November 30, 1955

L-55-586
The Foard Lok \ ¢

The 2ssociate General Counsel

wffect of Proposed Changes in the 0ld-fge and Survivors Insurance
Reporting Frocedures on the Railroad Retirement Program,
(My memoranda to the Eoard dested March 2L, /pril 5 and iay 26,
1955; the Chairman's letter to the Secretary of the Department
of Health, Kducation, and Welfare dated June 3, 1955; the
memorandum of the Secretary of the Board to me dated fugust 25,
1955; the bill H.R. 7770, 8Lth Congress, lst Session, =nd the
letter to m from Mr. Robert M. Bell, Acting Director, tocial
Security fdministration, dated October 17, 1955.)

The last sentence of the Chairman's letter to the Secrctary of
the Department of Health, Education, and Wwelfare, dated June 3, 1955, trans-
mittin. proposals of the Railroad Retirement Eoard for smending section 301
of the "draft bill" for combining employer reports for income tax withholding
and old-zge survivors insurance, steted as follows: "Some of thusc proposed
amendments would be necessary by reason of the proposals in the 'draft billf,
while the others would be included for reasons of equity and good administra-
tion." In view, however, of scction 201 of the bill H.R. 7770, supra, which
contains the only amendment to the Railroad Retirement Act, the draft bill
below, submitted for the Foard's consideration, would amend the Reilroad
Retirement Act only in such respects as appear necessary if the bill HL.R.
7770 is enacted. The remaining proposals in the Chairman's letter which
were not necessary by reason of the proposals in H.R. 7770, tut werc

"included for recasons of equity and good adminicstration", have plready
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been incorvorated in the draft bill which T submitted to the FEoard with
my memorandum of November 17, 1955.

Since 1t may be desirable to incorporate the Eoard's proposals
in H.R. 7770 (the bill which would amend the Social Security #ct), the
draft below is in two alternatives.

tltemative I.

4 BILL
To amend the Rsilroad Retirement Act of 1937, as amended, to take account
of recent amendments to the Social Security Act insofar as they would
aifect provisions of the Railroad Retirement tct, and for other purpos=s.

Eis IT BNACTED EY THE SEN/Tw AND HOUSE OF RkFRZSENT/TIVES OF THE
UNITED ST#TiS OF /MERICA IN CONGRESS /SSEMELED, That section 1(q) of the
Railrosd Retirement /fct of 1937, as amended, is amended by striking out
"1954" and inserting in lieu thereof "1956". l/

Sec. 2. Section 3(e) of the Railrosd Retirement /ct of 1937,
as amended, is amended by inserting after the phrase "quarters of coverage"
the following: '"with respect to employment in any calendar year before
1957"; by striking the comma after the words "such employment" in the
second sentence of paragrarh (iv) thereof, and in the first sentence of
paragraph zv) thereof, and inserting in lisu thercof the following: "(in
any calendar year before 1957)"; and by inserting "before 1957" after the

words "in any calendar year" in the third and fourth sentences of said

I/ This proposed amendment would make unnccessary the cnactment ol sec -
tion 201 of H.R. 7770.
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paragreph (iv) and in the second and third sentences of said paragraph
(v). 2/

Sec. 3. Paragraph (5) of section 5(1) of the Railroad Retire-
ment /fct of 1937, as amended, is amended by inserting after the phrase
"quarter of coverage" the phrase "and any coverage credit".

fec., L. Subparasgraph (i) of paragraph (7) of section 5(1) of
the Railroad Retirement fct of 1937, as emended, is emended, effective
for calendar years after 1956, by substituting for the word "quarter"
wherever this word appears before the parenthetical expression, the words
"calendar ycar'; and by inserting at the end of, and within, the paren-
thetical expression in said subparagraph (i) the following: ", except
thet for any calendar year after 1956, there shall not be excluded that
number of quarters as equals the number of coverzge credits, as defined
in the Social Security fct, credited to him for such year',

Sec. 5. Paragraph (9) of section 5(1) of the Railroad Rutire-
ment /ct of 1937, as amended, is amended by changing the period at the
end of the second proviso thercof to a comma and inscrting thereafter
the following: ‘"except that for any calendar year after 1956, there shall
not be excluded from the divisor that number of calendar quarters as equals
the number of coverage credits, as defincd in the Social Security fct,

credited to him for such year:", 3/

2/ #11 proposals in this sectlon, cxcept the first, assumc the prior cn-
actment of the "disability freeze" amendment to scction 3(e) of the
ict, proposed in my memorandum to the Foard dated November 17, 1955.

2/ The punctuation changes here proposcd assume the prior enactment of
the amendment to paragraph (9) proposed in my memorandum to the Foard
dated November 17, 1955,
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/1ltemative II

fmend scetion 201 of H.R. 7770 by inserting"(a)" after "Sec., 201.",
by striking "1955" and substituting in lieu thereof "1956", and Ly adding
at the end thereof the following four subsections:

"(b) [Repcat the proposcd section 2 above]

"(c) [Repeat the proposed section 3 above]

"(d) [Repeat the proposed section L above]

"(e) [Repcat the proposcd section 5 above]

Explanation of Draft Fill /bove

Section 1 of the draft bill above would maks the Social Security
Lct as amended in 1956, instead of the Social Security ict now in effect,
applicable for purposes of the Railroad Retiremcnt ict (such &s the over-all
minimum provision in section 3(e), end the survivor benefit provisions in
section 5).

Section ¢ would limit the use of thc "quarters of coverage"
concept to the period before 1957. For the period after 1956, "covcraée
credits" would take the place of "quarters of coverage!". This would follow
from the provision in section 3(e) of the Railroad Retirement ‘ct that,
for the purposes of thet section, the emgloyee's service as an "employee
after 1936 would be considered "employment", as defincd in the Social Security
fct. It is unnecessary to add that, for the purposes of section 3(¢), en
individual's "compensation" should be considered "wages", as defined in the

Social Security /ct, because the remuneration for "employment" is defined
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as "wages" (seec section 209 of the Social Sccurity .ct). Such addition
was considered unnecessary in scction 3(e) in effect now. While "quarters
of coverage" (mentioned in section 3(e) now) include "wage" quertcrs of
coverage, such inclusion is only for the purposes of section 5. If it

hed not been for the difference in method under the two /cts for determining
the numter of quarters of éoverage in a calendar year (required by the
difference in pay-reporting procedures), the pressnt "quarters of cover-
agc" provision in section 3(e¢) would have becn unnecessary, and it is
unnecessary to provide any substitute for the spceial querters-of-coversge
provision by reason of the change to the "coversge credit" basis since, as
indicated above, thc term "employment" carries with it the conversion of
"compensstion" to "weges" and, so, to "coverage credits".

On the same theory, scction 2 would also change "quartsres of
coverage" to "coversge credits" for calendar years aftcr 1956 for the
purposc of the disability freeze provisions (proposcd in my memorandum to
the Foard dated November 17, 1955).

Scction 3 would includs in the definition of "wage quartcr of
coverage" in paragreph (5) of scetion 5(1) of the Railroad Retiremsnt . ct,
the tcrm "coverage credit". This would cnable thc Eoard to usc the
"quarter of coverage" concept for periods before 1957 and the "covirage
credit" conccpt in survivor benefit cases for periods aftcer 1956.

Scction L would permit the detcrminstion of a completely insured
status, effcctive for periods after 1956, by determining the beginning

and e¢nding of the c¢lepsed period in terms of calendar yeers instead of
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celendar quarters. The additionel language proposed for the peronthcetical
evpression would limit to periods beforc 1957 the exclusion from the
clapsed quarters any quarter which is not a "wage" quarter of covera:c
during eny part of vhich a retirem.nt snnuity wes payeble to the cmuloyce.
For sny calendar yeer in the period after 1956, the number of tho quartcrs
to be excluded from the elapscd period would not cxceed the number of
"coverage credits" which would be credited under the Social Security ’/ct
to the employce in such celendar yerr., Exce~t for the fact thst for

the period before 1957 the exclusion from the ¢lapsed period is in terms
of "quarters of coverage" znd for the period after 1956 such exclusion
would be in terms of '"coverage credits", the net effect would te thit no
substaentive chen:c would be meade for the Reilroad Zetircment fct with
regard to the evclusion from the elapsed period. In btoth instancecs, the
excluded quarters during which a retirement annuity wes payable, do not
include "compensation quarters of coverage! becruce the term "quarters of
coverage" cen mean only "wage quarters of coveraie!" since under the teble
in section 5(1)(L) of the Reilroad Retirement /jct, used to determine
compensation quarters of covera.e, there is no way of identifying esuch

2 querter as being in any prrticulzr celendar quarter of the year. For
the period after 1956, "coverage credits" under the Socizl Security fct

will also be so unidentifiable. L/

L/ Votc that no chenges would be made in paregraph (8) of scetion 5(1)

T of the Reilroad Retirement [ ct with resoect to a2 "partially insured"
stetus since the "guartoers of coverage" refcrred to in that scction
would necessarily include "coversge credits". (Sec peragreph (3) of
section 5(1) now in effcet, and peregreph (5) of scction 5(1), as it
would be emended by section 3 of this bill.
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Section 5 would amend paragraph (9) of section 5(1) so that,
in determining the "average monthly remuneration", the number of calendar
quarters to be excluded from the divisor in any calendar year aftcr 1956
would be no more than the number of "coverage credits" under the Social
Security /ct with which the employce would be credited in such year.
Herc, also, there would be no subtstentive change for the Railroad Retire-
ment fct with regard to the exclusion of calendar quarters from the
divisor. The effective date for each section of the bill is incorporated

within such section.

David B. Schreciber
2ssociate General Counsel



