt et re b e sreetsenbeereennens $59.1
June 2, 2023 (including interest at 1.625 PEICENt) ........ccveevveerveereerieereereereereeseeenens $59.7



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

SeptembEr 30, 2021 .....oiiiieieiieieee ettt ettt ettt ettt et ettt e te et eebe b et e reenneeas $510.3
Plus:  Payroll taxes at HI rates on railroad payroll..........c.cccevieviienciencieeciiecieeeeeee, 568.5
Income taxes (after Treasury reconciliation)............ccceeeeeveesreevieereeereenreenieennn. 6.6

INEETESE ...ttt 14.5

Less:  AdMINIStrative EXPEISES ...eevvrervrerreereereerteesseesresseesseeseesseesseesssessessesssesssesssees 1.9

Transferred to HI Trust Fund on June 2, 2022
(principal of $510.3 million,

plus interest of $5.6 MIllION) ..c..ooveieiririiiiiieeeeeee e 515.9

Amount due to HI Trust Fund:
September 30, 2022......c..oiiieieiirieeierte ettt aes $582.1
June 2, 2023 (including interest at 1.625 PEICENL) .......cccverviereerieerieeriiesreereereereeeeeens $588.4

The net payment of $5,047.8 million due the Social Security Equivalent Benefit Account is $92.3 million more
than the previous determination. This increase consists of the following changes: an increase of $406.9 million
in benefit payments, offset by increases of $214.4 million in payroll tax revenues and $86.3 million in income
tax revenues, as well as decreases of $1.5 million in administrative expenses and $12.4 million in total interest.

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

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 5.3 percent, or $406.9 million, to $8,088.2 million from the previous
determination amount of $7,681.3 million. Even with a declining number of beneficiaries each year, higher
wages for more recent retirees have resulted in larger benefit awards. Furthermore, cost-of-living increases of
1.3 percent and 5.9 percent were applied to all benefits in fiscal year 2022 for the first 3 months and last 9
months, respectively.

Payroll Taxes
The combined payroll tax amount creditable to the OASDHI Trust Funds increased by 8.2 percent, or $214.4

million, to $2,827.0 million from the previous determination amount of $2,612.6 million. This increase was
primarily due to wage increases and a higher taxable wage limit. The average employment level increased
from 187,000 in fiscal year 2021 to the preliminary level of 188,000 in fiscal year 2022.

Income Taxes

Federal income taxes credited to the OASDHI Trust Funds increased by 30.2 percent, or $86.3 million, to
$371.7 million from the previous determination amount of $285.4 million. There were no reconciliations of
Treasury OASDI and HI in the current determination, while the previous determination reflected OASDI and
HI reconciliations for calendar years 2015 and 2016.



Administrative Expenses
Administrative expense reimbursements decreased by 7.2 percent, or $1.5 million, to $19.2 million from the

previous determination amount of $20.7 million. OASI administrative expense reimbursements decreased
from $16.3 million to $13.1 million due primarily to a decrease in new OASI enrollments that was offset by
an increase in unit costs. DI administrative expense reimbursements increased from $2.5 million to $4.2
million due to increases in new DI employee enrollments and in the unit costs. HI administrative expense
reimbursements remained unchanged at $1.9 million, as the increase in unit costs was offset by a net decrease
in new enrollments.

Interest Charges

Total interest charges to the OASI, DI and HI trust funds decreased by $13.7 million to $138.1 million, from
the previous determination amount of $151.8 million. The decrease in interest charges was primarily due to
fewer DI prior year adjustments. The decrease was also due to a decline in interest rates used to credit the
OASI and DI Trust Funds, while the interest rates used to credit the HI Trust Fund rose in fiscal year 2022.
The net decrease in total interest charges was $12.4 million after adding $1.3 million for additional interest
through the June 2023 transfer date.
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EXHIBIT 1 - BENEFIT, ADMINISTRATIVE 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.
Aucxiliary 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 2021 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 2021 totaled $74,156,001 and the
inflated amount was $7,415,083,214. The standard error of the OASI inflated amount was $54,710,759
and the 95-percent confidence interval for the amount of OASI benefits was $7,307,850,126 to
$7,522,316,303.

The uninflated amount of additional DI benefits accrued in 2021 was $3,354,793. The inflated amount
was $380,019,177. The standard error of the DI inflated amount was $10,640,751 and the 95-percent
confidence interval for the amount of DI benefits was $359,163,304 to $400,875,049.

The preliminary estimates of additional benefit payments in January-September 2022 were made largely
on the basis of the net sample amounts in current-payment status at the end of 2021. Allowances were
made for lump-sum payments and the effect of family composition factors. The estimated accrued
benefit amounts payable in the 9-month period were $5,799 million in OAST and $270 million in DI
benefits. These figures will be superseded in the next determination by a calendar year 2022 estimate
based on the one-percent sample.

Adjustments were made to the benefit calculations for years prior to 2021. 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 increased benefits by $16,997,000 for calendar years 1998-2020
and DI adjustments increased benefits by $9,193,000 for calendar years 2019-2021.

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 1999-2021.

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 71* determination.

Administrative Cost 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 $19.7 million for 2021 (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.
Table 9 shows the 2021 OASI and DI administrative cost calculations. The 2021 HI administrative cost
calculation is shown in Table 9a.

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 1984-2021 and January-
September 2022. Table 10a shows the results of the HI calculations for calendar years 1994-2021 and
January-September 2022.

Interest Charges Calculations

Interest charges on income taxes, administrative expenses, 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 2022 are 1.17491% and
1.15070% for the OASI Trust Fund, and 1.32383% and 1.31214% for the DI Trust Fund. The interest
charges for the current determination reflect a cumulative interest accrual on $17.0 million in OASI prior
year benefit charges and $9.2 million in DI prior year benefit charges.
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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 2021
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 II
)-(D+(3)-(9) (5)+(6) 2)-)+3)+10)-(6)

(D7) ) @-(5)

62 .0226 L

63 1.0242

64 .0226 .

65 1.0185 1.0142 1.0174
66 1.0152 1.0126 1.0156
67 1.0146 1.0134 1.0153
68 1.0136 1.0127 1.0143
69 1.0125 1.0110 1.0133
70 1.0105 1.0097 1.0114
71 1.0101 1.0101 1.0107
72 1.0095 1.0100 1.0100
73 1.0091 1.0107 1.0093
74 1.0084 1.0111 1.0084
75 1.0082 1.0112 1.0080
76 1.0077 1.0126 1.0075
77 1.0075 1.0130 1.0071
78 1.0069 1.0138 1.0065
79 1.0067 1.0152 1.0062
80-84 1.0060 1.0182 1.0054
85 and over 1.0045 1.0149 1.0040

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 2021
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 11
M)-(D+(3)-(9) (5)+(6) (2)-(5)+H3)+(10)-(6)

(D-(7) ®) -5

62 1.oos4 .

63 rooso L

64 lL.oos4 L.

65 1.0043 1.0039 1.0037
66 1.0038 1.0031 1.0036
67 1.0037 1.0020 1.0036
68 1.0036 1.0027 1.0035
69 1.0032 1.0033 1.0032
70 1.0026 1.0029 1.0027
71 1.0025 1.0030 1.0026
72 1.0023 1.0023 1.0023
73 1.0021 1.0037 1.0021
74 1.0018 1.0024 1.0019
75 1.0018 1.0019 1.0019
76 1.0016 1.0018 1.0017
77 1.0015 1.0017 1.0016
78 1.0013 1.0014 1.0014
79 1.0012 1.0019 1.0013
80-84 1.0010 1.0022 1.0011
85 and over 1.0005 1.0023 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, 2021

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 351,218 3,497 $74,156,001 $2,051,930,310,075
1 22,048 215 4,996,875 133,463,009,634

2 5,996 60 1,196,352 27,538,094,964

3 12,930 128 2,907,243 75,528,361,473

4 25,513 256 7,007,244 218,033,378,674

5 51,659 541 15,790,508 522,232,158,165

6 40,844 424 13,076,841 453,140,579,456

7 8,664 78 1,103,880 19,326,821,659

8 11,268 113 1,835,338 35,234,109,810

9 14,543 134 2,524,682 55,640,755,744
10 23,718 223 4,228,205 95,711,884,220
11 24,498 227 4,438,336 103,782,696,800
12 752 11 180,234 3,464,084,842
13 3,029 31 218,810 2,643,857,694
14 7,753 83 978,052 16,194,509,294
15 28,530 292 3,834,212 68,563,715,300
16 14,793 150 1,974,528 38,091,968,384
17 12,628 131 2,088,795 43,087,244,759
18 11,070 101 1,552,160 34,976,913,012
19 11,067 118 2,078,136 48,936,184,984
20 4,709 45 432,584 5,727,859,508
21 3,436 38 507,161 8,595,752,029
22 5,439 40 1,184,741 41,996,967,919
23 6,031 55 14,025 ---
24 300 3 7,059 19,401,752

" For description of strata, see Table 4.

2.
Universe and sample numbers exclude 2,995 and 34 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

=1 ' j=1

24 n; n; 2
Sz_zw ey 2 Zx..
© Lnfn -1 | Tt &Y

=1 Jj=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, 2021

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 X5
Jj=1 =1
Total’ 15,310 135 $3,354,793 $91,868,728,481
1 5971 56 1,325,340 35,118,128,948
2 4333 40 1,085,697 30,589,613,345
3 2,419 18 431,749 11,722,030,147
4 2,587 21 512,007 14,438,956,041

I For description of strata, see Table 4.

% Universe and sample exclude 7,094 and 78 disability annuities, respectively, composed largely of annuitants denied

a disability freeze. Of these, 3,654 and 42, 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:

4 n;
N;
A: —* xl]
i=1 ' j=1
2
n; n;
$2 ZNI(Ni—nl) I Z"
a 2 i i ij
ni(n; — 1) LY\ L
= Jj=1 Jj=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 6. -- OASI Benefit Payments, 1937-2021, Including Adjustments, on an Accrual Basis

Benefit Payments
Before Adjustments Adjusted Benefit

Year (Accrual Basis) Adjustments ! Payments
Total $236,644,822,774 $16,997,142 $236,661,819,916
1937-1970° 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 (177,301) 4,822,083,266
1999 4,796,837,227 (510,903) 4,796,326,324
2000 4,819,396,869 63,931 4,819,460,800
2001 4,849,956,379 67,803 4,850,024,182
2002 4,855,267,294 69,530 4,855,336,824
2003 4,884,810,004 69,822 4,884,879,826
2004 4,860,606,010 49,149 4,860,655,159
2005 4,937,109,169 53,325 4,937,162,494
2006 5,083,984,802 53,219 5,084,038,021
2007 5,203,300,832 54,361 5,203,855,693
2008 5,313,538,200 55,546 5,313,593,746
2009 5,650,734,517 59,644 5,650,794,161
2010 5,684,729,591 61,212 5,684,790,803
2011 5,786,022,106 61,791 5,786,083,897
2012 6,058,954,676 66,300 6,059,020,976
2013 6,205,628,521 65,549 6,205,694,070
2014 6,375,737,790 66,518 6,375,304,308
2015 6,542,357,090 67,613 6,542,924,703
2016 6,625,308,999 1,361,640 6,626,670,639
2017 6,727,387,601 3,054,209 6,730,941,810
2018 6,937,093,728 3,159,384 6,940,253,112
2019 7,129,278,380 3,674,323 7,132,953,203
2020 7,294,586,424 5,449.477 7,300,035,901
2021 7415,083,214 --- 7415,083,214

! 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, 1957-2021, Including Adjustments, on an Accrual Basis

Benefit Payments
Before Adjustments Adjusted Benefit

Year (Accrual Basis) Adjustmentsl Payments
Total $18,969,481,454 $9,192,604 $18,978,674,058
1957-1988 3,259,212,386 --- 3,259,212,386
1989 197,808,413 --- 197,808,413
1990 193,549,099 - 193,549,099
1991 220,959,582 - 220,959,582
1992 236,428,705 --- 236,428,705
1993 248,711,444 - 248,711,444
1994 248241,221 - 248,241,221
1995 264,253,680 --- 264,253,680
1996 273,960,615 --- 273,960,615
1997 305,988,787 - 305,988,787
1998 314,356,909 - 314,356,909
1999 341,730,308 - 341,730,308
2000 371,011,014 - 371,011,014
2001 398,667,514 - 398,667,514
2002 446,908,210 - 446,908,210
2003 534251811 --- 534,251,811
2004 566,765,951 - 566,765,951
2005 591,239,641 - 591,239,641
2006 633,338,928 - 633,338,928
2007 681,521,390 --- 681,521,390
2008 691,173,185 - 691,173,185
2009 730,077,531 --- 730,077,531
2010 738,159,883 --- 738,159,883
2011 736,004,195 - 736,004,195
2012 741,137,300 - 741,137,300
2013 715,777,195 - 715,777,195
2014 697,701,193 --- 697,701,193
2015 662,589,532 - 662,589,532
2016 620,484,109 - 620,484,109
2017 533,952,390 --- 533,952,390
2018 513,509,456 - 513,509,456
2019 466,088,874 2,367,634 468,956,508
2020 413,901,325 1,848,083 415,749,408
2021 380,019,177 4,476,887 384,496,064

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

2 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

Part I11.
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Part1V. Summary of Income Tax Calculations

Table 10. -- Financial Interchange OASDI Income Tax Transfers, Calendar Years 1984-2021 and
January-Se ptember 2022

(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 77.0 67.0 334 29.1 67.0 65.0 2.0
1986 69.0 70.4 29.3 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 32.4 33.2 3.5 4.2 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 3.5
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 4.4
2013 199.0 200.2 230.0 2314 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 292.0 294.7 294.7 287.6 7.1
2018 255.0 257.7 289.9 288.6 1.3
2019 267.0 268.9 268.9 264.0 49
2020 289.0 292.6 292.6 287.9 4.7
2021 327.0 334.4 313.2 312.6 0.6
1/2022 - 9/2022 257.0 262.2 262.2 259.2 3.0

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

The FI Amount is the total original Treasury transfers multiplied by a ratio of <7
SSEB Benefits

)for the appropriate year.
Revised Total Amount and FI Amount based on subsequent reconciliations.

3

* 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.
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Table 10a. -- Financial Interchange HI Income Tax Transfers, Calendar Years 1994-2021 and
January-September 2022

(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 55.2 42.0 42.1 0.2
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 177.0 178.8 165.0 166.7 1.9
2017 180.0 181.9 1.9
2018 176.0 177.8 1.8
2019 165.0 166.5 1.5
2020 194.0 195.9 1.9
2021 197.0 200.5 33
1/2022 - 9/2022 230.0 234.9 4.9

! 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 (%) for the appropriate year.
enefits
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

L .

T\

ﬂ:)"a\,-,_l‘ r-,:[\'\\:-

SOCIAL SECURITY
Office of the Chief Actuary
March 14, 2023

Mr. Eeith T. Sartain
Chief Actuary
Railroad Retirement Board
844 North Rush Street

Chicago, lllinois 60611-2092
Dear Mr. Sartain:

This letter provides the items you requested for use in the 717 financial interchange determination in your
letter to us dated January 17, 2023.

Below we present the effective interest rates earned by the Old-Age and Survivors Insurance (OAST) and
Disability Insurance (DI) Trust Funds in calendar year 2022 on a semiannual and annual basis.

Penod 0ASI DI
Jamuary-June 2022 1.17491% 1.32383%
July-December 2022 1.15070% 1.31214%
Calendar year 2022 233922% 2.65285%

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 vear 2021 and preliminary factors for 2022. The final factors for 2021 are
identical to the preliminary factors we provided in our most recent prior letter dated March 18, 2022,

Aftachment B provides a table summarizing the operations of the OASI and DI Trust Funds for December
2022 and calendar year 2022, based on data from the Department of the Treasury and OFPO. The format
of the table is consistent with the table for calendar year 2021, which we sent in our letter dated

March 18, 2022. In calendar year 2022, the general fund transferred $183 million to the OASI Trust Fund
pursuant to the section 4003(3) of Public Law 116-36, the Coronavirus Aid, Relief, and Economic
Security Act (CARES Act). Section 4003(e) of this act provided for loans to businesses and State and
local governments to assist in alleviating losses incurred as a result of the COVID-19 pandemic. This
section further specified that a portion of proceeds from repayments of these loans be transferred to the
OASI Trust Fund. This amount is included with the line labeled “Transfer due to section 4003(e) of P.L.
116-136".

In September 2022 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 2021 taxable
maximum. The entire amount of these refunds is included on the line labeled “Multi-employer tax
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 2022.

SOCIAL SECURITY ADMINISTRATION BALTIMORE. MD 21235-0001
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Calendar year 2022 data on cyclical payments by payment method are available on the mternet at
https:/wwnw.ssa. gov/oact progdata‘payment html. For consistency with our treatment of accelerated
benefit 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 uneollectible overpayments to total benefits are in Attachment C. Such
ratios are to be used as linuts on the amount of estimated uncollectible overpayments to be added to
benefit payments chargeable to the Social Security trost funds through the financial interchange. as
described in the Angust 2. 2004, letter from Stephen C. Goss to Frank Buzzi. Similar to such data for
calendar years 2020 and 2021, the amount of uncollectible overpayments in 2022 i1s significantly higher
than in years prior to 2020. Based on previous discussion with OFPO, this higher level is due to a special
initiative undertaken by S5A during 2020.

If you require further information about any of this information, please let us kmow.

Sincerely,

Y/ 4/

WLV i

Michael Stephensz, A S A

Supervisory Actuary
Attachments: A-C

ce: Stephen C. Goss
Earen P. Glenn
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Attachment A
SOCIAL SECURITY
MEMOERANDUM
Date: March 13, 2023 Refer To: SINN1
To: Supervisory Actuary
Office of the Chief Actuary
From: Director
Office of Finance
Subject:  Workload Unit Cost Factors for the SSA-Railroad Retirement Board (REB) Financial
Interchange (Your Memo, 01/19/23)}—INFORMATION
This memorandum transmits and documents the final calendar year (CY) 2021 and preliminary
CY 2022 unit cost factors for use in the SSA-RRB financial interchange. The CY 2021
calculations have not changed from those transnutted last yvear. The CY 2022 calculations will
be revised only if necessitated by any future recalculations of the fiscal year 2022
administrative costs.
The unit costs are as follows:
CY 2021 CY 2022
Workload Final Preliminary
0ASI Maintenance of Eamings Accounts s 0.369027 ] 0.368570
DI Maintenance of Eamings Accounts g 0.052543 5 0.050045
HI Maintenance of Eamings Accounts $ 0.121834 5 0.120823
OASI Initial Enrollment —Wage Earners S 533260364 §  512.169822
DI Initial Enrollment — Wage Earners $ 2.000848810 $ 2237374224
HI (OASI Related) Initial Enrollment — Wage Eamers  § 74.966372 $ 74.223950
HI (DI Related) Imitial Enrollment— Wage Earners £ 561.961462 §  623.204957
OASI Initial Enrollment — Auxiliaries € 483324500 § 477177422
DI Initial Enrollment — Auxiliaries $ 3.067.152066 $ 3200075842
HI (OASI related) Initial Enrollment — Auxiliaries g 67.045197 s 69.152831
HI (DI related) Initial Enrollment — Auxiliaries $  B20.831364 $ 010185214
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CY 2021 CY 2022
Workload Fimal Preliminary
OASI Maintenance of the REolls g 19.183311 g 18.581268
DI Maintenance of the Rolls b 54256193 g 56.626123
HI (OASI Related) Maintenance of the Rolls g 0.370365 g 0.397749
HI (DI Related) Maintenance of the Rolls < 4227535 g 5.680824

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 (4107 966-9452.

Stephen S "

H I I Date: 2023.03.13
u 10:27:07 -04'00'
Stephen Hull
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Financial Otperations of the (2AS1 and DI Trust Funds, December 2022

Attachment B

Hd-Agpe and Swrvivors Insurance Trust Fund

Totalincome

Payzall tax comtributions
Multi-employer tax nefimd

Netpayrall tax contributians
Rembur sement incems tax oodits
Rembursement due to L. 111-312, 11278, and 11295
Transfer due to section 400 Me) af PL. 115135

Clemeral Fumd rembursement subtotal

Inccene from bene It xation
Imterest on mvestments
Imerest on rembursemens

Inferest subtotal

Gifts & miscellansous incame

Total cost
Benelit paryments
Bembur sements {uncashed checks & misc. )
Yocational retubilfation payments
Hemeafits subtotal
58A-KRB Financial Interchange
Treasury administrative expenses
S5A galries & expemnses
Constructicn
Oifzcting miocllancous income
Pemzion reform rembursement
Rembur sement for 354 cpensies
Adbministrative expenies subtatal
Metincrease in msel reseryes
Undsbursed balance

Invested agset resarves (boak value)
Amsel reserves al end ol month

Current month
113,011,592 87578
B4, 086, 4820424
il

B4, 086, 2820424
ELTLAE |

ABI564

L]

1042452
21,754,661.90
28,903, 198,04923
E0,53559
28,903, 578,584.82
100000

92,174,539,761.23
91,824, 18T 40441
-4,056,43533
1,420463.55
91,827,951 83243
000
74,393957.05
27543555100
2,699.636.00
JA31HH268
SETETRIA
-1,041,65283
350, 587,930.40

20,837,053,11255

-19,502,04554
2,711,91 K 658 000,00
2,711,899, 15595446

i o date
£265 073 464,393 30
221 422 248, 204.24
0.00

221 422 248, 204.24
3,589, 18

43566

163,247, 06198
183,258,386, 80
12,686,641,135.20
30,780,347 009.79
T4(,535.59
30,781,327,545.38
9,121.68

276,803 K21,355.19
275,831 405 634 42
212,419 658,69
5,272, 77,43
275,825 348 15403
0.00

198 K15,567.55

768 349 754 00
13,49%,178.00
-581,157.42

56T 6TH 14

1,041 652 83

978 473,001.16

-11,730,336,961. 89

-19,502 04554
2,711 915 658 000,00
2,711, 899,155 954 46

Calendar year o date
51,056,718,211,764 00
950326917 282 54

-8 402968 400.00
Q45921048 BR2 54
1015087

13941323
183,247 961 9%
153397 526.08
47,071,414,137.90
GRSIRIBE 43270
445,162 24
63539433 5% 94
17,622 54

1,097454,844 892 42
1,08K,1 70,392 055 09
-52,772,891 %0
22870,122.71
1,088,1 40,489 285 00
5315,756,000.00
62832132309
1240718 K35 83
#6,752,737.52
-B26,442 52

-1921 622 59
3445224 81
3,998,599 506 42

A0,736,633,128 42

-19,502,045 54
2,711,891 K656 000,00
2,711,899,155 954 46

Disability Insurance Trust Fund

Current month to date Calendar year to date

Totalincume B15,581, 643814 SH,I':‘E,&I,I]’:‘I].'DS 5165063485 281 47
Payzall tax comtributions 14,294, 955,7 5045 37,615,955,750L65 161,424,406 K95 06
Moulti-cmngp boyer tax rofund i RRE 744,193 60000

Net payrall tax contributions 14,294,955 75065 37,615,955 750,65 160,678,213 295 06
Rembursement incoms tax oredis 34217 MH2I17 6937
Rembursement due fo PL. 111-312, 112278, and 11296 116078 1,160.78 2367400

(Gemeral Fund reim bursement subtotal 150295 1,502.95 2464337
Inoame from bene it taxation 261,266.10 425 K56,854.00 1,552,585 360.30
Interest an mvestment 1,286,266612246 1,433,632 657,17 2R340,745 85599
Imterest an remmbursements 21130418 21130418 1812 58812

Interest subtotal 1286, 47791544 1,433 843 963 35 2 K32 55844411
Gifts & miscellancans incame R 600000 1B 54083
Total cost 1205505625244 36,17H,540,032 42 146,469,896 792 46
il 11,813,152 254405 35,492,365, 143, 18 143475240 909 85

Rembir sements {uncashed checks & misc ) 2412614467 -6 652 641. 70 27949 246 59
Vocatiomal rehabil tation payments EM1E2691 3Z,007,46TE 44 119,633,172 57

Benefits subtotal 11,819,681 46629 35,517,690,179.92 143566930 836.13
S5A-RRA Fimancial Interchange L] 00 155579.000.00
Treasury administrative cxpmses 12,573,03297 35 575,769.48 109,730,229 28
S8Asaleries & cxponses 220, 57281400 616,211,447.00 2570229 908 .90
Canstruction 1,955 805040 9529 (126.00 63433 53073
Rembursement for $5A apenes “ISES04.70 =158, 504,70 -2508,723.77
Demanstration grajocts LI21A3848 229211472 50200219
Administrative expenses subtatal 235, 374786.15 661,149,852 50 274738695633
Netincrease in assel reserves 3,526, 660,185.70 3,296,524 (38 53 18593588 49121
Undisbursed balance 43 B5563934 -1 K55 639.34 -43 855 639 34
Invesited asset reserves (book value) 118,05 1, 585,000.00 118,031 585 00000 118,03 1,585 00000
Asset reserves al end of munth 117,987, 720,3610L66 117 987,729 360, 66 117.9%87,720 360.66

N

Frum] yoor m doe L2 meonth perid coding Sepoesder 3005 o0 sumsesgey of

el
T Teoes tvatae of e e B Wi el shed by e L50 Assend

Dol o dam
+ Tempemey un colis wer ool by te 1533 Amendsmeansoe Bomeie Dedr mxege vk foeapplable yers). The OAS] and D] Thes Funds ee emsburesd fomthe gerem] Ladof de Teausy for duse mx

A pelanvely seall mmeus of hisimese 5 fos manes of eefiapasln aee-maadan alems (dalucsd Mo seakhly beacfin). The
= e 33 ransTaral oo e st Tusds of the beganng of cach calendar guamer o @ Sl ol bss, wits subse gueet ad s of Toroac tual s mxdata Por et s mleesa ww, pes Jhagpes of Secg] Soc gy

saslo
« The "S5A-RRB Faemewl laem age" & o msm] onsde ooy, the Seewl Seousry Trust Fusdy oad dee Rodeoad Reteese o prograsy Foclal Seonelty Eqadvalent Benalitd coanmy. The teasley compunsd by the
Rakreal Reseses Boad, e desgred topun die Seca] Seeuray Thass Funds e e Gmneal pesitoes [t dey weulibawe bea of raireal anglopmert had always Bozn coverad by Soesl Seousry

o DlBemag T e

il ool ] sty e e e s thie Teust Fusds, wischcon solude selinds pem e, Tos o oo e o due oo dee Teuse Fusds

+ The Bsplejec Retsement oo Seousty Act of [974 moure ha 554 lmsh airmobes o delarel vened banelis i pason plin petopams. The peaenl lind of fe Tramry remsbume te OAS] Thst Find e

dhue cosen moureed by Lmshag e alomsates
el o 8 meel maeves f calalanad on redl e e s Dol sl

2005 Fo sga wl soabey, book walle @ due sase o Buce value

Wi o st Tl bisdds s deen e s ity thie Bl value & fRees Moo dhe Buos value of such secustes The DAS] Thss Fusd sdeosed 0 morirenalde o cus s 8 MNovesbe 1992 D] sale ased 0 ket @ Felruey



43

Attachment C
Ratio of uncollectible overpayvinents to total benefit payments
[Diollar amounts in thousands]
OASI Trust Fund DI Trust Fund
Calendar ~ Uncollectible L otal Denefit Uncollectible 1 otal Denedit
year overpavinents pa}mentsa Eatio overpayments pﬂ}mtsa Ratio
1999 $00.533  $334.383.416 0.0271% $234852 $51.313.271 0.4577%
2000 95 287 352.651.519 0.0270% 264.862 34,920,576 0.4323%
2001 95,808 372.312.043 0.0238% 262,639 59,558,650 0.4410%
2002 116271 388,118,781 0.0300% 342519 63,627,224 0.5219%
2003 114,015 399842083 0.0285% 337982 70885971 0.4768%
2004 115,636 415031484 0.0279% 343713 78,180,163 0.4306%
2005 118455 435325384 0.0272% 367617 835373479 0.4306%
2006 143 851 460,404,904 0.0312% 408 607 92,357,903 0.5400%%
2007 135,954 485,819,057 0.0280% 473,033 99,057,104 0.4775%
2008 190,680 508994214 0.0375% 556,943 106,271,269 0.5241%
2000 169,630 557.101.116 0.0304% 448 360 118298 745 0.3700%
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% 450,078 136,849 501 0.3289%
2013 136,349 672,126,128 0.0203% 385,530 140,046,204 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 143263174 0.1439%
2016 101,350 768,508,740 0.0132% 190,877 142,684 346 0.1338%
2017 180,008 708,686,160 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% 387,767 143,029 039 0.2674%
2020 477,569 952348936 0.0501% 2.546.309 143 466 468 1.7748%
2021 518.071 993,118,329 0.0522% 2413116 139,969,197 1.7240%
2022 411,954 1,088.117.619 0.0379% 1.837 496 143,447,202 1.2810%

? 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 Burean of the Fiscal Service in the
U.S. Department of the Treasury.

Social Security Administration
Office of the Chief Actuary

March 14, 2023
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DEPARTWMENT OF HEALTH & HUMAN SERVICES

Clantars for Madicare & Madicaid Sarviced

7500 Security Boalevard, Mail Stop 00-00-00

Baltimore, Maryland 21244-1850 M

CTNTIRS PO MEDOCARD § MDTHCASD HEVICTS

March 7, 2023

Mr. Carl May

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

Chicago, [linois 60611-2002

Dear Mr. May:

The effective semi-annual rates of interest earned by the HI Trust Fund during the six months
ending June 30, 2022and December 31, 2022, were 1.08 percent and 1.31 percent, respectively.

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

Sincerely,

gt S
Jennifer Lee
CMS/QACT
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SOCIAL SECURITY

Office of the Chief Actuary

December 21, 2022

Mr. Keith Sartain

Chief Actuary

Failroad Retirement Board
844 North Fush Street
Chicago, [llinois 60611-2092

Dear Mr. Sartain:

The attached tables provide estimated benefits in current-pavment status as of December 31,

2021. Table 1 relates to male retired worker beneficiaries and their beneficiary dependents.

Table 2 presents the comresponding estimates for female retired worker beneficiaries. We first
provided table 2 in our letter dated January 19, 2012, per agreement between our offices in
Angust 2011 to revise the application of child and family composition factors.! The attached data
were derived from 100-percent sample data.

Sincerely,

Wt L by

Michael Stephens, A S A
Supervisory Actuary

Craig Feinstein
Actuary

Attachments: Tables 1-2

1 See letter from Stephen C. Goss, dated Augnst 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 1966-2021, 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 2021, including sickness payments and miscellaneous compensation, was
$17,100.9 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, $142,800 in 2021, is the same as FICA.

Prior year adjustments of $4.55 million were subtracted from the RRA creditable payrolls for 1999-2020.
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 2021, the total sample amounts subject to HI and RRA taxes were, respectively, $175,659,590 and
$167,628,437. Therefore, the 2021 ratio for inflating OASDI and HI taxable payroll is 1.0479. 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 2021, the amounts
involved for an affected employee would be combined earnings under both systems in excess of
$142,800 but not in excess of $142,800 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 $70.8 million for 2021 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 $27.5 million for 2021 was computed for these estimates from the formula:

st B -y

Using the standard error, the 95 percent confidence interval was $16.8 million to $124.7 million for 2021.

2

Only the employee tax rates apply to dual coverage refunds. For 2021, the OASI inflated tax refund
amount was $3.75 million and the 95 percent confidence interval was $0.89 million to $6.61 million,
while the DI inflated tax refund amount was $0.64 million and the 95 percent confidence interval was
$0.15 million to $1.12 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 2021 is $17,100.9 million. The HI accrued payroll for 2021 is
$17,111.4 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 2021 was derived from gross earnings data reported by
employers. A shortfall adjustment of $3.0 million was made in December 2021. Table 4 summarizes the
various components that determine the HI ACA payroll and the shortfall adjustment.
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FICA Payroll 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 $142,800 annual limit for 2021 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 2021 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 $129,642,668 100.00 $17,111.4
ISt Quarter ........ooeveiniiiiiii 33,784,220 26.06 4,459.2
2nd Quarter ......ooveiiiiiii 31,972,309 24.66 4,219.7
3rd Quarter ........oiiiiiiii 32,135,953 24.79 4241.9
4th Quarter .......o.ovveiieieiiiiieeeieeeene, 31,750,186 24.49 4,190.6

! 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 HI Payroll
Amount' Distribution (millions)
Total ...ooiiiii $134,140,829 100.00 $17,920.2
IstQuarter .........coooeiuiiiiiiiiiii 34,362,630 25.62 4,591.2
2nd QUATTET ...vvinieieiie e, 32,396,358 24.15 4327.7
3rd Quarter ........o.veviiiiiiii 32,990,186 24.59 4,406.6
Ath Quarter ..........coevviiiiiniiiieen 34,391,655 25.64 4,594.7

! 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 2021 and the resulting distribution of the HI ACA accrued payroll.

Sample Percentage HI ACA Payroll

Amount' Distribution (millions)
Total oo $2,359,584 100.00 $317.9
IstQuarter ......o.ovvvviiiiiiii e, 408,545 17.31 55.0
2nd Quarter .........ooiiiiii 279,876 11.86 37.7
3rd QUArter ...vvveeiee i 408,605 17.32 55.1
4th Quarter ......ooevvvveiiiiiiiiieaeeeene 1,262,558 53.51 170.1

' Numbers may not add up due to rounding.

Preliminary estimates were made of the quarterly accrued payroll for the first nine months of 2022 based
on presumed employment levels and wage increases. Under the OASDI annual limit of $147,000 for
2022, estimated accrued payroll for January-September 2022 was $14,244.8 million. The total HI
estimated accrued payroll for January-September 2022 was $14,704.6 million of which $321.9 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 13200 13200
1975 1,175 14,100 14,100
1976 1275 15300 15300
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
2022 147,000 147,000 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 sixmonths 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 4408.3
1959 4377.1 4377.1 321.4 22.7 9.7 4,713.9
1960 4,403.8 4403.8 137.8 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, 2013-2021

(in millions)

Additional Medicare Tax Fmal 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 3.0 Dec 2021
2020 317.7 0.3 317.9
2021° 317.7 0.3 317.9

! 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.

? 2020 payroll data are used in the calculations.
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Part I1. 2021 Gross Earnings Sample for Financial
Interchange Payroll Calculations

Design of the Sample

All railroad employers were asked to report the 2021 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
2021 gross earnings one-percent sample consisted of 2,108 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 2021 creditable earnings records
and the gross earnings sample is as follows:

Number of Average Average Months

Employees Compensation of Service
All employees .......ccoevvvveiiiniennn.. 217,123 $77,804 10.37
Gross earnings sample .................... 2,108 $78,489 10.46

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.
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Gross Gross
Service earnings Expected Taxable earnings Expected
months sample number compensation sample number
Total 2,108 2,108 2,108 2,108
0 59 78 Under $5,000 97 105
1 38 39 $5,000-$9,999 45 47
2 41 37 $10,000-$14,999 40 34
3 50 37 $15,000-$19,999 32 31
4 33 35 $20,000-$24,999 35 27
5 32 32 $25,000-$29,999 21 25
6 32 34 $30,000-$34,999 27 27
7 40 38 $35,000-$39,999 19 29
8 24 38 $40,000-$44,999 29 35
9 38 49 $45,000-$49,999 40 42
10 48 53 $50,000-$54,999 49 54
11 66 68 $55,000-$59,999 52 73
12 1,607 1,570 $60,000-$64,999 104 106
$65,000-$69,999 150 153
$70,000-$74,999 161 152
$75,000-$79,999 131 134
$80,000-$84,999 159 131
$85,000-$89,999 130 121
$90,000-$94,999 114 112
$95,000-$99,999 99 104
$100,000-$104,999 98 97
$105,000-$109,999 88 84
$110,000-$114,999 74 69
$115,000-$119,999 67 57
$120,000-$124,999 43 45
$125,000-$129,999 28 35
$130,000-$134,999 40 30
$135,000-$139,999 24 25
$140,000-$142,799 14 15
$142,800 98 109
Degrees of
freedom 12 29
Chi-square 19.021 31.856
95% Threshold 21.026 42.557

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 2021 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 2021,
had railroad employment been covered under HI, would have amounted to $519.7 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 +/- $14.6 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 2021 HI taxes
was $505.1 million to $534.3 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 = $819.3 million.

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

$2 = ]Xg__g ZXZ + RZZY2 —ZRZXY

where

n
i=1Xi

R=212110
Y,

The standard error computed by the formula was $256.3 million. The 95-percent confidence interval was
$317.0 million to $1,321.6 million.
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