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RAILROAD RETIREMENT ACT AMENDMENTS—SPOUSE BENEFITS, WAGE BASE, TAX RATES
W E D N E SD A Y , SE PTE M B E R  8, 19 65

H ouse of R epresen tativ es, 
Com mit tee  on  I nter state and  F oreign  C omm erce,

W ashington, D.C.
The committee met at 10 a.m., pursuant to  call, in room 2123, Ray­

burn House Office Building, Hon. Oren H arr is (chairman)  presiding.
The Chairman. The committee will come to order.
Pur suant to previous announcement, the committee is meeting this 

morning for the purpose of hearings on H.R. 10874. This is a bill 
that I introduced on Fr ida y of last week in an at tem pt to  resolve cer­
tain  problems involving the  Railroad Retirement System.

(H.R . 10874 follows:)
[H.R. 10S74, 89th Cong., 1st sess.]

A BIL L To amend the Railroad Reti rement Act of 1937 to elim inate the  provisions which 
reduce spouses’ annuitie s by t he  amo unt of certain monthly benefits, to increase the base 
on which railroad reti rem ent  benefits  and taxes are  computed, and to change the rates 
of tax  under the Railroad R etir ement  Tax Act

Be  it  enacted by the Sen ate  and House of R epresentatives of the United S tates 
of Amer ica in  Congress assembled,

spouses’ annuities

Section 1. Subsection (e) of section 2 of the Rai lroad Retirement Act of 1937 
(45 U.S.C. 228b(e)) is amended  by changing the  colon before the las t proviso 
to a perio d and by stri kin g out all  that  follows down throug h the  period at  the  
end of such subsection.

INCREA SE IN  BA SE  FOR BENEFIT  COM PUTATION PUR POSES

Sec. 2. (a) Subsection (a ) of section 3 of the Rai lroa d Ret irement Act of 1937 
is amended by striking out “th e next $300” and insert ing  in lieu ther eof  the  
follo wing: “the rem aind er up to a tota l of (i)  $450, or (i i)  an amount equal 
to one- twelfth of the  cu rre nt  maximum ann ual  taxabl e ‘wages’ as defined in 
section 3121 of the In ter na l Revenue  Code of 1954, whichever  is gre ate r”.

(b)  The second sentence of subsection (c) of such sect ion 3 is amended by 
ins ert ing  before “, shall be recognized” the foll owing : “and  before the  calendar 
month nex t following the  ca len dar month in which thi s Act was amended in 
1965, or in excess of (i) $450, or (ii)  an amount equal to one-twelfth of the  
cu rren t maximum ann ual  tax able ‘wages’ as defined in section 3121 of the  
In te rn al  Revenue Code of 1954, whichever is greater, for any calendar month 
af te r the month in which thi s Act was  so amended”.

(c) Subsection (f ) (2) of sect ion 5 of such Act is amended by inse rting af te r 
“so amended ” where it appears  the  second time in the  first paren the tical phr ase  
af te r clause (vi) the  following:  “and before the  c alendar mon th next following  
the  month in which this Act was  amended in 1965, and  in excess of (i) $450, 
or (ii ) an amount equal to one-twelfth of the curre nt max imum ann ual  taxable
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2 RAILROAD RE TI RE MEN T ACT AM EN DM EN TS

‘wages’ as defined in sectio n 3121 of the Int ern al Revenue Code of 1954, which­
ever  is greater , fo r any  month af te r the month in which th is  Act was so amended” .

(d) Subsection (1) (9)  of section  5 of such Act is amended—
(1) by s trik ing  out “an d” where  it appears  the four th  time and inse rting 

in lieu thereof a comma ;
(2) by inse rting af te r “so amended” where it  app ears the second time 

the  following: "and before  the calen dar month next following the calendar 
month in which thi s A ct was  amended in 1965, and any  excess over (i)  $4.>0, 
or (ii) an amount equ al to one-twelfth of the cu rren t maximum annual  
taxable ‘wages' as defined in section 3121 of the  In ternal  Revenue Code of 
1954, whichever is g rea ter , for any calendar month af te r the month in which 
this Act was so amended” ;

(3) by s trik ing  out  “$6,600” both times it  appears in such subsection and 
inse rting  in lieu the reo f “an amount equal to the  cu rre nt  maximum ann ual  
taxable ‘wages’ as  defined in section 3121 of the In te rn al  Revenue Code of 
1954” ; and

(4) by str iking out  “$450” where it appears  the second time and inse rting 
in lieu thereof “ (i)  $450, or (ii)  an amount equal to one-twelfth of the  cur­
ren t maximum annual taxable  ‘wages’ as defined in section 3121 of the 
Int ern al Revenue Code of 1954, whichever  is greater ,”.

(e) Subsection (1) (10) of section 5 of such Act is amended by stri king out 
“$450” and inse rting in lieu  thereof “ (i) $450, or (ii)  an  amount equal to one- 
twelf th of the curre nt maximum  annu al taxable  ‘wages’ as defined in section  
3121 of the Inte rna l Revenue Code of 1954, whichever is gr ea te r”.

IN C R EA SE IN  BA SE FOR TA X PURPO SE S

Sec. 3. Sections 3201, 3202, 3211, and 3221 of th e In ternal  Revenue Code of 1954 
(re lat ing  to taxes und er the Rai lroad Ret irement Tax Act) are  each amended 
by inser ting af ter the  ph rase  “or $450 for any calend ar month af ter the month 
in which this  provision was so amended”, wherever such phrase  appea rs in such 
sections, the follow ing: “and before the calendar mon th next following the  
calendar month in which thi s provision was amended  in  1965, or (i) $450, or (ii)  
an amount equal to one- twel fth of the cur ren t maximum ann ual  taxable ‘wages’ 
as  defined in section 3121 of the Internal Revenue Code of 1954, whichever is 
greater, for any month af te r the  month in which thi s provision was so amended”.

changes  in  tax rates

Sec. 4. (a)  Section 3201 of the  Inte rna l Revenue Cotie of 1954 (re lating to ra te  
of tax  on employees und er the Railroad Ret irem ent Tax Act) is amended  by 
str iking out par agraph s (1) and  (2) and in ser ting  in  lieu  thereof the  follow ing:  

“ (1) 614 percent of so much of the  compensat ion paid to such employee 
for  services rendered  by him a fte r September 30,1965,

“ (2) 6% percent of so much of the  compensation paid to such employee 
for services re ndered by him a fte r December 31,1965,

“ (3) 6% percent of so much of the  compensation paid  to such employee 
for services rendered by him a fte r December 31,1966,

“ (4) 7 percent of so much of the  compensation  paid to such employee f or  
services rendered  by him af ter December 31, 1967, and

“(5) 714 percent of so much of the compensation paid to such employee fo r 
services rendered  by him af ter December 31, 1968,”.

(b) Section 3211 of such  Code (re lat ing  to ra te  of tax on employee rep re­
sentatives  under the  Ra ilro ad Ret irement Tax Act) is amended  by str iking out  
par agr aph s (1) and (2) and  inse rting in lieu thereo f the following:

“ (1) 1216 perc ent of so much of the compensation paid to such employee 
represen tative fo r services  rendered by him af te r September  30,1965,

“ (2) 13 percent of so much of the compensation paid  to such employee 
represen tative for serv ices  rendered by him af te r December 31, 1965,

“ (3) 1316 perc ent of so much of the compensat ion paid  to such employee 
represen tative for serv ices  rendered by him af te r December 31, 1966,

“ (4) 14 percent of so much of the conqiensat ion paid  to such employee 
represen tative for  services rendered by him af te r December 31, 1967, and

“ (5) 1416 perc ent of so much of the compensat ion paid to such employee 
represe ntat ive for serv ices  rendered by him af te r December 31, 1968,”.

(c) Section 3221 of such Code (re lat ing  to ra te  of tax on employers und er 
the Rai lroad Reti rement Tax  Act) is amended  by str ik ing out paragraph s (1) 
and  (2) and inse rting in lieu  thereo f the following :

“ (1) 614 percent of so m uch of the compensation paid  by such employer 
for  services rend ered  to  him a fte r September 30,1965,
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“ (2) 61/. percent of so much of the compensation pa id by such employer 
for  services rendered to him a ft er  December 31,1965,

“ (3) 6% percent of so much of the compensation paid by such employer 
for services  rendered to him a fter  December 31,1966,

“ (4) 7 percent of so much  of the compensation paid by such employer 
for  serv ices rendered  to him a fter  December 31,1967, and

“ (5) 7% percent of so much of the  compensation paid by such employer 
for  services rendered to him af te r December 31, 1968,”.

EFFECT IVE DATES

Sec. 5. The amendm ents made by the first two sections of th is Act shall  take 
effect wi th respect to ann uit ies  acc ruin g and dea ths occurring in months af ter 
the month in which this  Act is enacted, and shall  apply also  to annuities paid  
in lump sums equal to thei r commuted value because of a reduction  in such 
annui ties under section 2(e)  of the Rai lroad Reti rement Act of 1937, as in effect 
before the  amendments made by th is Act, a s if such annuitie s had not been paid 
in such lump sums: Provided, however, That the  amounts of such annuities 
which were  paid in lump sums equa l to the ir commuted value shall  not be 
included in the  amount of annu ities which become payable by reason of section 
1 of th is  Act. The amendments made by section 3 of thi s Act shall take effect 
with  respect to calendar months af te r the  month in which th is  Act is enacted. 
Tlie amendments made by section 4 of this  Act shal l take effect  with respec t to 
compensat ion paid  for services rendered af te r September 30, 19(55.

(The report of the D epar tmen t of Health, Educa tion, and Welfare 
follows:)

The  Under Secretary of H ealth, E ducation, and W elfare,
Wash ington , D.C., Septem ber 9, 1965.

Mr. W. E. Williamson,
Clerk, Comm ittee on Interst ate  an d Foreign Commerce,
House of Representa tives , Washington , D.C.

Dear Mr. William son : We have ju st  received your  notice of public hear ings 
on H.R. 10874, to amend the Ra ilroad R etire men t Act.

We ar e in favor of the  objectives of the bill and  would defer  to the  views of 
the Ra ilro ad Retirement B oard.

Sincerely,
Wilbur J . Coii en ,

Under Secretary.
The Chairman. Ear lier  th is year, it will be recalled, the committee 

reported and the House passed H.R. 3157, which proposed to modify 
existing law to provide tha t the  spouse of a re tired railroad employee 
could draw benefits under the Social Security Act and also benefits 
under the Railroad Retirement Act as a spouse without  reduction in 
either benefit.

I thin k it well to remember that the bill passed the House on June 7 
unanimously. It  was a ma tter  of equity and justice. After the bill 
had passed the House, and before its  consideration in the Senate, there 
was another fairly  well-known bill commonly called medicare tha t 
passed the Congress. That program increased the base wage subject 
to tax  u nder the social security system to $6,600 a year effective Jan u­
ary 1 of next year.

The change in the Social Security Act will, unless appropriate  
changes are made in the Rail road  Retirement Act, cost the railroad 
retirement system $28 million a year because of the operation of the 
financial interchange provision, under which the rail road  retirement  
system pays to social security, with respect to every railro ad employee, 
an amount equal to the social security taxes which would have been 
paid by tha t ra ilroad  employee had his ra ilroad  service been employ­
ment covered by the  social security system. Also under the financial 
interchange system, the social security system pays to the railroad
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ret ire me nt fu nd  each  year  an am ount equal to the  social sec ur ity  
benefits  th at  wo uld  have been pa id  to ra ilr oa d employees  ha d th ei r 
ra ilroa d send ee  been social  securit y-covered  employm ent.

There  are  two w ays in w hich  th is  pa rt ic iu la r deficit can  be fin anc ed— 
an increase  in  th e wages sub ject  to the tax,  or an increase  in  th e tax  
ra te  itself . Co mplica tin g th is question is a fea tur e of  th e me dic are  
law recent ly passe d which provides th at  th e admin ist ra tio n of  the  
med icare p ro gr am  f or  ra ilr oa d employees  sha ll be vested in  the  So cia l 
Security  A dm in is tra tio n,  e xcept du ring  t he  per iods in which  t he base 
wages sub jec t to  tax unde r the  ra ilr oa d ret ire me nt system ar e the 
same as th e wages  sub jec t to the  t ax  un de r the social security system. 
Tha t is a ve ry i m po rt an t element.

In  try in g to  me et th is problem  an am end ment was added to  the 
bil l re ferre d to , H.R.  3157, in the ot he r body. Th at amend ment 
would  cha nge  t he  base wages  s ubject  to the Ra ilroad Re tir em en t Act  
to $550 pe r mon th, which wou ld mea n $6,600 pe r yea r. Th ere are  
some who feel th at  thi s method  of  am ending  the  law is un co ns tit u­
tional because of  the  prov ision in ou r Co ns tituti on  which req uir es  
th at  bill s fo r ra is in g revenue must or ig in ate in the  House.

Wh en th is  quest ion  was pre sen ted  to the Senate in the  form  of  a 
po int  o f orde r ma de ag ain st the amendm ent , it was brou gh t to a vote  
and  by a v ote  of  44 to 41 the Senat e re jecte d the  point of order.

Un de r th e circum stance s, wh eth er th er e be a con traven tion of  the  
con sti tut ion al pro vis ion  or  not, and it is debat abl e, the  people on the  
House side ha ving  to  do  w ith  it , inclu din g mem bers  of th is com mit tee , 
feel th at  it would  be a lot be tte r if  no t on ly the  let ter  hu t the sp ir it  
of the co ns titut ion al  requirement  is ca rr ied out.  Even thou gh  there 
may  be some pre cedents  inv olv ing  the amend ment by the  Se na te of a 
nonreven ue ra is in g House bill  so th at , as  ame nded, it would  br in g 
abou t an increase in a t ax  p rov isio n which  w as not  o rig inall y inc lud ed 
in the bil l, it  is str on gly fe lt by some t ha t t h is  should not be pe rm itt ed  
because one c on tra venti on  lead s t o anoth er.

I have tr ied to  mee t all of these circum stance s and  con ting encies.  
It  seems to me th a t the saf est  course, an d the best  course , to pu rsu e 
would be fo r th e Hou se to in iti ate leg isl ati on  in th is pa rt ic ul ar  are a 
and  eliminate an y possib le ques tion.  T hat expla ins  why  I  in tro­
duced th is bil l la st  F rid ay .

The  bill  would  make prec isely  the  sam e change  in the  law  wi th 
respect t o sp ouses’ ann uit ies  as pr ovided in H.R . 3157. Th e b ill would  
also increase  the  base wage subject  to ra il ro ad  ret ire me nt to  $550 pe r 
month.

I th ink it shou ld be reme mbered th at  u nd er  th is pro posal  the  br un t 
of the  inc reased  tax would fal l upo n tho se who are in the hi gh er  
wage catego ry.  To  min imiz e the  effect  wh ich  th is increase  wou ld 
have  on ra ilr oa d employees , we wou ld propose an imm ediate redu c­
tion in the  r ai lroa d ret ireme nt tax  of 1 pe rcen t effective Octol>er 1.

Then the bil l would  prop ose on a gr ad ua l basi s to  increase  th e tax  
by one-q uarte r of  1 percen t effective Ja nuary  1, 1966, an othe r step 
Ja nu ar y 1, 1967, an oth er  one-q uarte r of  1 per cen t Ja nu ar y 1, 1968, 
and  fina lly go back  to  the prese nt ra te  Ja nuar y  1, 1969.

Th is would leave the  rai lro ad  ret ire men t syste m in ap prox im ate ly 
the  same posit ion  as it was on Ja nuar y 1 of  th is year.

Tha t is brie fly th e situa tio n, and we are tryi ng  to expedit e con ­
sidera tion of  th is  in view of the pr esen t situa tion. I have asked 
those  who are  responsible  and  int ere ste d in it  to come to thes e hear-
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ing s toda y with  a viewp oin t of tr y in g  to make a rec ord  on it  and see 
wh at  we ac tual ly  should  be doing .

As is th e custom, we w ill first  he ar  from  M embers of  C ong ress. In  
th at  or de r ou r firs t witn ess wi ll be ou r colleague  fro m Virgini a,  the 
Ho no rable  R icha rd  Pof f. Mr . Po ff,  we will be gl ad  to  hea r y ou at thi s 
time.

STATEMENT OE HON. RIC HA RD  H. POFF , A RE PR ES EN TA TIVE  IN  
CONGRESS FROM THE STA TE OF VIR GIN IA

Mr.  P off . Mr.  C hairm an, as PI.R. 3157 passed the  H ouse it  removed 
the dual benefits rest ric tio n on  sp ous es of rai lro ad  work ers  so th at  th ey 
wou ld be el igible  to dr aw  bo th ra il ro ad  re tirem en t spouses’ benef its and  
social  se curity benefi ts ea rne d in th ei r own rig ht .

The Se na te ado pted the Pe ll am endm ent which inc rea sed  the  ta x­
able base  from  $5,400 to  $6,600. Th is  amend ment was  challenged as 
a vio lat ion  of  art icle 1, section 7, of  the Co nstituti on  wh ich  pro vides 
th at  “a ll bil ls rai sin g revenu es shall  or igi na te in the House  of 
R e p rese nt a t i ves.’ ’

To  mee t th is  con stit utio nal  cha llen ge,  the chair ma n of  th is com­
mittee has int roduced  a new Ho use bill , H.R.  10874. Th e new House 
bil l is no t en tir ely  the  same as th e Senat e bill . In  br ie f, the  new 
House  b ill  does three th in gs:

(1) I t  repeals the  spouses’ du al benefi ts re st rict io n:
(2)  I t  increases the  taxa bl e base  fro m $450 a mon th to $550 

a m onth ; and
(3) F o r the  firs t ye ar  of  opera tion, it  redu ces  the basic tax  

ra te  on both employees an d emp loyers fro m 7^4 pe rcen t to 614 
pe rc en t; the refore , the  1 pe rce nt red uct ion  is res tored  a t the  r ate 
of  on e-four th  per cen t pe r year fo r the next 4 years.

Al thou gh  the forego ing  i s a s um mary of  th e factua l conte nts of the  
new H ouse b ill,  th e naked  su mmary does not  spell  ou t a ll o f the  second­
ary consequences. Fo r ins tan ce,  it  mu st be empha sized th a t the  in ­
crea se in th e tax able base also increases  the ea rnings  base  on which 
benefits a re  calc ula ted . Th is wo rks a t otal  increase in re tir em en t b ene­
fits of $45.8 mil lion , an incr ease wh ich  would have not been  gran ted 
un de r the  or ig inal  Hou se bill . Moreov er, the tie -in  be tween the Rai l­
road  R et ire men t Act and  th e recen t amendm ents to  the  Soci al Security  
Ac t will  prov ide ra ilr oa d wo rkers  un de r the  new House  bi ll wi th an 
ad di tio na l $47.5 mill ion in benefits . When it  is understood th at these 
ad di tio na l bene fits will acc rue  an d a t the  same tim e there will  be a 
red uction in th e tax  rat e ch arge d bo th  employees  an d emplo yer s, the  
new House  bi ll comes into true  focus as a dis tin ct impro vem ent  over  
bo th the  or ig inal  House bil l and th e Sen ate- passed  bill.

Ac cording ly,  I endo rse the new  Hou se bill.  I  make on ly one sug­
ges tion . I  sug ges t the com mit tee , whi le it is de ali ng  with  the in te r­
rel ati on  betw een rai lro ad  re tir em en t and social sec uri ty,  conside r one 
fu rt her  amend ment. Th is am endm ent is absolut ely nec essary  if  the 
Con gress is to  correct disc rim inat ion which result ed  fro m the recent 
socia l secu rit y bi ll ado pted by th e Congress.  Und er  the social secu­
ri ty  bill , benefit s he reaf ter  will be payable  to  the  c hil dren  of  deceased 
worke rs between  the ages of 18 an d 21 while  th ey  a re at te nd in g school. 
Und er  th e Ra ilr oa d Re tirem ent Ac t, such benefits are pa ya ble only  
un til  the ch ild  at ta ins the  age  of  18. The lan gu ag e co rre ct ing th is 
discrim inat ion is con tain ed in  H.R . 651, wh ich I  in tro du ced on Ja nu -
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ary 4 and in several s imilar  bills. I am told that  the Railroad Ret ire­
ment Board estimates the cost of this amendment on a level basis at 
only $2.2 million, a cost increase which would not, according to the 
Board, require an additional increase in the tax  base.

No one, including the Board, disputes the simple equity of this 
amendment. Moreover, no one could logically dispute the fairness of 
repealing the spouses' dual benefits restriction, the only dual benefits 
restriction which remains in the law today. 1 hope the hill will have 
the unanimous b ipar tisan  support of this committee so that passage 
can he achieved before  the Congress adjourns this year.

The Chairman. We apprecia te your testimony, Mr. Poff.
Mr. Poff. Than k you for the opportun ity, Mr. Chairman.
The Chairman. Our next witness will be the Chairman of the 

Railroad Retirement Board, Mr. Howard W. Habermeyer.
We are glad to h ave you, Mr. Habermeyer, and to have a statement 

from you on this subject at  this time.
I might say in view of th is situation, for  the purpose of this hear­

ing, I see no need whatsoever for us to take  any time arguing or 
debating the question on the constitutional provision. Tha t seems 
to me to be unnecessary and would be a waste of time.

STATEMENT OF HON. HOWARD W. HABERMEYER, CHAIRMAN, 
RAILROAD RETIREM ENT BOARD

Mr. Habermeyer. Mr. Chairman and members of the committee, 
my name is Howard  W. Habermeyer, and I  am Chairman of the Ra il­
road Retirement Board.  I have had no opportuni ty to study the 
bill H.R. 10874 before appear ing here to testify , but I have been 
advised that it is substantially the same as the bill IT.R. 3157 which 
was passed by the Senate on September 1,1965.

I assume, "therefore, tha t the bill would eliminate the provision in 
the Railroad Retirement Act which requires tha t a spouse’s annuity 
be reduced by the  amount of he r own rail road  retirement  annuity or 
by the amount of the spouse’s monthly benefit—other than a wife’s 
benefit—under the Social Security Act.

I assume fur the r that  the bill H.R. 10874 would increase the 
maximum monthly creditable and taxable base for the railroad re­
tirement system, effective with respect to compensation paid for 
months a fter  December 31, 1965, from the present $450 a month to 
an amount equal to one-twelfth of the current maximum annual  
creditable and taxab le wages for purposes of the social security sys­
tem, or starting January  1,1966, $550 a month.

In addition, the bill H.R. 10874 would amend the Railroad Ret ire­
ment Act as follows: The current tax rate  is 7*4 percent each on 
employers and employees, plus the difference between the current 
social security t ax rate and 2% percent. The bill IT.R. 10874 would 
change this ra te from  7*4 percent to 614 percent with respect to com­
pensation pa id a fte r September 30, 1965, and before January 1, 1966; 
to 61/0 percent with  respect to compensation paid for months aft er 
December 1965 and  before Janu ary  1, 1967; to 6% percent with re­
spect to compensation paid for months aft er December 1966 and be­
fore Jan uary 1968: to 7 percent with respect to compensation paid 
for months a fter December 1967 and before January 1, 1969; and to 
714 percent with respect to compensation paid for months afte r 
December 31,1968.
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In each instance the rates would be increased by the difference be­
tween the current social security  tax rate  and 2% percent.

The bill would make the same changes, proportionately, in the tax 
rates imposed on employee representatives.

I am advised by the Boa rd’s chief actuary that  if the bill H.R. 
3157, as passed by the Senate on September 1, 1965, were enacted into 
law, the deficit in the financing of the benefits under the railroad re­
tirement system would be about $24.5 million a year, which is about 
one-half percent of the new taxab le payroll, and the system would 
be considered financially sound.

I am fur the r advised by the chief actuary tha t the change in tax 
rates proposed by the bill would increase the deficit from $24.5 million 
to $29.8 million a year. If,  however, the tax  rate  with  respect to 
compensation for months aft er 1968 were 7.30 percent instead of 
7.25 percent, the deficit in the system would be about the same as it 
would be i f the Senate bill were adopted.

The Board is, of course, interested in keeping the deficit in the 
financing of the railroad retiremen t system as low as possible and, 
consequently, the Board would like to have the tax rate with respect 
to compensation paid for months  afte r 1968 to be increased to 7.30 
percent each for employers and employees, and to 14.60 for  employee 
representatives.

The Board is still opposed to  the provision in the bil l which would 
eliminate the provision in the Railro ad Retirement A ct for  reducing 
a spouse’s annuity by the amount of her own railroad retirem ent an­
nuity  or by the amount of the spouse’s monthly benefit—other than 
a wife’s benefit—under the Social Security Act. However, in light 
of the other provisions of this bill, the Board is in favo r of the bill.

Thank you very much, Mr. Chairman.
The Chairman. Thank you, sir.
Your assumption is correct with  reference to  the provision of the 

bill on spouses’ annuity, your assumption is correct with reference 
to the wage base. Therefore, we are  glad to have your statement as 
to what the particular  stepup would be and the effect it would have.

I am not sure I  understand, however, on page 2, on the third step.
I believe you say 7 percent wi th respect to the compensation paid for 
months af ter  December 1967 and  before Janu ary  1969.

Mr. Habermeyer. It  was my unders tanding tha t step was covered 
in a 2-year period. I may be wrong about that .

Wait a minute, Mr. Chairman.
The Chairman. Seven percent with respect to compensation paid 

for months  a fter  December 1967.
Mr. H abermeyer. I think  I  have a typographical error . It should 

be afte r December 1968.
The Chairman. Tha t wouldn’t be right, because af ter  December 

1967 you get into the first pa rt of 1968 and before January  1969 it 
would be in 1968.

Mr. Habermeyer. Tha t is right.
The Chairman. Well, tha t is one way of put ting  it, anyhow.
Mr. Staggers , have you any quest ions ?
Mr. Staggers. No questions.
The Chairman. Mr. Younger ?
Mr. Younger. To return to th e deficit, you say it is $24.5 million a 

year. On a percentage basis, what is that ?
Air. Habermeyer. It is a little  over a half percent.
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Mr. Younger. Of  the deficit ?
Mr. Habermeyer. Yes, sir.
Mr. Younger. On these figures as to the increase in (he tax, rath er 

than the increase in the amount of taxable earnings, will tha t deficit 
be cleared ?

Mr. Habermeyer. If  this bill that we are discussing today is en­
acted as it is w ritten, it will increase the deficit about $5 million. I 
have suggested-----

Mr. Younger. Instead of c learing it up, it will increase it.
Mr. Habermeyer. Increase it slightly ; yes. I have suggested in 

order to elim inate that,  you might change t ha t last tax rate from 7.25 
to 7.30, and tha t would leave it at about the same level as it is at the 
present time.

Mr. Younger. Do you have more retirees now than  you have em­
ployees?

Mr. H abermeyer. Not retirees; we have more beneficiaries.
Mr. Younger. There are more beneficiaries of the retirement fund 

than you have employees paying into it ?
Mr. Habermeyer. We have about 890,000 beneficiaries drawing 

monthly benefits, and there are about 765,000 people curren tly work­
ing in the industry paying taxes.

Mr. Younger. The number of employees would likely go down 
rather than go up ; would it not ?

Mr. Habermeyer. Tha t has been the trend for the past 10 or 15 
years.

Mr. Younger. Will th at create a larger deficit ?
Mr. Habermeyer. The more the employment is reduced, the  more 

it will build the deficit; yes, sir.
Mr. Younger. Do you anticipate  tha t in increasing the tax  more 

at the present time ?
Mr. H abermeyer. We tr y to anticipate that.  Our system is evalu­

ated every 3 years by the actuary, and his work is, in turn , reviewed 
by an actuarial committee not connected with the Government. We 
try  to keep our employment levels, on a projected basis, real istic.

Three years ago we reduced the projected employment to 800,000. 
We are talk ing now of dropping tha t to 700,000 next year.

Mr. Younger. And that  would, again, increase the deficit?
Mr. Habermeyer. Yes, sir.
Mr. Younger. Shouldn’t the taxes be increased ?
Mr. H abermeyer. We would like to  wai t for the actua ry’s results, 

the actuaria l study  results, and then propose a program at t ha t time. 
We would like to keep the system on a currently sound basis on the 
basis of the las t statistics available.

Mr. Younger. That  report will be in when ?
Mr. H abermeyer. It  will be in about 2 years from now. We will 

start  the study next year.
Mr. Younger. Tha t is all, Mr. Chairman.
The Chairman. What is the deficit now ?
Mr. H abermeyer. Before the enactment of 1965 Social Security  

Amendments it was between $19 and $20 million. Now it is about 
$48 million.

The Chairman. What percentage is that  ?
Mr. H abermeyer. Tha t was a l ittle less than a half percent, about 

0.43 or 0.44, but is now in excess of 1 percent.
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The Chairman. Tha t is supposed to be in perpetuity , isn’t it?
Mr. Habermeyer. Yes, sir.
The Chairman. Isn ’t the Board ’s position trad itional ly conserva­

tive?
Mr. Habermeyer. I thin k actuar ies are usually regarded as such, 

but the re sults have been the opposite  as far as our system is concerned 
with the basic revenue producer, the taxable employment, continuing 
to drop. We used, as I  just explained , 800,000 employees in the rai l­
road indu stry  in perpe tuity 2 years ago. We know now tha t that 
is too high and probably next yea r when we s tar t our study  we will 
drop that to 700,000.

The Chairman. Don’t you know as time goes along that it is going 
to go down in view of the fact  that  the employment in the  railroad  
indust ry is going down ?

Mr. Habermeyer. The trend would indicate that , bu t we would 
hope th at somewhere along the line this will bottom out. If  there is 
going to be a railroad indust ry t ha t will move freigh t, goods, and pas­
sengers, they will need employees, and i t seems to me somewhere they 
are going to find a bottom.

The Chairman. Tha t we have been hoping for for  a long time.
Mr. Habermeyer. Yes.
The Chairman. Isn ’t it definitely considered that anywhere below 

1 percent it is safe ?
Air. Habermeyer. I would say in the early days of the system 

when our tax rates were low, 3 to 4 percent, and we h ad relatively 
high employment—in fact, in some of those years we had expanding 
employment—the 1 percent would have been considered tolerable, 
but with the  tax rate scheduled to go to over 9 percent and the trend 
of employment going agains t us, I think  a hal f percent  is all that  
should be considered tolerable.

The Chairman. Do you think  under  the circumstances, then, in 
the foreseeable future, if we keep it below one-half percent  i t would 
be tolerable ?

Mr. Habermeyer. I would think so ; yes. sir.
The Chairman. Could not your mistake in the actuarial  estimate 

be included in the error in your statement on page 1 where your as­
sumption is compensation paid  for months a fter  December 31, 1965? 
Shouldn't that  be the months af ter  September 30, 1965?

Air. Habermeyer. Tha t is what it says, Air. Chai rman; 6*4 per­
cent with respect to compensation paid after  September 30,1965, in the 
last line.

The Chairman. On the first page, about halfway or a li ttle  more:
I assum e f urthe r that  the bill H.R. 10874 would increase the  m axim um month­

ly creditable and  taxable base for  the  rai lro ad  reti rem ent  system effective  with 
respect to compensation paid for  months af te r December 31, 1965.

Air. Habermeyer. It  is my understanding, sir, that the  base will 
not be raised from $450 to $550 unt il January 1 of next year. How­
ever, the tax  ra te is going to be reduced on the old base, the  $450 base, 
as of October 1 this year.

The Chairman. Yes. I see.
Air. Friedel ?
Air. Friedel. Xo questions.
The Chairman. Air. Devine?
Air. Devine. Thank  you, Air. Chairman.



10 RAILROAD RETIREMENT ACT AMENDMENTS

It  seems to me, Mr. Habermeyer, t ha t this deficit financing has be­
come a way of life. I think you are talk ing in theory only when you 
say the system would be considered financially sound. In order to be 
realistic, according to your own figures, where ra ilroad employment 
continues to decrease, and your beneficiaries seem to increase, 1 don t 
think this will get the job done.

Mr. Habermeyer. As I have tried  to explain to Congressman 
Younger, we try’ to keep this  system sound and on a cu rrent  basis. If  
the actuarial study start ing next year shows tha t the deficit is above 
a half percent, we will be back here for additional revenues, asking 
for additional revenues.

Mr. Devine. You say7 i f this bill is enacted, the deficit will increase 
by $5.3 million a year ?

Mr. Habermeyer. Yes. Tha t is why I suggested t hat  instead of 
using the 7^4 percent for tha t last tax rate, that you use 7.30 and  that 
will hold it down to the level tha t we have now.

Mr. Devine. Do you know what the total income per year is from 
the tax?

Mr. H abermeyer. It  is about—well, last year it was about $630 
million.

Mr. Devine. Last year ?
Mr. Habermeyer. Yes, sir.
Mr. Devine. What is anticipated for this year? Have you pro­

jected it?
Mr. H abermeyer. I haven't  looked at  it. I can get tha t figure for 

the record, if you want it, but it is going to be higher because the tax 
rate went up about a half  percent, so it will probably be in the  neigh­
borhood of $680 million or $690 million.

Mr. Devine. Up about $50 million.
Mr. Habermeyer. Yes.
Mr. Devine. Thank you, Mr. Chairman.
Mr. Staggers (pre siding). Mr. Macdonald.
Mr. Macdonald. Mr. Habermeyer, it is nice to see you again.
Mr. Habermeyer. Au di t is nice to see you, sir.
Mr. Macdonald. As I  recall, when we held hearings  in the subcom­

mittee on this  matter you were opposed to the bill that  was then before 
us.

Mr. Habermeyer. Yes, sir.
Mr. Macdonald. I was wondering what changed your mind.
Mr. H abermeyer. Well, I say in the statement that  that  pa rt of  this 

bill we are still opposed to. . .
Mr. Macdonald. How can you be opposed to par t of the bil l if the 

whole bill is going through ?
Mr. H abermeyer. The good feature-----
Mr. Macdonald. Excuse me. How can you be opposed to  part  of 

the bill and support the bill itself, because this bill will be voted on 
as a whole ? .

Mr. Habermeyer. I think  you have to weigh the bad with good, 
and i f you find tha t the provisions that you want  are better than  the 
bad ones, you have to take the loaf, don’t you ?

Mr. Macdonald. If  you once opposed the bill. I  think  you would be 
opposed to the bill in its entirety, because the bill in i ts en tire ty is the 
thing that is going to go through, if  it does go through..

Mr. Habermeyer. Well, we will take the elimination of spouse re­
duction. The Congress has really spoken on that. The House voted
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unanimously to eliminate that  reduction and the Senate  did  the  same 
thing.  You can’t fight forever.

Mr. Macdonald. This is a very intrica te prolem, obviously, and 
since you deal with it every day and we only deal w ith it two or three 
times a year, you should know’ more about it than we do.

Mr. Habermey’er. The overr iding  importance of this bill we are 
discussing today, as far as I  am concerned, is putti ng this system back 
on a good, sound financial basis, and keeping us coord inated with the  
social security system.

Mr. AIacdonald. You and  I had a dialog about tha t, in which I 
said you were not in competition with social security.

Mr. Habermeyer. Well, we are not in competition, but we are in­
terrelated. For  example, when the social security amendments passed 
this year, and they raised the  benefits 7 percent for  the social secu­
rity  beneficiaries, that immediately cost our system $28 million because 
of the coordination between the two systems.

As I explained, we guaran tee tha t no beneficiary under our system 
will get less than 110 percent of what he would get if his railroad 
earnings  had been under social security, so there is a relationship. 
When they raise their  benefits, certain of our beneficiaries automati­
cally get raises. When they raise their tax  base, we have to pay them 
on the basis of their tax base. If  w’e are not collecting taxes on tha t 
same base, we are losing money on that  transaction, you see.

So there is this interrelation. We are not competitive, but there 
is a coordination between the tw7o. It  is a very important and very 
vital coordination as far as we are concerned.

Mr. Macdonald. And in your opinion, and as I say, certainly 
you a re expert in this field, you think that this par ticu lar bill clears 
up the troubles tha t were bothering you at the time of the original 
hearing?

Mr. H abf.rmeyer. Yes. If  I had a choice as to how I was to spend 
tha t $14 million we are going to pay the spouses in additional bene­
fits, I  have other areas where I would rather spend that, money. But 
tha t is beside the point.

Mr. Macdonald. Thank you, Air. Chairman.
The C hairman. Mr. Cunningham ?
Air. Cunningham. Air. Habermeyer, you mentioned, I believe, that 

there were about 800,000 employees and you a re thinking of revising 
tha t downward to about 700,000.

Air. H abermeyer. Yes.
Air. Cunningham. AYliat factors do you take into consideration 

when you make these revisions?
Air. H abermeyer. Well, we take into consideration the trend of 

the past  10 or 15 years. We take into consideration certain  agree­
ments that are being drafted.

For example, in the last year,  ra ilroad  labor and management have 
entered into stabilization of employment agreements with certain at­
trit ion  factors. We take into consideration some of the mergers tha t 
have taken place. AYe take into consideration technological improve­
ments that  are being introduced into the industry, replacing man­
power with machines.

Air. Cunningham. Do you take into consideration the action of 
Federal agencies, such as the Post Office Department, in closing out
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70 railway gateways, for example, the discontinuation of RPO cars 
and the like ?

Mr. H abermeyer. I don't think  we have actually  taken tha t into 
consideration. I am not too well aware of the facts about that . 1 
have read something about it. It  jus t happened recently, I  believe.

Mr. Cunningham. It  is and has been in t he process of being done. 
Tha t will reduce rail road  employment considerably, and I wondered 
if you took tha t into consideration.

Mr. Habermeyer. Yes, it would.
Mr. Cunningham. Thank you.
The Chairman. Mr. Jarman.
Mr. J arman. Wh at concerns me at the present time is whether  we 

are proceeding in too much haste at the end of  thi s session to t ry  and 
get into what is a very complicated problem. I would, of course, be 
interested in any comments you might make on that.

Do you think tha t sufficient information has been developed on thi s 
subject to justify  action  at this  time?

Mr. Habermeyer. I think it has, si r; yes, sir.
Mr. J arman. I have no further questions, Mr. Chairman.
The Chairman. Mr. Broyhill ?
Mr. Broyhill. Briefly, for the record. Mr. Habermeyer, are the 

administrat ive costs of the Railroad  Reti rement Board paid for by 
the industry and employees, or are Federal tax  dollars from general 
revenues involved ?

Mr. H abermeyer. They are paid by the taxes of the railroad em­
ployees and employers.

Mr. Broyhill. So the entire railroad retiremen t system is financed 
100 percent by the industry and by the employees ?

Mr. Habermeyer. I would say that is a good general statement . 
There are some funds that we do derive from the Federal Govern­
ment. For example, military service credits. Back in the beginning 
of World War  II , it  was decided th at railroad  men going into mi li­
tary  service, t hat  for  them the Government would pay thei r taxes, 
both the employee and employer taxes. We have and are collecting 
those revenues now. We do get, I suppose, a form of subsidization 
in a very small way in the way we ren t our  buildings. General S erv­
ices usually provides the buildings and we pay them maintenance. 
There is some little Government money there, but I think by and  
large the system is financed by the employer and employee; yes, sir .

Mr. Broyhill. One other question: Where are these funds  in­
vested ? Do you invest them in Government securities ?

Mr. Habermeyer. Yes, sir; they are all invested in Government 
securities.

Mr. Broyhill. Und er the law, you are not permitted to invest 
them in any other outside investment ?

Mr. Habermeyer. No, sir.
Mr. Broyhill. Thank you.
The Chairman. Mr. Moss?
Mr. Moss. No questions.
The Chairman. Mr. Harvey ?
Mr. Harvey. No questions, Air. Chairman.
The Chairman. Mr. Van Deerlin?
Mr. Rogers ?
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Mr. Rogers. No questions, Mr. Chairman.
The Chairman. Mr. Rooney?
Mr. R ooney. I have one question, Mr. Chairman.
Do you foresee in the near  future , with the lesser amount of rai l­

road business and income, tha t you might be tied into social security ? 
In  other words, you would have more beneficiaries than  you will have 
income to support the beneficiaries ?

Mr. H abermeyer. No, s ir; I am optimistic. I think there is plenty 
of business for the railroads and that they are making progress and 
reclaiming  some of the lost business of the last few years. I hope that 
they are successful in reclaiming more. Instead of our  employment 
level continuing down, I would hope it would stabilize or possibly 
increase.

Mr. R ooney. No fur ther questions.
The Chairman. Mr. Watson?
Mr. W atson. Thank you, Mr. Chairman.
Mr. Habermeyer, I  am not a  member of the subcommittee and I  am 

not familia r with the amounts of annuities tha t you pay. I notice 
tha t you deal in percentages here, but would you help me out on what 
would be the average annuities or benefits paid presently, and what 
would it be under the terms of the bill we are considering ?

Mr. H abermeyer. The average annuity now, of a man retiring to­
day, would be about $150. The maximum benefit tha t we pay today 
is about $216 a month.

Mr. Watson. What is the allowance to the spouse?
Mr. H abermeyer. The spouse’s benefit is now a maximum of  $74.80, 

and a vast majority get that amount. Our formula  is such that  most 
of them get the maximum. In  the future, with the $550 wage base, 
there are a lot of factors that come into play.

Af ter  1966, for example, we can credit more than  30 years of service 
because then  the employees will have paid taxes on more than 30 years 
of service. So a man reti ring in 1972 could get 35 years  of service. 
In  1982 he could get 45 years of service. At the present time the maxi­
mum that he can get is 30 years of service, so it  is conceivable th at a 
$550 wage base in 1982 would pay  a man p retty  close to $400 a month.

Mr. W atson. I appreciate  the  fac t tha t the  employees pay an addi­
tional amount into this railroad re tirement  fund.

Mr. Habermeyer. Yes, sir.
Mr. W atson. Is it  a correct statement that the annuities or benefits 

are substantially higher than under social security ?
Mr. H abermeyer. Yes, sir.
Mr. W atson. Substantially higher than under social security?
Mr. H abermeyer. Yes, sir.
Mr. Watson. As I recall, you stated tha t you have some 890.000 

beneficiaries now.
Mr. H abermeyer. Yes, sir.
Mr. Watson. And your number of employees is about 765,000?
Mr. H abermeyer. Yes, sir.
Mr. Watson. Then the question comes to mind, with this trend in 

reduction of employees, if that  places an added burden  upon those 
curre ntly  employed as well as the industry.

Mr. Habermeyer. Yes, sir.
Mr. Watson. Would you care to comment on whether or not we 

might  be headed toward, if not destroying, the goose that  lays the 
53—375— 65------3
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golden egg? I am not only thinking about the industry, but I am 
thinking about the  employees.

Mr. Habermeyer. There is always that  danger, sir. That  is why 
I say we would tolerate  a 1-percent deficiency in the days when the  
tax rate and base were low, but we, as a Board, consider a half percent 
deficiency the most we can tolerate at the present time. There is a 
limit, and there  is no question about it.

Mr. Watson. It  would be a fai r assumption, and this is my final 
question, that with the  passage of this bill, should it  pass in its present 
form, that  it will result in increased costs both to labor and to the 
indust ry ?

Mr. Habermeyer. In  the long run it will average about $40 million 
on each, each year, $40 million tha t the employees will have to pay  
in addition, and $40 million that  the industry will have to pay.

Mr. Watson. And very well would not tha t result in a furth er 
reduction in employees? In  other words, the industry  is going to 
have to do something to pick up the slack, perhaps further acceleration 
of automation.

Mr. Habermeyer. I would hope not, but it could very well tur n 
out th at way.

Mr. Watson. With the increased benefits to the retirees, but, in 
turn , cause a reduction in the number of those actually on the employ­
ment roll today.

Mr. Habermeyer. Th at could happen ; yes, sir.
Air. Watson. Thank you, Mr. Chairman.
The Chairman. Mr. Satterfield?
Mr. Satterfield. No questions, Mr. Chairman.
The Chairman. Mr. Ronan?
Mr. Ronan. No questions.
The Chairman. Mr. Iluot?
Mr. Huot. No questions.
The Chairman. Air. Alackay ?
Air. Mackay. No questions.
The Chairman. Air. Gilligan?
Air. Gilligan. No questions.
The Chairman. Air. Rogers of Texas?
Air. Rogers of Texas. I have no questions.
The Chairman. Air. Alacdonald?
Air. AIacdonald. I  am still not clear about the position of the 

Board, Mr. Habermeyer, in light  o f your previous testimony before 
our subcommittee. I  have reviewed what you said at tha t time. I 
asked the question is it true  tha t there are more people drawing bene­
fits under the present act than are actually contributing to the act, 
and you said yes, the re are, and you gave the figures, and then in a 
colloquy it was asked y ou : “Are there any current practices tha t may 
be unsound which, i f eliminated, could improve the act in the future 
if they were taken away ?” and you said “No.”

Therefore, I still am a little  uncertain as to the reasons you think this  
is such a good amendment to the act.

Air. Habermeyer. I don’t know how I can explain it any clearer. 
Sometimes you don’t like the medicine, but you have to take it to get 
well. There is a certa in feature here tha t we d on't  particularly relish 
and that we would natu rally oppose, but it is rather insignificant when
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you view it in the total package. If  I had a choice as to whether I would 
take that  $14 million that we were paying these spouses, who are going 
to get this additional money, I  would rath er give it to other types of 
beneficiaries, such as the aged widows, as I  believe I said before your 
committee.

Bu t apparently I don’t have a choice. The Congress has spoken, 
both Houses acting unanimously, with respect to telling me I was 
wrong, tha t the spouses should have th is additional benefit, so I am 
going to go along. I am very much in favor of the other feature in the 
bill.

Mr. Macdonald. There  is quite a difference between going along and 
thinking  tha t this is a good amendment. You said you thought it  was 
a good amendment earlier.

Mr. Habermeyer. Yes, sir.
Mr. Macdonald. Do you think  it is a good amendment or are you just 

going along with it?
Mr. H abermeyer. No, I  thin k it is a good amendment in total.
Air. Macdonald. So you are not j ust going along ?
Mr. H abermeyer. In  total  it is a good amendment.
Mr. Macdonald. Thank  you, Mr. Chairman.
The Chairman. I thin k we should point out tha t you said in your 

statement tha t you were stil l against tha t provision; tha t is, with 
reference to spouses. But  then you explain the other provision of the 
bill wi th reference to the adjustment of the wage base and the tax rate, 
and the overall results, and you would support  the bill.

Air. H abermeyer. Yes, sir.
The Chairman. That is notwithstanding your opposition to the 

first phase of it  respecting the spouses.
Air. H abermeyer. That is righ t.
The Chairman. Air. Younger.
Air. Younger. Jus t for the  record, what is the amount of the fund 

at the  present time ?
Air. Habermeyer. About $4 billion, sir.
Air. Younger. About $4 billion?
Air. Habermeyer. Yes, sir.
Air. Younger. Thank you.
The Chairman. Thank you very much, Air. Habermeyer, for your 

presence today, and your  contribution.
Air. Habermeyer. Air. Chairman, the management member of my 

Board, Air. Healy, had a statement he would like to introduce in the 
record. Could I file it at th is time ?

The Chairman. Let it be included in the record.
Air. H abermeyer. He touches on things t ha t are not in the bill, so I 

don’t feel competent to testify.
The Chairman. Let me ask you about one th ing. I am glad you 

mentioned that  before you left.
There is some provision someone talked to me about that  they 

wanted to include in this which was considered in the Senate by 
Sena tor Har tke, part icularly.

Mr. Habermeyer. That was in the  Senate bill. Th at was the tips.
The Chairman. Yes.
Air. Habermeyer. We met on that  as a Board  and supported that 

amendment. The amendment would treat tips in  the railro ad industry
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the same as tips are now being trea ted under the social security system. 
By and large we have a rath er small group who receive tips in the 
railroad industry—redcaps, Pullman porters,  dining car waiters. 
Und er this provision th ey would report each month to the ir employer 
the amount of thei r tip s and pay the tax, pay the employee tax, on 
those tips.

The Chairman. Do you think  that would be a good th ing ?
Mr. Habermeyer. I th ink  so; yes, sir.
The Chairman. Would it affect the fund ?
Mr. Habermeyer. No, sir.
The Chairman. It  would make a little for the  fund, in fact?
Mr. H abermeyer. I t wouldn’t make a litt le. I t would cost a l ittle, 

but  it would be so insignificant.
The Chairman. Tha nk you very much.
(Mr. Healy’s statement fol lows:)

Sta teme nt  by Mb. T ho mas  M. Healy , Memb eb of th e  R ailboad Ret ibem en t 
B oabd

As compared with  H.R. 3157 as passed by the  Senate  on September 1, 1965, 
the bill H.R. 10874 gra nts  the indust ry a tempora ry ta x rel ief  during the  period 
beginning 1968. There after,  the  addit ional tax  burden would be the same und er 
both bills.

I am firmly convinced th at the  tax  relie f granted by the bill  H.R. 10874 is not  
sufficient and th at  means shou ld be found for gra nting the industry some add i­
tio na l tax  re lief  indefinite ly. I believe t ha t the  loss of ta x income to the  system 
could  be offset by a reasonable and  equitable change in the provision  rel ating to 
spou se’s benefits. If  such a change is adopted, the ac tuar ia l situatio n would be 
pra ctical ly the same as  u nder the  present version  of H.R. 10874.

The  amendment I have in mind is as fol low s:
1. The provision pegging the maximum spouse’s an nuity  to the  highest amount 

th at  could be paid to any wife und er the Social S ecur ity Act would be eliminated. 
Inste ad  of this, the re would be a maximum equal to the  amount th at  would be 
payable  under the  Social Security Act on the  basis  of the  employee’s earn ings 
record.

2. Differentia tion would be made between cases where  the  spouse is not  en­
tit led to a wife’s annuity  under the  Social Secur ity Act and cases where  she is 
so entitl ed. In the  firs t ins tance,  the maximum spouse ’s ann uity would equa l 
one-half  of the primary ins ura nce amount (PIA) computed on the  basis of the 
employee’s rail road and  social security earnings combined; in the second in­
stan ce,  th at  is when the re is a dua l spouse’s benefit, the  rai lroad ret irement 
maximum would be one-half of the  employee’s primary insu rance amount com­
pu ted  on the  basis of his ra ilr oa d earnings alone.

3. No reduc tion in the  spouse’s ann uity  would be made for  social security or 
ra ilr oa d reti rement benefits to which she is ent itled on the  basis of her  own 
earnings. This, in effect, would retain  the basic  pa rt of H.R. 3157.

4. The  new method  of computa tion  would apply only to awa rds af te r the 
effect ive date of the  amendm ent and would not work to reduce any benefit th at  
is alread y payable. However, the  automat ic increase s in maximum spouse’s 
annuitie s th at  would come about under present law in 1967 and 1968 would not 
be granted.

Our chief  act uary has  adv ised me th at  the  ame ndment I am here  proposing 
would reduce costs bv abo ut $21 million a year on a level basis. This  cost reduc­
tion could be tra ns la ted into a tax  relief to the ind ust ry by keeping the  basic 
pa rt  of the employee-employer tax ra te  at  7 percent from 1968 indefinitely.  In  
othe r words, the basic  pa rt  of  the tax  ra te  would be 6% percent for the  period 
October-December 1965, 6% percent fo r 1966, 6% percent for  1967, and 7 percent  
for 1968 and the rea fter. Of course, to these rat es  there will be added the  dif­
ferent ial  between the  cur rent  social security tux  ra tes  and 2% percen tage points.

As I have sta ted  before, the actua ria l condition  of the  system  would be, un der  
my proposal, prac tica lly th e same as und er the  presen t version  of H.R. 10874.



RAILROAD RE TI REM EN T ACT AM EN DM EN TS 17Th e act uaria l deficiency would  be about  $30 million a yea r or 0.62 percent of the tax ab le payroll for the proposed $550 monthly limi t.I am sti ll opposed to the provision in the b ill which would eliminate the reduc­tion in the railro ad retireme nt spouse’s annu ity by the amount of her own ra il­road  retirement annuity  or by the amount of her own social securi ty benefit. How ever , if  my proposal f or the  c hange in the spouse an nui ty form ula is adopted, I would  reluc tantly fav or the enactment of the bill.
The Chairman. Mr. Curt in?
Mr. Curtin. I am sorry I was late. I was detained on something 

else.
One question, Mr. Habermeyer. How many are on the Railro ad 

Retirement Board?
Mr. H abermeyer. Three members, sir.
Mr. Curtin. I s your thinking as represented by the statement you 

gave today representative o f the thinking of the other two members, as 
well as yourself, or are you speaking as an individual ?

Mr. Habermeyer. I think  I am speaking today jus t for the public 
member and the labor member.

The Chairman. Tha nk you very much.
The next witness on this  subject will be Mr. Gregory S. Prince.
You may proceed, Mr. Prince.STATEMENT 0E GRE GOR Y S. PRIN CE, VICE  PRE SIDENT  AND GEN­ER AL  COUNSEL, ASSOCIATION 0E AM ERICA N RAILR OADS
Mr. P rince. Mr. Chairman and gentlemen of the committee, my 

name is Gregory S. Prince, and I am executive vice president and gen­
eral counsel of the Association of American Rai lroads.

Mr. Chairman, if I might have permission to have this statement 
filed for the record, I mig ht spare the committee some time by not 
read ing this but by giving you the highlights of it  and discussing 
certa in of the features perhaps in more detail than  I  might  in here.

The Chairman. Very well. You may proceed as you like, Mr. 
Prince. Your statement will be included in the record. I assume you 
want to include the tables  and the  other information .

Mr. Prince. If  you please.
The Chairman. Very well. It  will be included.
(The statement refer red to follows:)Sta te me nt  of Gregory  S. P ri n ce , E xe cu tiv e V ic e  Pre sid en t and Gen er al  Cou ns el  of th e  A ss oc ia ti on  of A me rica n R ail ro ad sMy name is Gregory S. Pri nce , and I am execu tive vice president and general counsel of the Association of American  Railroad s. I appear here to present the views of the railroads with  respe ct to II .R . 10874, the bill introduced by Mr. Ha rris on September 3, 1965, to amend the Rai lroad Retirem ent Act. The bill  would  do three principal th in gs : (1) It  would eliminate the provisions which reduce spouses’ annuiti es by the amount of the monthly benefits to which the wife  was  entitled in her own rig ht  by reason of her own servic e as an employee under the social security  system or the railroad retirement sy ste m; (2) it would incre ase the earnings base on which railro ad benefits and tax es are computed from  $450 a month to $550 a mo nth ; and (3) it would make reductio ns of  var y­ing percentages in the tax rate  for the last quarte r of 1965 and for  each of the year s 1966, 1967, and 1968. The broad general effect of the bill would be to spread the impact of the incre ase in taxes on both the employees and employers over a period of more than 3 y ear s. This  favor able effect  as compared with the ori gin al Pe ll amendment would be offset in the long run by add ing an additi onal
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$5 million a year to the ann ual  deficit in the  ret ireme nt account as compared 
with the level of the deficit resu lting from the  Pell amendmen t or by adding a 
small  increase in the tax ra te  beginning af te r the  conclus ion of the str etc hout 
period  to offset th e increase  in the deficit.

This bill cannot be cons idered in a vacuum or sepa rat e and ap ar t from the  
background that  has  set  the  stage  for today’s hearing . H.R. 10874 is. of 
course, an outgrowth of H.R. 3157. introduced by Mr. Harris  and passed by the  
House of Rep rese ntat ives  ear lie r this  year. This  bill was opposed by t he  Ra il­
roa d Retirement Board , by r ailr oad  management, and,  originally  in the preceding 
Congress, by rep resentativ es of the employee organizations . The reasons set 
forth  by the Rai lroa d Ret irem ent  Board  in its  le tte r of April 26, 1065, to the 
Honorable Oren Ha rri s, signed by Howard W. Habermeyer , Chairman, seem to 
us sound and convincing, and we still  subscribe  to those  views. When this  bill 
was sent over the Senate it  was refe rred  to the Senate Committee on Labor and 
Public Welfare and set  fo r hearings before a subcommittee of which Sen ator 
Pell  was the chairman . At the  hearing on Jun e 29, Senator  Pell made a st at e­
ment in which he poin ted to a level th at  would be reached by the ac tuar ia l 
deficit for the rai lroad reti rem ent  account assuming  th at  the spouses’ benefit 
bill—then before the  subcommittee—were to pass, and the  amendments  to the 
Social Securi ty Act—then before the Senate—were passed. Assuming the pa s­
sage of these two bills, he sta ted  that  the  deficit in the  railroad  reti rem ent  
account  would be ra ised  from  $19% million to approximately $61 million  a yea r. 
In order to cure the  deficit, even then not in being, Senator  Pell said th at  he 
proposed to present an amendmen t to H.R. 3157 to rai se the base for ra ilroad 
reti rem ent  purposes from $450 per month to $550 pe r month. This, he in dica ted, 
would reduce the deficit to a level of approximately $22.3 million a yea r (which 
figure is presently est imated at $24.5 million a ye ar ).  The added tax  burden  
resu lting  from the Pell  amendmen t was estimated on a level basis as $.84.2 
million per year, of which $42.1 million would be borne by rai lroad employers 
and  an equal amount by rai lro ad  employees. No m ention was made of the  f ac t 
th at  in selecting thi s method  of reducing the  deficit in the rail road ret irement 
accoun t approximately  $45.8 million of the tax  revenue of $84 million would 
go to provide add itional  benefits, nor was any mention made  of  the fac t th at  t he  
tie-in provisions between rai lro ad  ret irem ent  and social secur ity would provide 
additional rai lroad benefi ts of $47% million as and  when the amendments  to 
the  Social Secur ity Act become law.

The witnesses who were scheduled to app ear  on II.R. 3157 were notified ju st  
3 or 4 days before they were scheduled to app ear  th at  t he ir views on th e proposed 
amendment of Senator  Pe ll would be requested. The  witness appe aring for 
rai lro ad management opposed the  Pell amendment as well as the provis ions 
relating to spouses’ benefits . The represe ntat ives  of the railroad  employees 
supported  both fea ture s, and the Rai lroad Ret irem ent Boa rd continued to oppose 
the  original  provisions of H.R. 3157, but a majori ty of th at  Board supported the  
Pell  amendment. The bill  was considered by the  Senate Committee on Labor and  
Public  Welfa re and ord ered favorably  repor ted. At th at  time Senator Pell is 
reported to have sta ted  th at if. prior to the  t ime the  bill came up on the floor of 
the Senate, rail road managem ent and rai lroad labor could agree  on any modifi­
cat ion of his amendment, he would offer such agre ement by way of modification  
of his own amendment. At the  instance of the staff member for  the Senate Labor 
Committee handl ing H.R. 3157, two meetings  were held between representativ es 
of rail road labor and ra ilr oa d management. These  meetings did not res ult  in 
agreement. When the bi ll came up on the floor of th e Sena te, a poin t of orde r was 
raised tha t the  Pell amendment had turned  II.R. 3157 into a revenue measure 
and as such i t should have orig inate d in the House of Representatives in accord­
ance with art icle  1. section 7, of the  U.S. Consti tution. This motion was d efea ted 
by a vote of 41 to 44. and the measure was then passed . The point of order  seems 
to have been well taken,  a nd  even though it  did not prevai l in the Senate, I would 
assum e tha t the House of Rep resentatives would be more zealous in guard ing its  
prerogat ives than would p erhaps  the  other body in de fer rin g to the House in  w hat 
mig ht fai rly  be called  a  quest ionab le case. Attached  to  thi s stateme nt is a very 
bri ef—and, admitted ly, hur riedly  prepared—mem orandum in support of the 
posit ion that  H.R. 3157, in its  present  posture, could no t lawfully be enacted.

There  is one more b it of information by way of background that  is relevan t to 
the  recommendations he reaf ter to be made, so I will diverge for a moment to 
supply th at  information. Several  months ago the Railway Labor Executiv es’



RAILROAD RETIREM ENT ACT AMENDMENTS 19

Association submitted to representatives of the railro ad industry a proposal for 
amendment of the R ailroad Retirement Act providing for  a supplemental annuity 
of $100 per month for an employee who retired a t or afte r age 05 with 30 or more 
years of service on a noncontributory basis. Two meetings were held between 
representatives of management and labor to discuss this  proposal, and at the 
second meeting representative s of railroad  management said tha t fur the r con­
sideration of this  proposal would necessarily have to be deferred until after an 
actuar ial study could be made of this proposal in order to determine the cost 
consequences of this proposal or any proposal providing for a supplemental 
annui ty in any lesser amount. The preliminary report of the firm of actuaries 
regard ing this proposal was submitted jus t last  month. At the same time 
demands had been served on many individual railroads for supplemental annui­
ties in varying amounts—these  demands being made pursu ant  to section 6 of the  
Railway Labor Act.

What  is done with respect to the increase in the base under the Railroad 
Retirement Act with its accompanying increases in benefits would necessarily 
have a distinct bearing upon both the need for such supplemental benefits and 
the ability of the indus try to pay for them. Neither the passage of II.R. 3157 
or of II.R. 10874 would do anything to answer the question of the wisdom of 
continuing certain provisions of the Railroad Retirement Act whereby the in­
creases under the Social Security Act bring about automat ic increases in certain 
railroad benefits. Where the differences in the types of benefits are as g reat  as  
they are between these two systems, i t would not necessarily follow th at because 
a part icula r benefit needed to be increased under the social security system a 
corresponding increase would be needed under the retirement  system. For 
instance, the maximum retirement benefit for an employee retiring at  age 65 
at the end of 40 years continuous  service in the year 1965 would be $133 under 
social security and $217 unde r railroad retirement. This is a difference of $84 
and in the years to come the spread between the two will become even greater 
(see attached table) . If. because of the relative ly low primary benefit under 
social security, it should be decided tha t the wife’s benefit should be increased 
under that system, it would not necessarily follow that thi s would be the  feature 
of the railroad retirement system most in need of improvement and yet the 
increase  would be automatic. Not only is the maximum spouses’ benefit under 
rail road retirement equal to tha t under social security, but it must be a t least 
110 percent of that maximum.

I am satisfied tha t all but the keenest students of the Railroad Retirement 
Act and its interpretation  by the Railroad Retirement Board have the impres­
sion tha t this provision would give the sixmse of a railroad employee 110 per­
cent  as the maximum of what she would have been entitled  to had her husband’s 
compensation been earned unde r the Social Security Act. However, this is not 
at  all so, and the maximum is 110 percent of an  amount equal to the maximum 
amount which could l)e paid to anyone as  a wife’s insurance benefit under the 
Social Security Act. Without attempting to elaborate on the details, the net 
effect of this proposal and its interpre tation will mean that by reason of the 
amendments to the Social Security Act the maximum spouses’ benefit under 
the Railroad Retirement Act will go up 32 percent by the first of Jan uary  1968. 
There are  numerous other tie-ins between l>enefits under  railroad  retirement  
and benefits under social secur ity tha t should be reexamined. As a general 
principle we feel it  would l>e sound that changes in benefits under the Railroad 
Retirement Act be made independently of those made under the Social Security 
Act. Railroad benefit changes should be made in relation  to other benefits 
under  the railroad system and at  the same time a decision should be made as 
to the manner in which the benefits are to be paid for in order to keep the 
retirement, account actuarily sound.

This brings me to the recommendations I  would like to  make to th is committee. 
By all odds, the most desirable solution would be to defer action on all of the 
proposals found in either H.R. 3157 or H.R. 10874 thus giving an opportunity 
to representatives of ra ilroad management to meet with representatives of rail ­
road labor in an effort to agree on what should be recommended to the Congress 
by way of modification of the Railroad Retirement Act including such matters 
as the tie-in of benefit provisions with social security, the  rate of tax, the 
monthly earnings base and the  legislative proposal of the  brotherhoods with 
respec tto  a supplemental pension. The piecemeal decisions being made by going 
forw ard with either piece of legislation referred to will impede the possibility
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of successful nego tiatio ns to bring about  a sensible solu tion in this  enti re area. 
We feel that  Congress shou ld provide this opportunity  ra th er  than  rush forward 
with has tily  conceived solu tions th at  no one has  had  an  oppor tunity to stud y 
and  thoroughly analyze.

The second solution we would  suggest would be to  proceed with cons idera tion 
of the  spouses’ benefit prov ision s but set aside  for  th is session of Congress  
any  consideration  of amendments  to the compensation base or tax  ra te  under  
the  Rail road  Reti rement Act.

The thi rd solution we would offer would be one base d upon the approach  
employed in H.R. 10874. This solution involves tak ing  the  provisions of H.R. 
10874 and adding to it tw’o additional provisions. One of these would be to 
provide tha t, hereaf ter , the  spouse’s annuity under the  R ail roa d Ret irem ent Act 
would be calculated as though  the  compensation earned  by her  husband had  
been earned under  the Social  Secur ity Act. The spouse’s ann uity  would be based 
upon the  compensation of the  employee under the Railro ad Ret irem ent Act 
except that  if such employee had earned wages und er the  Social Secur ity Act 
hu t was not enti tled  to a primary benefit and, accordingly , his wife wyas not  
ent itle d to a wife’s benefit, the  spouse’s ann uity  would be based upon a combina­
tion of the employee’s earn ing s under the two systems. This  would not involve 
a reduc tion in the ann uity of any spouse who had alread y been grante d a spouse’s 
annuity , but annuities alr eady  gran ted would not  be sub ject  to future  automatic  
increases. The second chan ge would be to provide for  a  reduction  of 0.25 pe rcen t 
in the  tax  rat e for each side  for  the years af te r 1968. The net result  of these 
changes would be to prov ide the  same savings  over the  cost of the  Pell amend­
ment as would H.R. 10874 for  the  years 1965 thro ugh  1968. For the  years 1969 
and the rea fter the cost on a level basis  would be app roxima tely  $30 million fo r 
each  side as compared wi th $42 million for  the  Pell amendment, and the deficit 
in the  fund would app rox imate  $30 million or a lit tle  over  a million dolla rs more 
than  th at  crea ted by H.R. 10874.

Fina lly, I shall  add ress mysel f to H.R. 10874 in the form in w’hich thi s bill  
is now before the  committee. I can best do thi s by comparing it with  H.R. 3157 
as passed  by the Senate.  The following table will show on a level basis  for  the  
la st  quarter of 1965 and  for  the years 1966 thro ugh  1969 the  tax  increases  
for  each side th at  would be created by the  Pell ame ndm ent and by H.R. 10874 
as compared with  the tax es  th at  would be pa id for  those periods w ith no change 
in the present base or tax  rates.

Pe rio d
Pe ll

am en dm en t
excess

H .R . 10874 
excess

Ta x re­
du ct ion 

H .R . 10874 
versu s Pe ll 
am en dm en t

(a) (» (0 (6) minus  (c)

Oct. 1 thr ou gh  Dec.  31, 1965_______________________________ 0 -1 0 .7 10.7
1906____________________________________  ___________ 39.7 3.9 35.8
1967............................................... . .......................... 39.9 16.0 23.9
1968____________________________________________________ 39.9 28.0 11.9
1969____________________________________________________ 42.3 42.3 0

While the tax reduct ions shown in the table  above app ear  substan tial , it  is 
not to be overlooked th at  the  stre tcho ut effect of H.R. 10874 is not to provide 
tru e savings to the  rail roads and their  employees bu t will  r esu lt in adding a bou t 
$5 million to the annual deficit of the reti rem ent  account. Based upon past 
experience, the situat ion  with respect  to the reti rem ent  account will not  rem ain 
sta tic  indefinitely and when adjustm ents  are  made by reason of the  deficit in 
th at  account no doubt  th e $5 million annual add ition to the deficit caused  by 
H.R. 10874 would be paid for  by the employers and the  employees.

Unfortuna tely,  time  ha s not perm itted  having a review of this  new proposal 
by the industry so we ar e obliged to use our  bes t judg men t on this question. 
Having in mind the  very  serious problems th at  would be created for certain of 
the  companies covered by the  Rai lroad Ret irem ent  Act if H.R. 3157 with  the 
Pell  amendment were to  pass, and in the belief that  the  stre tchout  of the  imp act 
of these tax  increases will  give all par ties concerned a be tter opportunity to
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fi v es ;

m ak e th e ir  pl an s to me et su ch  in cr ea se s,  we beli  
ra il ro ad  in dustr y  wo uld  ex pr es s a pr ef er en ce  fo r 1
I f  H .R . 3151 wer e adop ted  in  th e fo rm  pa ss ed  by  

valid  st a tu to ry  e na ct m en t j
A rt ic le  1, sect ion 7 of  th e C onst it u ti on  p rovide s : I 
“A ll bi lls fo r ra is in g re ve nu e sh all  ori gin at e in  t!

but th e S en at e ma y propose or co ncu r w ith  am en dn fe nt s as  on o th er
Th e qu es tion  ar is es  w he th er  th e P ell  am en dm en t a > 4 K ^ it e s  th is

m ea su re  as a bil l fo r ra is in g re ve nu e th a t shou ld  orign ^ f^ M T HW iflWse of  Rep ­
re se nta tives . In  the Se na te  de ba te  on  th is  qu es tio n on . 1965, th re e
Su pr em e C ou rt  ca ses were ci te d to  su pport  the co nt en tion  th a t th e  Pe ll am en d­
men t di d no t ru n af ou l of  a rt ic le  1, se ct ion 7. The se  ca se s a re  U.S.  v. Nor ton  
(91 U.S . 569 (1 876)) ; T w in  C ity Nat io na l B ank  v. N eb ck er  (167 U.S. 196 
(1 89 7) ),  and  M ill ar d  v. Rob er ts  (292  U.S . 429 (1 90 6)) . In  al l th re e  ca se s the 
pr ov is ions  fo r ra is in g  re ve nu e w er e m er el y  i nc id en ta l to  th e m ai n pu rp os e of  th e 
hil l, an d in  none  of them  w as  it  th e  pri m ar y  pu rp os e of  th e ac t.  In  U.S.  v. 
N or to n  th e  pr in ci pa l pu rpos e of  th e  bi ll was  th e cre at io n  of th e  po st al  money  
or de r sy stem . In  Tw in  City N ati onal B ank  v. Ncb ek er  th e C ourt  st a te d , “Th e 
main pu rp os e th a t Co ng res s ha d in  vie w was  to  pr ov id e a na ti o n a l cu rren cy  
ba se d upon  U.S . bon ds,  an d to  th a t en d it  was  de em ed  wise to  im po se  th e ta x 
in  qu es tion .” As the Cou rt w en t on  to  say,  “T he  ta x  was  a  m ea ns  fo r ef fectua lly  
ac co m pl ishi ng  th e gr ea t ob ject  of  gi vin g to  th e peopl e a curr en cy  th a t wo uld  
re st , pri m ar ily , upon the ho no r of  tin* Uni ted  S ta te s,  an d be avail ab le  in ev ery 
pa rt  of  th e co un tr y. ” In M ill ar d v. Rob er ts  th e Sen at e in it ia te d  an  ac t wh ich  
re qu ir ed  ce rt a in  ra il ro ads to  e li m in ate  gra de cros sing s and to  const ru c t a ra il ­
ro ad  de po t. In  th a t cas e, a su m  of  mon ey  was  to  he pai d to th e  ra il ro ads to  be 
ra is ed  by  th e levy of  a ta x on th e  pro pe rty of ar ea  re si den ts  an d the Cou rt 
co nc lud ed . “W ha te ve r ta xe s a re  im po se d are  bu t mea ns  to th e pu rp ose s prov ided  
by th e ac t. ” Ther e ar e  tw o o th er ca se s inv olving  in te rp re ta ti on  of  th is  sec tio n 
of  tin* C on st itut io n,  F lint v. S to ne T ra cy  Co mp an y (220 U.S. 107 (1 91 1) ) and 
Rai ne y v. Uni ted St a te s (232  U.S.  310  (1 914) ).  In  ea ch  of  th es e ca se s new  ta x 
pr ov is io ns  were ad de d by Sen at e am en dm en ts  bu t in  ea ch  ca se  th e  bil l to which  
th e am en dm en t wa s at ta ch ed  w as  de em ed  by th e Su pr em e C ourt  to ha ve  been a 
reve nu e m ea su re  it se lf  an d one th a t origi na te d in th e Hou se  of R ep re se nt at iv es . 
In  each  ca se  th e  Su prem e Cou rt he ld  th a t th a t was  su fficient.

In  th e pre se n t si tu at io n  it is en ti re ly  cl ea r th at II .I t. 3157. as it passed  the
Ho use of  R ep re se nt at iv es , w as  n o t a reve nu e m ea su re . T her ef or e,  the te st s 
of  th e S to ne  Tr ac y Co mp an y ca se  and th e Rai ne y  ca se  ar e  no t me t. Also, it 
see ms qu it e  c le ar th a t th e te st s of  th e  Nor ton  ca se , (lie  N eb ck er  ca se  an d the 
Rob er ts  ca se  a re  no t me t by th e si tu a ti o n  a t ha nd . To  sa y th a t th e Pell am en d­
m en t is m er ely inci de nt al  to  th e m ain  pu rp os e of  th e bill  is pa te n tl y  ab su rd . In 
th e fi rs t plac e,  it is bey ond reas on  to  s ay  th a t an  am en dm en t whi ch  wo uld  prov ide 
ta xes  in th e  am ou nt  of .$84 mill io n a yea r w as  me re ly  in ci den ta l to tin* ma in 
pu rp os e of a bil l th a t pr ov id ed  fo r cert a in  ad dit io nal  Ixmefits  in th e am ou nt  of 
$14 mill ion a ye ar . Thi s po si tio n is  fu r th e r fo rt if ied by th e st a te m en t of  Sen at or  
I’el l a t th e he ar in gs on H.R. 3157 on  Ju ne  29, 1965. wh en  he  ga ve  offic ial no tic e 
of  hi s in te ntion  to prop os e th e so -c al led Pel l am en dm en t to H .R . 3157 an d aske d 
th e w itnes se s to ad dr es s th e ir  te st im ony to  bi s prop osed  am en dm en t as  wel l as  
to th e bil l. In  th a t st at em en t he  o u tl in ed  the si tu ati on  w ith re sp ect to the deficit 
in  th e ra il ro a d  re ti re m en t ac co unt and  how  hi s am en dm en t wou ld tend  to redu ce  
th a t de fic it.  It  is tr ue th a t th e in cre ase  in th e ba se  prop os ed  by Sen at or Pe ll in 
his  am en dm en t wo uld  cre ate  c e rt a in  ad dit io nal  Ixmefits  as  we ll as  br in g in add i­
ti onal  ta x  mo neys , bu t his  st a te m en t does no t includ e one word as  to  an y nee d 
fo r su ch  in cr ea se s in be ne fit s or.  in  fa ct , th a t it  wou ld  ha ve  th is  re su lt.  The  
who le te no r an d e mph as is  of th e s ta te m en t is on th e am ou nt of  mon ey  th a t wo uld  
be ra is ed  to off se t th e defic it in th e  ra il ro ad  re ti re m ent ac co un t, m or e th an  hal f 
of  which  w as  no t a tt ri bu ta b le  to e it h e r II .R . 3157 as  pa ss ed  by th e  Ho use,  or  th e 
I’el l a m en dm en t i tsel f.

It  seem s ines ca pa ble th a t H.R.  3157 as pa ssed  by th e Se na te  h a s  bec ome a bill  
fo r ra is in g  reve nu e an d,  no t hav in g  origi na te d in  th e  Hou se  of  R ep re se nta tives  
in  th a t fo rm  o r in an y oth er  fo rm  th a t could  po ss ibly  be de em ed  a re ve nu e mea s­
ur e.  th e re su lt in g  st a tu te —i f en acte d—w ould be in viol at io n of  a rt ic le  I. secti on  
7 of  th e C on st itut io n.
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Maximum social se'eufity and railroad reti rem ent  benefits for  employees  who 
will rotire at aye 65 at the end of years 1965-76 after -fi) years of cont inuous 
serviqte , i>

---- f - ---------------

\  D a te  o f  r e t i re m e n t  D ec. 31
Soci al

se c u r it y
(F IA )

R a il ro a d  r e t i r e m e n t

P re s e n t
la w

W i t h  $550  
e a rn in g s  

b a s e  a ft e r 
1965

1965 ______________________________________________________________ $133 $217 $217
1966 136 220 222
1 9 6 7 .- -  ______ _____ _____________________________________________ 138 229 232
1968 .  _______________________________________________________ 141 238 244
1969 ________________________________________________ 143 247 254
1970 . 144 257 265
1971 — ____ ____________________________________________________ 146 266 276
1972 ____ ______________ ______ ____________________________________ 147 275 287
1973 ___________________________________ _________________________ 148 284 298
1974 . ____ ____________ .  __________________________ 149 294 308
1975 _____ _____________________________________ _____ ____________ 150 303 320
1976 ___________________________________________ _________ _______ 151 312 330

S ourc e: Off ic e of t h e  A c tu a r y  a n d  R e se a rc h , U .S . R a il ro a d  R e t ir e m e n t  B o a rd , J u ly  23,  1965.

Mr. P rince. Mr. Ch airma n, in yo ur  opening sta tem ent you de­
scrib ed the  pr incipa l fea tur es of the  bill  th at  is now before th e com­
mittee, so I wi ll no t undertake  to repe at th at  at  th is point  in my 
sta tem ent . I do n’t believe we can fa ir ly  come to the question before  
us wi tho ut some refe rence to the backgro und th at  br ing s us to  th is 
point in time.

Very briefly, the situa tio n is th is : II .R . 3157, int rod uced by the  
cha irm an,  was b efore this  committee  ea rli er  th is  year , rep or ted ou t a nd  
passed by the  Ho use of Repre sen tat ive s. That  bill de alt  only wi th 
the  so-cal led spo use ’s benefi t, e lim inati ng  th e reduct ions in the spo use ’s 
benef it th at  now  are included in the  ac t where the spouse ea rns a 
pr im ary bene fit ei ther  under social  secu rity or  und er ra ilr oa d re ti re ­
ment. Such a be nef it is deduct ed from I he spouse’s benefit.

Tha t bill was opposed  by the  Ra ilr oa d Re tire ment Bo ard.  Mr. 
Ila be rm ey er  add res sed  him sel f to th at  fu rt her  this mo rning. I t  was 
also opposed by  the rep res entat ive  of ra ilr oa d man agemen t. In  the  
prec eding Congres s the rep res en tat ive  of  the Ra ilroad Br othe rhoo ds  
also opposed th a t provision.  La ter , they  came to  supp or t it. We 
stil l, as does M r. Ila be rm ey er  on beha lf of  t he  Retire ment Bo ard,  op ­
pose th at  pro vis ion . We do not th ink it is a sound pro vis ion . We 
do not th ink th at  th is  piecemeal approa ch  to the  problem s in th e ra il ­
road reti rem ent system is a good one.

I ju st  m igh t mention  one lit tle  factor  re ga rd ing the  spouse’s ben e­
fit. We point  to the  fac t, and the  rep or t of  the  committ ee po in ts to 
the  fac t, that  some 40,000 o f them will lose th ei r dua l bene fits un de r 
the  law  as it sta nd s today,  an d th at  t his  i s w ha t the spouse's bill un de r­
takes to cure . Ho wever , it is a cur iou s th in g t ha t we have ju st  gone  
throu gh  am end ments  to the  Socia l Se cu rit y Act and  nobo dy seem s to 
reg ard  it as ine quitable  or  un fa ir  th at  un de r that act in the case of 
hundred s of  thou sand s of wives a ded uct ion  is made from the wi fe ’s 
benefit when she,  hersel f, ear ns a prim ar y benefit under the  social  
secu rity  system . In  fact, it isn’t even know n how many. Th e best 
figure  we cou ld ge t from  the Socia l Se cu rit y Board  was th at  ap ­
proximate ly 275,000 of them had deductions made from  th ei r wi fe ’s
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benefit by reason of their own pr imary benefits under social security. 
And where their  primary benefits exceed their wife's benefit, the 
Board has no record of it and it is believed that that number prob­
ably great ly exceeds the 275,000.

So, I  say to you tha t the provision in the current law is not an ex­
trao rdin ary  one, and you didn’t see fit to do anything about it in so­
cial security. We still say tha t we think  i t is a mistake to go at this 
one provision of the Railroad Retirement  Act.

The Chairman. Can a spouse draw her ra ilroad retirem ent to which 
she is entitled under covered employment with the railroad industry 
and at the same time the spouse’s benefit ?

Mr. Prince. Not at the same time as the spouse’s benefit, Mr. Harris. 
If  she has a primary benefit—no, excuse me. If  she is the  wife of an 
employee working under social security-----

The Chairman. I am not ta lkin g about social security. 1 am talk ­
ing about railro ad retirement.

Mr. Prince. A spouse, the wife of a railroad man, has deducted 
from her benefit as a spouse any amount tha t she may lie entit led to 
by reason of her own service unde r railroad retirement or social 
security.

The Chairman. I don’t want to interrup t here, but the railroad 
retirement feature  in that  respect is precisely the social security 
feature, of people covered under social security versus people covered 
by ra ilroad  retirement.

Mr. Prince. Tha t is correct, Mr. Chairman. You are now chang­
ing it, though, by your provision. Bear in mind tha t the important 
thing  under  social security is t ha t of the 2,800,000 wives, only 1,000 
of them are employed by railroads and entitled to any railroad benefits. 
And of the many, many thousands of them that  are employed them­
selves under social security, the ir benefits under social security are 
deducted from their wife's benefit under tha t system.

That is the really significant thing. That makes it comparable to 
what we have today in the railroad industry,  and your amendment 
would remove, as a practical matte r, tha t comparability.

Mr. M oss. Mr. Chairman, would the gentleman yield at tha t point ?
The C hairman. Mr. Moss.
Mr. M( iss. I wonder if the significan t factor is a comparison of 

railroad retirement with social security, or whether a more appropr i­
ate comparison would be the rail road worker and his spouse and a 
steelworker or a worker in the automotive indust ry and h is spouse, as 
to the types of benefits that they can draw under (1) the company plan, 
plus social security, and (2) the tota l package which the railroad em­
ployee and spouse would draw from rail road retirement.

Would you come up with perhaps a little more in teresting result? 
There is no reduction in either the  social security or the company-spon­
sored package under, say, the steelworkers’ contract ?

Mr. Prince. I am sorry, Mr. Moss, I am not familiar w ith the steel 
company contracts, or any of the outside supplemental benefit plans.

Mr. Moss. Don’t we have to take some cognizance of the progress 
being made in these areas of negotiated packages supplementary to 
social security when we study railroad retirement, where we have a 
unique situation?  We have a p riva te system, all contributions being 
from the employee and the employer, governed under laws written  by
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t lie ( 1ongress  and  ad minist ered  by a b oard o f di rec tor s appoin ted  u nd er  
law and  compensated entirely  from  the  fun d. It is a pr ivate system 
that  was put toge ther  under law and  dir ected  under law. Th e to tal  
package tha t it produces  should he consi stent wi th  the paca kges being  
pro duc ed in the com bin ation systems in Am erican  industry, shou ldn’t 
they?

Mr. P rince. Let me say tha t if that  is rele van t and  should en ter 
into  your de ter mi na tio n of what to do about the  Ra ilroad Re tirem ent 
Act, the re ce rta inly  have been no heari ngs th at  bro ugh t fo rth  the 
fac ts in th at  rega rd  on which we w ould  be in a pos ition to act today.

Mr. Moss. I am qu ite  aware  of the  fact  th at there have been no 
bearings. As a m at te r of  fac t, I some times fel t th at  pe rhap s we 
shou ld, in conside rin g ra ilr oa d ret ireme nt,  take  a look at  the  overa ll 
gains  of Am erican indu str ia l work ers. The ra ilr oa d employee is in 
much the same predica me nt as the  em ployee of  the  steel indu str y,  the 
ut ilit ies  ind us try  ot he r than  rai lro ads, and  in many instances great  
progres s has  been ma de  in fringe benefits , pe rh ap s moving  ahead  of  
the  rai lroads . I do n' t know.

Mr. P  rince . Let me say in th at  reg ard th a t severa l mo nth s ago , 
in the  sp rin g of th is  year,  the rep res entat ive s of  the  Railway La bo r 
Execu tive s’ Associatio n asked to con fer  wi th rep res entat ive s of  th e 
Associatio n of Am eri can  Ra ilro ads, and la te r I  th ink with a s ubc om­
mittee of our  bo ard of  d irectors, at  wh ich the y o utl ine d a pl an for  su p­
plementa l benefits in the  ra ilr oa d ind us try  th at  they would like  to  
propose by wav of amend ment to the  R ai lro ad  Retire ment Act,  c al lin g 
fo r a benefit of $100 a mo nth  fo r wh at they refe rre d to as c are er ra il ­
roa d employees,  those  ag ed 65 with at least  30 y ea rs o f service, th e $100 
pe r month to be prov ided  solely at the  e xpense of  the employer  w ith­
out. any c on tribu tion by  the  employee.

We took the  pl an  and  said  th at  we would  cons ider it ; th at  we 
tho ught it pr op er ly  did  belong fo r consider ation along with  what 
should  be done  un de r the  Ra ilroad Act , ju st  as you have ind ica ted , 
an d that  these m at te rs  shou ld be taken  u p t og ethe r. We should stud y 
the  Ra ilro ad Re tir em en t Act , the deficiencies th at  mig ht be in th at 
system, points  where it is low in benefit s, po in ts where it is u nexp ect­
edly and perha ps  u nne ces sar ily  generous— all of  th at  a long with th ei r 
dem and  or  their sug ges tion fo r leg isla tion  pr ov id ing fo r a su pp le­
menta l pension.

We also said th at  th is  required study. It was a matt er  we had not 
ha d before us he ret ofo re,  and  we need ed an  ac tua ria l study. We 
needed to know wh at the costs would be of a sup pleme nta l bene fit of  
the kin d the y were speakin g of. or  some lesser  supplemental benefit.

We undertook to re ta in  a firm of  ac tua rie s to give us the  basi s on 
which we could  conduct conferences in telli ge nt ly  about  thi s pro posal  
of  the irs.  We hav e jus t received the  pr el im inary report  from  them,  
in Augus t of th is year.  The bac kup  pa rt of  th is report  is abou t 12 
inches  high. But by the  time  we g ot th is rep or t we were emb roiled 
in thi s “fight ,” if you  will call it th at , over the Pell  ame ndm ent , and 
we were unable to con tinue our discussions of  th is or of  the cha nges 
th at  ought to  be  made  in t he  re tire me nt act.

We th ink—a nd  th is  br ing s me to what the  real reco mmendation is 
th at  we would like to  make to th is com mit tee—th at  we oug ht to  be 
given the  o pp or tu ni ty  to sit down, c alm ly an d quietly, with  the  rep re-
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senta tiv es of  r ail roa d labor, c onsid er the Ra ilroad Re tirem en t Act , t he 
effect upon that  act of the  passage of the social security amendments,  
the  effect upon the deficit , the  need to r ad dit ion al benefits, if  any, u nder 
the  Ra ilroad Ret irem ent  Act ; thi s sup plementa l bene fit pro posal of  
the  Ra ilr oa d Broth erh oods; the var ious tie-in  provisions between 
social  secu rity  and ra ilr oa d ret ireme nt.

Incide ntal ly , and  as an aside,  it is those tie- in provisions that  make 
for au tom ati c increases in ou r system wheneve r the re is an increase in 
cer tain of  the  benefits  unde r social  securi ty, th at  are  resp ons ible  fo r 
the hig h deficit in o ur syste m. It is not just  t he  fina ncial interc han ge.  
Fi na nc ia l interc hange bene fits us. But it is these au tom ati c tie-ins. 
All of  these ought t o be pa rt  o f th is  conference.

Mr. Moss.  Aren 't you ov ersim pl ify ing dangero usly by stat ing th at  
it is tho se autom atic fea tures  which have  led to  the  def icit? Is n’t it 
the fac t th at  the deficit is fa r more complex than  ju st  th e autom atic 
features  th at  a re bui lt int o the syste m ?

Mr. P rince. Ce rta inl y th is  is not by any  means the sole fac tor . I 
di dn ’t mean to indicate  th at . I meant it was one of  th e importa nt 
thi ng s th at  ought to be con sidere d in a tho rou gh review of  th is  si tua­
tion.  We  think  th at  the  Co ngres s would be taki ng  a wise r step  if 
they post polled the  conside rat ion  o f th is w hole thing , th e sp ouse’s bene­
fit, the  increase  in the  base,  th e change  in the  tax rat e, un til  ear ly in 
the  nex t session of  C ongress , an d give  us the op po rtun ity  t o see i f we 
can't  sit  down with rai lro ad  labo r and  work out a sensible solu tion  to 
thi s, an d inc lud ing  c on su lta tio n with  the  Ra ilroa d Re tirem ent Board  
which k nows the weak features  of our act. We th ink th at  that  would 
be the  best t hing  that  could be done in the p res en t situ ati on .

Mr. Moss. Before re tu rn in g the  floor to my chairma n, I want to say 
that  I can not disagree  with th e conclusion you have  reached that  a 
study  is nece ssary, but  1 do n't  th in k it is necessary  t o delay  action on 
th is ra th er  minimal  impro vem ent  in orde r to un de rta ke  th at  study.
I th ink that study is finally go ing to have  t o be un de rta ke n fo r many  
reasons.

I hav e read you r sta tem ent with great care,  and  I do n’t th ink that  
the  case is made for postponem ent, but certa inly it well pre dic ate s the 
need fo r a  comprehe nsive st ud y of  the  system.

Mr. P rin ce . May I co mment on one rem ark  o f Mr. Moss ’ before the 
nex t quest ion? .

The C hairma n. The Cha ir  does not want to in te rrup t, but I do 
th ink you  oug ht to make yo ur  sta tem ent  before  we get off into  these  
an ci lla ry  things, which I an tic ipated  we were go ing  t o get  into . I do 
feel if  we could stay  pre tty mu ch on what you have here to try to 
st ra ig ht en  th is out, we would al l be liet ter  off.

Mr. P rin ce. I would  be ha pp y to comply with th at , if  you wish.
Mr. Macdonald. 1 don't  belie ve my ques tion will br in g up any 

an ci lla ry  matt ers , bu t I tak e it  you oppose the  so-called Pel l amend ­
me nt on the basis  of cost to th e ra ilr oa d:  is th at  cor rec t ?

Air. P rin ce. Cost to the  ra ilr oa d is a very  im po rta nt  feature of it. 
Do n’t mista ke  me. Th ere is mo re tha n that , however. I say  it is an 
impedim ent to any  conferences to sett le th is whole pro blem,  inc lud ing  
th ei r dema nd fo r a leg islative  ena ctm ent  of  a supp lem ental  benefit.  
T hat  needs  to be coupled wi th con sidera tion of th e b enefits unde r ra il ­
road re tirem en t. You can't  he lp  but have  the two  re lated . Th e cost
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of these present changes in t he railroad retirement will very definitely 
affect the ability of the industry to provide any supplemental benefit 
or to meet the cost of such.

So the two ought to be dealt with together.
Mr. Macdonald. You are perhaps correct about that, but I was 

wondering if you know, representing the Association of American 
Railroads, what the  cost to the American railroads would be.

Mr. P rince. Of  the present bill, sir?
Mr. Macdonald. Of the Pell amendment.
Mr. P rince. The Pell amendment? It  is estimated on a level basis 

that  it would cost $42 million a year to each side, the employer and the 
employees alike.

Mr. Macdonald. Spread out among how many railroads?
Mr. P rince. I don’t know how many are subject to it. I t is a vast 

number of railroads, some 500 or 600, probably.
Mr. Habermeyer, do you know the number ?
Mr. Habermeyer. It would be about 600 or 700, I think, counting 

the short lines. There  are about 250 short lines, and 100-some class I’s, 
a lot of switching and terminals.

Mr. Prince. Probably 95 percent of it is paid by the class I  ra il­
roads, of which there  are less than 100 now’.

Mr. Macdonald. Being counsel for the railroads, you are better at 
mathematics than  I am, but how much would it come out to for each 
railroad?

Mr. Prince. You can’t measure in terms of averages, because you 
have too many rabbits and too many elephants in the picture.

Mr. Macdonald. And maybe too many railroads.
Mr. Prince. Perhaps. There are some steps being taken to try  to 

make a more efficient and orderly system out of our railroad system. 
It is very hard to answer the question, Mr. Macdonald. 1 am not trying  
to dodge it. 1 just don't see how 1 can give you a very sensible answer. 
I know’ one or two railroads in the northeast that are in very bad 
financial condition that, indicated the cost of this would be a very 
severe blow’ to them.

Mr. Macdonald. Is if the Federal Government or the S tate govern­
ment that is now runnin g them ?

Mr. Prince. I did n't understand your quest ion.
Mr. Macdonald. As I understand, the New York, New’ Ilaven & 

I Tart ford is in bankruptcy and being run by trustees.
Mr. Prince. Tha t is correct.
Mr. Macdonald. Therefore, the railroad, itself, will not absorb a 

loss. It is public funds  that are running them at present.
Mr. P rince. Tha t is sort of a side issue, I guess, as to who pays the 

costs of the New’ Haven.
Mr. Macdonald. I was referring to  the northeast  railroads in gen­

eral.
Mr. Prince. You indicated you would like to know’ how much it 

costs on cer tain railroads. 1 have the figures on a few’. Perhaps that  
will help you to have a rough idea of what the impact is on certain 
railroads.

It would cost the New Haven, the employer, half of the taxes, about 
$500,000 a y ear; for the Boston & Maine, about $200,000 a year; for 
the Reading Co., about $400,000 a year; for  the Erie-Lackawanna,
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about $800,000 a year; for  the Central Railroad , of New Jersey, about 
$200,000.

Taking a larger railroad,  the C. & O., the employer’s share would 
run  about $2 ^ million a year.

I just happen to have those figures on part icular railroads  tha t will 
give you some idea of the cost to the individual railroads.

Mr. Chairman, I am trying  to follow your suggestion.
The Chairman. I hope we can go ahead with the bill we have here 

before us.
Mr. Prince. I may be able to skip a good bit of my s tatement by 

reason of the discussion tha t has taken place.
I was going on to po int out the haste with which th is whole problem 

was approached in the Senate. When the House bill went over to the 
Senate, hearings were set on the House bill, a bill involving $14 million 
in added benefits, at a cost roughly of $7 million to each side. It  got 
over there and af ter  being noticed for hearing on t ha t basis, the chai r­
man, about 4 days before the hearings, gave word to the witnesses that  
he would like to hear from them on a proposed amendment he was 
going to make.

The tail of this dog would have added $84 million to the cost as 
compared to the original $14 million. There was no notice of that 
officially. When the witnesses appeared on Tuesday, they were re­
quested to express their  views about this amendment. This amend­
ment was put in to cure a deficit that had not even occurred. It was 
a deficit premised upon the  assumption that the Social Security Act 
was going to pass, which would create an additional deficit in the r ail ­
road system, and, it is true, it did, and on the assumption that  the very 
bill to which this amendment was to he attached, the spouse’s bill, 
would pass, and would add a deficit.

So he asked witnesses to appear  and tell what they thought of an 
amendment to cure the situat ion that hadn't even happened. That, 
is just an example of the haste with which Congress, the Senate, 
undertook a problem of this  magnitude with a proposal to increase 
the monthly compensation base from $450 to $550 a month, the 
largest increase since the inception of the Railroad Retirement Act 
in 1937. We are asked to deal with it on that basis.

Our witness had no figures. He was unable to make much of a 
statement. It  was la ter supplemented by a written  statement. But 
I don’t think that is the way this Congress should undertake con­
sideration of a measure of thi s great importance.

I thin k that fortifies the reasons I gave earlier as to why action 
by the Congress on this matter  should be deferred until we have an 
opportuni ty to approach it intelligently through conferences with 
the railroad employee representatives and the Retirement Board.

This  was done in 1963 fo r the first time in many years, and it saved 
this committee the push ing and pulling that  has gone on through 
the y ears with railroad  employees putt ing up proposals and railroad 
management fighting them, and a real donnvbrook ensuing every 
time. We settled it intelligently in 1963, and we were hopeful we 
would be able to do it again. We haven' t had a fa ir opportuni ty.

Mr. Chairman, I touched very briefly in my sta tement on the point 
of order raised in the Senate on S. 3157 and I will not say anything  
here. I attached a brief  memorandum to my statement. It was



28 RAILR OAD RE TIRE MEN T AC T AM EN DM EN TS

rather  hurriedly  prepared , because there just hasn't been much time. 
It deals with  the point of  order.

There  is one other thi ng  I want to say about these tie-ins with  
social security, whereby increases in social securit y brin g about auto­
matic increases in benefi ts under the railroad retirement system. It 
does not follow that because one particu lar benefit under social secu­
rity needs improvem ent that that same benefit under the Rai lroad 
Retirement Act  is the one most in need of improvement.

For example, what is goin g to happen to spouses as a result of the 
tie-in with social secu rity  is a perfect example of  this. The  benefits 
for  spouses— and I am not talkin g about old II.R.  3157 and the 
spouse's provision in that, I am not talkin g about that at all— as a 
result of the amendments to the Social Sec urity  Act the spouse's 
benefits which have heretofore borne a relat ionsh ip of about $63.50 
for  the maximum spouse 's benefit under social security, to $69.50, or 
some such figure as that, for  railroad retirement. Because of  this  
tie-in between social security and railroad retirement, and a certa in 
gimm ick in the law, the benefits to spouses under railroad retirement 
between the time just preceding the passage of  the Social Secur ity  
Act Amendments and Jan uary 1, 1968, are going  up 32 percent. Th e 
spouse's maximum under  railroad retirement is goin g up from $69 
and a fraction to $92.40. That is because of  this automatic tie-in.

I say that is one of the things that ought to l)e examined. I think 
as a princip le we ought to decide the benefits that need to he improved 
under railroad retirement, the manner in which  the money will be 
raised, the way in which to keep the deficit down to a level that will 
make the system actua rily  sound; and we ought not to be tied in on 
these automatic benefit provisions to social security.

Mr. Chairm an, I gave,  as our first recommendation, the deferment 
of  consideration of this  propo al in its ent irety. I would say our 
second proposal is sort of  an expedient answer along the line that Mr. 
Habermeyer gave.  I say the second best thing  would be to go ahead 
and pass the orig inal spouse's bill, if  you wil l. We  don't think it is 
a sound move, but if  you will,  go ahead and pass it and hold over the 
changes in the base and tax rate until next session. 'Phis clea rly  
is an expedient answ er simply because the matter of the tax base 
and rate is a far more important part of the whole proposal than the 
spouse's benefit bill. It costs $84 million as against the $14 million 
for  the spouse's pro vision.

If  that is not somethin g that can be done at this stage of the game, 
and you feel something  has to be done now and you can't wait until 
next year, then I would  recommend a third solution. Thi s solution 
follo ws very  closely the solution advanced in 11.R. 19874. It would 
adopt the increase in the base to $559 a month. It would adopt the 
tax structure in that bill precisely. But there would be two amen d­
ments to that bi ll;  one amendment would provide that hereafter the 
spouse's benefit, benefits of  wives of  railroad workers , would be de­
termined as though the railro ad employee were work ing under social 
security. In this way, the railroad man's wife would obtain the same 
spouse's benefit as she w ould obtain if  her husband were wo rkin g under 
social security.

We think that is amp ly generous with regard to the spouse's benefit, 
because when you look at the spouse's benefit, as I said l>efore. you can't
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look at it in a vacuum. A spouse’s benefit is one to the wife of a l iving 
annu itant.  It  was provided to enable two aged people to get along. 
The  annu itant’s benefit is a very important and significant factor  in 
determining wliat the level of the spouse’s benefit needs to be in 
order to be fair and equitable.

Where you have the annuitant’s benefit under railroad retirement 
prac tically double, almost to the dollar, what it is under social secu­
rity, then I say a spouse’s benefit at least the equal of tha t of the 
spouse of a worker unde r social security is ample.

And then at the end of the line, in 1969, when, unde r H.R. 10874, the 
tax  structu re would go back to the original tax structure, we would 
suggest that  you continue in effect a reduction of one-quarter of 1 
percent for each side.

With those two changes, the effect of the bill would be not only 
to stretch out the impact of the tax increases re sulting from the in­
crease in base for a 3%-year period, but it would continue some 
decrease into the future . It  would leave a deficit in the railroad 
retirement  fund of around $30 million. This compares with $29.8, 
I  think it is, as the deficit le ft by II .R. 10874. So it is substantially 
the same.

With  those two amendments, we would accept this  bill.
The  Chairman. One of them was a different formula for computing 

the spouse’s benefit, and what was the other ?
Mr. Prince. A reduction in the tax rate  for the years after  1968 

of one-quar ter of 1 percent fo r each side.
The Chairman. Tha t would be one-half of 1 percent, or a savings 

of about $22 or $23 million ?
Mr. Prince. Tha t is righ t. This would largely be offset by the 

change in the formula with respect to calculation of future spouse’s 
benefits.

The Chairman. ITow much would be saved in the  different formula 
of the spouse’s benefit ?

Air. Prince. Around $21 to $21.5 million is the best estimate we have 
been able to get from the Retirement Board. This would not lower 
the benefits of any spouses already on the rolls. Any annui ties already 
gran ted would not be affected. What it does it take away the prospect 
for this rather inordinate increase that  is going to  take place over the 
next 2 years in spouse’s Ixmefits. They ju st jumped from $69 to $74, 
and they are going to jump in 2 years from $74 to $92. No other 
benefits under this act or social security will have any such jump 
as that.

So, Air. Chairman, that  is our third  recommendation.
The Chairman. What is the  formula, to take this a lit tle further— 

and I  know this is getting into technical detail—for determining the 
spouse’s benefit under railroad retirement under present law?

Air. Prince. Under  rail road  retirement, the benefit is one-half,
I believe, and I stand to be corrected, of her hubsand’s, but with a 
maximum of 110 percent of the benefit th at might be granted to any 
annuitant under social security. This is the gimmick in the law 
T referred to earlier.

The Chairman. Explain how tha t operates.
Air. P rince. Air. Chairm an. I  will probably falt er along the line, 

and T hope Air. Habermeyer will correct me.
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The Chairman. Say the employee gets a retiremen t of $200 a month, 
and the spouse gets a benefit of one-half of tha t, or $100.

Mr. Prince. She would not be entitled to tha t when she exceeds 
the maximum.

The Chairman. Bu t let’s take it a step at a time. The first step 
would be 50 percent.

Mr. Prince. That  would be the first step.
The Chairman. It  would be $100.
Mr. Prince. If  it were less than the maximum, she would get the 

whole thing. If  it were more than the maximum, it would be cut 
down.

The Chairman. I f  i t were the maximum, what  would be the bene­
fit { Tha t is, on $200.

Mr. P rince. This year, I judge it would be $69. No, it is $74 now, 
since the amendment to the Social Security Act.

The Chairman. We already determined it to be $100.
Air. Prince. Then it  would jump to $83 and then to $92. Mr. Cha ir­

man, there is just so much money in the railroad retirement  account.
The Chairman. I know, but  let’s go back to  this. If  you are like 

myself, if you don’t know how to do it, we will ask one of these other 
experts about it.

Mr. Prince. I thin k I have told you general ly how it is done.
The C itatrman. It  can’t be correct, because we have a lready shown 

tha t the first step would make her entitled  to $100 a month. , tAir. P rince. That is right.  She would be entitled  to it, i f it didn’t 
exceed the maximum.

The C hairman. If  i t exceeds the maximum— —
Air. Prince. Then she is cut down to the  maximum limit.
The Chairman. Do you mean if it exceeds the maximum, she gets 

a reduced annuity?
Mr. Prince. That is righ t. Tha t isn’t any great surprise, I wouldn’t 

think.
Air. Chairman, let’s look a t this thing another wav. The spouse s 

benefit has no more been “purchased” by the  employee than is a wife’s 
benefit under the Social Security Act. If  it is purchased by the taxes 
paid  by the employee, what about the bachelors? There is no spouse’s 
annuity  for them, and yet they have paid the same amount of taxes 
as the married men.

The Chairman. We can’t argue to get rid of that.  Every system 
has benefits for a spouse, including our own, the Federal employees, 
railroad employees, social security, everyone. We can’t do away w ith 
that.

Air. Prince. All I say is tha t it ought to be related to the other 
benefits under the system. The very purpose of  put ting in the spouse’s 
benefit—and you d idn’t  have one original ly—go back and read your 
own reports—was to provide two aged people enough to live on. I f  
you have a spouse, you need additional money.

I have one additional thing to say, and then I  will be through. Th at 
is, that I suppose at this  point in time we should comment on H .R. 
10874 just as it is before this committee. I thin k th at can best be done 
by making a comparison of it with the H.R. 3157 as it passed the 
Senate. You will find th at that  is done on page 8 of mv statement, 
where there is shown the amount of cost on a level basis in taxes for
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each side as compared with wha t the  taxes would be i f t here  had been 
no change in the present base of $450 and on change in the tax rate 
scheduled to go into effect under present law.

The amount by which the Pel l amendment, as I  have designated it, 
that is, H.R. 3157 as it passed the Senate, exceeds what costs would 
have been under present law, is in column B; in column C you see what 
would happen under H.R. 10874 as it is before this committee now, and 
then in the final column the amount of money each ye ar tha t would 
be saved to each, the employer and the employees as between H.R. 
10874 and the so-called Pell  amendment.

The savings are substant ial in the 4-year period, but I  want you to 
appreciate  the  fact tha t this is no t a saving in a true sense. You are 
not g ran ting any great saving to the  railroad employees or to ra ilroad  
management. This is something tha t has to be paid for  and a check 
picked up for it on a deferred basis. As Mr. Haberm eyer said, this 
will add about $5 million a year  to the deficit on a level basis. That 
is the effect of the stretchout. The assumption is th at  at some point  
in time we will have to pick up the check fo r tha t or our share of it. 
Despite that  fact, I think as between this bill and H.R.  3157 as it 
passed the Senate, the m ajori ty of the  railroad employers would prefer 
H.R. 10874. As you know, this  bill was introduced on Friday, the 
first inkling  we had of a bill along th is line. The Labor Day weekend 
intervened. We have had no opportunity to confer with others in 
the indus try. We are obliged to  use our own best judgment, and p ri­
marily  because this allows people to plan for  what  is going to hit  them 
in the face, we think it  is bette r than the old bill.

Mr. Chairman, tha t concludes my statement.
The Chairman. Mr. Rogers.
Mr. Rogers of Texas. Mr. Prince, the $200 figure th at  Mr. Harris 

was talking about a minute  ago as being the ret irement of the  railroad 
employee, under the first application the wife would get $100. But 
because of your spouse limita tions,  as I unders tand you, she would 
only get. $74 now.

Mr. P rince. Yes, sir.
Mr. Rogers of Texas. And this would be increased to $82.
Mr. P rince. By Janua ry 1,1968.
Mr. R ogers of Texas. But let ’s take the  present situation . Wha t is 

the formula, or how would the  formula that  you advocate work, being 
applied  to th at same hypothetica l case?

Mr. P rince. This is very difficult to give you exactly, what  it  would 
be in dollars, because you have to take the individual rail road  employee 
and determine how many quarters  he worked, and it might depend on 
how regular  his employment had been, and all of  that. Bu t what  you 
do is, say, take the railroad employee and consider th at he had worked 
under  social security and then calculate what his benefit would have 
been unde r tha t system and then hal f of tha t would be his spouse’s 
benefit, with  a maximum that  is prescribed under social security.

We say tha t if tha t is enough for a spouse under social security 
with a husband getting  only about half  of what a husband is gett ing 
under rail road  retirement, it should be enough for the spouse of a 
railroad man.

Mr. Rogers of Texas. Wha t would a spouse get at the  end of the 
roll? What would the spouse get instead of $92, according to your 
formula ? I just want the average.
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Mr. Prince. My guess is tha t she would get around $70.
Mr. Rogers of Texas. Aroun d $70 ?
Mr. Prince. Yes.
Mr. Rogers of Texas. That would be less, actual ly, than she is 

gett ing now ?
Mr. P rince. Less than one who had gone on the rolls under the old 

formula; yes.
Mr. Rogers of Texas. Thank you very much.
Thank you, Mr. Chairman.
The Chairman, flow  many spouses did you say are under this 

program ? Did you say 40,000 ?
M r.l  ’rince. I believe so.
The Chairman. Do you suppose they will have a march on Wash­

ington?
Mr. Prince. I don't believe I would win a popularity contest with 

the spouses.
The Chairman. Mr. Younger.
Mr. Younger. On page 8, you don’t say whether  the figures are 

millions of dollars, or cents, or what they are.
Mr. Prince. I am a fra id tha t was in the haste of about 10 o'clock 

last evening. They are millions of dollars. Thank you very much-
Mr. Younger. Tha t is all, Mr. Chairman.
The Chairman. Mr. Staggers?
Mr. Staggers. No questions, Mr. Chairman.
The Chairman. Mr. Cur tin ?
Mr. Curtin. Xoquestions.
The Chairman. Mr. Friedel  ?
Mr. F riedel. No questions.
The Chairman. Mr. Broyh ill ?
Mr. Broyhill. No questions.
The Chairman. Mr. Macdonald?
Mr. Macdonald. I don’t, want you to sound like a Mr. Scrooge, 

but  isn’t it difficult for these people who have paid  into social secu­
rit y all during their working years to suddenly find out, in talk ing 
about the spouses, af ter  they have paid into social security that  they 
are not entitled to anything under social security? Wouldn’t you 
think tha t is a very harsh and difficult thing  for them to face?

Mr. P rince. That isn’t qui te the situation as I  see it, Mr. Macdonald.
Mr. Macdonald. It  is exactly the situation.
Mr. Prince. They would get their social security benefit.
Mr. Macdonald. If  they are married to a railr oader and they re­

tired , under (he section they are absolutely ineligible to  receive social 
security.

Mr. Prince. I think you are incorrect, sir. They would get thei r 
social security benefit. Wh at would happen, and this  is probably 
what you have in mind, is that  that  would be credited against a spouse’s 
benefit under railroad  retirement. But  she would draw what she 
earned. The theory of this spouse’s benefit is, she doesn’t need it  as 
much as the one who has no benefit.

Mr. M acdonald. And how much a month ?
Mr. P rince. I don’t knoiv what you are refer ring  to.
Mr. Macdonald. How much money ?
Mr. P rince. $65, say.
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Mr. Macdonald. A month ?
Mr. Prince. A month.
Mr. Macdonald. Do you think  any human being can live on $65 

a month ?
Mr. P rince. To try  to put it in tha t way, Mr. Macdonald, is a very 

unf air  question.
Mr. Macdonald. I don't want you to sound like Mr. Scrooge.
Mr. Prince. You are trying to pain t me a l ittle  blacker than I am, 

1 think, in this picture. I am saying th at you have so much money to 
spend, and this is just what Mr. Habermeyer said with respect to your 
spouse's benefit provision, and th ere are other places that  need it more. 
Why, if this  is so unfair  and so unjus t, do you do it under social secu­
rity  to hundreds of thousands of wives? You are not as concerned 
about the  hundreds of thousands  of wives under social security whose 
husbands work under  social security  as you are  about these 40,000 un­
der rai lroad retirement.

Mr. Macdonald. This committee doesn’t deal with social security, 
as such.

Mr. Prince. I didn’t hear y our  voice raised a t the time of  the social 
security amendments on behalf of those wives whose benefits are re­
duced. Th at is just  what happens under social security. All I am 
saying is tha t there are probably better places to use that money under 
railroad retirement.

Mr. Macdonald. I d idn’t follow the last part  of your statement.
Mr. P rince. There are probab ly better places to  use whatever mon­

ey thi s spouse’s provision would cost, for other purposes.
* Mr. Macdonald. Like what ?
Mr. Prince. Widows, the wives of deceased annuitants. She needs 

more money than does a spouse who has a husband living and drawing 
an annuity about double what the  annuity  would be for a man working 
under social security.

Mr. Macdonald. Without being flippant, of course, the fact that 
two can’t live as cheaply as one, 1 think,  is well established.

Mr. Prince. I would agree.
Mr. Macdonald. I am just  ask ing, do you think tha t this provision 

to deduct from the spouse’s ability  to get payments from social security 
after they have paid in social securi ty all during the ir working lives 
is a just one ?

Mr. Prince. I can’t answer your  question tha t way, because she 
gets what she earned. She does not get the spouse’s benefit.

Mr. Macdonald. But it is deductible from what  she is eligible for 
under railro ad retirement.

Mr. Prince. That is correct.
Mr. Macdonald. Do you think  tha t is fair ?
Mr. P rince. I th ink that is proper and jus t under the circumstances.
Mr. Macdonald. Then I  ret rac t my earlier statement about Scrooge.
I yield to the gentleman from Cali fornia.
Air. Moss. Getting  back to the point I mentioned earlier, I  think th at 

in comparing social security with railroad retirement, we must  recog­
nize tha t many of the people who are retir ing under social security 
frequent ly have supplemental benefits from their  employer which are 
not available under the railroad retirement system. Here you are 
dealing with  one package and not two.
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Th e Chairma n. Ar e th er e fu rthe r ques tions? Mr. Ha rve y ?
Mr . H arvey. No que stio ns.
Th e C hairma n. Mr. Ja rm an.
Mr . J arman. As I  s aid  e ar lie r, I  am  concerned ab ou t the speed  w ith  

which  we are  t ry in g to  move on  this , a t the  end of a lon g session.
Mr . Pr inc e, you recommend the  Congres s de fe r act ion  un til  labor,  

ma nagem ent , and th e B oa rd  can  con fer  and  come u p with  reco mmenda­
tion s. Would  yo u prog no sti ca te  or m ake  any ki nd  of  p red ict ion  as to 
wha t tim e would be inv olv ed in  th at , and when we can an tic ipa te 
rec om menda tion s ?

Mr . P rince. In  1963, i f m y memory serves  me co rrc tly , Mr. J ar m an , 
we did the  job i n un de r 3 months. We  d id n’t meet daily . We wou ld 
ha ve  mee tings, pu t fo rt h  pro positions, go off an d stu dy  them , make 
cos t calculatio ns,  come ba ck  t og eth er  again  and th row out  new ideas. 
I t  seems to me th at  th a t tim e we did  it in about th a t len gth  of time . 
Thi s would be, say, a li tt le  b igg er problem , because of  th e inject ion  of  
th e sup plementa l bene fit in to  t he  pic tur e. But  I  would  th in k we are  
ta lk in g in terms  of  pe rh ap s 4 months or  some thi ng  like th at , 3 or 4 
mo nth s, in which we cou ld det erm ine  wh eth er we cou ld arr ive  a t a  so lu­
tio n by  mu tua l ag ree ment,  or  wheth er we were unable  to.

Mr. J arman. Then yo u feel i t could be done by t he  e arl y p ar t of  the  
ne xt  session of  the  Con gre ss ?

Mr . P rince. Yes, sir .
Mr . J arman. Th an k you.
Th e Ci i airma n . AI r. W at  son ?
Mr. W atson. Mr.  Ch ai rm an , I  have  no que stio ns,  but I  am pe r­

suad ed  to make th is ob ser vation.
I f  you and  those you  rep res ent, as well  as th e gentlem en on the  

Re tirem en t Board , wer e as lit tle  conce rned  about deficits as thi s Con­
gre ss has been over th e measu res  that  we hav e passe d thi s year,  r eal ly 
we would have  no p rob lem . I  a pp lau d you  f or  y ou r concern over the  
effec t of  this  legi sla tion on yo ur  ret ire me nt fu nd  def icit.

Th e Chairman . Mr . Dingell .
Mr. Dingell. I  have no  questions, Mr . C ha irm an .
Th e Chair man . Mr . Rog ers .
Mr. Rogers of Fl or id a.  Air. Pr inc e, as I  un de rs tand  it, you th ink 

if  we sim ply  de lay th is un ti l Ja nu ar y or  F eb ru ar y t ha t would perha ps  
be a good time  fo r you to  ge t tog eth er and come befor e the  Con gress 
with  a proposal ?

Mr. P rince . Yes, s ir ; I  sin cere ly do.
Mr. Rogers o f F lo rida . Tha nk  you.
Tha nk  you, very  much,  Mr. C hairm an.
Th e Chairma n. Mr . Pick le?
Air. P ickle. I h ave  no  questions, Air. Ch airma n.
Th e Chairma n. Air. Sa tte rfi eld ?
Air. Satterfield. No que stions, Air. Ch airma n.
Th e Chair man . Mr . Ro nan?
Air. Ronan. No ques tion s.
Th e Chairman . Mr . Huo t?
Air. H uot. No quest ion s, Air . Chairm an.
Th e Chairman . Air. Willi am s?
Air. W illiams. I  hav e no  questions,  Air. C ha irm an .
Th e Chair man . I  ha ve  ju st  one inqu iry  ab ou t wh at  I  th ink is a 

ra th er i mp ortan t suggestion  th at  you  have,  a nd  t h a t i s a bou t chang ing
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the fo rm ula fo r the  spo use ’s benefi t. I  kno w th a t th e ra ilr oa d in ­
du st ry  opposed th at  benefit  when it  was or ig inal ly  ad op ted  a good 
man y years  ago. Th e ra il ro ad  employees, how eve r, face  a much 
hi gh er  ra te  of tax th an  doe s the social security employee.

Mr . P rince. Tha t is co rre ct.
The  Chairma n. W ha t wo uld  be yo ur  ans wer to  de term in ing a 

fo rm ula f or  the  spouse  who is  benef ited un de r soc ial security, where the 
ta x ra te  is much less th an  i t would  be u nd er  ra il ro ad  r et ire men t, where 
the em ployee  pays a much  hi gh er  rat e ?

Mr. P rin ce. Simp ly th is , Mr . Chairma n, th at the employee him sel f 
uses up  th at  money in his  pr im ar y an nu ity , wh ich  is abo ut doub le 
th at  o r th e p rim ary a nn ui tant  und er  social s ecu rity .

Th e Chairman. Of cou rse,  the ra te  is abou t dou ble , too.
Mr. P rin ce. Tha t is right.  But  you can  o nly  use  t hi s money once. 

I f  you use it  fo r spouses, th en  you can’t use it  fo r wid ows  and  you 
can’t use it  fo r c hil dren  of schoo l age, a p ro ject  that  some people th ink 
ou gh t to be cove red by ou r l aw . You can’t use it  f or survivors.  You  
ca n’t use it  to increase th e an nu itan t’s own bene fit. I t  is ju st  a 
que stio n of  decidin g where  you  shou ld use it  a nd  w here most sensibly.

Th e ul tim ate of my  whole  presen tat ion  is th at in  th is  situa tio n, 
where  th e pr im ary an nu itan t un de r ra ilr oa d re tir em en t is ge tti ng  
abou t dou ble  what th e p rim ar y------

Th e Chairman . Pa rd on  me  a m oment. I  th in k in or de r to  exped ite 
the conside rat ion  of  th is  we will come back at  2 o’clock thi s af te r­
noon . A re prese nta tiv e o f th e Ra ilw ay Lab or  Ex ecut ives ’ Association 
will be  on the "witness stand.

Mr. P rince. T o fini sh th e one  sentence, where  he is ge tti ng  about 
dou ble  w ha t t he  p rim ary an nuitan t get s un de r socia l sec uri ty,  if  t he ir 
wives go t the same am ou nt , ca lcu lated on th e sam e form ula , th at  
would  be a f ai r an d re asonab le solution.

Th e Chairm an . I  d on ’t know , myself, wh at is a  fa ir  a nd  r easo nable 
solution.

Th e only problem  I  w ould have , which it  wo uld  seem would concern 
eve ryo ne of  us, wou ld be th e effect of  a pro posal  to br in g abo ut an 
au tomat ic  red uct ion  to  40,000 spouses in the coun try . I  so rt of  hat e 
to  th in k  w ha t would ha pp en  to  me. I f  t hat  were t o be done , I w ould 
wan t to  ba r th e door.

Mr. P rince. Mr. Cha irm an , we can  make a lo t of  jokes abo ut 
spou ses, an d I  know t hat  m y sta tem ent w ouldn ’t  be very po pu la r wi th 
the m,  bu t remember th at th is  is not  red ucing  t he  benefit s of  anybod y 
who  rec eived an aw ard  o f a  s pouse ’s benefit.  Nobody i s g oin g to have  
it  reduce d. W ha t it  does is fo r t he  fu ture  they canno t expect  the  au to­
ma tic  incr eases th at  the y can now look fo rw ard to. Futu re  spouses 
re ti ri ng 5 year s fro m now c an no t look fo rw ard to  it.

Th e Chairman . B ut  M rs. Jo ne s lives nex t to  Mrs . Sm ith  and  Mrs . 
Jo ne s is ge tti ng  the  h ighe r ra te  and Mrs . Sm ith  is ge tt in g the  lower 
rat e. I  am  tal king  abo ut a  prac tic al  difficulty .

Mr.  P rince. Le t me po in t ou t one oth er diffe rence. Wiv es, un de r 
socia l sec ur ity , if  I  am no t mi staken , once they  have  been  aw ard ed 
th ei r ben efit  t hat  benefit sta ys  at  t hat  level, unle ss th er e is an  across- 
the-bo ard increase, such  as th e recent  7 -percent inc rease.  Tha t is n ot 
true  un de r ra ilroad re tir em en t. A wif e ge tti ng  the spouse 's benefit  
un de r ra ilr oa d ret ire me nt  wi ll go up autom ati ca lly  un de r these ste ps ; 
fo r exa mple, one who is get ti ng  $74 tod ay wi ll, in  1968, dr aw  $92.
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So, in effect, you are making it retroactive for  them. Tha t is a 
feature that  is most unusual. Those are the th ings that  I think some 
study  should be given to.

The Chairman. I do thin k tha t a lot of study should be given to 
it. What I had in mind in tryi ng to work this immediate problem 
out is the emergency brou ght  on by the Social Security Act amend­
ments this year. The Social Security Act amendments added $28 
million to the deficit. We did n't have anything to do with that.  In 
addit ion, there is the medicare  phase of it.

Mr. P rince. That is no t involved in this so far as any deficits are 
concerned.

The Chairman. That is right . With  th at $28 million added to the 
$14 million tha t would be brought on by correcting this inequity or 
injustice in the spouse’s benefit, together with $19 million actuarial 
deficit, in perpetuity, would run this matte r up to $62 million. That 
is beyond the level th at we should tolerate, in my judgment. Tha t is 
going  too far. Something ought to be done about it.

Sena tor Pell proposed to do something about it. Senator Pell ’s 
approach, it seems to me, would bring about a sudden impact upon 
employees and the indus try. There would be no way to lead into it. 
To me it would br ing about such an economic impact tha t not only 
would the railroad industry feel it immediately, and with no time 
to make the adjustment, but  the impact on certain employees, I think,  
would be immediate, without notice. And 1 think they would prob­
ably kick up their  heels, with  some justification.

Thi s approach tha t I had  in mind was sort of a graduated effort 
over a period of 4 years  of trying to reach what is necessary to be 
imposed on the industry and the employees. I did not have in mind 
try ing  to go into the justificat ion of a lot of  these o ther things which 
require  time, and should require time.

Mr. Prince. May I say ju st one thing, Mr. Chairm an, with respect 
to tha t? I could hard ly disagree with anyth ing you say, except 
there  is one th ing I would like to remind you of. This matter of 
the deficit is something th at  takes place fa r off into the  future. We 
have a reserve of $4 billion, as Mr. Habermeyer told you. From the 
period 1959 to 1963. there was a deficit in the railroad retirement ac­
count that  averaged, as I recall, between $61 and $77 million a year for 
5 years, or 4 years. There wasn’t a great rush to ta ke care of it.

The Chairman. Except for  one thing, we did see the leveling down 
substantially  during tha t 5 years, to the point that  everybody on 
both sides began to get concerned about it.

Mr. P rince. Right. And we are not suggesting w’aiting  any 4 years 
now. But what I am saying is, if you could to lerate it for 4 years 
then, at a level higher than  it is now, you could certa inly tolerate it 
for 4 months while we tried to  find a better solution.

The Chairman. I understand tha t is not what you recommended. 
You recommended doing nothing about it except to pass the 
spouse’s thing. Tha t would create the deficit of only $28 million total, 
or about $30 million total.

Mr. P rince. I said unti l next session, Mr. Chairman, with the 
opportuni ty, hopefully, of our agreeing on a method of solving this 
whole problem.

The Chairman. There would be no danger if we could do nothing 
about i t at all, or even just only passed the spouse’s amendment. But
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in view of the social security  amendments it  would not be advisable 
for this  part of it rela ting  to the base to just go over maybe 4 months 
or whatever it might be.

I don’t see why these other matters could not be resolved in con­
ferences, the usual way, even though we did attempt  to cure this  one 
part of it.

Mr. P rince. I think the trouble is that you try to  bring  about a solu­
tion of  one or two piecemeal bits of it at this time and you do definitely 
impede the ability to solve the whole problem through  conference. 
Th at is our earnest opinion.

The Chairman. I s th is not true, to show you there  is some justifi­
cation of this other viewpoint, that  efforts were made by Senator 
Pell to get this kind of a meeting?

Mr. P rince. Yes, sir. We met twice under the auspices of a staff 
member of the Senate Labor Committee.

The Chairman. Under the direct supervision of Senator Pel l, h im­
self?

Mr. Prince. Tha t is ri ght . You can’t do that in two hourly meet­
ings, which is what we had.

The  Chairman. Didn ’t both sides refuse to proceed further, even 
though he urged you to ?

Mr. P rince. No, sir.
The Chairman. I either misunderstood my info rmation or it is in ­

correct, one or the other.
Mr. P rince. We made a proposal to railroad labor as a temporary 

settlement of this thing for this year.
The  Chairman. If  you want to settle it on a temporary basis, what 

is wrong with us settling  it on a temporary basis, then? I am just 
try ing  to get your  thinkin g on a problem that we have facing us now, 
and we have to either work this out something along this line, or go 
to ba t on what is over there on the Speaker's desk. In  my judgment,
1 thin k this is a whole lo t bette r than undertaking that.

Mr. Prince. As I expressed myself, I think so, too. I gave you 
the reasons. I don’t w ant to bore you or the  record with a repetit ion 
of them.

The Chairman. I don’t want to argue with you. I hope you 
understand  that. I appreciate  and I think  every member of the 
committee appreciates you r suggestions. Certainly they will be given 
consideration.

Are there any fu rther questions ?
If  not, thank you very much, Mr. Pr ince.
Mr. Prince. Thank you, Mr. Chairman.
The Chairman. The committee will recess until 2 o’clock, at  which 

time Mr. John Beattie will be the  witness fo r the RLEA.
(Whereupon, at 12:15 p.m., the committee recessed to reconvene at

2 p.m. of the same day.)
AFTER RECESS

(The  committee reconvened at 2 p.m., Hon. Oren Harris , chairman, 
presiding.)

The Chairman. The committee will come to order.
The witness will be Mr. Donald S. Beattie, executive secretary- 

treasurer , Railway Labor Executives’ Association.
Mr. Beattie, you may proceed.
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STATEMENT OF DONALD S. BEATTIE, EXECU TIVE SECRETARY- 
TREASURER, RAILW AY LABOR EXECUTIVES’ ASSOCIATION

Mr. B eattie. Mr. Chairman and members of the committee, I  ap ­
preciate the op portunity to appear here today. My name is Donald 
S. Beattie. I am the executive secretary-treasurer of the Railway 
Labor Executives’ Association. This association is an unincorporated 
association of the chief executive officers of the 22 standard na ­
tional and international  railway labor organizations, representing 
virtually all railroad employees in this country pursuant to the pro ­
visions of the Railway Labor Act. I appear here in behalf of the 
association.

The bill H.R. 10874 (1) would eliminate the provision in the Ra il­
road Retirement Act which requires that  a spouse’s annuity be re­
duced bv the amount of her own railroad retirement  annuity or by 
the amount of the spouse’s monthly benefit (othe r than a wife’s bene­
fit) under the Social Security Act, (2) would increase the maximum 
monthly creditable and taxable base for the railroad retirement sys­
tem, effective with respect to compensation paid for months aft er 
December 31, 1965, from the present $450 a month to an amount equal 
to one-twelfth of the current maximum annual creditable and taxable  
wages for purposes of the social security system, and (3) would re ­
duce temporarily the 714-percent basic tax rate f or ra ilroad employers 
and employees as follows:

Perce nta ge
po int

reduction

Basic  tax  
ra te

(percent)

Oc tob er-  December:
1965 . . .  _____________________________________ 1 6J4
1966 . _____________________________________ 6P£
1967 . __________________ _____________ ___________ Vi 6%
1968 - . .  ___________________________________ 7
1969 . _ __ ___________ ________  __________ None

The bill would make no change in the present law which increases 
the basic rate by the  difference between the curren t social security 
tax rate and 2% percent.

The Railway Labor  Executives’ Association endorsed the proposed 
elimination of the reduction in spouse’s annuities when I testified 
before a subcommittee of this  committee on Apri l 29 of this year and 
before a subcommittee of the  Senate Committee on Labor and Public 
Welfare on June 29 of this year. In addition , the association endorsed 
the proposed increase in base when I testified before  the  Senate Sub­
committee on Labor  and Public Welfare. The increase in base was 
propne d̂ by an amendment to the bill H.R. 3157 and we endorsed th at 
amendment. As you know, the Senate unanimously approved the 
bill H.R. 3157 as amended. In  these respects, therefore, the  bill H.R,  
10874 would incorporate the provisions of H.R. 3157 as passed by the 
Senate on September 1 of this year.

This bill, however, would add a provision to spread out the effect 
of the increase in base over a period  of 3 years and 3 months as above 
sta ted ; and we are in favor of this provision also.

We have been advised by the Railroad Retirement  Board tha t 
enactment of this bill would increase the deficit for the financing of
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the lienefits un de r th e ra ilr oa d ret ire me nt  sys tem fro m $24.5 mi llio n 
a ye ar  on a level  basis  (i f H.R. 3157 as pas sed  by the  Senat e were  
enact ed)  to $29.8 mill ion a year. We have been fu rthe r adv ised th at  
if  th e tax  ra te  w ere inc rea sed , b eginn ing  in  1970, from  7.25 p erc en t o f 
tax ab le  pa yro ll t o 7.3 p erc en t, th e enactment of th is  bil l, as so amende d, 
wou ld result  su bs tant ia lly  in  th e same deficit as w ould be the  case if the  
bill  H.R.  3157, as passe d by the  Sen ate , were  enacted .

We are  in favo r of  th is  bill  as it  is now dr af te d,  and  we will also 
be in  f avor  o f it  i f the com mit tee sho uld  decide to  increase, begin ning  
with  1970, the  tax ra te  fro m 7.25 perce nt of taxa ble pay rol l to  7.3 
per cen t.

We  recommend, ho wever , th at  the  bill be amend ed to provide f or  ben ­
efits  to ch ild ren  of  dec eased ra ilr oa d employees, aged 18 to 21, while 
at tend ing school, the same as is pr ov ide d fo r such  c hildren  by the 1965 
amend ments  to th e Social  Se curity Act .

We  have rece ived m an y com pla ints abou t th e differences in  tr ea t­
me nt  of such  ch ild ren un de r th e two systems . Un de r the  social 
sec ur ity  minimum prov ision  of th e Rai lro ad  R et ire men t Act, t he  R ai l­
ro ad  Re tire ment Bo ar d can  pay bene fits on be ha lf  of such ch ild ren  
on ly if the re is an othe r per son  rec eiv ing  benefits  un de r the Ra ilroad 
Re tir em en t Ac t on th e basis  of the  com pen sat ion  of  the  same in di ­
vid ua l. For  examp le, if  the re  are thr ee  su rv iv in g child ren , one u nder 
18 a nd  two aged 18 to  21, th e Bo ard  w ill inc rea se the mo nth ly benef it 
of  the chi ld un de r age  18 to  an amount equal  to  110 percen t of the  
to ta l amoun t th at  all th re e chi ldr en wou ld have  rece ived  unde r the  
Socia l Security  Act  if  th e deceased’s serv ice ha d been covered unde r 
th e Soc ial Security A ct;  hu t if  all are  over 18, th e Bo ard  would 
pa y no th ing to any of  them.  Th e cost of such ame ndm ent is only  
$2.2 mil lion  a  yea r on  a l evel base. I am adv ised bv t he  R ail road  Re ­
tir em en t B oa rd  th at  i f suc h amend ment were  ado pte d,  i t would not  be 
necessary  to increase th e tax base. Th e resu lt wou ld be merely  to 
inc rea se the  deficit b y $2.2 mi llio n a y ea r on a level basis.

Fi na lly , we recommend also th at  the bil l be amended to res tore 
the Senate amend ment to  H.R.  3157 rega rd in g the cred ita bi lity,  as 
com pen sat ion  unde r th e Rai lro ad  Re tirem en t Ac t, of tip s rece ived 
by  ra ilr oa d employees, th e same as is p rovid ed  f or in the  1965 a me nd­
me nts  to t he Social Se cu rit y Ac t r eg arding  ti ps  received  by employees 
covered  under that  act. Th e cost of th is am endm ent is nom inal an d 
would  not  requir e any inc rea se in tax  ra te s;  no r would  such am end­
me nt  increase  sig nific an tly  the deficit in th e r ai lroa d ret ireme nt system.

Tha nk  you very mu ch,  Mr . Ch airma n an d memb ers  o f the com mit­
tee, fo r your at ten tio n an d favora ble  c onsid era tion of  th e bill  and the 
amend ments  I hav e reco mmended.

I do have one a dd ition al  comment I would  like to  make, if  you don’t 
mind , Mr. Ch airma n. I sho uld  like  to add ress a few  comments to  a 
pro posal  offered by th e pre vio us  witness.

Th e proposal, I belie ve, entitl es us to  fee l a  ce rta in  amoun t of r esen t­
me nt  th at  the indu st ry  should come in at  th is  la te  dat e an d su g­
ge st fu rthe r delay, de lay  while the broth erho od s and manag ement  
might  get tog eth er and wo rk  out some accommodat ion  so th at  there 
la te r could  be an  agre ed up on  bill.

Th e jo in t conferences  of  the ma nag ement  represen tat ives  an d th e 
broth erh oods were in it ia te d in March,  I  th in k it  was , early  th is year,  
at  ou r request. We  ha d two such meetin gs an d it  was ou r under-
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standing tha t we would have continuing meetings during this year 
to explore the whole system, to see what improvements might be made 
in the system, including determining the feasibility of adding to the 
system a supplementary pension program.

The meetings tha t we expected to take place during the  ear ly pa rt 
of this year were postponed, deferred. The last communication de­
ferring further meeting came in the form of a lette r, I  believe it w’as 
July 7, which indica ted tha t we should have no furth er meetings at 
the present time because certain measures re lating to the retirement 
system were under consideration by the Congress, and we should awai t 
action by the Congress before we resumed our meetings.

Therefore, I  t hin k tha t the proposal made th is morning is designed 
simply to delay. Perh aps  we could study this  system and the prob­
lems that we may have with the system, f or a good many months. 
But we do have the  need to pass this legislation in this session of 
the Congress, not simply because we have the financial interchange 
which, without the base being raised, would cause our system to lose 
money to the social security system by reason of the difference in 
the tax bases, but also because Congress, in enac ting the recent amend­
ments to the Social Security Act, provided t ha t the  base, the tax  base, 
under railroad retiremen t must be precisely equal to the tax base 
imder social security if the Railroad Retirement Board is to admin­
ister medicare benefits for our people. Then this must be accomplished 
by legislation before October 1 of th is year, if the Board is to ad min­
ister medicare with benefits becoming payable the latte r h alf of n ext 
year. So we have a time problem here. This is only one of the prob ­
lems, but aside from the financial matter, this  is a very real problem.

We have expended a great deal of time and energy on the  Senate 
side urging the  passage of the Harris  bill, as amended, with the Pell 
amendment and the Ila rtk e amendment. We now are at the poin t 
in time where we need to have this legislation handled expeditiously 
by this committee. We so urge tha t you do.

The Chairman. I s the Ila rtke amendment in the bill as reported 
by the Senate?

Mr. Beattie. Yes, sir.
The Chairman. Are  there questions by members of the committee ?
Mr. Staggers. I have no questions, Mr. Chairman.
Mr. Younger. I have one question.
The Chairman. Mr. Younger.
Mr. Younger. Mr. Beattie, on page 5 you say the cost of this amend­

ment is nominal and  would not require an increase in tax rates, with 
regard to tips. Why would it cost any more ?

Mr. B eattie. It  is  my understanding, Congressman Younger, tha t 
the Ilar tke  amendment provides that the income from tips would call 
for payment of the tax  on the p art  of Tie employee, not to be matched, 
however, by a tax on the par t of the management. In other words, 
there would be one-hal f of the tax tha t would be paid under normal 
circumstances.

This applies only to tips, and this is comparable to the provision en­
acted bv the Congress under the  recent social security amendments.

Mr. Younger. But if he earned $6,600 a year, and his tips were 
above that, he wouldn’t have to pay anyth ing on his  tips?

Air. Beattie. That would be my understanding .
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Mr. Younger. He could only use tips up to the maximum.
Mr. Beattie. But the employees who would benefit from this, I 

think , fo r the most pa rt, woidd not have a base salary which would be 
at that level. With the ad dition of tips there might be a number who 
would exceed that.

Mr. Younger. I don’t und erstand why i t would cost any more. It  
might cost the employee a  little more. It  wouldn’t cost the railroad 
retirement any more to keep their books than  at present.

Mr. Beattie. Whatever the cost might be, i t would be a nominal 
cost. I am assured of tha t bv the Board, and I will take their word 
tha t it  will not amount to much, but there are very few of these people 
involved as compared to the  total  number of beneficiaries.

Mr. Younger. Tha t is right .
The Chairman. Mr. Beatti e, under the present situation , there is 

a deficit of approximately $19 million at  the present level.
Mr. Beattie. On the  level basis, aside from the  enactment of medi­

care and social security changes this year. Of course, your bill, the 
spouses’ bill-----

The  Chairman. Let ’s go a step at a time. Right now, without any­
thing, the level of deficit is approximately  $19 million.

Mr. Beattie. I th ink $19.5 million.
The  Chairman. $19.5 million or thereabouts. The bill on the 

spouses’ problem would increase that  deficit by $14 million, approxi­
mately.

Mr. Beattie. Yes, sir. That is my understanding, sir.
The  Chairman. The social security amendments would increase 

the deficit by what—$28 million ?
Mr. Beattie. I think it is a round $28 million or $28.5 million.
The  Chairman. That would total about $61 million: is that  right?
Mr. Beattie. The figure that I have noted is a $62 million rounded 

figure.
Th e C hairman. Let ’s say $62 million. Now, if we did not do any­

thing, the drain on the  rail road retirement fund then would be $62 
million i f the spouses’ amendment were agreed to.

Mr. Beattie. Yes, sir.
The  Chairman. The problem we have here is to try  to do some­

thing about it by October 1 for the reason that,  No. 1, there will be a 
$62 million deficit.

We will have to recess fo r a few moments to answer a rollcall.
(A short recess was taken .)
The  Chairman. The committee will come to order.
I was about to develop for  my own satisfaction, at least, the condi­

tion of the fund now and what it would be with the Pell amendment 
in comparison to what it would be with the proposal in this bill.

I think before we recessed to answer the quorum call we had devel­
oped a deficit of $62 million, or thereabout, on the basis of the exist­
ing deficit should the spouse amendment he adopted,  and by the 
adoption of the social security  bill. Tha t was your  understanding, 
was it not, Mr. Beattie ?

Mr. Beattie. Yes, sir.
The Chairman. With the Pell amendment, considering the exist­

ing deficit with the spouses’ cost of $14 million, with the $28 million 
social security requirement tha t now exists, and the Pell amendment
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there to increasing the taxable base from $5,400 to $6,600, it would 
increase income of the fund on an annual basis now of approximately 
$84 million. Is that r igh t?

Mr. Beattie. Tha t is my understanding, Mr. Chairman.
The Chairman. Then that  would mean tha t under the Pell amend­

ment you would have not only the deficit tha t would he made up of 
the $62 million, but you would have, then, $22 million on a sound, 
even, level basis, in excess of the current deficit.

Mr. Beattie. Yes, sir.
The  Chairman. Now, considering the increase on the wage base 

from $5,400 to $6,600 under  the existing benefit provision of the Rail ­
road Retirement Act, it would increase the total benefits on a long­
time basis approximately  $45 million a year. I)o you agree with 
tha t ?

Air. Beattie. I believe that  figure is correct; yes, sir.
The Chairman. Then we would have in perpetu ity a  deficit, then, of 

approximately $23 million?
Mr. B eattie. I believe the figure in the  Senate repor t is $24 million, 

but i t is in th at neighborhood, of $23 million to $24 million.
The Chairman. Approximately $24 million or $23 million. I am 

using round figures. I think the other $19.5 million and $28.5 million 
and what-have-you would probably make up that difference. But 
it would be around $24 mil lion;  tha t would be your estimate?

Air. Beattie. Yes, sir.
The Chairman. That is unde r the Pell amendment. That  is the 

way it would turn out if  we approved tha t ?
Air. Beattie. Yes, sir.
The Chairman. So we can have some comparison, we would star t 

with this  bill, tha t with the increase of $14 million for  the spouses, 
with a $28-million-plus—and I  will pu t that on there—the $62 million 
deficit, if nothing else was done, wha t would be the  increased amount 
under the  present 7*4 by merely increasing the wage base to $6,600? 
Would it be $84 million? Th at  is what we decided on a moment ago.

Air. Beattie. Under  the Pell amendment it would be about $84 
million on a level basis.

The Chairman. If  we increase the wage base here in this bill to 
$6,600?

Air. Beattie. Yes, sir.
The Chairman. But if we le ft the rate at 714, t ha t would take it 

to $84 million?
Air. Beattie. Yes, sir.
The Chairman. AVhat I  am trying to establish is by the reduction 

of 1 percent each, employee and employer, what it would be. It would 
be approximately $84 million, wouldn't it, under the present wage 
being paid by the railroad industry , which is about $4.3 billion?

Air. B eattie. Yes. The payroll would go up, I think to around $4.8 
billion w ith a higher base.

The Chairman. The payroll would go up to about $4.8 billion ?
Air. Beattie. In  th at neighborhood, I understand.
The Chairman. In that  case i t would be higher. I t would he 9.6, 

wouldn’t it?
Air. Beattie. I am speaking of  the taxable payroll, the $4.8 billion 

taxable  payroll.
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The Chairman. One percent of $4.8 billictt^vould be $48 rMlion, 
if my figures are correct. |«  1

Mr. Beattie. Yes, s ir; I understand. 1ft 2&> , SI
The Chairman. And then 1 percent of thqSppIoy ee and w /v e n t 

of the employer would make twice that , wliVh would b^ wyce 48, 
which would be a total of $96 million.

Now, you take $84 million from the $96 million^tlwHPmope others 
follow me on this and see i f I come out all righ t with  it, you would 
have then $12 million. You would pick up $12 million there. The 
$62 million deficit from the $84 million would bring tha t increase 
to $22 million.

Then the first year you would have a deficit of $40 million. I th ink 
on this method of computing, we may come out on this  a lot better 
than  the fellows who have trie d to actuary this thing out.

Mr. Beattie. Mr. Chairman, you have proven to me t ha t you are 
more of an expert on these figures than  I ’ am. I haven’t tried  to 
work them out in the same fashion as you have.

The Chairman. I have trie d to establish this morning, with the 
Chairman of the Board, that they  were ultra  conservative, and he said 
they used to be but they are not any more. That is the impression 
I have. I still think they have worked this thing out, and I think 
it is a good thing  for the actuarie s to be conservative in it because 
Mr. Prince, I believe it was, said tha t this was going to go on for 
a long time.

Mr. Beattie. In perpetui ty.
The Chairman. But I believe that  w’ith the taxable base going 

up, and this  arrangement that  you have here on this base, you are 
going to get your increase in benefits af ter 5 years, or beginning the 
fifth year, and get it back up to a level above what you have now.

The way I have it figured out, tha t is the way it would work. 
Really, I feel a little bit better about it afte r this than I did when 
1 started. Mr. Nelsen said I have just about convinced myself on it.

Also this  bill would give a reduction, though for only 3 months, 
which is probably the only time in history it has every been done on 
a retirement  system, for a period of time. You would give a reduction 
of what it  is today on the taxable rate

Mr. B eattie. That  is correct.
The C hairman. It seems like tha t should make even the employees 

feel good for  a little while.
Mr. Beattie. There would be a particular group of employees who 

W’ould feel very good about this, I am sure, and tha t would be the 
group that  would earn less than $450 a month.

The Chairman. 1 think I should point out th at i t was the employees 
earning over $450 I had prim arily in mind with this proposal. I 
felt tha t it  was rather  an imposition on this par ticu lar group  to all 
at one time  throw' the burden, the  complete burden, upon those who 
were fortunate enough to be d rawing wages above $5,400 to $6,600. 
They are the ones who are going to take the brunt of thi s increased 
burden insofar as the taxable rate  is concerned. All they will get 
out of it on a long-time basis is the gradual increase of this some 
$45 million in retirement benefits.

Mr. B eattie. That  is correct.
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The Chairman. BittAhe res t of this deficit they  will be making up, 
and when ft. finally ge ^d ow n to them, some of them will not be too 
hap^y- about it. But Ave give them to sta rt with a reduction of the 
preseaife.rate which wjft/make them feel be tter temporarily.

Mr. Beattie. I have to compliment you for  your ingenuity in 
dev isin g'th is particular bill. 1 fully appreciate how it would be 
received by those Employees.

The Chairman. Af ter  the first year the fund  will get one-fourth 
of it back, and afte r the second it will get one-half  of it back and 
the fund would be about  where it is today. Af ter  the third year 
ilie fund would get three-fourths of it  back, and then a t the end of the 
four th year we would be back on a level basis.

Mr. Beattie. And at  the end of the period, the deficit would be 
approximately $5 million  more than it would otherwise have been 
under the Senate bill. However, tha t could be taken care of, th at $5 
million, by, as I suggested, making tha t 7yt  into 7.3.

The Chairman. 1 don’t want to do that  myself. The committee 
might want to do it, but I don’t want to do it. Tha t $5 million 
more is going to throw this to about, as you said a moment ago, $24 
million in deficit. Th at is a little less than one-half of 1 percent.

I t used to be we though t tha t less than 1 percent was within 
the tolerable limits, and now i6 is established that the thought is today 
that it is less than  one-hal f percent. As long as we can hold it 
under the one-half percent,  I don’t see why we should worry about 
it, if these t radi tional estimates are of any value at all. I would 
rather  take a chance on it as it is.

Mr. Beattie. I am not greatly concerned, Mr. Chairman, but the 
deficit would be $29.8 million, approximately $30 million under this 
version, as compared with  $24 million.

The Chairman. If  we give you all you have asked for here, you 
mean.

Mr. Beattie. No.
The Chairman. You ask for an additional $2.2 million.
Mr. Beattie. Without taking that  into consideration, sir, it would 

he $29.8 million, the actuaries tell me by reason of the deferment of 
the tax increase, the reduction initially, and building it up to the 
present tax level. I t  would amount to a deficit of just under $30 
million.

The Chairman. Was  that developed on the basis of a taxable wage 
of $4 billion 8, or $4 billion 3?

Mr. Beattie. On th e basis of the $4 billion 8, which represents the 
$6,000 tax base, or reflects it, I should say.

The Chairman. Well,  thank you very much. If  I have confused 
anybody, don’t hesitate to say so.

Mr. F riedel. I would like to know if  the figures mentioned would 
include the Hartke amendment.

The Chairman. The  inclusion of the Hartke  amendment will not 
affect it one way or the other.

Mr. Beattie. No, s ir ; since very little is involved.
The Chairman. We could include tha t without affecting the  fund. 

I haven’t heard of a ny objection to it, myself, although there may be.
Mr. Macdonald.
Mr. Macdonald. Tha nk you, Mr. Chairman.
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You talked  about a certain wage area tha t would bear the brunt of 
the extra taxes. I was wondering  had anyone consulted with these 
people about their  either reluctance or dislike over th is type of th ing 
going throu gh?

Mr. Beattie. Air. Macdonald, necessarily people will react adversely 
to an increase in a tax of any kind, but our members who, by law, are 
entitled to represent these people and their interests, are in agreement 
unanimously tha t first off we have to raise the tax base and  this will 
require an increase in the tax payments over and above what  they were 
to have been under the old schedule.

There would have been a tax increase regardless. This simply means 
tha t there will be a larger tax increase. Our people would much pre­
fer, o f course, t hat  they didn’t pay anything more, but we have to see 
to it  th at our system is financially sound. Our people, members of the 
association, were in unanimous agreement tha t this  must be done.

Air. AIacdonald. Which association are you now re ferr ing to ?<
Air. Beattie. The 22 railroad labor organizations I  represent.
Air. AIacdonald. Have you pu t this to a referendum or anything 

like tha t among the members ?
Air. Beattie. No, sir.
Air. AIacdonald. In other words, this is being done over their  heads ?
Mr. Beattie. This is the sort of thing  tha t the representatives of 

laboring people always must do, represent thei r best interests. If  the 
membership disagrees with the way they do this, they a re not  elected 
the next time around.

Air. AIacdonald. I know that happens on every level of elective 
office. I am sure tha t happens. Tha t is why I am try ing  to ask these 
questions.

Are the people who will be, sha ll we sav, the beard' s o f the burden 
agreeable to  this?

Air. Beattie. They accept this as a fact of life, I am sure. You 
must remember tha t they are not  going to be in any different boat than 
those under social security. The ir tax base was raised $1,800 effective 
the first of the  year, $1,800 a year. So they, too, will take on an addi­
tional  tax requirement.

Air. AIacdonald. Don’t you think  it is a reasonable thing, and I 
understand your line of thinking, to check out with the membership 
whether they think what they are going to get in benefits for retirement 
are equal to what they are going to give up ?

Air. Beattie. There is always a great deal of discussion over any 
pending bill of this kind.

Air. AIacdonald. Has there been discussion?
Ah’. Beattie. Yes, I am confident there have been many discussions.
Air. AIacdonald. The bill jus t came up, so fa r as I  know. It was 

a complete surprise to me. I am the chairman of the subcommittee 
that handled the spouse-benefit bill, and this Pell amendment came out 
of the blue. Nobody mentioned it to  anybody, so fa r as I  know. The 
chairman of the full committee can correct me i f I am wrong, but on 
the House side nobody, as far  as I know, knew anything  about  this 
amendment.

If , certain ly, the people who are to pass on this were not alerted  to 
it, I would doubt tha t the membership were alerted to it. Am I in­
correct in tha t ?
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Mr. Beattie. Congressman, I personally don’t, get out and meet 
the members. I am pretty  much tied to my desk here in Washington. 
But the chief executives of these 22 organizations do spend a great 
deal of their  time meeting their  people in various cities and meetings 
around the country. A subject, of this kind, which has been in the 
11 e wspa pers-----

Mr. Macdonald. Fo r how many days?
Mi-. B eattie. Has given rise to correspondence to at least some o f 

the Members of Congress that I know. It  has been discussed in these 
meetings. Our members realize that  we must have a financially sound 
system. Despite the ir particular feelings about digging down into 
thei r pockets for more tax money, they recognize the fact  tha t it has to 
be done.

Air. Macdonald. Obviously, your saying it doesn’t make i t a fact. 
If  it has been discussed, it would have had to  be discussed in th e last  
week or 2 weeks. It  j ust came up within a very short period of time. 
I am interested in finding out the processes by which you do follow 
the wishes of the people you represent.

Mr. Beattie. I represent  the chief executives of the 22 organiza­
tions, and they, in turn , represent thei r membership. We take a 
position on bills as they come to our attention. We take  a position 
tha t we are either fo r or against, or have a neutral  position.

In this pa rticu lar case, when Senator Pell decided he would offer an 
amendment to Chairman Harris ’ bill, they called us on it. I believe 
the previous witness indicated they called about 4 days before the 
bearing. They asked what our position would be. It  was my respon­
sibility to contact the  members of our association and ask them what 
our position would be.

It was unanimous that  we had to favor th is amendment because this 
system has to be continued on a financially sound basis. We had no 
real choice. Certainly  we would like to have benefits without paying 
the bill, but we know it can’t be done.

Mr. Macdonald. We all understand that. But as you came before 
the subcommittee of which I was chairman, you didn’t give full sup­
port to the original spouses’ bill, did you ?

Mr. Beattie. You may recall tha t I  said I  re luctant ly supported the 
bill. At that time, of course, it was a $14 million deficit addit ion tha t 
was involved, w ithou t any financing to take care of it. Tha t was the  
reason I gave reluctan t support.

I could agree with  Chairman Habermeyer tha t there might be other  
deficiencies in the system that might need attention  ahead of this, but 
we are well aware of the fact tha t the House was most interested in 
having this bill  passed, the proof of the fac t being your vote of 323 to 0 
when the vote was had  earlier this year. It  was logical tha t this  correc­
tion should be made in the system and I did give niv support, although a 
little reluctant ly.

Mr. Macdonald. Those are exactly your words I  was about to read 
back to you. You did not support the bill at the time. But tha t is 
beside the point. I am just, asking a question which you don't have to  
give an answer to, bu t I think it should sink in : Don’t you think it, is 
reasonable to have your membership decide whether or not they would 
like a bill like this or not, and i f so. to reflect it  to their elected members 
and not just, to the unions, to the people who represent them here in the 
C ongress ?
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Mr . B eattie. I  be lieve the  p roced ure follo wed  th ro ug ho ut  the  years  
in ha nd lin g ma tte rs of  th is ki nd  has proven  to be a meri torio us  one. 
To my know ledge, we do not  h ave r efe ren dums  am ong the  membership 
to de ter mine wheth er the y wan t th is  done o r th at  done, on a m at te r of 
th is kind  in Congress,  or  wh ethe r they want a specific type  of rul e 
cha nge in  thei r con trac ts.

Mr. Macdonald. I hope you  a re  no t sayin g w hat  I  h ea r you  say. Do 
you  mean you  ju st  ram  th ings  th roug h your  unions?

Mr. B eattie. Th is is a demo cra tic  way th at  the se union s have  
opera ted  fo r a good ma ny ye ars, and I th in k very successful ly. We 
have le aders  of these un ions who have  been on the job for  a good  numb er 
of yea rs. Th e mem bers hip  m us t be pr et ty  well sati sfie d wi th  thei r 
lea dersh ip.

Mr. Macdonald. I f  th ey  ge t a chance to pas s on measu res  t ha t you 
are  now okaying. It  seems to me th at  man y mem bers  of  the unio ns 
th at  are  rep res ented  here by lea de rsh ip  tod ay  would not be in fav or 
of  th is bil l.

Mr.  Beat tie . I didn ’t u nd er stan d tha t,
Mr. Macdonald. I t isn ’t a ve ry  difficult th in g to un de rst an d.  I  say 

th at  in my  jud gm ent, many of  th e members of  the un ion s th at  pay 
dues  to t he  org aniza tio ns  th a t you  repr ese nt,  an d y ou say you  repr ese nt 
some 22 o rganiza tio ns , the y wo uld  no t supp or t thi s. I  ask ed you and 
you  resp onded t hat  you ha d not  con sul ted  w ith  you r m embership.

Mr. Beat tie . That  is correc t,
Mr. Macdonald. Th is seems to  me unusual .
Mr. Beattie. On the  co nt ra ry , it is most  u sua l. I  don’t  know of any 

ins tance wh ere  it has  been done. In  no union do you poll th e mem ­
bersh ip of  a lar ge  or sma ll un ion to find out  wheth er they  want a 
pa rt ic ul ar  bil l.

Air. Macdonald. Do you mean when  you vote to go ou t on stri ke,  
the  memb ership  is not pol led as to  wh eth er they want to go on str ike ?

Mr. Beat tie . Tha t is a som ewhat  differen t typ e of  sub jec t.
Mr . Macdonald. Th is affec ts the pay roll  exact ly as much as a 

str ike would. Am I incorrect  ?
Mr. Beat tie . I th ink there  is qu ite  a diffe rence betw een pu tt in g 

yo ur  job on the  line in a s trike  o r su pp or tin g or not  su pp or tin g a par­
ticu la r meas ure  in  Congress.

Mr. Macdonald. Do you disagree  th at  th is affects th ei r payro ll, 
thei r ta ke-hom e pay?

Mr. Beattie. Yes, s ir ; it c er ta in ly  does.
Mr. Macdonald. Is n’t th is  a m at te r on which the y should have an 

op po rtun ity  to  be heard  ?
Mr. Beat tie . Believe  me, they  are hea rd.  These ch ief  executives  

are  ve ry responsive.
Air. Macdonald. I  hope the y are . Bu t the  point  is they  have not 

been he ard fro m yet. They do n’t know wh at  is go ing  on about thi s 
bill righ t now. I t h as only  been ou t some 4 days.

Air. Beattie. I  believe  t he  h ea ring  on the  Senat e side was in Ju ne , 
on J un e 29.

Air. AIacdonald. I am ta lk ing abou t t he Pel l amend ment.
Air. Beattie. Yes, sir. Th at  wa s the  dat e of the  Pell am end ment.  

The hea rin g w as on Jun e 29.
Air. AIacdonald. And when was it passed by the  Se na te?
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Mr. Beattie. Shortly thereafter  it was voted out of the subcom­
mittee and then later voted unanimously out of the full committee. 
I don' t have the dates in  mind. As a m atter of fact, I was out of the 
country on the date they passed it out of the full committee.

Mr. Macdonald. I don 't want to take the time of the committee, 
but as far as I  know, and  unless the chairman of the full committee 
knows better, it jus t came to our attention  last Thursday or Friday, 
before the Labor Day holiday. We had no knowledge of it prior  to 
tha t. As far as I know, there have been no hearings held on it, except 
this  hearing today. The bill, itself, has never been read before this 
committee. I am not suggesting that  it is a power play, but I do 
suggest that it m ight be a very wise thing from everybody's point  of 
view, including those holding office within the union, to check with 
the membership to see how they feel about it. Because they, in the 
long run, are the people who will pay this bill, at least on the human 
side. I just wonder whether  or not they are in accord with your 
statement  given to the committee.

Mr. Beattie. I believe it is the same thing  as with  those people who 
work under the social security system. They m ust pay the additional 
tax, a substantial increase in their tax, and have no choice about it. 
That is, from the social secur ity amendments of  th is year.

Mr. Macdonald. Thank you.
The Chairman. I thin k in view of the colloquy, Mr. Macdonald, for 

the record it might be well to state tha t if this amendment is a surprise  
to anyone, it started with the action on social security and medicare. 
That started a good m any years ago. It  s tarted  to come to a head in 
the late Congress, but i t did come to a head in th is Congress. Surely 
there was enough public ity and controversy for everybody in the coun­
try  to know something about what  was taking place.

I think many of us fa iled to recognize during all th is time, however, 
the impact i t was going to have on the railroad retirement  program. 
I think, as it was reported from the  Ways and Means Committee and 
the rule granted, and it  came to the floor of the House, and as it was 
debated for several days and went through, t ha t many of us failed to 
recognize that  i t would affect the railroad  retirement  fund to the ex­
tent of $28 million.

I think there were very few who recognized tha t changing the  wage 
base from $5,400 to $6,600 would affect the rail road  retirement fund. 
I will venture to say they didn’t ask Mr. Beat tie anything about it, 
though there was discussion in the last Congress about this  par ticular 
point.

So this is not anyth ing tha t is new, that  has just come up on this. It  
is a question of tr ying to ravel this ball afte r it got wrapped up and 
handed over to us. I thin k there were very few*, if any, outside of those 
connected with the social security bill, and the technicians involved 
with it, who recognized th at the adminis tration of this medicare pro­
gram may go to the Social Security Board, and not go to the Railroad 
Retirement Board.

I don’t th ink the gent leman was any more aware of tha t at the time 
than I was. or that I  was any more aware of it than you were. But tha t 
is precisely what happened when this thing developed.

So, because of all these things, there came out of the social security 
conference a bill which said vi rtually  tha t you have to raise the retire-
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menfc wage base to th is po in t in  orde r fo r it  to meet th e req uir ement 
th at we have  included in the soc ial securi ty bill . As  a re su lt of th at , 
af te r th e Senate had had sev era l weeks of  c onsid era tio n to  th is m at ­
ter , Se na to r P ell  ta lked  to  me ab ou t i t. That  was rec ently , ju st  be fore  
it  was con sidered in the Senate.  Tha t is when I  beg an to  wake up  to 
find ou t al l these thin gs  that  ha d tak en  place.

Ef fo rts were  made to use a g ra du al  st ep on the  increased  wage  base, 
bu t th at  requ ire d some conside rat ion  by the Ways an d Means Com ­
mit tee.  In  tryi ng  to get to some  accomm odation  on it,  I  ta lked  to 
members of  the  Wa ys and Me ans  Com mittee, pa rt ic ul ar ly  the ch ai r­
man . I  could n ot work out  any  a rra ng em en t t hat  w ould mee t the  p ro ­
visio ns of the social se curi ty.

So all  of  th is deve loped  in tr y in g  to unr ave l th is  t h in g  and fina lly 
came to a hea d only  las t Thu rs da y,  I  say to  the  gentl em an. Conse­
quently , th er e was no op po rtun ity  fo r an ything  else excep t to try  to 
wor k i t o ut  to meet these con tingen cie s th at  were  pu t on us  by th e act ion  
of an othe r committ ee i n an othe r leg islative  p rogra m.  T hat  is t he  rea ­
son we ar e where we are  now.

I  would  say th at  if, by Octol^er 1, we do not pass some thi ng  on thi s 
to meet th a t situa tio n, the n th e ad mi nis tra tio n of  ce rta in  pa rts  of 
th is pr og ram is goin g to be take n ove r by social  sec uri ty.  Is  that  no t 
tru e?

Mr.  Beattie. Yes, sir.  Of cou rse , the  benefits are  to  be handled , 
com mencin g Ju ly  of next year . But  unless the law  is cha nged by 
Oc tober 1 t o provide  tha t the base  w ill be increas ed, social s ecur ity  will  
ad min ist er  medicare .

Th e Chairm an . Tha t is the rea son we are faced wi th  th is  kind of 
a si tuati on .

Mr. Macdonald. W ha t par ts  o f the act will be changed by October 
1, or  did  you  say  Ju ly  ?

Mr.  Beattie. The tax  base  m us t be increased to precisely  the same 
level as th a t fo r social sec uri ty.  Th is  mu st be the  law by October 1. 
Other wise,  next ye ar  social secu rit y will ad mi nis ter  medic are  benefits 
fo r ou r peo ple  and  th is  would  cre ate  a very con fused situa tio n, it 
wou ld be a dupli ca tion of  work,  it  would be costly . I t wou ld not in ­
volve a treme ndous cost, b ut it  would  be costly.

Th e comp lai nts from ou r people to us and to you wou ld con tain all 
kin ds  of  c riti cis m.  Tha t is the rea son we are  so anx ious t hat th is m at ­
te r be cleane d up in th is sess ion of Cong ress befo re O cto ber  1.

Mr. Macdonald. In  othe r wo rds , th e med icar e pro vis ion s of  social 
sec uri ty w ill tak e effect w hethe r th is  comm ittee a cts  or  not  ?

Mr. Beat tie . Yes, sir. The me dic are  benefits become payable  Ju ly  
of  nex t ye ar , and social sec uri ty will adminis ter  those fo r ou r people, 
unless the law  is changed  to rai se ou r base, unles s th at  law  is cha nge d 
by O cto ber 1.

Mr. Macdonald. Then isn' t th e he ar ing and the so-c alle d Pe ll 
am endm ent an  exercise in fu ti li ty , if  i t is go ing  to  h ap pe n anyw ay ?

Mr.  Beat tie . No, sir. I f  th is  Congress could make th e base the  
equiv ale nt of  $6,600, th at  tak es ca re  of  the  problem . The  dea dline 
is Oc tober 1.

Mr. Macdonald. Th an k you.  Th e test imo ny has been  very con ­
fus ing .

Th e Chairm an . Mr.  Younger ?
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Mr. Younger. The point I wanted to clear up is a question on social 
security, the administration of it. As I unders tand, under this bill 
the administra tion is for social security under the  Railroad Retire ­
ment Board; they will administer it?

Mr. Beattie, if  we get our base raised.
Mr. Younger. That  is what 1 mean. Under this bill, i f it is passed 

and becomes law by October 1, the social security benefits will lx* ad­
ministered by the Retirement Board?

Mr. Beattie. The medicare benefits; yes, sir.
Mr. Younger. That is what I  meant, the medicare benefits.
The Chairman. Actually, the way it works th e money will have to 

be paid into social security, won't it, and social security will actually 
take care of the  medicare payments? The records will be kept by the 
Retirement Board and the decisions on what is to  be received wdl be 
made bv the Retirement Board. Am I wrong about that?

Mr. Beattie. I think you are 100 percent correct. The entitlement 
of railroad people will be determined by the Retirement Board if we 
pass this legislation in this Congress.

The Chairman. And your great concern is that  that part of it and 
tha t p art of the records of the  railroad employees will be trans ferred 
over to social security, and you want to keep them within the Railroad 
Retirement Board.

Mr. Beattie. It is more than  that. The Retirement Board has these 
records now. Social security  does not have the records. They would 
have to get them. Bu t our people would have to  go to social security 
with their  questions about this. Are they entit led or not entitled ? 
If  they have problems, they would have to write  to social security. 
They would first write  to the Board, and find ou t the Board doesn i 
have jurisdiction. This would be for probably a 6-month period. 
By this time next year,  we would have gotten this  straightened out. 
But you would have a tremendous problem of  having the Social Secu­
rity  Administration giving entitlement to our people, determining 
who is eligible and who is not. It  would be a duplication of work th at 
should lie avoided.

Air. M acdonald. May I ask one more question for my own knowl­
edge ? Mow do people who have never pa id under social security be­
come eligible for lienefits under social security  ?

Mr. Beattie. Unless this law is changed, our  people will be trea ted 
exactly as though they were working under social security.

Mr. Macdonald. What does tha t mean? If  I  never paid into social 
security, suddenly, on October 1, or Jul y 1, as you say, though the 
chairman says July  1, suddenly these people who have never paid into 
social security will become eligible to be recipients.

The Chairman. Would the gentleman yield?
Air. AIacdonai.d. Yes.
The Chairman. Beginning Jan uar y 1 they would be fixing to pay 

into social security on medicare.
Air. Beattie. The money is going into a completely separate fund.
Air. AIacdonald. But it is a different thing, Air. Chairman, as I 

understand it.
Air. Beattie. As I  understand it, the money for the medicare bene­

fits, the tax money, will go into a separate fund and be completely 
separate from the other funds.
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tier wirn mat .
busin ess expense th at  t l\ y > u n  take

The Chairm an . But it goes to  the  Social Se curity Ad minist ra tio n.
Mr.  Beattie. I l>elieve tha t is corr ect.
Mr.  M acdonald. I will ask one last  ques tion.  I don't  know if  you 

are  qual ified to answer  th is quest ion , and  pe rha ps  I  sho uld  have asked 
the gentl em an  who testi fied th is  mo rning. Bu t is the  ex tra money 
th at  will be com ing from  the  ra ilr oa ds  ded uct ible fro m th e tax str uc ­
tu re  of  th e rai lro ads as a bus iness expense? Or is th at ^^Y ja li y-y ^ 
money ou t of thei r pocket  ? /V***

Mr.  Beat tie . No ; i t is a bus iness expense which se rves 'as  a deduc-  < 
tion  fo r ta x purjxises. f **. <•.

Mr.  M acdonald. So a ctu all y it isn 't going to  cost the rtUfl roads 'any­
th in g to  d o it?  |

We ll, I  guess your colleagues di~
Le t me ask th is quest ion : Is  i t a 

out  of  t ax es  ?
Mr.  Beat tie . Yes, s ir.
Mr.  M acdonald. There for e, it  would seem th at the opp osi tion of 

the  ra ilr oa ds  would not be based on an expense basis?
Mr.  Beat tie . I thi nk  t hey have  expresse d them selves pre tty  well on 

th at . I  do n’t want to speak fo r them.
Mr.  Macdonald. I was unab le to com prehend some of  the  test i­

mon y th is  mo rning.  Th at  is why  I am ask ing  you. I  thou gh t as a 
ne ut ra l you wou ld be able to  tell me.

Mr. Beattie. I get the  impre ssion  the y are  concern ed abo ut wh at­
eve r ad di tio na l cost is invo lved , reg ard les s of  w ha t t he  a mo unt might 
be.

Mr. Macdonald. But  it is d educ tib le by them as a bus ines s expense  ?
Mr. Beat tie . Yes, sir.
Mr.  Macdonald. Th ank you.
The C iiatrman. It  is a tax deducti ble  item. As a gen era l pro posi­

tion, an d th er e are a lot of  othe r th ings  invo lved , with  me not being  
a tax ex pe rt  by any means, the general  proposi tion is th a t abou t 48 
pe rce nt  is  th e corporate  tax .

Mr. Macdonald. I assume it  wo uld  depend on each  ra ilr oa d.
Th e C hairm an . It  would depend  on th ei r p rof its and c orpo ra te  si tu ­

ation.
Ar e th er e fu rthe r questions?
Mr.  W ats on  ?
Mr. Ja rm an ?
Mr.  J arman. No questions.
The Chairm an . Mr. Moss?
Mr. Moss.  No questions.
The Chairm an . Mr. Cu nn ingh am ?
Mr. Cun ni ng ha m . No questions.
Th e Chairm an . Mr. Pic kle?
Mr.  P ickl e. No questions.
Th e Chairm an . Mr. Va n De erl in?
Mr.  Van  D eerlin. No que stio ns.
Th e C hairm an . Mr. R ona n ?
Mr.  R onan . No ques tions .
Th e Cha irm an . Mr. Hu ot?
Mr. H uot . No questions.
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The Cha irm an . Mr.  G illi gan ?
Mr.  G ill iga n. No questions.
Th e Cha irm an . Mr . Ha rvey  ?
Mr. Harvey. No questions.
Th e C ha irm an . 1 wa nt to t ha nk  you very m uch fo r b eing so pa tient 

in lis ten ing  to  us  no nex per ts in th is  fie ld. I  hope we h av en 't clu tte red  
* up  too  much .

^ttie. Th an k you, Mr. Ch air man  an d members of the
committ ee.

Lve somethin g else. I  would  offe r, i f you  d on ’t  m ind , the 
cover the ch ild  bene fits, o r lan guage  fo r th at  amendmen t.

Iman. I th ink if  you  wi ll ha nd  th at  to the sta ff fo r the 
les and for ou r conside rat ion , we could uti lize it bet ter.  

>rmation  referre d to wi ll be fou nd in the  com mit tee  files.) 
:att ie. Th an k you.
uairman. Again , th an k you very much and th an k you for  

your  p res en tat ion .
The co mm itte e will a djo urn u nt il 10 o’clock in th e m orn ing , a t which 

time we w ill hav e a n executive  session.
(The  fo llo wi ng  let ter  w as receive d fo r the reco rd :)

National Railroad P ension Forum, I nc.,
Chicago, III., September 7,1965.

Hon. Oren H arris,
Chairman, Committe e on Inters tate and  Foreign Commerce, House  Office Build­

ing, Wash ington, D.C.
Dear Mr. Chairman : This  (lay I received a notice of hea ring  on bill H.R. 

10874, beginning tomorrow, September 8. The sho rt notice  make s it  impossible 
for  me to appear in person, there fore,  I ask  for this let ter  to be rea d and made a 
pa rt of the  rec ord of the hearing.

Since exis tence of the bill was unknown to me unt il today, I am not aware  
of the ful l contents. I can speculate  th at  the repeal provisions of H.R. 3157, 
which were  approved by four comm ittees of the House and  the Sena te, which 
also gained acceptance on the floor in both bodies, remain int act in t he  bill under 
cons idera tion.

As sta ted  in personal testimony befo re the  Subcommittee on Commerce and 
Finance, on April 29, I firmly believe removal of the  spouse benefit  restr iction 
has been too long delayed and should be accomplished  at the  ea rli es t possible 
date.  The  prevailing inequity has  been estab lished and  with  fu ll confidence 
that  the Congress  would soon rec tify  the  erro r, I have steadfas tly  counseled 
aga inst any  action to recover all or  a pa rt  of social security tax es paid by a 
spouse and  her  employer, on the  prem ise that,  in lieu of prov iding old age 
secu rity as  promised, the forced paymen t of such taxes became the  instrument 
of financial injury  in the loss of spouse benefits to which the employee was other­
wise en tit led  under Federal law.

I am sym pathetic toward equality  of the  base for rai lroad reti rem ent  and 
social secu rity , mainly  because of the burden that  would befall the  railro ad 
reti rem ent  system if payments  were made to the social secu rity accoun t, without 
like collection from the employee and employer.

I tru st that  nothing will prevent pas sag e of the spouse fea tur e before adjourn­
ment of thi s session.

Respectfully ,
Geo. Finnioan, President.

(W hereu pon, at  3:42 p.m., th e commit tee ad jou rned , to  reconvene 
in e xecutiv e session at  10 a.m. Th ur sd ay , S ept ember  9,1965.)
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