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Irector of Retirement Claims

Associate General Counsel

Overall Minima Joaputationa

In reply to your inquiry of March 21, 1961, ay opinion is 
that in applying the social-security-minimum of section 3(e) in e 
single beneficiary case you may calculate the adaUaia, as you suggest, 
by taking 110 per eeatua of that pert of whet would be the employee's 
Primary Insurance Amount under social security which the beneficiary 
would have been entitled to had the employee's railroad employment 
been covered by the social security system. My opinion is also that 
where there is more than one wether of the employee's family to be in- 
eluded in calculating the amount of the minima without the family 
maxima under social security applying, that you may calculate the 
mini cats, as you suggest, by adding the percentages of the employee's 
Primary Insurance Amount which such family members would be respectively 
entitled to under the social security system,increasing the total of 
such percentages by ten percent, and taking as the amount payable to 
the family the total percentage (as so increased) of the employee's 
Primary Insurance Amount. Similarly, it is my opinion that when the 
social-security-minimum to be applied to members of the employee's family 
is to b« measured by the maximum family benefit provided by the Social 
Security Act the calculation of the minimum may be effected, as you sug­
gest, by taking 110 percent of such family maxi asm. (All your proposals 
contemplate the rounding up of the ultimate benefit payable in each 
individual case, when not a multiple of ton cents, to the next higher 
raultiple of ton cents as required by section 3(1) of the Railroad Retire­
ment Act.)

Obviously, the calculation methods suggested would, since 
social security benefits are based on peroeata^.es of the Prinuxy Insur­
ance Amount of the employee from whose employment these benefits derive 
or, in family saxi-aua easos, on arbitrary amounts, be conplotely accurate 
end exact in determining the amounts due under this minimum. The non­
application, however, of the intermediate rounding step, otherwise appli­
cable under social security to an individual beneficiary's benefit*, 
of paying the benefit, if not a multiple of ten cents, in an amount 
equal to the next higher ten cents, might have the result, in sons in­
stances, that the individual benefits ultimately payable woi.ld be ten 
cents less than otherwise, although such benefits would themselves have 
the advantage of an ultimate rounding up, under section 3(1) of the 
Railroad Retirement Act, If not a multiple of ten cents, to the next 
higher ralliplc of ten cents.
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Director of Retlreaent Claine

The receding prevision use, of eeuree, edepted for eeelel 
security purposes only fer administrative convenience, and net as part 
of a formula to Increase benefits. The rounding rule under social 
security dees net apply at all whore the benefit Is already a multiple 
ef ten cents, and In ether oases It produces only a aonlaol Increase 
of from one to nine cente. Juch a result Is significant of a purpose 
net to provide, by rounding, any substantive Increase in benefits sines 
otherwise it would have to be considered that the purpose was to dle- 
orleinato between beneficiaries. Moreover, rounding ie ultimately 
effected in determining the abeolate amount due under the KLaLoum in 
every such individual case through the application of section 3(1)
(added by section 1(e) of Public Lew 35-927 , 85th Congress).

The proposals for such rounding, and fer rounding average 
■enthly compensation to the next lower mltiple of Si.CO, were described 
In the Board’s reports on the legislative proposals enacted as Public 
law 85-927 as easndaents which "would have no Material effect en the 
amount ef Monthly annuities, but ere designed to simplify the computing 
processes*. Hr. Hahemeyer testified at the Senate Hearing on this 
proposed legislation (Hearings before SubeosHittee en Railroad Retlre­
aent ef the Senate Cenedttee on Labor and Public Welfare, 85th Congreee,
2nd Session, on S. 2020, page 18) thets "The Method of computing bene­
fits would be simplified" by reason ef these rounding provisions sad 
that these previsions "would alee sake possible the preparation of 
relatively simple annuity tables baaed on the averages and other figures, 
thus elladBating the actual computation of annuities In hundreds ef 
thousands of future benefit claims, and t.'iereby speeding up their handling".

The legislative history accords wholly, ef eeuree, with your 
proposals for computing the sd.nlaum benefits under section 3(e), and in 
principle to the intermediate ten-cent reundlng ef social security 
benefits. In feet, as your Msaorsadua shows, to apply this intermediate 
rounding would nullify altogether the provision’s purpose to simplify 
computation and adelnlatration. In tbeee circumstances and since eseh 
beneficiary would receive the benefit of ti* reundlng provision In the 
ultinate calculation ef hla annuity and otherwise the computation Methods 
you propose would produce eeaet and accurate results, It is my opinion 
that your adoption of tbeee Methods, far determining whet is due under 
the * social-security-ednliaue ’ ef section 3(e) to Individual beneficiaries, 
would be desirable and completely acceptable.
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