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THE WHITE HOUSE

Last Day: August 13
WASHINGTON

§\\\

August 8, 1975

MEMORANDUM FOR THE PRESIDENT

FPROM: JIM CANNQO

SUBJECT: H.R. 8714 - Increases in Railroad
Unemployment and Sickness Benefits

Attached for your consideration is H.R. 8714, sponsored by

Representative Staggers, which:

-— Increases unemployment and sickness benefits paid under
the Railroad Unemployment Insurance Act;

-~ raises the rate of contributions paid by covered employers;

--~ provides extended unemployment benefits for railroad
employees with less than 10 years' service; and

-- makes other changes in the Act as well as various
technical changes in the Rallroad Retirement Act
of 1974 and the Railroad Retirement Tax Act.

A detailed summary of the provisions of the bill and agency
comments are provided in OMB's enrolled bill report at Tab A,

OMB, Max Friedersdorf, Bill Seidman, Counsel's Office (Lazarus)
and I recommend approval of the enrolled bill.

RECOMMENDATION

That you sign H.R. 8714 at Tab B.




EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

AUG 7 1975

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill H.R. 8714 - Increases in railroad

unemployment and sickness benefits
Sponsor - Rep. Staggers (D) West Virginia

Last Day for Action

August 13, 1975 - Wednesday

Purpose

Increases unemployment and sickness benefits paid under the
Railroad Unemployment Insurance Act; raises the rate of
contributions paid by covered employers; provides extended
unemployment benefits for railroad employees with less than
10 years' service; and makes other changes in the Act as well
as various technical changes in the Railroad Retirement Act
of 1974 and the Railroad Retirement Tax Act.

Agency Recommendations

Office of Management and Budget Approval
Railroad Retirement Board Approval
Department of Transportation Approval
Council of Economic Advisers Approval
Council on Wage and Price

Stability staff Approval
Department of the Treasury No objection
Department of Labor Would not oppose

approval

Discussion

Title I of H.R. 8714 would raise benefits and tax rates under
the Railroad Unemployment Insurance Act, which was last updated
in 1968. That Act, which was enacted in 1938, provides for
unemployment and sickness benefits for railroad employees
financed by their employers, totally separate from the regular
unemployment insurance system. Through the years, the
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Railroad Unemployment Insurance Act has been amended
periodically to reflect negotiated agreements between
railroad industry labor and management. In accordance
with that tradition, Title I of the enrolled bill would
enact benefit and tax increases and other changes recently
agreed upon in industry-wide collective bargaining.

In reports to the Congress on earlier versions of Title I,
Executive Branch agencies indicated two general concerns.
First, Labor expressed the view that changes in the unemploy-
ment compensation system for the railroad industry should be
considered in coordination with possible permanent changes
for the entire unemployment compensation system. Second,
Treasury and OMB expressed concern that the increased
benefits be adequately financed within the system.

With regard to the first concern, the Administration's
proposed legislation to revise the regular unemployment
insurance system, submitted to the Congress last month,
includes establishment of a National Commission on Unemploy-
ment Insurance to study necessary further changes in the
system. Should that proposal be adopted, the Commission would
be charged with considering railroad unemployment insurance
along with the regular State-Federal program. Nevertheless,
Labor notes in its attached views letter that the enrolled
bill "may make some substantive changes more difficult to
achieve."

Senator Javits responded to the second concern on the Senate
floor by stating that "Congress will have ample opportunity
to revise the funding mechanism of the Act at any time such
revisions might be required. This, of course, would be the
appropriate course to take in the event of a long-term
insufficiency in the program's funding." Treasury believes
that the bill provides increased contributions sufficient to
insure adequate funding for the new benefit levels.

Title II of the enrolled bill would make various technical
amendments and corrections to the Railroad Retirement Act of
1974 and the Railroad Retirement Tax Act. Many of these
revisions were proposed by the Railroad Retirement Board (RRB)
in a draft bill cleared by OMB early this year.

Description of the bill

A detailed description of the provisions of the enrolled bill
is contained in the attached RRB views letter. The following
summarizes the major provisions.
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Maximum benefit level--The bill would, retroactive to
July 1, 1975, increase the maximum daily rate of unemployment
and sickness benefits from the present $12.70 to the lesser
of $24 or 60% of the beneficiary's last daily rate of pay
(but not less than $12.70). As of July 1, 1976, the
maximum daily rate would be set at $25.

A maximum daily benefit rate of $24 would represent approxi-
mately 48% of the average earnings of all railroad employees.
By comparison, the Administration's legislative proposal for
changes in the regular unemployment compensation system calls
for a maximum benefit of 66-2/3% of a State's average weekly
wage, which would enable most workers to receive about 50% of
their wage in unemployment benefits. Compared with current
unemployment compensation levels in the State-Federal system,
however, the enrolled bill would place railroad workers
receiving the maximum benefit rate in the upper end of the
spectrum of State maximum benefit rates paid.

Extended benefits--The bill would provide for extended
unemployment benefits of 13 weeks for railroad employees with
less than 10 years of service, beyond the regular 26-week
benefit period. Extended benefits are currently available
only for employees with 10 or more years of service. The new
extended benefits for those with less than 10 years service
would be somewhat less generous than those available to
longer~term employees and would be triggered on only during
periods of "high unemployment" in the railroad industry
patterned after the triggers provided under the Federal-State
Extended Unemployment Compensation Program.

Benefits during strikes--Under present law, a railroad
employee who engages in a strike, other than an illegal strike,
is eligible for unemployment benefits after 4 days of unemploy-
ment--i.e., on the same basis as an employee who is unemployed
for some other reason. H.R. 8714 would extend that waiting
period to 7 days in the case of a railroad worker who is
unemployed because of a strike.

Other eligibility conditions--The enrolled bill would
reduce from 7 days to 4 consecutive days the waiting period
before sickness benefits are paid and from 7 months to
5 months the period of service before new railroad employees
are eligible for unemployment and sickness benefits.




Financing--To pay for the increased benefits, the
enrolled bill would increase the schedule of employer
contribution rates to the railroad unemployment insurance
account. These rates are on a sliding scale depending on
the balance in the account. At present, they range from
4% of taxable payrolls when the balance in the account is
less than $300 million to 1-1/2% when the balance is
$450 million or more. Under. H.R. 8714, the contribution
rates would range from 8% when the account balance is less
than $50 million to 1/2% when it is $300 million or more.

Cost Impact of H.R. 8714

Using certain assumptions spelled out in its attached views
letter, the Railroad Retirement Board (RRB) estimates that
unemployment and sickness benefits under Title I of the
enrolled bill would cost an average of $176.9 million per
year over fiscal years 1976-1980 (using July 1 - June 30
data). This would be $90.3 million higher than the average
annual cost of present benefits projected over the same
5-year period.

The average annual cost under H.R. 8714 would represent 6.8%
of taxable payroll based on the present $400 monthly taxable
limit. Administrative expenses of the program are estimated
at about 0.3% of taxable payroll. The total cost per year
therefore would be about 7.1% of the taxable payroll. Since
the maximum taxable rate is only 8%, a margin of less than
1% would be provided for annual benefit payments.

RRB further estimates that the new tax rates would provide an
average reserve balance in the railroad unemployment insur-
ance account of between $50 and $60 million between now and
1980. This represents less than 4 months of estimated
benefits.

In a report to the Senate Labor and Public Welfare Committee
on this legislation, the Chairman of the RRB urged the
Congress to consider the adequacy of the benefit and reserve
margins before taking action on the bill. In the attached
views letter, he states that the bill's financing "should be
sufficient although the safety margins are not great...."

He also indicates that the Railroad Unemployment Insurance
Act provides authority for borrowing from the Railroad
Retirement Account, "so that any shortage would not be
financed out of general funds."



Recommendations

RRB's Chairman recommends approval, as do the Labor and
Carrier members of the Board. The latter two members
indicate that the bill has the support of both railroad
labor and management, and that it "would provide a needed
increase in benefit rates which have not been changed since
1968 despite the increase in the cost of living in the last
seven years." The Labor and Carrier members believe the
bill's financing provisions are adequate, but state "If for
any reason the tax schedule becomes inadequate, the Board
would, of course, support corrective legislation."

DOT also recommends approval. The Department expresses
concern about the increased costs which will be imposed on
the financially depressed railroad industry, but recognizes
the need to increase employees' unemployment and sickness
benefits. The Department notes that the benefit levels fall
within the range of unemployment insurance benefits that are
provided by the major industrial States and represent a
compromise agreed to by labor and management.

Treasury indicates no objection to a recommendation of
approval. The Department defers to other agencies as to
the need for the benefit increases, but believes that the
bill provides sufficient increases in contributions to
insure adequate funding for the new benefit levels.

Labor, as indicated above, is concerned that "changes in the
unemployment compensation system for one industry should be
considered in coordination with possible permanent changes
now under consideration for the entire unemployment compen-
sation system. While this enrolled bill does not preclude
that approach, we do recognize that it may make some
substantive changes more difficult to achieve."

The Department's letter states, however, that "...in view
of the fact that this enrolled bill embodies the provisions
of an agreement between labor and management representatives
in the railroad industry and it does make certain improve-
ments in the railroad unemployment compensation system, we
would not oppose the President's signing of the bill. We
further believe that even if the bill were vetoed, such a
veto would be overridden."”



* * * * *

We share the concerns expressed by the Labor Department about
the need for closer coordination between the railroad unem-
ployment insurance system and the general State-Federal
system. Moreover, while the enrolled bill appears to be
self-financing, the margin is obviously thin, based on RRB
estimates. However, since the bill follows the customary
pattern of legislating negotiated agreements and in light of
the commitment to non-Federal financing from the RRB and in
the legislative history on the Senate floor, we recommend

approval.
Assistant Director :or

Legislative Reference

Enclosures



UNMITED STATES OF AMERICA

RAILROAD RETIREMENT BOARD
844 RUSH STREET
CHICAGO, ILLINOIS 60611

JAMES L. COWEN August 1, 1975
CHAIRMAN
NEIL P. SPEIRS

WYTHE D. QUARLES, JR.

Mr.. James M. Frey

Assistant Director for Legislative Reference
Office of Management and Budget

Executive Office of the President
Washington, D. C. 20503

Dear Mr. Frey:

This is the report of the Railroad Retirement Board on the enrolled
bill H.R. 8714,

The bill contains two titles, the first of which would amend the Railroad
Unemployment Insurance Act to raise the rate of sickness and unemployment
benefits paid thereunder, to increase the rate of contributions paid by
covered employers, to provide for an extended period during which unem~
ployment benefits can be paid to employees with less than 10 years of
creditable service who have exhausted their eligibility for normal bene-
fits, to make certain changes in provisions of the Act regarding the
payment of benefits for days of sickness and days of unemployment caused
by strikes, and to make certain other changes in the Act. The second
title of the bill would amend the Railroad Retirement Act and the Internal
Revenue Code of 1954. The Railroad Retirement Act would be amended to
provide for permanent automatic appropriations to the Railroad Retirement
Account and the Railroad Retirement Supplemental Account of railroad
retirement taxes and railroad retirement supplemental annuity taxes which
are collected each year under the Railroad Retirement Tax Act, and to
clarify eligibility requirements for the annuity amount provided under
Section 3(c) of the Act. The Internal Revenue Code of 1954 would be
amended to provide that compensation taxed under the Railroad Retirement
Tax Act can be deducted in the same manner as wages taxed under the
Federal Insurance Contributions Act from the amount of net earnings
subject to the tax on self-employment income, and to increase from $3 to
$25 the minimum amount of monthly remuneration of employees of railway
labor organizations which can be included within the term "compensation'
for purposes of the Railroad Retirement Tax Act.

77g-191®
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Title I ~ Amendments to the
Railroad Unemployment Insurance Act

Section 1(a) of the bill would amend Section I(h) of the Railroad Unem-
ployment Insurance Act. Section 1 of the Act provides definitions of
certain terms used in the Act, and Section 1(h) provides the definition

of the term "registration period." The present provisions of Section 1(h)
of the Railroad Unemployment Insurance Act provide that a registration
period for sickness benefit purposes is ended only by a lapse of 13 days
after the date on which it began. As a result of the introduction of the
continuing period of sickness concept by the amendments made by the second
paragraph of section 1(c) of the bill, it is necessary, in order to fully
accomplish the purposes of those amendments, that a new registration period
for sickness benefit purposes be able to begin on the first day of any four
consecutive days of sickness resulting from a new injury or illness.
Accordingly, the amendments made to Section 1(h) by section 1(a) of the
bill would provide, in effect, that any existing sickness benefit regis-~
tration period would terminate as of the day before the individual begins

a new registration period based on a new "period of continuing sickness.”
The amendment made by section 1(a) would be effective with respect to days
of sickness in registration periods beginning after June 30, 1975.

Section 1(b) of the bill would amend Section 1(k)} of the Railrcad Unem~-
ployment Insurance Act to provide that the term "subsidiary remuneration”
means remuneration not in excess of an average of $10 a day (instead of

$3 a day) for the period with respect to which such remuneration is

payable or accrues. 1In addition to meeting the dollar amount requirement,
remuneration must, in order to be considered "subsidiary remuneration,"

be derived from work which (1) requires substantially less than full time
as determined by generally prevailing standards and (2) is susceptible of
performance at such times and under such circumstances as not to be incon-
sistent with the holding of normal full-time employment in another occu-~
pation, The receipt of "subsidiary remuneration" will affect entitlement
to unemployment or sickness benefits only in cases where such remuneration
is necessary to enable the recipient to meet the minimum base year compensa-
tion ($1,000) required to qualify him or her for benefits. The $10 amount
would be more realistic in view of present day wage scales as compared with
those when the $3 amount was fixed in 1958. The amendment made by sec-
tion 1(b) of the bill would be effective with respect to registration
periods beginning after June 30, 1975.

Section 1(c) (1) of the bill would amend Section 2(a) of the Act. Under
present law, an employee who engages in a strike is eligible for unemploy-
ment benefits on the same basis as an employee who is unemployed for some
other reason (i.e., he can receive benefits for each day of unemployment
in excess of four during a fourteen day registration period) so long as
the strike was not commenced in violation of the provisions of the Railway
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Labor Act or in violation of the established rules and practices of the
employee's labor organization. In addition, other employees who refuse
to work because a strike is in progress are entitled to unemployment
benefits regardless of the legality of the strike. The amendment made

by the first paragraph of section 1(c) of the bill would provide that
during the first registration period in which an employee was unemployed
as a result of a particular strike against his employer, he could re~
ceive unemployment benefits only for each day of unemployment in excess
of seven. This limitation would apply not only to those on strike and
those refusing to work because of the strike but also to any other em—
ployees of that employer who are unable to work, regardless of their
willingness to work, because a strike is in progress. For example, if a
strike is commenced against a particular employer and that employer
decides to cease all operations while the strike is in progress, all
employees of that employer, except those who were already unemployed when
the strike commenced, would be subject to the "waiting period" provided
by the amendment in question. The effect of this amendment would be to
provide that no employee who is unemployed because of a strike, other
than an illegal strike subject to Section 4(a-2)(iii), would be entitled
to unemployment benefits unless, and until, the strike lasts longer than
seven days. Any days of the strike in excess of the first seven will be
a separate registration period lasting up to and including the fourteenth
day cf the strike. Thus, such a registration period could last as little
as one day or as long as seven days. Benefits would be paid for all days
of unemployment in such registration period. The present disqualification
provisions in Section 4(a-2)(iii) would continue to disqualify members of
the class and craft participating in illegal strikes. The "waiting period"”
would be applicable during the first registration period of each strike
commenced against a particular employer.

Sickness benefits are payable under present law to an individual only
after he has had seven or more days of sickness during one fourteen day
registration period in a particular benefit year. Thereafter, sickness
benefits are payable for any day of sickness in excess of four during a
subsequent registration period in the same benefit year. The amendment
made by the first paragraph of section 1(c¢) of the bill would provide for
the payment of sickness benefits for each day of sickness in a "period of
continuing sickness" after the individual has had four comsecutive days
of sickness in the registration period in which the ''period of continuing
sickness' began and for each day of sickness in excess of four during
subsequent registration periods in which the '"period of continuing sick-
ness" continues. A "period of continuing sickness" is defined to mean
either (1) a period of comsecutive days of sickness, whether from one or
more causes, or {2) a period of successive days of sickness due to a
single cause without interruption of more than 90 consecutive days which
are not days of sickness. Thus, if, for example, an individual injures
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his back and is unable to work, he would begin receiving sickness benefits
after the first four consecutive days in which he is unable to work be-
cause of that injury. If he went back to work after the seventh day (or
after any other day subsequent to the fourth day) but found, after two
days (or any other number of days up to 91), that he was unable to continue
because of his back injury, his "period of continuing sickness" would
still be in effect, and he could receive sickness benefits without again
satisfying the four consecutive days requirement. However, if, after
returning to work for one day the individual injured his foot (or con-
tracted an illness) and was unable to work as a result of this new cause,
his previous "period of continuing sickness" would have terminated, and

he would have to again be unable to work for a period of over four con-
secutive days before he could receive sickness benefits. If, on the

other hand, that same individual, while off from work due to his back
injury, had become ill before returning to work, his "period of continuing
sickness" would not have terminated, and he could receive sickness bene-
fits because of his illness even though his back injury might have improved
to the extent that he could have returned to work had he not become ill.
It should also be noted that if an individual were to be unable to work
for three consecutive days due to one cause (e.g., a back injury) and,
before returning to work, were to be unable to work for another two con-
secutive days due to ancther cause (e.g., a cold), he could receive
sickness benefits for one day because he would have had more than four
consecutive days of sickness during a period of continuing sickness.
Furthermore, if that same individual were then to return to work for one
day after which he was again unable to work for two days as a result of
his back injury, he would be eligible to receive sickness benefits for
those two days because, having satisfied the four consecutive days of
sickness requirement, he would have had a "period of successive days of
sickness due to a single cause /i.e., the back injury/ without interruption
of more than ninety consecutive days which are not days of sickness."

The amendments made by section 1(c) (1) of the bill would be effective with
respect to days of unemployment and days of sickness in registration
periods beginning after June 30, 1975.

Section 1(c){(2) of the bill would amend Section 2(a) of the Act to increase
daily unemployment and sickness benefit rates which were fixed at their

present levels by amendments enacted early in 1968. The basic benefits

are now provided by a table which sets out ten levels of base year compensation
and corresponding daily benefit rates starting at $8.00, payable to those with
the minimum qualifying base year compensation, and rising to a maximum of
$12.70, which is reached by those who received base year compensation

totalling $4,000 or more. In addition, a proviso in Section 2{(a) of the

Act provides that the daily benefits payable cannot be less than the

smaller of the table maximum ($12.70) or 60 percent of the beneficiary's
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last daily rate of pay in the base period. The amendment made by sec~—
tion 1(c)(2) would eliminate the present table and proviso minimum and
would, in their place, provide a daily rate of unemployment and sickness
benefits, for registration periods beginning after June 30, 1975, but
before July 1, 1976, equal to the smaller of $24.00 or 60 percent of the
beneficiary's last daily rate of pay in the base period (but not less
than $12.70). For registration periods beginning after Jume 30, 1976,
the $24.00 figure would be increased to $25.00. The change made by
section 1(c)(2) of the bill would be effective with respect to days of
unemployment and days of sickness in registration periods beginning
after June 30, 1975.

Section 1(d) of the bill would amend Section 2(c) of the Act. Section 2(c)
of the Railroad Unemployment Insurance Act now provides that a qualified
employee can receive normal unemployment benefits for up to a maximum of
130 days during a particular benefit year, but the total amount of such
benefits cannot exceed the employee's compensation in the base year. The
same maximums are applicable to the receipt of sickness benefits. As a
result of the increase in daily benefit rates provided by section 1l(c) (2)
of the bill, the base year compensation maximum would have a much greater
impact as a limiting factor on the length of time over which normal unem-
ployment and sickness benefits can be paid, since there would be no increase
in the maximum amount of an employee's compensation ($400 a month) which
can be taken into account in determining the base year compensation. In
order to prevent this maximum from becoming more of a limiting factor than
is desired, the amendment made to the first proviso in Section 2(c) of the
Act by section 1(d)(l) of the bill provides that any compensation which
the employee received in the base year up to a maximum of $775 (rather
than $400) a month will be considered in applying the base year compensa-
tion maximum. This amendment would also be applicable in determining

the base year compensation maximum contained in the new proviso which
would be added to Section 2(c) by section 1(d){2) of the bill. That new
proviso would provide extended unemployment benefits in certain cases

but would limit the total amount of such extended benefits payable to a
particular employee to 50 percent of the employee's base year compensation.

In addition to the normal unemployment and sickness benefite payable under
the Act, the present second proviso of Section 2(c) (this proviso would be-
come the third proviso if the amendments made by section 1(d)(2) of the

bill are enacted) provides an extended benefit period for otherwise-qualified
employees who have 10 or more years cf service creditable under the Railroad
Retirement Act and have exhausted their rights to normal benefits. Employees
who have 10 but less than 15 years of service can receive up to an additional
65 benefit days for each type of benefit (i.e., unemployment benefits and
sickness benefits), and employees with 15 or more years of service can re-
ceive each type of benefit for up to a maximum of an additional 130 benefit
days. The amendment made by section 1(d)(2) of the bill would provide an
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extended benefit period for otherwise-qualified employees with less than 10
years of service creditable under the Railroad Retirement Act. As in the
case of extended benefits for employees who have 10 but less than 15 years
of service, an extended benefit period for an employee with less than 10
years of service would begin after rights to normal benefits had been ex-
hausted and would provide benefits for up to a maximum of an additional 65
days. Unlike the case of extended benefits to those with 10 or more years
of service: (1) the employee with less than 10 years of service could re-
ceive only unemployment benefits during an extended benefit period - no
provision is made for an extended benefit period for sickness benefit pur-
poses; (2) an extended benefit period for an employee with less than 10 years
of service could begin only during a period of "high unemployment" in the
railroad industry; and (3) the total amount of unemployment benefits payable
to an employee with less than 10 years of service in an extended benefit
period could not exceed 50 percent of his base year compensation (as deter~
mined in accordance with the amended first proviso of Section 2(¢) of the
Act). These limitations are patterned after limitations on extended bene-
fits payable for days of unemployment under the Federal-State extended com-
pensation program. A new Section 2(h) of the Act (which would be added by
section 1(e) of the bill) would contain provisions for determining when an
extended unemployment benefit period could begin for an employee with less
than 10 years of service and for determining the duration of the extended
benefit period in a particular case. The operation of these provisions is
an adaptation to the railroad industry of the "trigger" provisions of the
Federal-State Extended Unemployment Compensation Program,

The amendment made by section 1{d) (1) of the bill would be effective with
respect to days of unemployment and days of sickness in registration periods
beginning after June 30, 1975. The amendment made by section 1(d)(2) of the
bill would be effective with respect to days of unemployment in registration
periods beginning after June 30, 1975.

Section 1{e) of the bill would add to Section 2 of the Act a new section,
Section 2(h). As stated above, the new Section 2(h) of the Act would pro~
vide when an extended benefit period could begin for an employee with less
than 10 yvears of service and would also provide the duration of such a
period in a particular case. Pursuant to the provisions of subdivision (1)
of the new section, an extended benefit period would begin for a particular
employee on his first day of unemployment within a "period of high unemploy-
ment" after the employee has exhausted his rights to normal unemployment
benefits. Once begun, the extended benefit period would continue for seven
consecutive registration periods (a total of 98 calendar days), regardless
of the number of days in which the employee was unemployed during that
period and regardless of whether or not the '"period of high unemployment"
continued to be in effect. As in the case of an extended benefit period for
an employee with 10 or more years of service: (1) a general benefit year,
which normally ends on June 30, would be extended until the last day of any
extended benefit period which began during the general benefit year, and
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{(2) an employee who is not qualified for benefits in a particular general
benefit year could begin an extended benefit period based on his base year
compensation for the last preceding general benefit year, but only if he

was qualified for benefits in that preceding general benefit year - for this
purpose the preceding general benefit year is extended until the last day
of the extended benefit period.

Subdivisions (2) and (3) of Section 2(h) would provide the method for deter-
mining when a "period of high unemployment" is in existence - as remarked
‘above, such method is an adaptation to the railroad industry of the "trigger"
provisions of the Federal-State Extended Unemployment Compensation Program
(sections 203(d) and (£) (1) of Public Law 91-373, 84 Stat. 710). A "period
of high unemployment' begins 20 days after either the national "on" indi-
cator becomes effective or after a 3 consecutive month period in each month
of which the "rate of railroad unemployment" equals or exceeds the level
necessary to trigger a national "on" indicator for purposes of the Federal-~
State Extended Unemployment Compensation Program - under the provisions of
the Emergency Unemployment Compensation Act of 1974, this level is 4 percent
of insured unemployment during the years 1975 and 1976. Similarly, a

period of high unemployment ends 20 days after a 3 consecutive month period
in each month of which the 'rate of railroad unemployment" is at a level
which would trigger a national "off" indicator under the aforementioned
Program and the national "off" indicator have become effective. While the
method of determining the "rate of railroad unemployment' for a particular
month is patterned after the method used for purposes of the Federal-State
Unemployment Compensation Program, railroad industry data and indicators
rather than the State data and indicators would be used.

The Board would make all determinations required to implement the provisions
of Section 2(h) and would cause notice of the beginning or ending of a
"period of high unemployment,” as well as notice of the formula used in its
determination, to be published in the Federal Register. The amendments
made by section 1(e) of the bill would be effective with respect to days of
unemployment in registration periods beginning after June 30, 1975.

Section 1{f) of the bill would amend Section 3 of the Act. Section 3 of the
Railroad Unemployment Insurance Act now provides that an employee who has not
engaged in employment covered under the Act at any time prior to the base
vear is not entitled to benefits unless he earned compensation in at least
seven months of that base year. Section 1(f) of the bill would lower the
requirement from seven months to five months. This change would be effec~
tive with respect to service rendered after December 31, 1973. Thus, em—
ployees who satisfied the new requirement during the 1974 base year could
qualify for benefits in the benefit year beginning July 1, 1975.



Mr. James M. Frey H.R. 8714

Section 1(g) of the bill would amend Section 8(a) of the Railroad Unemployment
Insurance Act to provide a revised schedule of contribution rates which would
be paid by employers to support the unemployment and sickness benefit pro-
grams. The new schedule would require an 8 percent contribution rate if the
balance in the railroad unemployment insurance account was less than $50 mil--
lion, a 7 percent contribution if the balance in the account was at least

$50 million but less than $100 million, a 5.5 percent contribution rate if
the balance in the account was at least $100 million but less than $200 mil-
lion, a 4 percent contribution rate if the balance in the account was at
least $200 million but less than $300 million, and a 1/2 percent contribution
rate if the balance in the account was $300 million or more. By way of con-
trast, the present contribution rate schedule provides for a 4 percent con-
tribution rate whenever the balance in the account is less than $300 million,
and the rate drops to 1-1/2 percent only if the balance in the account is
$450 million or more. The balance in the account as of September 30 of a
particular year will continue to determine the contribution rate for the
following calendar year. The balance in the account as of September 30,
1974, was approximately $89 million. However, since the revised schedule
would first become effective with respect to compensation paid for services
rendered after December 31, 1975, the present rates would continue to be
applicable until 1976, when the new rate would be determined on the basis

of the balance in the account as of September 30, 1975,

Section 1(h) of the bill would amend Section 8(b) of the Act to change an
employee representative's contribution rate from the present flat 4 percent
to whatever percentage is determined to be applicable tc employers as the
balance in the railroad unemployment insurance account changes. Although
this change would technically be effective with respect to compensation
paid for services rendered after December 31, 1975, it would have no
practical effect at this time because the entire Section 8(b) has standby
significance only. While employee representatives are covered by the
Railroad Unemployment Insurance Act, they are currently, pursuant to the
provisions of Section 1(g) of the Act, neither subject to contributions
nor entitled to benefits.

Section 1(i) (1) of the bill would amend Section 10(a) of the Act, and
section 1(j) of the bill would amend Section 11(a) of the Act. Both
changes relate to the railroad unemployment insurance administration fund.
An amount equal to 0.25 percent of the total compensation subject to con-
tributions under the Act is automatically deposited in the railroad
unemployment insurance administration fund to defray the costs of admin-
istering the unemployment and sickness benefit programs. Any amount in
the fund in excess of $6 million on June 30 of each year is transferred
to the railroad unemployment insurance account. As long as the contri-
butions base remains at $400 per month, the amount that will become
available for administration will decrease if railroad employment decreases,
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as has been the case in most recent years. At the same time, administra-
tive costs will tend to increase because of wage and price increases.
Accordingly, in order to eliminate the danger that the funds available for
the payment of administrative expenses might be inadequate, the amendments
made by sections 1(i)(1) and 1(j) of the bill will cause the amount deposited
in the administration fund to be increased from 0.25 percent to 0.5 percent
of taxable payroll. These changes would be effective with respect to com-
pensation paid for services rendered after December 31, 1975.

Section 1(i)(2) of the bill would also amend Section 10(a) of the Act to
delete an obsolete reference to subsection (h) of Section 10, which prior
to 1975 provided for certain financial interchange between the railroad
unemployment insurance account and the Railroad Retirement Account. Such
interchange was eliminated by the Railroad Retirement Act amendments of
1974. This change would be effective on the date the bill is enacted into
law.

Section 2 provides the effective dates of the various amendments made by
section 1 of the bill. Section 2(c) provides that any additional payments
because of the increase in the maximum daily benefit rate paid between

July 1 and the enactment date of this Act will be paid to the insurer, or
employer if self-insured, in the case of employees who receive supplemental
benefits for such period from the insurance company or employer as the

case may be. The reimbursement will be limited so that the employee will
have received in benefits and supplemental benefits the amount he would
have been entitled to if the increase was paid prior to enactment of this
Act.

Title II - Amendments to the Railroad
Retirement Act of 1974 and the
Railroad Retirement Tax Act

Section 201 of the bill would amend Section 15(a) and 15(c) of the

Railroad Retirement Act of 1974 to provide permanent appropriations of
regular railroad retirement taxes and supplemental annuity taxes collected
under the Railroad Retirement Tax Act to the Railroad Retirement Account
and the Railroad Retirement Supplemental Account to pay for benefits pro-
vided by the Railroad Retirement Act of 1974. Section 201 would also add

a new subsection to Section 15 of the Railroad Retirement Act of 1974 to
authorize appropriations to cover expenses incurred by the Railroad Retire-
ment Board in the administration of the Railroad Retirement Act of 1974.

Title V of Public Law 452, 82d Cong., 2d sess., 1952 (66 Stat. 358, 371),
provides for the continuing annual credit of regular railroad retirement
taxes to the Railroad Retirement Account for purposes of the Railroad
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Retirement Acts of 1935 and 1937. Section 15(b) of the Railroad Retirement
Act of 1937 provided such a permanent appropriation of tax collections with
respect to the supplemental annuity program. In view of the recent enact-
ment into law of the Railroad Retirement Act of 1974, replacing the 1937
Act, the amendments made by section 201 are considered necessary to insure
that the continuing annual appropriations to the accounts will not be in-
terrupted. It is to be noted that such permanent appropriations are now
provided for the Federal 0ld-Age and Survivors Insurance Trust Fund and

the Federal Disability Insurance Trust Fund, with respect to taxes collected
under the Federal Insurance Contributions Act, by section 201 of the Social
Security Act.

The amendments made by section 201 would be effective January 1, 1975, which
is the same day the Railroad Retirement Act of 1974 went into effect, and
would have no cost significance.

Section 202 of the bill would amend section 204 of Public Law 93-445 (the
Railroad Retirement Act of 1974, enacted October 16, 1974) to provide that
an individual who was awarded an annuity under Section 2(a) of the Railroad
Retirement Act of 1937 will not be entitled to an annuity component computed
under the provisions of Section 3(c) of the Railroad Retirement Act of 1974.
This restriction would not apply either to individuals who after December 31,
1974, render at least 12 months of service as an employee for an employer
-(as defined in the Railroad Retirement Act of 1974) or to individuals who
return to service for such an employer after December 31, 1974, after
recovering from disabilities for which they had been awarded occupational or
total and permanent disability annuities under the Railroad Retirement Act -
of 1937.

Section 3(c) of the Railroad Retirement Act provides an amount as a portion
of certain employees' total railroad retirement annuities which, although
it is based on service performed prior to 1975, is available only to em~
ployees who have also engaged in railroad service after 1974. The amount
of this annuity component is $1.50 for each of the employee's first 10
years of service prior to January 1, 1975, plus $1.00 for each year of the
employee's service prior to that date in excess of 10 years of service.

The amount thus provided by Section 3(c) of the Railroad Retirement Act of
1974 was, as a general matter, intended to be payable only to those whe

had not retired prior to January 1, 1975, the effective date of the Railroad
Retirement Act of 1974. The amendment made by section 202 of the bill would
put this restriction into the law. Such a restriction would prevent indi-
viduals from returning to the railroad industry and qualifying for the prior
service component by performing a token amount of service after 1974; how-
ever, as indicated, the restrictions would not apply to individuals who



-1~
My, James M. Frev H.R. 8714

perform at least 12 months of creditable service after 1974 or who were
awarded disability annuities under the Railroad Retirement Act of 1937
but later recovered and returned to service after 1974.

At the time the Railroad Retirement Act of 1974 was enacted, the general
understanding was that the annuity component provided under Section 3(c)
of that Act would not accrue to individuals who were fully retired prior
to January 1, 1975, the day the Act went into effect. Section 202 of the
bill would conform the law to that understanding by preventing certain
individuals, who may be in the position to take advantage of the present
law, from realizing an unintended gain on the basis of a toker amount of
additional service, perhaps as little as one day. The amendment would be
effective January 1, 1975, the same day that the Railroad Retirement Act
of 1974 went into effect.

Section 203(a) of the bill would amend section 1402(b} of the Internal
Revenue Code of 1954. 1In 1968 the Internal Revenue Code was amended by
section 502 of Public Law 90-248 to provide that compensation subject to
employment and hospital insurance taxes under the Railroad Retirement

Tax Act is to be treated as wages subject to employment and hospital
insurance taxes under the Federal Insurance Contributions Act for purposes
of determining (A) whether an individual is entitled to a refund under
section 6413(c) of the Code because of the payment of hospital insurance
taxes in excess of the annual maximum and (B) the amount of the hospital
insurance taxes which an individual will be required to pay under sec-
tion 1401(b) of such Code on the basis of his self-employment income.
Since an individual receives the same hospital insurance coverage by
reason of being engaged in employment covered under the railroad retire-
ment system as he receives because of employment or self-employment under
the social security system, it was belived that railroad retirement com-
pensation should be treated in the same manner as social security wages
in determining the hospital insurance taxes which are payable in a case
where the individual engaged in dual employment or in both employment and
self-employment during a particular calendar year.

When a new Railroad Retirement Act was enacted in 1974, by Public Law 93-445,
to provide benefits thereunder which are so closely coordinated with those
payable under the Social Security Act that the future accrual of separate
dual benefits on the basis of a single individual's earnings record is, in
effect, eliminated, section 6413{(c) of the Internal Revenue Code was further
amended to provide that railroad retirement compensation will be treated as
social security wages to determine whether an individual is entitled to a
tax refund because he has paid employment taxes (not merely hospital insur-
ance taxes) in excess of the FICA annual maximum. Section 203(a) of the
bill would extend this principle (i.e., the treatment of railroad retire-
ment compensation as social security wages) to determinations as to the
amount of "social security" self-employment taxes which the individual



-12-
Mr. James M. Frey H.R. B714

would be required to pay under section 1401(a) of the Code. This result
would be accomplished by deleting from section 1402(b) of the Code {(which
defines self-employment income for purposes of self-employment taxes) the
language which, under present law, limits the treatment of compensation
as wages to determinations with respect to the hospital insurance tax
payable under section 1401(b) of the Code.

Section 203(b} of the bill would amend section 3231(e) of the Internal
Revenue Code of 1954. Public Law 93-445, which was enacted into law on
October 16, 1974, provided a new Railroad Retirement Act of 1974 which
became effective on January 1, 1975. The definition of the term "com-
pensation" contained in Section 1(h) of the 1974 Act provides that.
remuneration of less than $25 a month (rather than the $3 a month provided
in the previous Act) paid to an individual in the service of a local lodge
or division of a railway-labor-organization employer will not be creditable
as compensation for benefit purposes under the Act. The companion defini~-
tion of “compensation" contained in the Railroad Retirement Tax Act (which
levies employment taxes to support the railroad retirement system) was not
similarly changed. Thus, technically at least, an individual who receives
remuneration of the type in question in excess of $3 a month but less than
$25 a month could be required to pay employment taxes on such remuneration
even though it would not be creditable for benefit purposes. The amendment
made by section 203 of the bill would correct that oversight.

The amendments made by section 203 of the bill would be effective with
respect to compensation paid for services rendered on or after January 1,
1975, and would have no cost significance to the railroad retirement
system.

Financial Effects of the Enrolled Rill

Financing and Costs, Benefit Years 1976-80 under Title I
of the Enrolled Bill

Unemployment and sickness benefits under title I of the enrolled bill would
cost an average of $176.9 million over the next five benefit years starting
with the year 1975-76, or about 6.8 percent of taxable payroll based on
the present $400 monthly taxable limit. This represents an increase of
$90.3 million over the average cost of present benefits projected over

- the same five year period. The average cost attributable to the proposed
increase in the maximum daily benefit rate over the five year period —
$24 starting July 1, 1975, $25 the following benefit year -- alone accounts
for about 95 percent of the total costs. The average annual cost of all
other changes in title I over the five year period is $9.3 million. The
increased costs are financed principally by changing the existing tax rate
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schedule, The new tax rates would be approximately double the present
tax rates, but the present monthly taxable limit of $400 is retained. On

this basis, title I of the bill provides financing to the extent that there would
be an average balance of between $50 and $60 million.

The costs were estimated on the assumption that railroad employment would
decline 2-1/2 percent per year over the entire projected five year period.
Average employment between 1973 and 1974 increased 1.7 percent, but monthly
employment began to drop by as much as our percent early in 1975. It was
assumed that earnings in the railroad industry would rise following the
pattern of wage agreements reached in 1975 between management and a number
of railroad unions. Based on the relationships in recent periods between
employment and unemployment beneficiaries (disregarding strikes), it was
also assumed that the number of unemployment beneficiaries would increase

1 percent a year throughout the five year period. On the other hand,
sickness benefits were assumed to follow the assumed decline in employment --—
dropping 2-1/2 percent per year from their 1974-1975 level.

Based on the economic assumptions, the "on" trigger would be in effect for
the entire five years of the projection for payment of extended benefits
for employees with less than 10 vears of service. However, from a long-
range point of view it is obvious that this would not be the case. To
this extent the cost estimate for extended benefits over the long term may
be overstated by about one-half million a year.

Table 1 gives the cost of the individual items in the proposed legislation
excluding administrative expenses. Table 2 is a five year projection of
the contributions, unemployment and sickness benefits, with an allowance
for interest and administrative expenses. For purposes of the projection
it was assumed that the starting balance in the railroad unemployment
insurance account would be $100 million as of June 1975. The average
balance over the next five years in the account is $55 million. Table 3
is a projection of employment and payrolls in the railroad industry.
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Table 1. Costs of Title I of the Enrolled Bill,
July 1, 1975 - June 30, 1980
(millions of dollars)

Costs of Individual Benefit Years Average for
Provisions 1975-76 1976-~77 1977-78 1978-79 1979-80 b5~Year Pericd
TOTAL 1/ $171.0 $179.1 $179.1 $178.1 $§177.0 $176.9
{(6.3) (6.8) (6.9) {7.1) (7.2) (6.8)

1. Increasing the maximum
daily benefit rate :
{excludes strikes) 162.0 169.6 169.7 168.8 167.8 167.6

2. Payment for sick- .
ness after reducing

the waiting

period from 7 to .

4 days 4.5 4.6 4.5 4.4 4.3 4.5

3. Payment of 13

weeks of extended

unemployment

benefits to

employees with

less than 10 years

of service 2/ 1.1 1.2 1.2 1.2 1.2 1.2

4. Reduction in the

service for new

entrants from 7 .

to 5 months 2.4 2.7 2.7 2.7 2.7 2.6

5. Strike benefits
under a 7 day
waiting pericd 1.0 1.0 1.0 1.0 1.0 1.0

1/ Numbers in parenthesis are total costs as a percent of taxable payroll, but
do not include an average of about .3 percent of taxable payroll for
administrative expenses.

2/ Paid only when the rate of unemployment in either the national economy or the
railroad industry is equal to or exceeds a specified rate.
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TABLE 2

H.R. 8714

Projection of Estimated Railroad Tmemrloyment and Sickness

Insurance Account Balances, Benefit Years 1976-80 for Title I of the Enrolled 3111 '
(millions of dollars)

: Employer
Benefit  Taxable contri~ RUIA Balance in the
Year Payroll butions Benefits Interest 1/ RUIA Account 2/
: $100.0
1975~76 $2,714 $120,1 $171.0 $4.5 § 55.4
1976~77 2,651 172.3 179.1 3.1 58.5
1977-78 2,588 168.2 179.1 3.2 57.3
1978-79 2,521 163.9 178.1 3.0 52,2
1979-80 2,460 165.9 177.0 2.8 49.7
Average $2,587 $158.1 $176.9 $3.3 $54.6

1/ 1Interest rate of 6 percent a yezr assumzé,

2/ Employer contributions to the RUIA do not include 0.5 percent of the taxable

payroll for administrative expense.

However, balances include transfers

from the administrative expense account in excess of $6 million.
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Table 3

Projected Taxable Payrolls of Covered Employment Under the
Railroad Unemployment Insurance Act, Calendar Years 1975-80
(millions of dollars)

Taxable
‘ Payroll
Calendar Average Total (8400 Monthly

Year Employment Payroll Limit)
1975 579,000 $ 8,971 $2,730
1976 565,000 : 9,564 2,667
1977 551,000 10,078 2,604
1978 537,000 10,980 . 2,536
1979 524,000 11,564 2,476

1980 511,000 12,183 2,412
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Financial Effects of Title II of the Enrolled Bill

Sections 201 and 203 of the enrolled bill have no cost significance, as
indicated. It is estimated that enactment of the provisions contained in
section 202 of the enrolled bill would save the railroad retirement system
approximately .05 percent of payroll or $3 million per year on a level
basis. Expressed as a present value, the savings amounts to about $50
million. This estimate is necessarily rough. It is difficult to predict
what proportion of already-retired annuitants would return to service for
a short time for the purpose of qualifying for the additiomnal amount if
the bill were not enacted.

Views of the Board

James L. Cowen, Chairman of the Railroad Retirement Board, wants to call
attention to the fact that the cost estimates indicate that the financing
should be sufficient although the safety margins are not great, with the
reserve remaining at less than four months' benefits and the maximum
contribution rate being only 11 percent above the estimated cost. However,
the Railroad Unemployment Insurance Act, without these amendments, contains
provisions for borrowing from the Railroad Retirement Account so that any
shortage would not be financed out of general funds.

The provisions of the bill other than those dealing with financing should
not cause any concern to the Administration.

Title II of the bill contains basically technical provisions which were
inadvertently omitted when Public Law 93-445 was enacted in 1974 and are
considered highly desirable by the Board.

In view of the above, the Chairman recommends that the bill be signed by
the President.

Neil P. Speirs, Labor Member of the Railroad Retirement Board, and Wythe D.
Quarles, Jr., Carrier Member, are in favor of the enrolled bill H.R. 8714.
The bill has the support of both railroad labor and management. The bill
would provide a needed increase in benefit rates which have not been changed
since 1968 despite the increase in the cost of living in the last seven
years. The revenues which would be produced by the financing provisions of
the bill are adequate to pay the cost of the amendments made to the law
while maintaining a balance in the railroad unemployment insurance account
of about $50 million per year. A larger reserve fund is unnecessary in view
of the authority provided in Section 10(d) of the Railroad Unemployment
Insurance Act for the Board to borrow funds from the Railroad Retirement
Account when the funds in the railroad unemployment insurance account are
insufficient. Such loans have been made in the past and have been repaid,
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as required by Section 10(d) of the Railroad Unemployment Insurance Act,
with interest. Benefits paid under the Railroad Unemployment Insurance

Act are financed exclusively by railroad employers, and this obligation

has alwdys been met. Railroad management and railroad labor agree on the
sufficiency of the smaller level reserve. If for any reason the tax
schedule becomes inadequate, the Board would, of course, support corrective
legislation. -

Furthermore, the amendments to present law which would be made by title II1
of the enrolled bill are important and necessary. Accordingly, Mr. Speirs
and Mr. Quarles recommend that the enrolled bill be signed by the President.

Sincerely yours,

" FOR THE BOAF
R. ¥, Butler, Secretary
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OFFICE OF THE SECRETARY OF TRANSPORTATION
WASHINGTON, D.C. 20590

AUG 1 1975

GENERAL COUNSEL

Honorable James T. Lynn

Director, Office of Management
and Budget

Washington, D.C. 20503

Dear Mr., Lynn:

Thig 1is in response to your request for the views of the
Department on H.R., 8714, an enrolled bill

"To amend the Railroad Unemployment Insurance
Act to increase unemployment and slickness
benefits."

The enrolled bill reflects the exact provisions of an agree-
ment reached through collective bargaining by representatives
of all the railroad unions and all the Class I railroads in
the United States. Title I of the bill would increase the
maximum dally railroad unemployment insurance benefit from

the present $12.70 per day to $24.00, retroactive to July 1
this year, with a further increase to $25.00 a day on July 1,
1976, The bill makes further liberalizations in eligibillity
for employment and sickness benefits under the program, and
prohibits payment of unemployment benefits for the first

seven days of any strike. The bill also provides for extended
unemployment benefits of 13 weeks for employees with less than
10 years of service.

Although the Department has some concern with respect to the
increased costs which will be imposed on the financially
depressed railroad industry, we recognize the need to increase
railroad employees! unemployment and sickness benefits, which
have not been raised since 1969. The benefit levels contained
in the enrolled bill fall within the range of unemployment
insurance benefits now being provided by the major industrial
states, and represent a compromise agreed to by labor and
management. Weighing all of the above factors, we recommend
that the President sign the enrolled bill.

Sincerely,

n 1t Ely



THE CHAIRMAN OF THE
COUNCIL OF ECONOMIC ADVISERS

WASHINGTON

August 1, 1975

Dear Mr. Frey:

This is in response to your request for my views on
H.R. 8714, Title I -- Railroad Unemployment Insurance Act
Amendments. I recommend that the President sign the bill,

Mr. James Frey

Assistant Director for Legislative Reference
Office of Management and Budget
Washington, D, C. 20503



EXECUTIVE OFFICE OF THE PRESIDENT

COUNCIL ON WAGE AND PRICE STABILITY
726 JACKSON PLACE, N.W.
WASHINGTON, D.C. 20506

August 4, 1975

Mr. James M. Frey
Assistant Director for
Legislative Reference
Office of Management
and Budget
Washington, D.C.

Dear Mr. Frey:

I am writing in response to your request
for comments about H.R. 8714, an enrolled bill to
amend the Railroad Unemployment Insurance Act.
The Council staff has no opposition to that bill
and would recommend that it be signed by the
President.

In light of the requirement in OMB Circular
A-19 that comments on enrolled bills be submitted
by a Presidential appointee, I note that my designa-
tion as Acting Director has been submitted to the
President for his approval.

Sincerely,

A

Geordge Eads

Assistant Director for
Government Operations
and Research



THE GENERAL COUNSEL OF THE TREASURY

WASHINGTON, D.C. 20220
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AUG T 1975

Director, Office of Management and Budget
Executive Office of the President =
Washington, D.C. 20503

Attentlon: Assistant Director for Legislative
Reference

Sir:

Reference is made to your request for the views of
this Department on the enrolled enactment of H.R. 8714,
"To amend the Railroad Unemployment Insurance Acet 1o
increase unemployment and sickness benefits, and for
other purposes."

Title I of the enrolled enactment would increase the
maximun level of railroad unemployment insurance and
gsickness benefits from the present $12.70 per day to $24
per day for the beneflt year beginning July 1, 1975, and
ending June 30, 1976, and to $25 per day for the benefit
year begimming July 1, 1976, and thereafter. Title I
would also liberalize eligibility for such benefits, and
would prohibit payment of unemployment benefits for the
first seven days of any strike, Title IT of the enrolled
bill would provide permanent appropriations of regular
railroad retirement taxes and supplemental annuity taxes
collected under the Railroad Retirement Tax Act to the
Railrcad Retirement Account and the Railroad Retirement
Supplemental Account to pay for unemployment and sickness
benefits. It would also amend the Intermal Revenue Code
to: correct an oversight in the 1974 revision of the
Railroad Retirement Act and Railroad Retirement Tax Act.

The increased costs of benefits under title I would
be financed principally by doubling the present tax rate
on railroad payrolls. The conference report on H.R. 8714
estimates that this inecrease in funding should be sufficient
to maintain an average balance in the Railroad Unemployment
and Sickness Insurance Account of between $50 and $60 =
million for the next 5 fiscal years. Title II has 1little,
if any, cost significance.
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The Department defers to.the views of other agencies
more directly concerned as to the need for these benefit
increases., However, the Department believes that the bill
provides for increases in contributions to the unemployment
insurance fund in an amount sufficient to insure adequate
funding for the new benefit levels.

Subject to the above consideration, the Deparitment would
have no objection to a recommendation that the President
sign the enrolled enactment.

Sincerely yours,

.o lt

p y
General Counsel -

Rickard R, Albrech

aliw



U.S. DEPARTMENT OF LABOR
OFFICE OF THE SECRETARY
WASHINGTON

aug 51979

Honorable James T. Lynn
Director

Office of Management and Budget
Washington, D.C. 20503

Dear Mr. Lynn:

This is in response to your request for our views on
H.R. 8714, an enrolled bill "To amend the Railroad
Unemployment Insurance Act to increase unemployment
and sickness benefits, and for other purposes."

The enrolled bill will increase maximum railroad un-
employment insurance benefits, broaden the eligibility
for unemployment and sickness benefits, and prohibit
the payment of unemployment benefits for the first

7 days of any strike. It also amends the Railroad
Retirement Act and the Railroad Retirement Tax Act to
correct errors in last year's comprehensive revision
of the Railroad Retirement Act.

This enrolled bill does not conform to the views of this
Department, as expressed in our letter of June 9, 1975,
to the Chairman of the House Interstate and Foreign
Commerce Committee on H.R. 4716, a similar bill. In that
letter, we expressed the view that such changes in the
unemployment compensation system for one industry should
be considered in coordination with possible permanent
changes now under consideration for the entire unemploy-
ment compensation system. We still believe this to be
true. While this enrolled bill does not preclude that
approach, we do recognize that it may make some sub-
stantive changes more difficult to achieve.

However, in view of the fact that this enrolled bill
embodies the provisions of an agreement between labor
and management representatives in the railroad industry
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and it does make certain improvements in the railroad
unemployment compensation system, we would not oppose
the President's signing of the bill. We further believe
that even if the bill were vetoed, such a veto would be
overridden.

Sincerely,

A r,%&

(—‘
cretary of Labor



THE WHITE HOUSE

WASHINGTON

August 8, 1975

MEMORANDUM FOR: JIM CAVANAUGH
FROM: MAX L. FRIEDE
SUBJECT:

H.R. 8714 - Increases in Railroad Unemployment
and Sickness benefits

The Office of Legislative Affairs concurs with the agencies

that the subject bill be signed.

Attachments ‘7;
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H.R. 8714 - Increases in Railroad Unemployment
and Sickness benefits

ACTION REQUESTED:

- - For Necessary Action -— . Y'or Your Recornmendations

-—— Prepare Agenda and Brief Draft tloply

For Your Comments Draft Remarks

REMARKS:

Please return to Judy Johnston, Ground Floor West Wing

No objection. -- Ken Lazarus 8/8/75
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- Prepare Agenda and Brief Drafi Reply

For Your Comments Draft Remariks
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

AUG 7 1975

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill H.R. 8714 - Increases in railroad

unemployment and sickness benefits
Sponsor - Rep. Staggers (D) West Virginia

Last Day for Action

August 13, 1975 - Wednesday

Purgose

Increases unemployment and sickness benefits paid under the
Railroad Unemployment Insurance Act; raises the rate of
contributions paid by covered employers; provides extended
unemployment benefits for railroad employees with less than
10 years' service; and makes other changes in the Act as well
as various technical changes in the Railroad Retirement Act
of 1974 and the Railroad Retirement Tax Act.

Agency Recommendations

Office of Management and Budget A Approval
Railroad Retirement Board - Approval
Department of Transportation Approval
Council of Economic Advisers Approval
Council on Wage and Price
Stability staff, ‘ Approval
Department of the Treasury ' ‘ No objection
Department of Labor , « Would not oppose
' ‘ approval
Discussion

Title I of H.R. 8714 would raise benefits and tax rates under
the Railroad Unemployment Insurance Act, which was last updated
in 1968. That Act, which was enacted in 1938, provides for
unemployment and sickness benefits for railroad employees
financed by their employers, totally separate from the regular
unemployment insurance system. Through the years, the
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941t CoNGrEss | HOUSE OF REPRESENTATIVES { ReporT
1st Session No. 94-384

RAILROAD UNEMPLOYMENT INSURANCE ACT
AMENDMENTS

Jury 22, 1975.—Committed to the Committee of the Whole House on the State
of the Union and ordered to be printed

Mr. Sraeeers, from the Committee on Interstate and Foreign
Commerce, submitted the following

REPORT

[To accompany H.R. 8714]

The Committee on Interstate and Foreign Commerce, to whom was
referred the bill (H.R. 8714) to amend the Railroad Unemployment
Insurance Act to increase unemployment and sickness benefits, and for
other purposes, having considered the same, report favorably thereon
with amendments and recommend that the bill as amended do pass.

The amendments are as follows:

(1) On page 2, line 24, immediately after “employed,” insert, “other
than a strike subject to the disqualification in section 4 (a—2) (iii),”.

(2) On page 3, line 14, after “sickness.” insert *; and”.

(8) On page 4, line 11, strike out “renumeration” and insert
“remuneration”.

(4) On page 9, line 4, strike out “amendments” and insert in lieu
thereof “amendment”.

(5) On page 9, line 5, strike out “and 1(c) (1)”.

(6) Onpage9,line 11, strike out “(2)”.

(7) On page 10, line 14, strike out “1(c) (1),”.

(8) On page 10, line 22, strike out “amendments” and insert in lieu
thereof “amendment”.

Prixicean Purrose oF THE BIinn

The reported bill reflects the exact provisions of an agreement,

reached through collective bargaining by representatives of all the -

unions and all the Class I railroads in the United States. Title I of
the bill would increase railroad unemployment insurance benefits from
the present $12.70 per day to $24.00 a day maximum, retroactive to
July 1 this year, with a further increase to $25.00 a day as of July 1,
1976. The bill makes further liberalizations in eligibility for un-
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employment and sickness benefits under the program, and prohibits
payll’{nent of unemployment benefits for the first seven days of any
strike.

Title 1T of the bill makes amendments to the Railroad Retirement
Act and Railroad Retirement Tax Act to correct errors made in last
years comprehensive revision of the Railroad Retirement Act.

The bill was reported from the committee by a voice vote.

.

BACKGROUND

The original legislation on this subject was introduced as HL.R. 4716
at the request of all the standard railway labor organizations. Hear-
ings were held before the Subcommittee on Transportation and Com-
merce on April 22 and 23, 1975. At those hearings, the positions of
labor and management were almost diametrically opposed, except that
both sides agreed that some revision upward in the level of unemploy-
ment insurance benefits from the current $12.70 maximum was war-
ranted. Following the hearings intensive negotiations were held be-
tween representatives of the unions and of management, and agree-
ment was reached on July 17 on the provisions of the legislation
herewith reported to the House.

Title IT of the bill consists of the provision of H.R. 3283, a bill re-
quested by the Railroad Retirement Board, which was supported by
railroad labor and management, and was cleared with OMB and the
Treasury Department, which have no objections to it. In addition,
Title IT includes the provisions of H.R. 5625, introduced at the joint
request of labor and management, revising eligibility for certain bene-
fits under the Railroad Retirement Act of 1974, and supported by the
Railroad Retirement Board. OMB has interposed no objections to the
bill. In addition, Title IT contains amendments to the Internal Reve-
nue Code to correct an oversight in the 1974 revision of the Railroad
Retirement Act and Railroad Retirement Tax Acts. This amendment
was discussed in the following exchange of letters between Chairman
Staggers and Chairman Ullman of the Ways and Means Committee:

Coxgress or THE UNTTED STATES,
House or REPRESENTATIVES,
Commrrtee oN INTErRsTATE AND Foreioy CoOMMERCE,
Washington, D.C., April 16, 1975.
Hon. Av Urrman,
Chairman, Committee on Ways and Means,
House of Bepresentatives, Washington, D.C.

Drar Mg, CrarMax: The Subcommittee on Transportation and
Commerce is planning to conduct hearings on April 22 and 23rd on
legislation which would increase unemployment insurance benefits for
railroad workers. There will be included in these hearings two non-
controversial bills amending the Railroad Retirement Act, and follow-
ing the hearings, the Subcommittee currently plans to consolidate
these bills into one, and then introduce a clean bill for the purposes of
floor consideration.

A problem has recently been called to our attention involving the
interrelationship between taxes paid by railroad employees to finance
the Railroad Retirement System, and taxes imposed upon income of

-
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those same individuals derived from self employment. Where a rail-
road employee holds outside employment, he is required to pay FICA
taxes on his non-railroad employment income only to the extent that
his income from railroad employment is less than the maximum amount
taxable as FICA wages.

Due to an oversight in last year’s revision of the Railroad Retire-
ment Act, a similar amendment was not adopted dealing with self
employment income, so that we now have the situation where a rail-
road employee whose railroad compensation equals or exceeds the
FFICA maximum, and who also engages in self employment is required
to pay tax on hig gelf employment income at the rate of 7.9%, and
as a practical matter he derives no benefit whatsoever from these taxes.

I would propose to offer an amendment to the elean bill to be re-
ported by the Subcommittee to correet the above situation, by treating
gelf employment income of railroad employecs in the same fashion as
their FICA wages are treated. This result would be accomplished by
the following amendment:

() Section 1402(b) of the Internal Revenue Code of 1954 is
amended by striking out ¥, but selely with respeet to the tax imposed
by section 1401(b),” from item (B) of the second sentence thereof.

(b} The amendment made by this section shall be effective Janu-
ary 1, 1975, and shall apply only with respect to compensation paid for
services rendered on or after that date. )

In addition, last year’s revision of the Railroad Retirement Act
(Public Law 93-413) provides that the term “compensation” shall
not include remuneration received by employee of railway labor or-
ganizations, unless the amount thereof exceeds $25.00 per month (under
the former Railroad Retirement Act of 1937, the amount was $3.00).
Through an oversight, the corresponding amendment was not made
to the Railroad Retirement Tax Act, so that these employees are today
required to pay taxes on this remuneration in excess of $3 and below
$25, but they receive no credit therefor under the Railroad Retirement
Act. .

I therefore intend to propose a further amendment to the Subcom-
wittee bill as follows:

(a) Section 3231(e) of the Internal Revenue Code of 1954 is
amended by striking out “$3” from the fifth sentence of paragraph
(1) and inserting in lieu thereof “825”

(b) The amendment made by this section shall be effective Janu-
ary 1, 1975, and shall apply only with respect to compensation paid
for services rendered on or after that date.”

If a bill making the amendments discussed in this letter were intro-
duced, it would of course, be referred to the Committee on Ways and
Means since amendments to the Internal Revenue Code are under
your Committee’s jurisdiction. I shall be guided by your wishes, but
I hope the Committee on Ways and Means would have no objection to
these amendments being adopted to the Subcommittee’s bill in view
of their close connection to the Railroad Retirement Aect which act is
within this Committee’s jurisdiction.

Sincerely yours,
Harvey O. Stacorrs, Chairman.



Mavy 1, 1975.
Hon. HArRLEY O. STAGGERS, .
Chairman, Committee on Interstate and Foreign Commerce, Iouse of
Representatives, Washington, D.C.

SOCIAL SECURITY—OASDI—RAILROAD RETIREMENT

Dear Mr. Cuairmax: This is in answer to your letter of April 16,
1975, relating to two minor amendments to the Internal Revenue Code
which are necessary to bring about needed changes in the Railroad Re-
tirement Act, which were overlooked when that Act was amended last

ear. )
Y The substances of these amendments has been discussed between the
staff of your Subcommittee on Transportation and Commerce, and the
Subcommittee on Social Security of the Committee on Ways and
Means. There is no doubt that these amendments have merit and are
necessary to eliminate problems which would otherwise arise in the
operation of the Railroad Retirement System, and further that they
would make no substantive changes in the legislation about which the
Committee on Ways and Means would have any objection.
Sincerely,
Avr ULLman, Chairman.

Financing AND Costs, BENEFIT YEARS 1976-80 Unper H.R. 8714

Unemployment and sickness benefits under H.R. 8714 would cost an
average of $176.9 million over the next 5 benefit years starting with the
year 1975-76, or about 6.8 }l)ercent of taxable payroll based on the
present $400 monthly taxable limit. This represents an increase of
$90.3 million over the average cost of present benefits projected over
the same 5 year period, The average cost attributable to the proposed
increase in the maximum daily benefit rate over the 5 year period—$24
starting July 1, 1975, $25 the following benefit year—alone accounts
for about 95 percent of the total costs. The average annual cost of all
other changes in H.R. 8714 over the 5 year period is $9.3 million. The
increased costs are financed principally by changing the existing tax
rate schedule. The new tax rates would be approximately double the
present tax rates, but the present monthly taxable limit of $400 is re-
tained. On this basis, H.R. 8714 should be adequately financed to the
extent that an average balance of between $50 and $60 million is
satisfactory. :

The costs were estimated on the assumption that railroad employ-
ment would decline 214 percent per year over the entire projected 5
year period. Average employment between 1973 and 1974 increased
1.7 percent, but monthly employment began to drop by as much as 4
_ percent early in 1975. It was assumed that earnings in the railroad in-
dustry would rise following the pattern of wage agreements reached
in 1975 between management and a number of railroad unions. Based
on the relationships in recent periods between employment and un-
employment beneficiaries (disregarding strikes), it was also assumed
that the number of unemployment beneficiaries would increase 1 per-
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cent a year throughout the 5 year period. On the other hand, sickness
benefits were assumed to follow the asumed decline in employment—
dropping 214 percent per year from their 197475 level.

Based on the economic assumptions, the “on” trigger would be in
effect for the entire 5 years of the projection for payment of extended
benefits for employees with less than 10 years of service. However,
from a long-range point of view it is obvious that this would not be the
case. To this extent the cost estimate for extended benefits over the
long term may be overstated by about 15 million a year.

Table 1 gives the cost of the individual items in the proposed legis-
lation excluding administrative expenses. Table 2 is a 5 year projec-
tion of the c¢ontributions, unemployment and sickness benefits, with
an allowance for interest and administrative expenses. For purposes of
the projection it was assumed that the starting balance in the RUTA
account would be $100 million as of June 1975. The average balance
over the next 5 years in the account is $55 million. Table 3 is a projec-
tion of employment and payrolls in the railroad industry.

TABLE 1.—COSTS OF H.R. 8714, JULY 1, 1975-JUNE 30, 1980

[Millions of dollars]

Average
Benefit years 5for
- -yr
Costs of individual provisions 1975-76  1976-77 1977-78 1978-79  1979-80 perizd
Total ... $171.0  $179.1 $179.1  §178.1  §177.0 $176.9
Percent!.. _______ . ... (6.3) (6.8) 6.9) 7.1 (7.2) (6.8)
1. Increasing the maximum daily benefit rate
(excludes strikes)_._.________________..__.__ 162.0 169.6 169.7 168.8 167.8 167.6
2. Payment for sickness after reducing the waiting
period from 7tod days_______________._____ 4.5 4.6 4.5 4.4 4.3 4.5
3. Payment of 13 weeks of extended unemployment
benefits to employees with less than 10 yr of
Service . .l 1 1.2 1.2 1.2 1.2 1.2
4. Reduction in the service for new entrants from 7
(T 2.4 2.7 2.7 2.7 2.7 2.6
5. Strike benefits after a 7 day waiting period. . ____ 1.0 1.0 1.0 1.0 1.0 1.0

1 Numbers in parenthesis are total costs as a percent of taxable payroll, but do not include an average of about 0.3
percent of taxable payro!l for administrative expenses.

2 Paufj o;ly ;vhen the rate of unemployment in either the national economy or the railroad industry is equal to or exceeds
a specified rate.

TABLE 2.—PROJECTION OF ESTIMATED RAILROAD UNEMPLOYMENT AND SICKNESS INSURANCE ACCOUNT
BALANCES, BENEFIT YEARS 1976-80 FOR H.R. 8714

{In millions of dollars]

Balance in the

. Taxahle Employer RUIA RUIA account 2

Benefit year payroll contributions benefits Interest? ($100)
1975-76__ 2,714 120.1 171.0 4.5 55.4
1976-77 . 2,651 172.3 179.1 3.1 58.5
1977-78 2,588 168.2 179.1 3.2 57.3
1978-79 2,521 163.9 178.1 3.0 52.2
1979-80 2,460 165.9 177.0 2.8 49.7
Average . ... ... 2,587 158.1 176.9 3.3 54.6

I Interest rate of 6 percent a year assumed.
2 Employer contributions to the RUIA do not include 0.5 percent 0i « taxable payroll for administrative expense.
However, balances include transfers from the administrative expense account in excess of $6,000,000.
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TABLE 3.—PROJECTED TAXABLE PAYROLLS OF COVERED EMPLOYMENT UNDER THE RAILROAD UNEMPLOYMENT
INSURANCE ACT, CALENDAR YEARS 1575-80

. [Dollar amounts in millions]
Taxable
payroll
(3400
Average Total monthly
Calendar year employment payroll limit)
579, 000 $8, 971 $2,730
565, 000 g, 564 2,667
551, 000 10,078 2, 604
537, 000 10, 980 2,536
524, 000 11, 564 2,476
511, 000 12,183 2,412

The report of the Railroad Retirement Board on H.R. 3823 and
H.R. 5625 indicate that section 201 of Title II would involve no addi-
tional costs to the United States, and section 202 would involve a sav-
ing to the railroad retirement account of approximately $3 million
annually.

Inrraron Impacr axp OVERSIGHT

Sinece the bill represents essentially transfer payments from the
railroad industry to certain of its employees who are unemployed the
committee feels that no inflationary impact is involved in the bill, In
any event, the increased payments contained in the bill over those in-
volved in existing law amount to $90 million a year, which would have
at most only a negligible inflationary impact.

No oversight findings or recommendations have been made to the
committee by the Committee on Government Operations; therefore
the House Rules do not requirve such findings and recommendations
in this report.

Provisions or Trree T

M aximum Benefit Level

The most significant feature of the agreed upon bill would increase
the maximnm daily benefit level from $12.70 per day to $24 per day
for the benefit year beginning July 1, 1975, and ending June 30, 1976;
and $25 per day for the benefit year beginning July 1, 1976, and
thereafter.

Under the bill, the daily rate of unemployment and sick benefits for
registration periods beginning after June 30, 1975, but before July 1,
1976, would be equal to the smaller of $24 per day or 60 percent of the
employee’s last daily rate of pay in the base period (but in no event
less than $12.70 per day). For registration periods beginning after
gé%ne 30, 1976, the $24 daily maximum figure would be increased to

Sickness Benefits ~

The seven day waiting period for sickness benefits in the first regis-
tration period of a benefit year under existing law would be reduced
to four days. The agreed upon bill provides for payment of sickness
benefits for each day of sickness in “a period of continuing sickness”
after the employee has had four consecutive days of sickness in the
registration period in which his spell of continuing sickness begins and
for each day of sickness in excess of four during subsequent registra-
tion periods in which the specific sickness continues.
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Unem ployment Benefits Duving Strikes

The bill provides that during the first registration period in which
an employee is unemployed as a result of a strike against his employer,
he can receive unemployment benefits only for each day of unemploy-
ment in excess of seven. The effect of the amendment is to provide
that no employee who is unemployed because of a strike, other than
an illegal strike will be entitled to unemployment benefits unless and
until the strike has lasted longer than seven days. :

In an illegal strike. those employees not participating, nor deemed
to be participating. in the strike will be entitled to benefits as provided
in existing law. Those employees who are participating, or deemed
fo be participating in an illegal strike are, of course, not entitled to
benefits under existing law or under the hill.

FEatended Benefit Period

The bill will provide for extended unemployment benefits of 13
weeks for employvees with less than 10 years of service. Extended
benefit periods are currently available under existing law for em-
ployees with 10 years or more of service by virtue of the 1959 amend-
ments. The agreed upon bill would make comparable provision cover-
ing unemployment benefits of employees with less than 10 years of
service as a permanent feature of the Act. The bill provides that the
new extended unemployment benefit period for employees with less
than 10 vears of service depends upon a trigger adapted from the
triggers prescribed for extended benefits payable for days of unem-
plovment under the Federal-State Extended Unemvployment Com-
pensation Program. i.c.. a national trigger is “on” whenever the
number of insured unemplovment claimants in the nation exceeds
4%. This is a condition which has existed for some time and it is
estimated will eontinue during the balance of this year and into the
vear 1976. Those with more than 10 years of service will continue to
receive extended unemployment and sickness benefits entirely apart
from any “trigeering” mechanism. '

Service Requirement for New Entrants

The agreed upon bill will reduce the service qualification require-
ment for new entrants in the railroad industry from 7 months to 5
months.

Subsidiory Remuneration ,

The definition of subsidiary remuneration has been increased from
$3 per day to $10 per day. This refers to “subsidiary remuneration”
derived from work which (1) requires substantially less than full time,
ag determined by generally prevailing standards, and (2) is susceptible
of performance at such times and places which are consistent with the
holding of a normal full time railroad position. The subsidiary re-
muneration ecan be used to compute the minimum $1,000 base year
earnings qualification requirement, but does not, of itself, disqualify
an individual from receiving unemployment insurance benefits.

Funding
The agreed upon bill provides for adjustments in the carrier’s con-

tribution to the unemployment insurance fund in an amount to assure
adequate funding of the new program.
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Provistons or Trrre 11

-

Section 201 of the bill would provide permarnent appropriations of
regular railroad retiyement taxes and supplemental annuity taxes
collected under the Rallroad Retirement Tax Act to the Railroad Re-
tirement Account and the Railroad Retirement Supplemental Account
to pay for benefits provided by the Railroad Retirement Act of 1974.
The bill would also add a new subsection to Section 15 of the Railroad
Retirement Act of 1974 to authorize appropriations to cover expenses
incurred by the Railroad Retirement Board in the administration of
the Railroad Retirement Act of 1974.

The amendments proposed by the Section 201 would be effective
January 1, 1975, which is the same day the Railroad Retirement Act of
1974 went into effect. Section 201 has no cost significance.

The regular railroad retirement program is today funded by taxes
paid by the employees at the same rates and based upon the same tax-
"able base as is the case with the Social Security Act. The full amount
of these taxes, together with identical amounts collected from the car-
riers, is credited to the Social Security trust funds under the financial
interchange program. The remainder of taxes collected from the rail-
roads are deposited in the railroad retirement account and are devoted
entirely to payment of benefits and administrative expenses under the
Railroad Retirement Program.

Taxes to finance the rallroad retirement supplemental pension pro-
gram are paid entirely by the railroads.

Under the circumstances, the committee feels that these taxes should
be credited directly to the railroad retivement program on a permanent
basis. It is to be noted that permanent appropriations identical to those
proposed in section 201 are now provided for the Federal Old-Age and
" Survivors Insurance Trust Fund and the Federal Disability Insur-
ance Trust Fund, with respect to taxes collected under the Federal
Insurance Contributions Act, by section 201 of the Social Security Act.

Section 202 would amend section 204 of Public Law 93-445 (the
Railroad Retirement Act of 1974, enacted October 16, 1974) to pro-
vide that an individual who was awarded an annuity under Section
2(a) of the Railroad Retirement Act of 1937 will not be entitled to an
annunity component computed under the provisions of Section 3(c) of
the Raillroad Retirement Act of 1974. This restriction would not apply
either to individuals who after December 31, 1974, render at least 12
months of service as an employee for an employer (as defined in the
Railroad Retirement Act of 1974) or to individuals who return to
service for such an employer after December 31, 1974, after recovering
from disabilities for which they had been awarded occupational or
total and permanent disability annuities under the Railroad Retire-
ment Act of 1937.

Section 3(¢) of the Railroad Retirement Act provides an amount as
a portion of certain employees’ railroad retirement annuities which,
although it is based on service performed prior to 1975, is available
only to employees who have also engaged in railroad service after
1974. The amount of this annuity component is $1.50 for each of the
employee’s first 10 years of service prior to January 1, 1975, plus $1.00
for each year of the employees service prior to that date in excess of
10 years of service,
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The amount thus provided by Section 3(c) of the Railroad Retire-
ment Act of 1974 was, as a general matter, intended to be payable only
to those who had not retired prior to January 1, 1975, the effective date
of the Railroad Retirement Act of 1974, The amendment made by
section 202 would put this restriction into the law, Such a restriction
would prevent individuals from returning to the railroad industry and
qualifying for the prior service component by performing a token
amount of service after 1974: however, as indicated, the restrictions
would not apply to individuals who perform at least 12 months of
creditable service after 1974 or who were awarded disability annuities
under the Railroad Retirement Act of 1937 but later recovered and re-
turned to service after 1974. The amendment would be effective Janu-
ary 1, 1975, the same day that the Railroad Retirement Act of 1974
went into effect.

Section 203 deals with a situation where a railroad employee has
self employment income, and his total compensation equals or exceeds
the FICA maximum. In such a situation, the employee is required
to pay tax on all or a part of his self employment income and, as a
practical matter, derives no benefit from these taxes. Section 203(a)
permits the emplovee to receive a refund of his FICA taxes to the
extent that his railroad and nonrailroad compensation exceed the
FICA wage base.

Section 203(b) corrects an oversight in last year’s revision of the
Railroad Retirement Tax Act, by providing that the term “compensa-
tion” shall not include remuneration received by employees of rail-
way labor organizations, unless the amount thereof exceeds $25.00 per
month.

SECTION-BY-SEcTION Exrranation or Tire Biow

Section 1(a)

The present provisions of section 1(h) of the Railroad Unemploy-
ment Insurance Act provide that a registration period for sickness
benefit purposes is ended only by a lapse of 13 days after the date on
which it began. As a result of the introduction of the continuing
period of sickness concept by the amendments made by the second
paragraph of section 1(0) of the bill, it is necessary, in order to
fully accomplish the purposes of those amendments, that a new regis-
tration period for sickness benefit proposes be able to begin on the first
day of any four consecutive days of sickness resulting from a new
injury or illness. Accordingly, the amendments made to section 1(h)
by section 1(a) of the bill would provide, in effect, that any existing
sickness benefit registration period would terminate as of the day
before the individual begins a new registration period based on a
new “period of continuing sickness”.

Section 1(b)

Section 1(b) of the bill would amend section 1(k) of the Railroad
Unemployment Insurance Act to provide that the term “subsidiary
remuneration” means remuneration not in excess of an average of
$10 a day (instead of $3 a day) for the period with respect to which
such remuneration is payable or accrues. In addition to meeting the
dollar amount requirement, remuneration must, in order to be con-
sidered “subsidiary remuneration”, be derived from work which (1)

H,Rept. 94-884 --~ 2
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requires substantially less than full time as determined by generally
prevailing standards and (2) is succeptible of performance at such
times and under such circumstances as not to be inconsistent with the
holding of normal full-time employment in another occupation. The
receipt of “subsidiary remuneration” will affect entitlement to unem-
ployment or sickness benefits only in cases where such remuneration is
necessary to enable the recipient to meet the minimum base year com-
pensation ($1,000) required to qualify him or her for benefits. The
$10 amount would be more realistic in view of present day wage
scales as compared with those when the $3 amount was fixed 1n 1958.

Section I(e)

Under present law, an employee who engages in a strike is eligible
for unemployment benefits on the same basis as an employee who is un-
employed for some other reason (i.e., he can receive benefits for each
day of unemployment in excess of four during a fourteen day regis-
tration period) so long as the strike was not commenced in violation
of the provisions of the Railway Labor Act or in violation of the estab-
lished rules and practices of the employee’s labor organization. In addi-
tion, other employees who refuse to work because a strike is in progress
are entitled to unemployment benefits regardless of the legality of
the strike. The amendment made by the first paragraph of section
" 1(c) of the bill would provide that during the first registration period
in which an employee was unemployed as a result of a particular strike
against his employer, he could receive unemployment benefits only for
each day of unemployment in excess of seven. This limitation would
apply not only to those on strike and those refusing to work because
of the strike but also to any other employees of that employer who are
unable to work, regardless of their willingness to work, because a strike

is in progress. For example, if a strike is commenced against a par-’

ticular employer and that employer decides to cease all operations
while the strike is in progress, all employees of that employer, except
those who were already unemployed when the strike commenced,
would be subject to the “waiting period” provided by the amendment
in question. The “waiting period” would be applicable during the first
registration period of each strike commenced against a particular
employer. The effect of this amendment would be to provide that no
employee who is unemployed because of a strike, other than an illegal
strike subject to section 4(a-2) (iii), would be eutitled to unemploy-
ment benefits unless and until the strike has lasted longer than seven
days. The present disqualification contained in section 4(a-2) (iii),
would continue the disqualification of members of the class or craft
participating in an illegal strike, Members of classes and crafts not
participating in the illegal strike but who are unemployed in conse-
quence thereof will continue to receive unemployment benefits without
change from existing law.

Sickness benefits are payable under present law to an individual only
after he has had seven or more days of sickness during one fourteen
day registration period in a particular benefit year. Thereafter, sick-
ness benefits are payable for any day of sickness in excess of four
during a subsequent registration period in the same benefit year. The
amendment made by the second paragraph of section 1(c) of the bill
would provide for the payment of sickness benefits for each day of
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sickness in a “period of continuing sickness” after the individual has
had four consecutive days of sickness in the registration period in
which the “period of continuing sickness” began and for each day
of sickness in excess of four during subsequent registration periods in
which the “period of continuing sickness” continues. A “period of con-
tinuing sickness” is defined to mean either (1) a period of consecutive
days of sickness, whether from one or more causes, or (2) a period of
successive days of sickness due to a single cause without interruption
of more than 90 consecutive days which are not days of sickness. Thus,
if, for example, an individual injures his back and is unable to work, he
would begin receiving sickness benefits after the first four consecutive
days in which he is unable to work because of that injury. If he went
back to work after the seventh day (or after any other day subsequent
to the fourth day) but found, after two days (or any other number of
days up to 91), that he was unable to continue because of his back
injury, his “period of continuing sickness” would still be in effect, and
he could receive sickness benefits without again satisfying the four
consecutive days requirement. .
However, if, after returning to work for one day the individual in-
jured his foot (or contracted an illness) and was unable to work as a
result of this new cause, his previous “period of continuing sickness”
would have terminated, and he would have to again be unable to work
for a period of over four consecutive days before he could receive sick-
ness benefits. Tf, on the other hand, that same individual, while off
from work due to his back injury, had become ill before returning to
work, his “period of continuing sickness” would not have terminated,
and he could receive sickness benefits because of his illness even though
his back injury might have improved to the extent that he could
have returned to work had he not become ill. It should also be noted
that if an individual were to be unable to work for three consecutive
days due to one cause (e.g., a back injury) and, before returning to
work, were to be unable to work for another two consecutive days due
to another cause (e.g., a cold), he could receive sickness benefits for one
day because he would have had more than four consecutive days of
sickness during a period of continuing sickness. Furthermore, if that
same individual were then to return to work for one day after which
he was again unable to work for two days as a result of his back in-
jury, he would be eligible to receive sickness benefits for those two
days because, having satisfied the four consecutive days of sickness re-
quirement. he would have had a “period of successive days of sickness
due to a single cause (i.e.. the back injury) without interruption of
more than ninety consecutive days which are not days of sickness”.
Section 1(e)(2) of the bill would increase the daily benefit rates,
which were fixed at their present levels by amendments enacted early
in 1963. The basic benefits are now provided by a table which sets out
ten levels of base year compensation and corresponding daily bene-
fit rates starting at $3.00, payable to those with the minimum qualify-
ing base year compensation, and rising to a maximum of $12.70, which
is reached by those who received base year compensation totalling
$4.000 or more. In addition, a proviso in section 2(a) of the Act pro-
vides that the daily benefits payable cannot be less than the smaller of
the table maximum ($12.70) or 60 percent of the beneficiary’s last
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daily rate of pay in the base period. The amendment made by section
1(c) (2) would eliminate the present table and proviso minimum and
would, in their place, provide a daily rate of unemployment and sick-
ness benefits, for registration periods beginning after June 30, 1975,
but before July 1, 1976, equal to the smaller of $24.00 or 60 percent of
the benteficiary’s last daily rate of pay in the base period (but not less
than $12.70). For registration periods beginning after June 30, 1976,
the $24.00 figure would be increased to $25.00.

Section 1(d)

Section 2(c) of the Railroad Unemployment Insurance Act now
provides that a qualified employee can receive normal unemployment
benefits for up to a maximum of 130 days during a particular benefit
year, but the total amount of such benefits cannot exceed the employ-
ee’s compensation in the base year. The same maximums are appli-
cable to the receipt of sickness benefits. As a result of the increase in
daily benefit rates provided by section 1(c) (2) of the bill, the base year
compensation maximum would have a much greater impact as a limit-
ing factor on the length of time over which normal unemployment
and sickness benefits can be paid, since there would be no increase in
the maximum amount of an employee’s compensation ($400 a month)
which can be taken into account in determining the base year com-
pensation. In order to prevent this maximum from becoming more of
a limiting factor than is desired, the amendment made to the first pro-
viso of section 2(c) of the Act by section 1(d) (1) of the bill provides
that any compensation which the employee received in the base year
up to a maximum of $775 (rather than $400) a month will be consid-
ered in applying the base year compensation maximum. This amend-
ment would also be applicable in determining the base year compensa-
tion maximum contained in the new proviso which would be added to
section 2(c) by section 1(d)(2) of the bill. That new proviso would
}qroylde extended unemployment benefits in certain cases but would

imit the total amount of such extended benefits payable to a particu-
lar employee to 50 percent of the employee’s base year compensation.

In addition to the normal unemploymerit and sickness benefits pay-
able under the Act, the present second proviso of section 2(c) (this
proviso would become the third proviso if the amendments made by
section 1(d) (2) of the bill are enacted) provides an extended benefit
period for otherwise-qualified employees who have 10 or more years of
service creditable under the Railroad Retirement Act and have ex-
hausted their rights to normal benefits. Employees who have 10 but
less than 15 years of service can receive up to an additional 65 benefit
days for each type of benefit (i.e., unemployment benefits and sick-
ness benefits), and employees with 15 or more years of service can re-
ceive each type of benefit for up to a maximum of an additional 130
benefit days. The amendment made by the second paragraph of section
1(d) of the bill would provide an extended benefit period for other-
wise-qualified employees with less than 10 years of service creditable
under the Railroad Retirement Act. As in the case of extended bene-
fits for employees who have 10 but less than 15 years of service, an
extended benefit period for an employee with less than 10 years of serv-
ice would begin after rights to normal benefits had been exhausted and
would provide benefits %01‘ up to a maximum of an additional 65 days.

-
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Unlike the case of extended benefits to those with 10 or more years
of service: (1) the employee with less than 10 years of service could
receive only unemployment benefits during an extended benefit pe-
riod—no provision is made for an extended benefit period for sickness
benefit purposes; (2) an extended benefit period for an employee with
less than 10 years of service could begin only during a period of “high
unemployment” in the railroad industry; and (8) the total amount of
unemployment benefits payable to an employee with less than 10 years
of service in an extended benefit period could not exceed 50 percent of
his base year compensation (as determined in accordance with the
amended first proviso of section 2(c) of the Act). These limitations are
patterned after limitations on extended benefits payable for days of
unemployment under the Federal-State Extended Unemployment
Compensation Program. A new section 2(h) of the Act (which would
be added by section 1(¢) of the bill) would contain provisions for de-
termining when an extended unemployment benefit period could begin
for an employee with less than 10 years of service and for determining
the duration of the extended benefit period in a particular case. The
operation of these provisions is an adaptation to the railroad industry
of the “trigger” provision of the Federal-State Extended Unemploy-
ment Compensation Program. '

Section 1(c)

As stated above, the new subsection 2(h) of the Act, added by sec-
tion 1(e) of the bill, would provide when an extended benefit period
could begin for an employee with less than 10 years of service and
would also provide the duration of such a period in a particular case.
Pursuant to the provisions of subdivision (1), and extended benefit
period would begin for a particular employee on his first day of un-
employment within a “period of high unemployment” after the em-
ployee has exhausted his rights to normal unemployment benefits.
Once begun, the extended benefit period would continue for seven con-
secutive registration periods (a total of 98 calendar days), regardless
of the number of days in which the employee was unemployed during
that period and regardless of whether or not the “period of high nnem-
fgloyment” continued to be in effect. As in the case of an extended bene-

t period for an employee with 10 or more years of service: (1) a gen-
eral benefit year, which normally ends on June 30, would be extended
until the last day of any extended benefit period which began during
the general benefit year, and (2) an employee who is not qualified for
benefits in a particular general benefit year could begin an extended
benefit period based on his base year compensation for the last pre-
ceding general benefit year, but only if he was qualified for benefits in
that preceding general benefit year—for this purpose the preceding
general benefit year is extended until the last day of the extended
benefit period.

Subdivisions (2) and (3) of section 2(h) provide the method for
determining when a “period of high unemployment” is in existence—
as remarked above. such method 1san adaptation to the railroad indus-
try of the “trigger” provisions of the Federal-State Extended Un-
embloyment Compensation Program (sections 203(d) and (f) (1) of
Public Law 91-373, 84 Stat. 710). A “period of high nnemployment”
begins 20 days after either the national “on” indicator becomes effec-

H.Rept, 64-384 «w~ 3
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tive or after a 3 consecutive month period in each month of which the
“rate of raiload unemployment” equals or exceeds the level necessary
to trigger a national “on” indicator for purposes of the Federal-State
Extended Unemployment Compensation Program—under the provi-
sions of the Emergency Unembloyment Compensation Act of 1974,
this level is 4 percent of insured unemployment during the years 1975
and 1976. Similarly, a period of high unemployment ends 20 days
after a 3 consecutive month period in each month of which the “rate
of railroad unemployment” is at a level which would trigger a national
“off” indicator under the aforementioned Program and the national
“off” indicator have become effective. The method of determining the
“rate of railroad unemployment” for a particular month is patterned
after the method used for purposes of the Federal-State Unemploy-
ment Compensation Program, using railroad industry data and a
railroad indicator in place of the State data and indicator, used
thereunder. ) )

The Board would make all determinations required to implement
the provisions of section 2(h) and would cause notice of the beginning
or ending of a “period of high unemployment” as well as notice of
certain formulas used in its determinaticn to be published in the Fed-
eral Register.

Section 1(f)

Section 3 of the Railroad Unemployment Insurance Act now pro-
vides that an employee who has not engaged in employment covered
under the Act at any time prior to the base year is not entitled to
benefits unless he earned compensation in at least seven months of that
base year. Section 1(f) of the bill would lower the requirement from
seven months to five months.

Section 1(g)

Section 1(g) of the bill would amend section 8(a) of the Railroad
Unemployment Insurance Act to provide a revised schedule of con-
tribution rates which would be paid by employers to support the un-
employment and sickness benefit programs. The new schedule would
require an 8 percent contribution rate if the balance in the railroad
unemployment insurance account was less than 50 million dollars, a
7 percent contribution if the balance in the account was at least $50
million but less than $100 million, a 5.5 percent contribution rate if the
balance in the acount was at least $100 million but less than $200 mil-
lion, a 4 percent contribution rate if the balance in the account was at
least $200 million but less than $300 million, and a 14 percent contribu-
tion rate if the balance in the account was $300 million or more. By
way of contract, the present contribution rate schedule provides for a
4 percent contribution rate whenever the balance in the account is less
than $300 million, and the rate drops to 114 percent only if the balance
in the account is $450 million or more. The balance in the account as
of September 30 of a particular year will continue to determine the
contribution rate for the following calendar year. The balance in the
account as of September 30, 1974, was approximately $89 million.
However, since the revised schedule would first become effective with
respect to compensation paid for services rendered after December 31,

-
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1975, the precent rates would continue to be applicable until 1976, when
the new rate would be determined on the basis of the balance in the
account as of September 30, 1975,

Section 1(h) : .

Section 1(h) of the bill would amend section 8(b) of the Act to
change an employee representative’s contribution rate from the present
flat 4 percent to whatever percentage is determined to be applicable
to employers as the balance in the railroad unemployment insurance
account changes. Although the change would technically be effective
with respect to compensation paid for services rendered after Decem-
ber 31, 1975, it would have no practical effect at this time because the
entire section 8(bh) has standby significance only. While employee rep-
they are currently, pursuant to the provisions of section 1(g)} of the
Act, neither subject to contributions nor entitled to benefits.
Sections 1(2) (1) and 1(j)

An amount equal to 0.25 percent of the total compensation subject
to contributions under the Act is automatically deposited in the rail-
road unemployment insurance administration fund to defray the costs
of administering the unemployment and sickness benefit programs.
Any amount in the fund in excess of $6 million on June 30 of each year
is transferred to the railroad unemployment insurance account, As
long as the contributions base remains at $400 per month, the amount
that will become available for administration will decrease if railroad
employment decreases, as has been the case in most recent years. At
the same time, administrative costs will tend to increase because of
wage and price increases. Accordingly, in order to eliminate the danger
that the funds available for the payment of administrative expenses
might be inadequate, the amendments made by sections 1(i) (1) and
1(j) of the bill provide that the amount deposited in the adminis-
tration fund would be increased from 0.25 percent to 0.5 percent of
taxable payroll.

Section 1(2) (2)

This section would eliminate reference to subsection (h) of section
10, which prior to 1975 provided for certain financial interchange
between the railroad unemployment insurance account and the rail-

road retirement account. Such interchange was eliminated by the Rail-
road Retirement Act amendments of 1974.

Section 2

Section 2 provides the effective dates of the various amendments
made by section 1 of the bill. Section 2(c) provides that any addi-
tional pavments because of the increase in the maximum daily benefit
rate paid between July 1 and the enactment date of this Act will be
paid to the insurer or employer, if self-insured, in the case of em-
ployees who receive supplemental benefits for such period from the
mnsurance company or employer as the case may be. The reimburse-
ment will be limited so that the employee will have received in benefits
and supplemental benefits the amount he would have been entitled to
if the increase was paid prior to enactment of this Act.
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AGENcY REPORTS

Because of the lack of time, no reports have been received on H.R.
8714 ; however, the Committee wishes to point out that the program
contained in the bill will be funded entirely by the railroad industry,
and is recommended by both railroad labor and railroad management.

Since section 201 of the bill contains provisions initially set forth
in HLR. 3283, and section 202 contains provisions originally set forth
in H.R. 5625, agency reports on those two bills are included herewith.

UniTEp STATES OF AMERICA,
Ratwroap ReriremMeNT Boarb,
Chicago, Ill., April 16, 1975.
Hon. Haruey O. STAGGERS,
Chairman, Committee on Interstate and Foreign Commerce, Eoom
2125 Rayburn House Office Building, Washington, D.C.

Drear Mr. CHAIRMAN : This is the report of the Railroad Retirement
Board on the bill H.R. 3283 which you introduced for yourself and
Mr. Devine on February 19, 1975. This bill was introduced at the re-
quest of the Board, is being supported by railroad labor and manage-
ment, and has been cleared with the Office of Management and Budget
and the Department of the Treasury who have no objections to it.

H.R. 3283 would amend Section 15(a) and 15(c) of the Railroad
Retirement Act of 1974 to provide permanent appropriations of regu-
lar railroad retirement taxes and supplemental annuity taxes collected
under the Railroad Retirement Tax Act to the Railroad Retirement
Account and the Railroad Retirement Supplemental Account to pay
for benefits provided by the Railroad Retirement Act of 1974. The bill
would also add a new subsection to Section 15 of the Railroad Retire-
ment Act of 1974 to authorize appropriations to cover expenses in-
curred by the Railroad Retirement Board in the administration of the
Railroad Retirement Act of 1974.

The amendments proposed by H.R. 3283 would be effective Janu-
ary 1, 1975, which 1is the same day the Railroad Retirement Act of 1974
went into effect. The bill has no cost significance.

VIEWS OF THE BOARD

The Railroad Retirement Board considers the amendments proposed
by H.R. 3283 to be necessary and urgent. Title V of Public Law 452,
82d Cong., 2d sess., 1952 (66 Stat. 358, 371), provides for the continu-
ing annual credit of regular railroad retirement taxes to the Railroad
Retirement Account for purposes of the Railroad Retirement Acts of
1935 and 1937, Section 15(b) of the Railroad Retirement Act of 1937
provided such a permanent appropriation of tax collections with re-
spect to the supplemental annuity program. In view of the recent en-
actment into law of the Railroad Retirement Act of 1974, replacing
the 1937 Act, enactment of H.R. 3283 is considered necessary to insure
that the continuing annual appropriations to the accounts will not be
interrupted. It is to be noted that permanent appropriations identical
to those proposed in H.R. 3283 are now provided for the Federal Old-
Age and Survivors Insurance Trust Fund and the Federal Disability
Insurance Trust Fund, with respect to taxes collected under the Fed-
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?&ral Insurance Contributions Act, by section 201 of the Social Security
Act.

In view of the importance of the amendments proposed by H.R.
3283, the Railroad Retirement Board urges that favorable considera-
tion be given to the bill.

Because of the short time between the introduction of the bill and the
setting up of the hearings, there has %een no opportunity to submit
this report for clearance to the Office of Management and Budget.
Copies of this report are being sent to that office immediately.

Sincerely yours,
R. F. ButLEer, Secretary.

UNITED STATES OF AMERICA,
Ratiroap RermrEMENT Boarb,
Chicago, [1l., April 16, 1975.
Hon. Haruey O. STAGGERs,
Chairman, Committee on Interstate and Foreign Commerce, Room
2125, Rayburn House Office Building, W ashington, D.C.

Dear Mr. Crarraman : This is the report of the Railroad Retirement
Board on H.R. 5625 which you introduced on March 26, 1975.

The bill would amend section 2¢4 of Public Law 93445 (the Rail-
road Retirement Act of 1974, enacted October 16, 1974) to provide that
an individual who was awarded an annuity under Section 2(a) of the
Railroad Retirement Act of 1937 will not be entitled to an annuity
component computed under the provisions of Section 3(c) of the Rail-
road Retirement Act of 1974. This restriction would not apply either
to individuals who after December 31, 1974, render at least 12 months of
service as an employee for an employer (as defined in the Railroad
Retirement Act of 1974) or to individuals who return to service for
such an employer after December 31, 1974, after recovering from dis-
abilities for which they had been awarded occupational or total and
permanent disability annuities under the Railroad Retirement Act of
1937.

Section 3(c) of the Railroad Retirement Act provides an amount as
a portion of certain employees’ total railroad retirement annuities
which, although it is based on service performed prior to 1975, is avail-
able only to employees who have also engaged in railroad service after
1974. The amount of this annuity component is $1.50 for each of the
employee’s first 10 years of service prior to January 1, 1975, plus $1.00
for each year of the employees service prior to that date in excess of
10 years of service.

The amount thus provided by Section 3(c) of the Railroad Retire-
ment Act of 1974 was, as a general matter, intended to be payable only
to those who had not retired prior to January 1, 1975, the effective date
of the Railroad Retirement Act of 1974. The amendment made by H.R.
5625 would put this restriction into the law. Such a restriction would
prevent individuals from returning to the railroad industry and qual-
ifying for the prior service component by performing a token amount
of service after 1974 ; however, as indicated, the restrictions would not
apply to individuals who perform at least 12 months of creditable serv-
ice after 1974 or who were awarded disability annuities under the
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Railroad Retirement Act of 1937 but later recovered and returned to
service after 1974. The amendment would be effective January 1, 1975,
the same day that the Railroad Retirement Act of 1974 went into
effect.

EFFECTS ON THE FINANCIAL CONDITION OF THE SYSTEM

It is estimated that enactment of IL.R. 5625 would save the railroad
retirement system approximately .05 percent of payroll or $3 million
per year on a level basis. Expressed at a present value, the savings
amounts to about $50 million. This estimate is necessarily rough. It is
difficult to predict what proportion of already-retired annuitants
would return to service for a short time for the purpose of qualifying
for the additional amount if the bill were not enacted.

VIEWS OF THE BOARD

At the time the Railroad Retirement Act of 1974 was enacted, the
general understanding was that the annuity component provided under
Section 3(c) of that Act would not accrue to individuals who were
fully retired prior to January 1, 1975, the day the Act went into effect.
H.R. 5625 would conform the law to that understanding by preventin oy
certain individuals, who may be in the position to take advantage of
the present law, from reaping an unfair and unintended gain on the
basis of a token amount of additional service, perhaps as little as one
day. Accordingly, the Railroad Retirement Board recommends that
H.R. 5625 be given favorable action.

Because of the short time between the introduction of the bill and the
setting up of he hearings, there has been no opportunity to submit the
report for clearance of the Office of Management and Budget. Copies
of this report are being sent to that office immediately. '

Sincerely yours,
R. F. BurLer, Secretary.

Cuances 18 Exmsting Law Maoe By THE BInn, As AMENDED

In compliance with clause 3 of rule XIIT of the Rules of the House
of Representatives, changes in existing law made by the bill, as re-
ported, are shown as follows (existing law proposed to be omitted is
enclosed in black brackets, new matter is printed in italic, existing law
in which no change is proposed is shown in roman) :

RAILROAD UNEMPLOYMENT INSURANCE ACT

AN ACT To regulate interstate commerce by establishing an unemployment
iusurance system for individuals employed by certain employers engaged in
interstate commerce, and for other purposes

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress asembled,

DEFINITIONS

. Seotion 1. For the purposes of this Act, except when used in amend-
ing the provisions of other Acts—
(a) ** *
* * * * * * *
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(h) The term “registration period” means, with respect to any
employee, the period which begins with the first day for which such
employee registers at an employment office in accordance with such
regulat:ons as the Board may prescribe, and ends with whichever is
the earlier of (i) the thirteenth day thereafter, or (ii) the day imme-
diately preceding the day for which he next registers at a different
employment office; and thereafter each period which begins with the
first day for which he next registers at an employment office after
the end of his last preceding registration period which began with
a day for which he registered at an employment office and ends with
whichever is the earlier of (i) the thirteenth day thereafter, or (ii)
the day immediately preceding the day for which he next registers
at a different employment office. )

The term “registration period” means also, with respect to any em-
ployee, the period which begins with the first day with respect to

~which a statement of sickness for a “period of continuing sickness”

(as defined in section 2(a) of this Act) is filed in his behalf in accord-
ance with such reculations as the Board may prescribe, or the first su_ch
day after the end of a registration period which will have begun with
a day with respect to which a statement of sickness for a “period of
continuing sickness” (as defined in section 2(a) of this Act) was filed
in his behalf, and ends with [the thirteenth day thereafter] whichever
s the earlier of (3) the thirteenth day thereafter, or (it) the day imme-
diately preceding the day with respect to which a statement of sickness
for a new “period of continuing sickness” (as defined in section 2(a)
of this Act) is filed in his behalf.

*® * *® #

(k) Subject to the provisions of section 4 of this Act, (1) a day
of unemployment, with respect to any employee, means a calendar
day on which he is able to work and 1s available for work and with
respect to which (i) no remuneration is payable or accrues to him,
and (ii) he has, in accordance with such regulations as the Board
may prescribe, registered at an employment office; (2) a “day of
sickness”, with respect to any employee, means a calendar day on
which because of any physical, mental, psychological, or nervous in-
jury, illness, sickness, or disease he is not able to work or, with respect
to a female employee, a calendar day on which, because of pregnancy,
miscarriage, or the birth of a child, (i) she is unable to work or (i1)
working would be injurious to her health, and with respect to which
(1) no remuneration is payable or acerues to him, and (1i) in accord-
ance with such regulations as the Board may preseribe, a statement
of sickness is filed within such reasonable period, not in excess of ten
days, as the Board may prescribe: Provided, however, That “subsidi-
ary remuneration”, as hereinafter defined in this subsection, shall not
be considered remuneration for the purpose of this subsection except
with respect to an employee whose base-year compensation, exclusive
of earnings from the position or occupation in which he earned such
subsidiary remuneration, is less than $1,000: Provided further, That
remuneration for a working day which includes a part of each of two
consecutive calendar days shall be deemed to have been earned on the
first of such two days, and any individual who takes work for such
working day shall not by reason thereof be deemed not available for
work on the second of such calendar days: Provided further, That any
calendar day on which no remuneration is payable to or accures to an

* # *



20

employee solely because of the application to him of mileage or work
restrictions agreed upon in schedule agreements between employers
and employees or solely because he is standing by for or laying over
between regularly assigned trips or tours of duty shall not be con-
sidered either a day of unemployment or a day of sickness,

For the purpose of this subsection, the term “subsidiary remunera-
tion” means, with respect to any employee, remuneration not in excess
of an average of [three] fen dollars a day for the period with respect
to which such remuneration is payable or accrues, if the work from
which the remuneration is derived (i) requires substantially less than
full time as determined by generally prevailing standards, and (ii)
is susceptible of performance at such times and under such circum-
stances as not to be inconsistent with the holding of normal full-time
employment in another occupation.

* # # *® * * *

BENEFITS

Skc. 2. (a) Benefits shall be payable to any qualified employee [ (i)
for each day of unemployment in excess of four during any registra-
tion period, and (ii) for each day of sickness in excess of seven during
the first registration period, within a benefit year, in which he will
have had seven or more such days of sickness, and for each such day
of sickness in excess of four during any subsequent registration period
in the same benefit year] for cach day of unemployment in excess of
four during any registration period: Provided, however, That not-
withstanding the provisions of section 1(k) of this Act, in any case
inwhich the Board finds that his unemployment was due to a stoppage
or work because of a strike in the establishment, premises, or enter-
prise at which he was last employed. other than a strike subject to
the disqualification in section 4(a-2) (i), none of the first seven days
of unemployment due to such stoppage of work shall be included in
any registration period; and subject to the registration provisions of
section 1(k), 50 many of the ensuing seven consecutive calendar days
during wwhich his unemployment continues to be caused by such stop-
page of work shall constitute a registration period, during which bene-
fits shall be payable for each day of unemployment. Benefits shall be
payable to any qualified employee for cach day of sickness after the
fourth consecutive day of sickness in a period of continuing sickness,
but excluding four days of sickness in any registration period. A pe-
roid of continuing sickness means (i) a period of consecutive days of
sickness, whether from one or more causes, or (i1) a period of succes-
sive days of sickness due to a single cause without interruption of more
than ninety consecutive days which are not days of sickness.

[ The benefits payable to any such employee for each such day of un-
employment or sickness shall be the amount appearing in the following
table in Column IT on the line on which, in column I, appears the
compensation range continuing his total compensation with respect to
employment in his base year:
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Column II
e Duaily Benefit
Column I, total compensation : %ate

$1,000 to $1,209.99 $8. 00
$1,300 to $1,699.99_ . P — 8. 50
$1,600 to $1,890.99 oo e 9. 00
$1,900 to $2,099.99 e 9. 50
$2,200 to $2,490.99 e e e o e e o 1 e e e e 10. 00
2 500 to 82,199,090 10, 50
$2,800 to $3,0099.09 e 11. 60
$3,100 to $3,4099.90 s 11. 50
$3,500 to $3,999.99 12. 00
$4,000 and OVer o 12. 70

Provided, however, That if the daily benefit rate in column IT with
respect to any employee is less than an amount equal to 60 per centum
of the daily rate of compensation for the employee’s last emplovment
in which he engaged for an employer in the base year, such rate shall
be increased to such amount but not to exceed $12.70. The daily rate
of compensation referred to in the last sentence shall be as determined
by the Board on the basis of information furnished to the Board by the
employee, his employer, or both.]

The daily benefit rate with respect to any such employee for such
day of unemployment or sickness shall be in an amount equal to 60
per centum of the daily vate of compensation for the employee’s last
employment tn which he engaged for an employer in the base year, but
10t less than $12.70 : Provided, however, that for registration periqds
beginning after June 30, 1975, but befove July 1. 1976, such amount
shall not exceed 8§24 per day of such unemployment or sickness and
that for registration perviods beginning after June 30, 1976, such
amount shall not exceed $35 per day of such unemployment or sickness.
The daily rate of compensation referved to in this paragraph shall be
determined by the Board on the basis of information fuinished to the
Board by the employee, his employer, or both.

In computing benefits to be paid, days of unemployment shall not
be combined with days of sickness in the same registration period.

(b) The benefits provided for in this section shall be paid to an
employee at such reasonable intervals as the Board may prescribe.

(¢) The maximum number of days of unemployment within a bene-
fit year for which benefits may be paid to an employee shall be one
hundred and thirty, and the maximum number of days of sickness
within a benefit year for which benefits may be paid to an employee
shall be one hundred and thirty: Provided, howewver, That the total
amonnt of benefits which may be paid to an employee for days of
unemployment within a benefit year shall in no case exceed the em-
ployee’s compensation in the base year; and the total amount of
benefits which may be paid to an employee for days of sickness within
a benefit year shall in no case exceed the employee’s compens=tion in
the base year except that notwithstanding the provisions of section
1(1) of this Act, in determining the employee’s compensation in the
base year for purposes of this provise and the second proviso of this
subsection, any money remuncration paid to the employee for services
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rendered as an employee not in excess of $775 in any month shall be
taken into account: Provided further, T'hat, with respect to an em-
ployee who has less than ten years of service as defined in section 1(f)
of the Railroad Lletirement Aet of 1974, who did not voluntarily retive
and did not voluntarily leave work without good cause, and who had
current rights to normal benefils for days of unemployment in a benefit
yean but has exhausted such rights, the maximwm number of days of,
and amount of payment for, unemployment within such benefit year
(as extended by the provisions of subsection (h) of this section) for
which benefits may be paid shall be enlarged, but not by more than
sizty-five days, to include all compensable days of wiemployment
within an extended benefit period determined pursuant to the provi-
sions of subsection (k) of this section, but the total amount of benefits
which may be paid o an employee for days of unem ployment within
such extended benefit period shall in no case exceed 50 per centum of
the employee’s compensation in the base year: And provided further,
That, with respeet to an employee who has ten or more years of service
as defined in section 1(f) of the Railroad Retivement Act of 1974, who
did not voluntarily retire and (in a case involving exhaustion of rights
to benefits for days of unemployment) did not voluntarily leave work
without good cause, and who had current rights to normal bencfits for
days of unemployment or days of sickness in a benefit year but has
exhausted such rights, the benefit year in which such rights are ex-
hausted shall be deemed not to be ended until the last day of the
extended benefit period determined under the following schedule, and
the maximum number of days of, and amount of payment for, unem-
ployment or sickness (depending on the type of benefit rights ex-
hausted) within such benefit year for which benefits may be paid to
the employee shall be enlarged to include all compensable days of un-
employment or days of sickness, as the case may be, within such ex-
tended benefit period :

The extended benefit period shall begin on
the first day of unemployment or sickness,
as the case may be, following the day on
which the employee exhausted his then
current rights to normal benefits for days
of unemployment or days of sickness and
shall confinue for successive fourteen-day
perlods (each of which periods shall con-
stitute a registration perlod) until the
number of such- fourteen-day periods

Ef the employee’s “years of service” total— totals—
10andless than 15 . .. .. ___ 7 {butnot more than 65 days)
15 and over oo 13

but no such extended benefit period shall extend beyond the beginning
of the first registration period in a benefit year in which the employee
is again qualified for benefits in accordance with section 3 of this Act
on the basis of compensation earned after the first of such successive
fourteen-day periods has begun, For an employee who has ten or more
vears of service, who did not voluntarily retire and (in a case involving
unemployment) did not voluntarily leave work without good cause,
who has fourteen or more consecutive days of unemployment, or four-
teen or more consecutive days of sickness, and who is not a “qualified
employee” for the general benefit year current when such unemploy-
ment or sickness commences but is or becomes a “qualified employee”
for the next succeeding general benefit year, such succeeding benefit
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year shall, in his case, begin on the first day of the month in which such
unemployment or sickness commences. Notwithstanding the other pro-
visions of this subsection, an extended benefit period for sickness bene-
fits shall terminate on the day next preceding the date on which the
employee attains age 65, except that it may continue for the purpose
of the payment of unemployment benefits; and, in the case of a suc-
ceeding benefit year beginning in accordance with the next preceding
sentence by reason of sickness, such sentence shall not operate to per-
mit the payment of benefits in the period provided for in such sen-
tence for any day of sickness beginning with the day on which age 65 is
attained and continuing through the day preceding the first day of
the next succeeding general benefit year. For purposes of this subsec-
tion, the Board may rely on evidence of age available in its records
and files at the time determinations of age are made.
* * * * * *® *

(h) (1) For purposes of the second proviso of subsection (c) of this
section, an extended benefit period, with respect to an employee, shall
begin on the first day of unemployment within a period of kigh unem-
ployment following the day on which the employee exhausted his then
current rights to normal benefits for unemployment and shall con-
tinue for seven successive fourteemn-day periods (each of which pe-
riods shall constitute o registration period). If the general benefit year
in which an employee’s extended benefit period began ends within such
catended benefit period, such benefit year shall, in the case of such
employee, be deemed not to be ended until the last day of the extended
benefit period. If an employee unemployed within a period of high
unemployment is not a “qualified employee” for the general benefit
year then current but was a ‘qualified employee’ for the preceding
general benefit year, such preceding geneval benefit year shall, for
purposes of the second proviso of subsection (¢) of this section, in the
case of such employee, be deemed not to be ended wntil the last day of
such employee’s catended benefit period determined pursuant to the
provisions of this subsection.

(2) For purposes of subdivision (1) of this subsection, a “period of
high unemployment” shall begin with the twenticth day after which-
ever of the following first occurs: (A) there is a4 national “on” indi-
cator as defined in section 203{(d) of Public Law 91-373, as amended,
or (B) a period of three consecutive calendar months in which, for
each month included in such period, the rate of vailroad wunemploy-
ment (seasonally adjusted) equalled or exceeded the lowest applicable
unemployment rate specified for the national “on” indicator in section
203{d) of Public Law 91-373, as amended, and shall end with the
twenticth day after both of the following oceur: (A) there is a na-
tional “off” indicator as defined en section 203(d) of Public Law 93—
373, as amended, and (B) a period of three consecutive calendar
months, in which, for each month included in such period, the rate of
railroad unemployment (seasonally adjusted) was less than the lowest
applicable unemployment rate specified for the national “off” indi-
cator in section 203 (d) of Public Law 91-373, as amended.

(3) For purposes of subdivision (2) of this subsection, the term
“rate of railroad unemployment” for & month means the percentage
arrived at by dividing (4) the average weekly number of individuals
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who filed bona fide claims for benefits for days of uitemployment in
such month, excluding from such number those individuals whose un-
employment was due to a stoppage of work because of a strike, lock-
out, or other labor dispute, by (B) the average midmonth count of
employees of class [ railroads and closs [ switching and terminal com-
panies, as reported to the Interstate Commerce Commission, adjusted
as determined by the Board, to include all employees covered by this
Act for the twelve months ending with the second calendar quarter
preceding such month.

(4) Determinations under this subsection shall be made by the
Board in accordance with regulations prescribed by it. When a deter-
mination has been made that a “period of high unemployment” is be-
ginning or ending, the Board shall cause notice of such determination
to be published in the Federal Register. T'he Board shall also cause to
be published in the Federal Register the formula which it uses to ad-
just the mid-month count of employees of class I railroads and class [
switching and terminal companies to include all employees covered by
this Act, and the formula it uses to make secasonal adjustments in the
rate of railroad unemployment.

QUALIFYING CONDITION

Sec. 3. An employee shall be a “qualified employee” if the Board
finds that his compensation will have been not less than $1,000 with
respect to the base year, and, if such employee has had no compensa-
tion prior to such year, that he will have had compensation with respect
to each of not less than [seven] fize months in such year.

* * * * * & *

CONTRIBUTION

Sec. 8. (a) Every employer shall pay a contribution, with respect
to having employees in his service, equal to the percentage determined
as set forth below of so much of the compensation as is not in excess
of $300 for any calendar month paid by him to any employee for
services rendered to him after June 30, 1939, and before July 1, 1954,
and is not in excess of $350 for any calendar month paid by him to
any employee for services rendered to him after June 30, 1954, and
before June 1, 1959, and is not in excess of $400 for any calendar month
paid by him to any employee for services rendered to him after May 31,
1959 : Provided, however, That if compensation is paid to an employee
by more than one employer with respect to any such calendar month,
the contributions required by this subsection shall apply to not more
than $300 for any month before July 1, 1954, and to not more than
%350 for any month after June 30, 1954, and before June 1, 1959, and
to not more than $400 for any month after May 31, 1959, of the aggre-
gate compensation paid to said employee by all said employers with
respect to such calendar month, and each employer other than a sub-
ordinate unit of a national railway-labor-organization employer shall
be liable for that proportion of the contribution with respect to such
compensation paid by all such employers which the compensation paid
by him after December 31, 1946, to the emplovee for services during
any calendar month after 1946 bear to the total compensation paid
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by all such employers after December 31, 1946, to such employee for
services rendered during such month; and in the event that the com-
pensation so paid by such employers to the employee for services ren-
dered during such month is less than $300 if such month is before
July 1, 1954, or less than $350 if such month is after June 30, 1950,
and before June 1, 1959, or less than $400 if such month is after May 31,
1959, each subordinate unit of a national railway-labor-organization
employer shall be liable for such proportion of any additional con-
tribution as the compensation paid by such employer after December
31, 1946, to such employee for services rendered during such month
bears to the total compensation paid by all such employers after
December 31, 1946, to such employee for services rendered during
such month:

1. With respect to compensation paid prior to January 1, 1948, the
rate shall be 3 per centum :

2. With respect to compensation paid after the month in which this
Act was amended in 1959, the the rate shall be as follows:

The rate with re-
spect to compen-
sation paid dur-

If the balance to the credit of the railroad unemployment insurance ing the next suc-
account as of the close of business on September 30 of any year, as ceeding calendar

determined by the Board, is: year shall be;

Percent

$450,000,000 or MOTe_ . 11,

$400,000,000 or more but less than $450,000000__________________ 2

$350,000,000 or more but less than $400,000,000___________________ 21,

$300,000,000 or more but less than $350,000,000___ ________________ 3

TLess than $£300,000,000_ . . . 4
$300,000,000 or MOre_ _ o e 0.9
$200,000,000 or more but less than $300,000,000. . __ _______________. 4.0
$100,000,000 or more but less than $200,000,000_____ _ _______ __________ 5.5
$50,000,000 or more but less than $100,000,000_ . . _____ 7.0
Less than $50,000,000___ _ __ o 8.0

As soon as practicable following the enactment of this Act, th
Board shall determine and proclaim the balance to the credit of the
account as of the close of husiness on September 30, 1947, and on or
before December 31 of 1948 and of each succeeding year, the Board
shall determine and proclaim the balance to the credit of the account
as of the close of business on September 30, of such year; and in deter-
mining such balance as of September 30 of any year, the balance to
the credit of the railroad unemployment insurance administration
fund as of the close of business on such date shall be deemed to be a
part of the balance to the credit of such account.

(b) Each employee representative shall [pay, with respect to his
income, a contrihution eoual to 4 per centum of so much of the com-
pensation of such employee representative as is not in excess of $300
for any calendar month, paid to him for services performed as an
employee representative after June 30, 1939, and before July 1, 1954,
and as is not in excess of $350 paid to him for services rendered as
an emplovee represontative in anv calendar month after June 30, 1954,
and before June 1, 1959, and as is not in excess of $400 paid to him for
services rendered as an employee representative in any calendar month
after Mav 31,1959 navr @ contribution with resmect to so much of the
compensation paid to him for services performed as an employee repre-
sentative during any month after December 1975 as is. not, for any
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such calendar month, in excess of 8400, at the rate applicable to em-
ployers in accordance with subsection (a) of this section. The com-
pensation of an employee representative and the contribution with
respect thereto shall be determined in the same manner and with
the same effect as if the employee organization by which such em-
ployee representative is employed were an employer as defined in this
Act.
RATLROAD UNEMPLOYMENT INSURANCE ACCOUNT

SEc. 10. (a) The Secretary of the Treasury shall maintain in the
unemployment trust fund established pursuant to section 904 of the
Social Security Act an account to be known as the railroad unemploy-
ment insurance account. This account shall consist of (i) such part
of all contributions collected pursuant to section 8 of this Act as is
in excess of [0.25] 0.5 per centum of the total compensation on which
such contributions are based, together with all interest collected pur-
suant to section 8(g) of this Act; (ii) all amounts transferred or paid
into the account pursuant to section 13 or section 14 of this Act [and
pursuant to subsection (h) of thissection]; (iii) all additional amounts
appropriated to the account in accordance with any provision of this
Act or with any provision of law now or hereafter adopted; (iv) a
proportionate part of the earnings of the unemployment trust fund,
computed in accordance with the provisions of section 904(e) of the
Social Security Act; (v) all amounts realized in recoveries for over-
payments or erroneous payments of benefits; (vi) all amounts trans-
ferred thereto pursuant to section 11 of this Act; (vii) all fines or
penalties collected pursuant to the provisions of this Act; and (viii)
all amounts credited thereto pursnant to section 2(f) or section 12(g)
of this Act. Notwithstanding any other provision of law, all moneys
credited to the account shall be mingled and undivided, and are hereby
permanently appropriated to the Board to be continuously available
to the Board without further appropriation, for the payment of bene-
fits and refunds under this Act, and no part thereof shall lapse at any
time, or be carried to the surplus fund or any other fund.

RAILROAL UNEMPLOYMENT INSURANCE ADMINISTRATION FUND

Sec. 11. (a) The Secretary of the Treasury shall maintain in the
unemployment trust fund established pursuant to section 904 of the
Social Security Act an account to be known as the railroad unemploy-
ment insurance administration fund. This unemployment insurance
administration fund shall consist of (i) such part of all contributions
collected pursuant to section 8 of this Act as equals [0.25] 0.6 per cen-
tum of the total compensation on which such contributions are based ;
(ii) all amounts advanced to the fund by the Secretary of the Treas-
ury pursuant to this section; (iii) all amounts appropriated by sub-
section (b) of this section; and (iv) such additional amounts as Con-
gress may appropriate for expenses necessary or incidental to
administering this Act. Such additional amounts are hereby author-
ized to be appropriated.

* * * * ® * *
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SectioN 15 or THE RAILROAD RerreseNT Act oF 1974

RAILROAD RETIREMENT ACCOUNT

SEc. 15. (a) The Railroad Retirement Account established by sec-
tion 15(a) of the Railroad Retirement Act of 1937 shall continue to
be maintained in the Treasury of the United States. There is hereby
[authorized to be] appropriated to such Account. for each fiscal year,
beginning with the fiscal year ending June 30, 1975, to provide for the
payment of benefits to be made from such Account in accordance with
the provisions of section 7(c)(1) of this Act, and to provide for
expenses necessary for the Board in the administration of all pro-
visions of this Act. an amount equal to amounts covered into the
Treasury (minus refunds) during each fiscal year under the Rail-
road Retirement Tax Act, except those portions of the amounts cov-
ered into the Treasury under sections 3211(b), 3221(c), and 3221(d)
of such Tax Act as are necessary to provide sufficient funds to meet
the obligation to pay supplemental annuities at the level provided
under section 3(e) of this Act and, with respect to those entitled to
supplemental annuities under section 205(a) of title IT of this Act,
at the level Frovided under section 205 (a). The Board is directed to
determine what portion of the taxes collected under sections 3211 (b),
3221(c), and 3221(d) of the Railroad Retirement Tax Act is to be
credited to the Railroad Retirement Account pursuant to the pre-
ceding provisions of this subsection and what portion of such taxes
is to be credited to the Railroad Retirement Supplemental Account
pursuant to the provisions of subsection (c) of this section. The Board
shall make such a determination with respect to each calendar quarter
commencing with the quarter beginning January 1, 1975, shall make
cach such determination not later than fifteen days before each cal-
endar quarter, and shall, as soon as practicable after each such deter-
mination, advise the Secretary of the Treasury of the determination
made. The Secretary of the Treasury shall eredit the amounts covered
into the Treasury under sections 3211(b}, 3221(c), and 8221(d) of
the Railroad Retirement Tax Act to the Railroad Retirement Account
and the Railroad Retirement Supplemental Account in such propor-
tions as is determined by the Board pursuant to the provisions of this
subsection.

(b) In addition to the amount [authorized to beJ appropriated in
subsection (a) of this section, there is hereby authorized to be appro-
priated to the Railroad Retirement Aceount for each fiscal year, begin-
ning with the fiscal year ending June 30, 1975, such amount as the
Board determines to be necessary to meet (A) the additional costs.
resul ing from the crediting of military service under this Act, of
benefits payable under section 2 of this Act, but only to the =xtent
that such Account is not reimbursed for such costs under section {c)
(2), (B) the additional administrative expenses resulting from the
crediting of military service nnder this Act, and (C) any loss in
interest to such Account resulting from the payment of additional
benefits based on military service credited under this Act: Provided,
however, That, in determining the amount to be appropriated to the
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Railroad Retirement Account for any fiscal year pursuant to the
provisions of this subsection, there shall not be considered any costs
resulting from the crediting of military service under this Act for
which appropriations to such Acccunt have already been made pursu-
ant to section 4(1) of the Railroad Retirement Act of 1937. Any
determination as to loss in interest to the Railroad Retirenient Account
pursuant to clause (C) of the first sentence of this subsection shall
{ake into account interest from the date each annuity based, in part,
on military service began to accrue or was increased to the date or
dates on which the amount appropriated is credited to the Account.
The cost resulting from the payment of additional benefits under this
Act based en mi%itary service determined pursuant to the preceding
provisions of this subsection shall be adjusted by applying thereto the
ratio of the total net level cost of all benefits under this Act to the
portion of such net level cost remaining after the exclusion of adminis-
trative expenses and interest charges on the unfunded accrued liability
as de‘ermined under the last completed actuarial valnaticn pursuant
to the provisions of subsection (g) of this section. At the close of the
fiscal year ending June 30, 1975, and each fiscal year thereafter, the
Board shall, as promptly as practicable, determine the amount to be
appropriated to the Account pursuant to the provisiens of this subsec-
tion, and shall certify such amount to the Secretary of the Treasury
for transfer from the general fund in the Treasury to the Railroad
Retirement Account. When authorized by an appropriation Act, the
Secretary of the Treasury shall transfer to the Railrcad Retirement
Account from the general fund in the Treasury such amounts as, from
time to time, may be determined by the Board pursuant to the provi-
sions of this subsection and certified by the Board for transfer to such
Account. In any determination made pursuant to secticn 7(c)(2) of
this Act, no further charges shall be made against the Trust Funds
established by title IT of the Social Security Act for military service
rendered before January 1, 1957, and with respect to which appropria-
tions authorized by clause (2) of the first sentence of section 4(1) of
the Railroad Retirement Act of 1937 shall have been credited to the
Railroad Retirement Account, but the additional benefit payments
incurred by such Trust Funds by reason, of such military service shall
be taken in account in making any such determination,

(¢) The Railroad Retirement Supplemental Account established
by section 15(b) of the Railroad Retirement Act of 1937 shall con-
tinue to be maintained in the Treasury of the United States. There
is hereby [authorized to be] appropriated to such account for each
fiscal year, beginning with the fiscal year ending June 30, 1975, out
of any moneys in the Treasury not otherwise appropriated,to provide
for the payment of supplemental annuities under section 2(b) of
this Act, and to provide for the expenses necessary for the Board in
the administration of the payment of such supplemental annuities, an
amount equal to such portions of the amounts covered into the Treas-
ury (minus refunds) during each fiscal year under sections 3211(b),
3221 (c), and 3221(d) of the Railroad Retirement Tax Act as are not
appropriated to the Railroad Retirement Account pursuant to the
provisions of subsection (a) of this section.

-
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(d) There is hereby authorized to be appropriated to the Railroad
Retirement Account for each fiscal year, beginning with the fiscal year
ending June 30 1976, such sums as the Board determines to be neces-
sary on a level basis to pay before the end of fiscal year 2000 the total
of (A) the amounts of the annuities paid and to be paid after 1974
pursuant to the provisions of sections 3(h), 4(e), and 4(h) of this
Act and pursuant to the provisions of sections 204 (a) (3), 204(a) (4),
206(8), and 207(3) of title IT of this Act, plus (B) any loss in inter-
est to such Account resulting from the payment of such amounts
reduced by (C) such amount as the Board determines, on an estimated
basis, is equal to the excess of (i) the interest which such account will
actually earn in the fiscal years 1976 through 2000 over (ii) the inter-
est. which such account would have earned in such fiscal years if the
provisions of subsection {e) of this section were identical to the pro-
visions of section 15{c¢) of the Railroad Retirement Act of 1937. The
Board shall, at the time of each actuarial valuation made prior to the
fiscal year 2000 pursuant to the provisions of subsection (g) of this
section re-evaluate the amount determined under the preceding sen-
tence for the purpose of determining the amounts to be appropriated
thereunder.

(e) At the request and direction of the Board, it shall be the duty
of the Secretary of the Treasury (hereinafter referred to as the “Sec-
retary”) to invest such portion of the amounts credited to the Rail-
road Retirement Account and the Railroad Reétirement Supplemental
Account as, in the judgement of the Board, is not immediately required
for the payment of annuities, supplemental annuities, and death bene-
fits, Such investments may be made only in interest-bearing obliga-
tions of the United States or in obligations guaranteed as to both
principal and interest by the United States. For such purpose such
obligations may be acquired (A) on original issue at the issue price;
or (B) by purchase of outstanding obligations at the market price.
The purposes for which obligations of the United States may be issued
under the Second Liberty Bond Act, as amended, are hereby extended
to authorize the issuance at par of special obligations exclusively to
the accounts. Such obligations issued for purchase by the accounts shall
have maturities fixed with due wegard for the needs of the accounts,
and shall bear interest at a rate equal to the average market yield,
computed as of the end of the calendar month next preceding the date
of such issue, borne by all marketable interest-bearing notes of the
United States then forming a part of the public debt that are not due
or callable until after the expiration of three years from the end of
such calendar month, except that where such rate is not a multiple of
one-eighth of 1 per centum, the rate of interest on such obligations
shall be the multiple of one-eighth of 1 per centum nearest such rate:
Provided, That the rate of interest on such obligations shall in no case
be less than 3 per centum per annum. At the request of the Board the
Secretary shall purchase other interest-bearing obligations of the
United States, or obligations guaranteed as to both principal and
interest by the United States, or other obligations which are lawful
mvestments for trust funds of the United States, on original issue or
at the market price: Provided, That the interest yield of such obliga-
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tions shall not be less than the interest rate determined in accordance
with the preceding sentence. At the request of the Board, the Secretary
shall sell at the market price such obligations in the accounts (other
than special obligations issued exclusively to the accounts) as the
Board designates. The Board shall from time to time request the Sec-
retary to redeem such special obligations issued exclusively to the ac-
counts as the Board designates and upon such request the Secretary
shall redeem such obligations at par plus accrued interest. All requests
of the Board to the Secretary, provided for in this subsection, shall be
mandatory upon the Secretary. It shall be the duty of the Board to
determine at all times what proportion of the accounts shall be invested
in other than special obligations issued to the accounts and further to
determine which of such obligations available to the accounts con-
sistent with the foregoing requirements will provide the greatest rate
of return on the funds invested.

(f) The Board is hereby authorized and directed to select two
actuaries, one from recommendations made by representatives of em-
ployees and the other from recommendations made by representatives
of employers as defined in paragraph (i) of section 1(a) (1) of this
Act. These actuaries, along with a third who shall be designated by
the Secretary of the Treasury, shall be known as the Actuarial Ad-
visory Committee with respect to the Railroad Retirement Account.
The actuaries so selected shall hold membership in the American
Academy of Actuaries and shall be qualified in the evaluation of pen-
sion plans: Provided, however, That these requirements shall not
apply to any actuary who served as a member of the Committee prior
to January 1, 1975. The Committee shall examine the actuarial reports
and estimates made by the Board and shall have authority to recom-
mend to the Board such changes in actuarial methods as they may
deem necessary. The compensation of the members of the Committee,
exclusive of the member designated by the Secretary, shall be fixed
by the Board on a per diem basis.

(g) The Board shall include in its annual report a statement of
the status and the operations of the Railroad Retirement and Railroad
Retirement Supplemental Accounts. At intervals not longer than three
vears the Board shall make an estimate of the liabilities created by
this Act and shall include such estimate in its annual report.

() There are herebu authorized to be annropriated from time to
time such sums as may be necessary to provide for the expenses of the
Board in administering the provisions of this Act.

SecTioN 204 or PusLic Law 93-445

AN ACT To amend the Railroad Retirement Act of 1937 to revise the retirement
system for employees of employers covered thereunder, and for other purposes

%* * * * * * *

Sec. 204, (a) Every individual who was entitled to an annuity
under section 2(a)l, 2(a)2, 2(a)3, 2(a)4, or 2(a)5 of the Railroad
Retirement Act of 1937 for the month of December 1974, or who
would have been entitled to such an annuity for such month except
for the provisions of section 2(d) of such Act, and who would have
been entitled to such an annuity for the month of January 1975, if
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this Act had not been enacted, shall be entitled to an annuity under
paragraph (1), (ii), (iii), (iv),or (v), respectively, of section 2(a) (1)
of the Railroad Retirement Act of 1974, beginning January 1, 1975:
Provided, however, That if an individual who was entitled to an
annuity under section 2(a)4 or 2(a)5 of the Railroad Retirement Act
of 1974 is age 65 or older, on January 1, 1975, such individual shall
be entitled to an annuity under paragraph (i) of section 2(a) (1) of
the Railroad Retirement Act of 1974. For purposes of this subsection—

(1) that portion of the individual’s annuity as is provided
under section 3(a) of the Railroad Retirement Act of 1974 shall
initially be in an amount equal to the amount determined under
clause (1) of section 3(a)(6) of the Railroad Retirement Act of
1937 for the purpose of computing the last increase in the amount
of such individual’s annuity as computed under the provisions of
section 3(a), and that part of section 3(e) which preceded the
first proviso, of the Railroad Retirement Act of 1937, less the
amount of any monthly insurance benefit to which such individual
is actually entitled (before any deductions on account of work)
under the Social Security Act;

(2) that portion of the individual’s annuity as is provided
under section 3(b) (1) of the Railroad Retirement Act of 1974
shall be in an amount, if any, equal to the amount by which (A)
his annuity under section 2(a) of the Railroad Retirement Act of
1937 for the month of December 1974 (before any reduction on
account of age and without regard to section 2(d) of such Act)
exceeds (B) (1), if such individual is entitled to an annuity amount
provided under paragraph (3) of this subsection, the amount of
the annuity which would have been provided such individual
under paragraph (1) of this subsection (before any reduction
due to such individual’s entitlement to a monthly insurance benefit
under the Social Security Act) for the month of January 1975 if
he had no wages or self-employment income under the Social Se-
curity Act other than wages derived from service as an employee
under the Railroad Retirement Act of 1974 after December 31,
1936, and before January 1, 1975, or (ii), if such individual is not
entitled to an annuity amount provided under paragraph (3) of
this subsection, the amount of his annuity provided under para-
graph (1) of this subsection (before any reduction due to such
individual’s entitlement to a monthly insurance benefit under the
Social Sernritv Act) for the month of January 1975: Provided,
however, That if the annuity of any individual under the Railroad
Retirement Act of 1937 for the month of December 1974 was
computed under the first proviso of section 3(e) of such Act, the
annuity of such individual for purposes of clause (A) of this para-
graph shall be the annuity which such individual would have
received under such Act for the month of December 1974, if no
other person had been included in the computation of the annuity
of such individual ; and

(3) if the individual was entitled to an old-age insurance
benefit or a disability insurance benefit under the Social Security
Act on December 31, 1974, or was fully insured under that Act
on that date, the annuity amounts provided under paragraphs (1)
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and (2) of this subsection shall be increased by an amount deter-
mined under the provisions of section 3(b) (1) of the Railroad
Retirement Act of 1974 : Provided, however, That if the individual
was entitled to an old-age insnrance benefit or a disability insur-
ance benefit under the Social Security Act on December 31, 1974,
such amount shall not be less nor more than an amount which
would cause the total of the annuity amounts provided the
individual by the provisions of this subsection for the month of
January 1975 to equal the total of the annuity under the Railroad
Retirement Act of 1937 (prior to any reduction on account of age
and without regard to section 2(d) of that Act) plus the old-age
or disability insurance benefit under the Social Security Act
(before any reduction on account of age and deductions on account
of work, which such individual would have received for such
month if this Act had not been enacted.

(4) if the individual was entitled to a wife’s, husband’s,
widow’s or widower’s insnrance benefit under the Social Security
Act on December 31, 1974, or is the wife, husband, widow, or
widower of a person who was fully insured under that Act on
that date, the annuity amounts provided under paragraphs (1)
and (2) of this subsection shall be increased by an amount deter-
mined under the provisions of section 3(h)(3) of the Railroad
Retirement Act of 1974.

{b) An individual who was awarded an annuity under section 2(a)
of the Railroad Retirement Act of 1937, but who could not have become
eligible for an annuity under paragraph 2 of such gection, shall not be
eligible for an annuity under paragraph (ii) of section 2(a) (1) of
the Railroad Retirement Act of 1974.

() Amnindividual who was awarded an annity wnder section 2(a)
of the Railroad Retirement Act of 1937 shall not be entitled to an
annuity amount computed wnder the provisions of section 3(¢) of
the Railroad Retirement Act of 1974: Provided, however, That the
provisions of this subsection sholl not be applicable (i) to an indi-
vidual who will have renderved at least twelve months of service as an
employee to an employer (os defined in the Railroad Retirement Act
of 197}) after December 31, 1974, or (%) to an individual who was
awarded an anrwity under section 2(a)} or 2(a)5 of the Railroad Re-
tirement Aot of 1937 and who recovered from disability and_returned

to the service of an employer (as defined in the Railroad Retirement

Act of 1974) after December 31, 1974,

INTERNAL REVENUE CODE OF 1954
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(a) * * *
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(b) SeLr-Emprovyment Incomb—The term “self-employment in-
come” means the net earnings from self-employment derived by an
individual (other than a nonresident alien individual) during any tax-
able year ; except that such term shall not include—
(1) that part of the net earnings from self-employment which
is in excess of—

(A) forany taxable year ending prior to 1955, (i) $3,600,
minus (ii) the amount of the wages paid to such individual
during the taxable year; and

(B) for any taxable year ending after 1954 and before
1959, (1) $4,200, minus (ii) the amount of the wages paid
to such individual during the taxable year; and

(C) for any taxable year ending after 1958 and before
1966, (1) $4,800, minus (ii) the amount of the wages paid
to such individual during the taxable year; and

(D) for any taxable year ending after 1965 and before
1968, (i) $6,600, minus (ii) the amount of wages paid to
such individual during the taxable year; and
(E) for any taxable year ending after 1967 and beginning
before 1972, (1) $7,800, minus (ii) the amount of the wages
paid to such individual during the taxable year; and

(F) for any taxable year beginning after 1971 and before
1973, (i) $9.000, minus (ii) the amount of the wages paid
to such individual during the taxable year; and

(G) for any taxable year beginning after 1972 and before
1974, (1) %10,800, minus (ii) the amount of wages paid to
such individual during the taxable year; and

(H) for any taxable year beginning after 1973 and before
1975, (i) $13,200, minus (ii) the amount of the wages paid
to such individual during the taxable year; and

(Id for anv taxable year beginning in any calendar year
after 1974, (i) an amount equal to the contribution and bene-
fit base (as determined under section 230 of the Social Secur-
ity Aet*) which is effective for such calendar year, minus (ii)
the amount of the wages paid to such individual during such
taxable year; or )

(2) the net earnings from self-employment, if such net earnings

for the taxable vear are less than $400.

For purposes of clause (1), the term “wages” (A) includes such
remuneration paid to an employee for services included under an agree-
ment entered into pursuant to the provisions of section 218 of the
Social Security Act (relating to coverage of State employees), or
under an agreement entered into pursuant to the provisions of section
3121 (1) (relating to coverage of citizens of the United States who
are employees of foreign subsidiaries of domestic corporations), as
would be wages under section 3121 (a) if such serviee constituted em-
ployment under section 8121 (b), and (B) includes [, but solely with
respect. to the tax imposed by section 1401(b),J compensation which

-is subject to the tax imposed by section 3201 or 3211, An individual

who is not a citizen of the United States but who is a resident of the
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Commonwealth of Puerto Rico, the Virgin Islands, Guam, or American
Samoa shall not, for purposes of this chapter be considered to be a
- nonresident alien individual. ‘

‘ * * * * * % ES

Cuarrer 22—Ratiroap ReriremMexT Tax Acr
® # * * * * %

Subchapter D—General Provisions

* * * * * * *

SEC. 3231. DEFINITIONS.

(a)***
* * * # * * *

(e) CompexsatioN.—For purposes of this chapter—

(1) The term “compensation” means any form of money remunera-
tion earned by an individual for services rendered as an employee to
one or more employers, or as an employee representative, including
remuneration paid for time lost as an employee, but remuneration paid
for time lost shall be deemed earned in the month in which such time
is lost. Such term does not include tips (except as is provided under
paragraph (3)), or the voluntary payment by an employer, without
deduction from the remuneration of the employee, of the tax imposed
on such employee by section 3201. Such term does not include remuner-
ation for service which is performed by a nonresident alien individual
for the period he is temporarily present in the United States as a non-
immigrant under subparagraph (¥) or (J) of section 101(a) (15) of
the Immigration and Nationality Act, as amended, and which is per-
formed to carry out the purpose specified in subparagraph (F) or (J),
as the case may be. Compensation which is earned during the period
for which the Secretary or his delegate shall require a return of taxes
under this chapter to be made and which is payable during the calen-
dar month following such period shall be deemed to have been paid
during such period only. For the purpose of determining the amount
of taxes under sections 3201 and 3221, compensation earned in the
service of a local lodge or division of a railway-labor-organization
employer shall be disregarded with respect to any calendar month if
the amount thereof is less than [$3] $25. Compensation for service as
a delegate to a national or international convention of a railway labor
organization defined as an “employer” in subsection (a) of this section
shall be disregarded for purposes of determining the amount of taxes
due pursuant to this chapter if the individual rendering such service
has not previously rendered service, other than as such a delegate,
which may be included in his “years of service” for purposes of the
Railroad Retirement Act.

(2) A payment made by an employer to an individual through the
employer’s payroll shall be presumed, in the absence of evidence to the
contrary, to be compensation for service rendered by such individual

~
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as an employee of the employer in the period with respect to which the
payment is made. An employee shall be deemed to be paid “for time
tost” the amount he is paid by an employer with respect to an identifi-
able period of absence from the active service of the employer, includ-
ing absence on account of personal injury, and the amount he is paid
by the employer for loss of earnings resulting from his displacement
to a less remunerative position or occupation. If a payment is made by
an employer with respect to a personal injury and includes pay for
time lost, the total payment shall be deemed to be paid for time lost
unless, at the time of payment, a part of such payment is specifically
apportioned to factors other than time lost, in which event only such

- part of the payment as is not so apportioned shall be deemed to be

paid for time lost,

(3) Solely for purposes of the tax imposed by section 3201 and other
provisions of this chapter insofar as they relate to such tax, the term
“compensation” also includes cash tips received by an employer unless

the amount of such cash tips is less than $20.
* *

#* # * ¥ *

O
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Rinety-fourth Congress of the Wnited States of America

AT THE FIRST SESSION

Begun and held at the City of Washington on Tuesday, the fourteenth day of January;
one thousand nine hundred and seventy-five

aAn Act

To amend the Railroad Unemployment Insurance Act to increase unemployment
and sickness benefits, and for other purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled,

TITLE I—RAILROAD UNEMPLOYMENT INSURANCE ACT
AMENDMENTS

Secrion 1. (a) Section 1(h) of the Railroad Unemployment Insur-
ance Act is amended—

(1) by inserting “for a ‘period of continuing sickness’ (as
defined 1n section 2(a) of this Act)” immediately after the words
“a statement of sickness” each time those words appear in the
second Earagraph thereof ; and

(2) by striking out from the second paragraph “and ends with
the thirteenth day thereafter” and inserting in lieu thereof “and
ends with whichever is the earlier of (i) the thirteenth day there-
after, or (ii) the day immediately preceding the day with respect
to which a statement of sickness for a new ‘period of continuing
?)iec}]lml(}ss’ (as defined in section 2(a) of this Act) is filed in his

alf”.

(b) Section 1(k) of such Act is amended by striking out “$3” from
the second sentence and inserting in lieu thereof “$10”.

(c) Section 2{a) af such Act 18 amended— -

(1) by striking out the first paragraph and inserting in lieu
thereof the following:

“(a) Benefits shall be payable to any qualified employee for each
day of unemployment in excess of four during any registration period :
Provided, however, That notwithstanding the provisions of section
1(h) of this Act, in any case in which the Board finds that his unem-
ployment was due to a stoppage of work because of a strike in the
establishment, premises, or enterprise at which he was last employed,
other than a strike subject to the disqualification in section 4 (a~2) (1ii),
none of the first seven days of unemployment due to such stoppage of
work shall be included in any registration period; and subject to the
registration provisions of section 1(h), so many of the ensuing seven
consecutive calendar days during which his unemployment continues to
be caused by such stoppage of work shall constitute a registration
period, during which benefits shall be payable for each day of unem-
ployment. Benefits shall be payable to any qualified employee for each
day of sickness after the fourtﬁ consecutive day of sickness in a period
of continuing sickness, but excluding four days of sickness in any regis-
tration period. A period of continuing sickness means (i) a periofl:f
consecutive days of sickness, whether from one or more causes, or (ii)
a period of successive days of sickness due to a single cause without
interruption of more than ninety consecutive days which are not days
of sickness.”; and
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(2) by striking out the second paragraph and inserting in lieu
thereof the following:

“The daily benefit rate with respect to any such employee for such

.day of unemployment or sickness shall be in an amount equal to 60
per centum of the daily rate of compensation for the employee’s last
employment in which he engaged for an employer in the base year,
but not less than $12.70: Provided, howewver, ’f"hat for registration
periods beginning after June 30, 1975, but before July 1, 1976, such
amount shall not exceed $24 per day of such unemployment or sick-
ness and that for registration periods beginning after June 30, 1976,
such amount shall not exceed $25 per day of such unemployment or
sickness. The daily rate of compensation referred to in this paragraph
shall be determined by the Board on the basis of information furnished
to the Board by the employee, his employer, or both.”.

(d) Section 2(c) of such Act is amended—

(1) by inserting “except that notwithstanding the provisions
of section 1(i) of this Act, in determining the employee’s com-
pensation in the base year for purposes o% this proviso and the
second proviso of this subsection, any money remuneration paid to
the employee for services rendered as an employee not in excess
of $775 in any month shall be taken into account” immediately
before the colon at the end of the first proviso; and

(2) by inserting immediately after the colon at the end of the
first proviso the following : “Provided further, That, with respect
to an employee who has less than ten years of service as defined in
section 1(f) of the Railroad Retirement Act of 1974, who did not
voluntarily retire and did not voluntarily leave work without good
cause, and who had current rights to normal benefits for days of
unemployment in a benefit year but has exhausted such rights,
the maximum number of days of, and amount of payment for,
unemployment within such benefit year (as extended by the pro-
visions of subsection (h) of this section) for which benefits ma
be patd shall be enlarged, but not by more tharr ¥ ey-Hve .
include all compensable days of unemployment within an extended
benefit period determined pursuant to the provisions of subsection
(h) of this section, but the total amount of benefits which may be
paid to an employee for days of unemployment within such
extended benefit period shall in no case exceed 50 per centum of
the employee’s compensation in the base year:”.

(e) Section 2 of such Act is further amended by adding at the end
thereof the following new subsection : ;

“(h) (1) For purposes of the second proviso of subsection (c¢) of this
section, an extended benefit period, with respect to an employee, shall
begin on the first day of unemployment within a period of high unem-
ployment following the day on which the employee exhausted his then
current rights to normal benefits for unemployment and shall continue
for seven successive fourteen-day periods (each of which periods shall
constitute a registration period). If the general benefit year in which
an employee’s extended benefit period began ends within such extended
benefit period, such benefit year shall, in the case of such employee, be
deemed not to be ended until the last day of the extended benefit
period. If an employee unemployed within a period of high unemploy-
ment is uot a ‘qualified employee’ for the general benefit year then
current but was a ‘qualified employee’ for the preceding general bene-
fit year, such preceding general benefit year shall, for purposes of the
second proviso of subsection (¢) of this section, in the case of such
employee, be deemed not to be ended until the last day of such
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employee’s extended benefit period determined pursuant to the pro-
visions of this subsection.

“(2) For purposes of subdivision (1) of this subsection, a ‘period
of high unemployment’ shall begin with the twentieth day after which-
ever of the following first occurs: (A) there is a national ‘on’ indicator
as defined in section 203(d) of Public Law 91-373, as amended, or
(B) a period of three consecutive calendar months in which, for each
month included in such period, the rate of railroad unemployment
(seasonally adjusted) equalled or exceeded the lowest applicable
unemployment rate specified for the national ‘on’ indicator in section
203(d) of Public Law 91-373, as amended, and shall end with the
twentieth day after both of the following occur: (A) there is a
national ‘off’ indicator as defined in section 203(d) of Public Law
91-373, as amended, and (B) a period of three consecutive calendar
months, in which, for each month included in such period, the rate of
railroad unemployment (seasonally adjusted) was less than the lowest
applicable unemployment rate specified for the national ‘off’ indicator
in section 203(d) of Public Law 91-378, as amended.

“(8) For purposes of subdivision (2) of this subsection, the term
‘rate of railroad unemployment’ for a month means the percentage
arrived at by dividing (A) the average weekly number of individuals
who filed bona fide claims for benefits for days of unemployment in
such month, excluding from such number those individuals whose
unemployment was due to a stoppage of work because of a strike, lock-
out, or other labor dispute, by (B) the average midmonth count of
employees of class I railroads and class I switching and terminal com-
panies, as reported to the Interstate Commerce Commission, adjusted,
as determined by the Board, to include all employees covered by this
Act for the twelve months ending with the second calendar quarter
preceding such month.

“(4) Determinations under this subsection shall be made by the
Board in accordance with regulationspresssibed by it. When a deter-
mination has been made that a ‘period of high unemployment’ is
beginning or ending, the Board shall cause notice of such determination
to be published in the Federal Register. The Board shall also cause
to be published in the Federal Register the formula which it uses to
adjust the mid-month count of employees of class I railroads and class
T switching and terminal companies to include all employees covered
by this Act, and the formula it uses to make seasonal adjustments
in the rate of railroad unemployment.”. o

(f) Section 8 of such Act is amended by striking out “seven” and
inserting in lieu thereof “five”. LY

(2) Section 8(a) of such Act is amended by striking out the last
five lines in the table contained therein and inserting in lieu thereof
the following:

#$300,000,000 or more 0.5
$200.000.000 or more but less than $300,000,000 4.0
$100.000,000 or more but less than $200,000,000. ?(5)

$50,000,000 or more but less than $100,000,000 0
Less than $50,000,000. 8.0”.

(h) Section 8(b) of such Act is amended by striking out the first
sentence thereof and inserting in lieu thereof the following: “Each
employee representative shall pay a contribution with respect to so
much of the compensation paid to him for services performed as an
employee representative during any month after December 1975 as
is not, for any such calendar month, in excess of $400, at the rate
applicable to employers in accordance with subsection (a) of this
section.”.
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(i) Section 10(a) of such Act isamended—

(1) by striking out “0.25” from clause (i) and inserting in lieu
thereof “0.5” ; an

(2) by striking out “and pursuant to subsection (h) of this
section” from clause (ii).

(j) Section 11(a) of such Act is amended by striking out “0.25”
from clause (i) and inserting in lieu thereof “0.5”.

Skc. 2. (a) The amendment made by section 1(a) of this Aect shall
be effective with respect to days of sickness in registration periods
beginning after June 30,1975.

(b) The amendment with respect to qualifying conditions made
by section 1(f) shall be effective for services rendered after Decem-
ber 31,1973.

(¢) The amendments made by sections 1(b), 1(c), and 1(d) (1) of
this Act shall be effective with respect to days of unemployment and
days of sickness in registration periods beginning after June 30, 1975:
Provided, however, That the amount of benefits paid for days of unem-
ployment or days of sickness in a registration period beginning after
June 30, 1975, and prior to the date of enactment of this Aect shall, if
paid to an employee who is covered by a nongovernmental plan for
unemployment or sickness insurance and who has been paid benefits
under such plan for one or more days within the registration period, be
reduced by the amount, if any, by which the benefits paid to him under
the nongovernmental plan would have been reduced if this Act had
been enacted prior to July 1, 1975, so that the employee will receive
the full amount of the combined benefits that he would have received
under the Railroad Unemployment Insurance Act and the nongovern-
mental plan if the benefit increases provided by this Act had been
enacted prior to said date. The amount of each such reduction in the
benefits paid under the amendment made by section 1(c)(2) of this
Act shal{)be paid over by the Board to the insurer of the nongovern-
mental plan or to the employer if a self-insurer. Reductions in benefits
and prywents to insurers and employers hereunder shall be made on
claims filed with the Board by such insurers and employers within
thirty days after the date of enactment of this Act.

(d) The amendments made by sections 1(d) (2) and 1(e) of this
Act shall be effective with respect to days of unemployment in regis-
tration periods beginning after June 30, 1975.

(e) The amendments made by sections 1(g), 1(h), 1(i) (1), and
1(j) of this Aect shall be effective with respect to compensation paid
for services rendered after December 31, 1975.

(f) The amendment made by section 1(i) (2) of this Act shall be
effective on the date of enactment of this Act.

TITLE II—AMENDMENTS TO THE RAILROAD RETIRE-
MENT ACT OF 1974 AND THE RAILROAD RETIREMENT
TAX ACT :

Sec. 201. (a) Section 15(a) of the Railroad Retirement Act of
1974 is amended by striking out “authorized to be” in the second sen-
tence thereof.

(b) Section 15(b) of such Act is amended by striking out “author-
ized to be™ the first time it appears therein.

(¢) Section 15(c) of such Act is amended by striking out “author-
ized to be” in the second sentence thereof and by adding immediately
after “June 30, 1975,” the words “out of any moneys in the Treasury
not otherwise appropriated,”.
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d) Section 15 of such Act is further amended by inserting at the
end thereof the following new subsection :

“(h) There are hereby authorized to be appropriated from time to
time such sums as may be necessary to provide for the expenses of the
Board in administering the provisions of this Act.”

(e) The amendments made by this section shall be effective Janu-
ary 1, 1975.

Sec. 202. (a) Section 204 of the Act entitled “An Act to amend the
Railroad Retirement Act of 1937 to revise the retirement system for
employees of employers covered thereunder, and for other purposes”,
approved October 16, 1974 (88 Stat. 1352), is amended by adding at the
end thereof the following new subsection :

“(c) An individual who was awarded an annuity under section 2(a)
of the Railroad Retirement Act of 1937 shall not be entitled to an
annuity amount computed under the provisions of section 3(c) of the
Railroad Retirement Act of 1974 : Provided, however, That the provi-
sions of this subsection shall not be applicable (1) to an individual who
will have rendered at least twelve months of service as an employee to
an employer (as defined in the Railroad Retirement Act of 1974) after
December 31, 1974, or (ii) to an individual who was awarded an
annuity under section 2(a)4 or 2(a)5 of the Railroad Retirement Act
of 1937 and who recovered from disability and returned to the service
of an employer (as defined in the Railroad Retirement Act of 1974)
after December 31, 1974.”. -

(b) The amendment made by this section shall be effective Janu-
arg 1, 1975.

EC. 203. (a) Section 1402(b) of the Internal Revenue Code of 1954
is amended by striking out ¢, but solely with respect to the tax imposed
by section 1401(b),” from item (B) of the second sentence thereof.

(b) Section 3231(e) of the Internal Revenue Code of 1954 is
amended by striking out “$3” from the fifth sentence of paragraph (1)
and inserting in lieu th ) — -

(¢) The amendments made by this section shall be effective Jan-
uary 1, 1975, and shall apply only with respect to compensation paid
for services rendered on or after that date.

Speaker of the House of Representatives.

Vice President of the United States and
President of the Senate.
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August 1, 1975

Dear Mr. Director:

The following bills were received at the White
House on August lst:

Vv
H.R. 2559
H.R. 588&? *
H.R. 8564 ¥
H.R. 85977 0
H.R. 871k

Please let the President have reports and
recommendations a&s to the approval of these bills

as soon as possible.

Sincerely,

Robert D. Linder
Chief Executive Clerk

The Honorable James T. Lynn
Director
Office of Management and Budget

_Washington, D. C.
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