The Director of Retirement Claims rd

The Associate General Counsel

Questions on Railroed Retirement Act Amendments
of October 30, 1951

The enswers to the questions submitted in your memorsndum of
November 19, 1951 are as follows:

(1) Question: Section 5(1)(9) of the Act as amended October
50, 1951 provides that if the total compensation for any calender yeer
is less than §3600 and the average monthly remuneration computed on
compensation alone is less than $300 and the employee has esrned in
such calendar year wages, as defined in Section 5(1)(6), such weges,
in an amount not to exceed the difference between the compensetion for
such year and $3600, is to be alloweds

In computing the employee's average monthly remuneration
under this provision of the amehded Act ere we to eredit the employee
with wages in an amount not to exceed the difference between the total
compensation for each year and $3600 beginning with (1) Jenuery 1, 1937,
or (2) with January 1, 1951, the earliest date on which wages up te
§3600 a year may be eredited under the Social Security Aet as amended
in 1950, or (3) November 1, 1951, the date on which the Reilroad Hetire-
ment Act amendments of 1951 were made effective?

We understend that the increase in benefits because of
the crediting of additional compensation and wages under the amendments
does not apply to insurance annuities eecruing before November 1, 1951.

Answer: In computing the employee's average monthly
remuneration under Section §(1)(9) of the amended Act (Section 23(f),
P.L., 234, 82nd Cong,.), "wages™ should be used to make up the full
difference between total "compensation™ in the year end $3600 for all
periods after 1936, While it was not until the enactment of P.L. 234,
82nd Cong., on October 30, 1951, that the amendments to the Social
Security Aet were effective, for our purposes, in raising to $3600
the amount which could be considered "wages™, there had been no re-
striction before October 30, 1951 on #hat amount of "wages™ ecould be
used in computing the average menthly remuneration, except that the
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total remuneration psid as "wages" which we could consider in the
computation was $3000. Thet limjtetion, but omly that onme, would
still epply in cemputing our $3600 maximum for periods before the
ensectment of the recent amendments.

(2) question: Section 5(1)(9) of the 195l amendments pro-
vide that if the exclusion from the diviser of all quarters beginning
with the firest quarter in which the employee was completely insured
and had attained age 86 and the exclusion from the dividend of all
compensation end wages with respeet to such guerters would result in
& higher average monthly remunerstion, such quarters, compensatien
and wages shell be so excluded. In computing the basie amount hesed
on sn average monthly remuneration computed in acoordsnce with this
exclusion rule, will we use all increment years, i. e., through the
guarter of death, or will we compute the inerement years through the
calendar quarter preceding the first quarter in which the smployee
wes completely insured and had attained age 657

Answer; The provision of fection 5(1)(9) of the Act
as anended (Seoction 25(f), P.L. 234, 52nd Cong.), for exclusion of
certeain querters in computing the average wmonthly remuneretion when
it would result in 2 higher average remunseration, affects only the
determination of the average monthly remumeration. Aceoordingly, only
to that extent would the computation of the "besgic smount" which is
provided for in Section 5(1){10) of the ict be affected. There would
be no effect on the caleulation of the “increment years" which are
provided for only in computing the “basie amount™, pursuant to eetion
5(1)(10), not the “average monthly resunerstion”.

(5) westion; Jection 27(a) of the 195l amendwents provide
thet except as otherwise specifieally provided, such amendments shall
toke effect with respect to venefits acoruing under the Feilread
Hetirement iot and the Soclial Security Act after the last day of the
month in which enacted, irrespective of when service and employment
ocourred or coupensation or wages were earned.

oes this mean that where death occurred on or after
Uetober 350 but before November !, 1951, thet the basie smount on which
the lump-sux death payment is based must be cowputed in sccordence
with the provisions in effeet prior to the smenduwents since it appeers
that the smendment to “eetion §(1)(9) vecomes effective Hovember 1,
1951, and the lump-sum death peyment becomes due in the month of
Uctober 19507 '

inswer:; Sectiem 2B(a) of the 1951 emendatory sot bas
to do only with "Lenefits seeruing under the inilreed letirement Acts
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and the Secial Seeurity Aet after the lest day of the momth in which
this Lot is emmoted", so that, plainly, it should have ne effeect on
the computation of the lump-sum death peyment due with respeet to a
desth ccourring om or after October 30, 1851, even if it cceurred
before November 1, 196l. I can see nothing otherwise in the amend-
ments to prevent computing the "besic amount™ in secordence with the
Act as amended for purposes of the death peyment iu the case gziven
even though the amendments would not gperate te offeect an incresse
in the monthly payments until November 1, 1951, In sy opinion
Cetober 30, 1981, the date of emsotment of the emendments, should be
the breaking point under the rule that legislation is effective upen
enactment unless otherwise provided.

(4) guestion: Under the Sooisl ‘eeurity Act eny guarter
af'ter the quarter ieh the wege earner attuined age 5, beiore
1989 is exeluded from the divisor in eomputing the smount of the pri-
mary insurtnce bemefit under the old fIP formula wut included in com-
puting the primary insurence benel it under the revised P15 formule.
(584 Claims kenusl, Section 85.5; 984 Regulations We. 3, Section 403 .302;
S8A Claiss Manual Supplement, Section 87.3). In computing the amouwat
oi the foslal Decurity benefit using compensation as if it were wages
under the Zoecial Security Act for the purpose of applying the over-all
winiwen under Section 3(e) of the iot as amended on October 30, 1961,
must we exslude such quarters from the divisor whean the old FIS formula
must de used in computing the priméry insurence benef it umnder the Seeciml
Ssourity Let? I so, must compenseation for such guarters slso be exe
eluded?

inswer: In computing the minimum based on the Secial
Security formula in sccerdence with the proviso in Section 8(e) as |
smended (Section 8, P.i. 254, 82nd Cong.) the test is “the smount or
the additionel smount which would have veen payable to all persons + » »
under the “ociel “ecurity Act « * * if such employee's serviece us an
employee sfter December 51, 1986 were included in the term Yemployment®
es defined in that Aot + » *", jccordingly, it is wmy opinien that if
in eomputing the bemef'it payable under the ‘“ocial Security Aet quarters
before 1939 are excluded from the divisor them we also would have to
exclude such quarters in computing the smount of the minimum snd, of
course, if that would invelve also the exelusion of “"weges" under the
Socinl Security Act then we would have to exclude, im our computetion,
the "compensation” for sueh gquarters, g B : , '

(5) question; The Sosisl Security Act as amended in 1950
provides that weges & with the first day of the second querter
before the guarter of desth, entitlement or first eligibility are to
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be exeluded frem the total weges in computing the primsry insurence
benefit initially., Howsver, that Aot slse provides feor & lag re-
conputation six months after the month of filing in & live case and
six months after the month of the wage earner's death or entitlement,
whichevar first ocourred, in & survivor ease. Any increase resulting
frem such lag recomputation is retroactive to the {irst menth of
sntitlement.

In applying the over-all 358A minimum under Section 3{e)
of the iAot as amended on QOetober 50, 1951, we must compute the H:IA
benef it to which such individuel(s) is entitled, or would be entitled
on proper sppliecation therefor. FPresumsbly, this will require us to
recompute the amount of the over-sll SSA minisum six months after the
guarter of fiking, month of wage earner's death or entitlement, whiche
ever the oase may be. Administretively, however, it would be more
expedient if it were possible to include the lag recosputetion as sn
initisl computation in determining the over-all 58 minimume This
would be possible because the “ocisl Security Administration »ill
always furnish the lag wages, i. ., wages earned in the period be-
ginning with the first day of the second quarter preceding the guarter
of filing, death or ontitlement, whichever the case may ve, Lecause
lag wages are reguired for computetions of survivor benefits under the
feilroad Hetirement fet. Therefore, mey we include such lag recom-
putation in our initial computeations te determine the overall SS5A
wininum or must we wait six momths before making the lag recemputation,
even though sny inerease resulting from such computetion would be
retrosctive to the first month of entitlement?

Answer:; In determining the over-all Secisl Seeurity
minimam I see no resson for waiting six wmonths to meke the sc~called
"lag recomputation”™ when ve heve the information st hand to make the
recomputetion lmmedistely, since any increase resulting from such re-
computetion would have to be retroactive to the first mouth of entitle~
ment,

(6) question: (Under the Social Seeurity Aet in effect
vefore the 1951 amen ts, & wage earner beceame entitled to & work
recomputstion on preper spplication thereior. ifter the wage earners
primery insurance benefit begesm Yo agcrue he could apply for his first
vwork recomputetion et any time. Eowever, second and subsequent ree-
computetione were permitted only at intervels of not less than 12
months from the filing date of the last spplication for recomputation.
in spplicetion for & work recomputation could be {'iled only if the
wage esrner was working for less thean {15 a menth, or if working for
more than (14,99 « month if he indiceted he would cease such work

'“‘
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during the effective dates of his applications. (Seecial Security
Administration Cleims Menusl, Sections 89.1 snd 89.2.)

In applying the over-all “0A wminimum we would not be
able to determine vhen the individual worked for less then 515 & wmonth
on the basis eof the present wa e and compensation deata certified te
us by the uresu of wage and gerviee records. Neither would It be
expedient for that bureaw to furnish this informetion becsuse & number
of smployees reported compensstion to that teresu in yearly totals
and not in menthly detail. ‘urthermore, where the employee also werked
for wages covered by the Secial Security Aot, sueh weages are certified
to us on & total yearly wege basis, showing th- numLer of wage guer-
ters estatlished for the year., Congequently, would there be sny legel
objection to computing work recomputations where informetion furnished
by either the tocial sSecurity Administration or the turesu of wage end
service records indicstes that the individual was not credited with a
wage querter of coversge for a calendar quarter and during such calen-
dar guarter the employee did not remder compensated service for at
leagt one month?

Answer: There should be ne objection to the procedure
you suggest, in delermining the Socisl Security minimum, for waking
the recomputetion necessary on scccunt of work done after asquiring
entitlement, since in ne ocsse, I understand, could it result in an
overpayrent, and the effeot in every ocase would be slight. Any deter-
mination wede pursuant to such procedure, however, should be subject
to correction if the applicent is able to esteblish thet were the
progcedure prescribed by the Soeiel ‘gourity iot followed his bemefit
sould be larger,

avid %, Schreiber
sssociate Ceneral Counsel
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