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§31.3221-2 Rates and computation of
employer tax.

(a) Rates—(1)(1) Tier 1 tax. The Tier 1
employer tax rate equals the sum of
the tax rates in effect under section
3111(a), relating to old-age, survivors,
and disability insurance, and section
3111(b), relating to hospital insurance.
The Tier 1 employer tax rate is applied
to compensation up to the contribution
base described in section
3231(e)(2)(B)(i). The contribution base is
determined under section 230 of the So-
cial Security Act and is identical to
the old-age, survivors, and disability
insurance wage base and the hospital
insurance wage base, respectively,
under the Federal Insurance Contribu-
tions Act.

(ii) Erxample. The rule in paragraph
(a)(1)(i) of this section is illustrated by
the following example.

Example. R’s employee, A, received com-
pensation of $60,000 in 1992. The section
3111(a) rate of 6.2 percent would be applied to
A’s compensation up to $55,500, the applica-
ble contribution base for 1992. The section
3111(b) rate of 1.45 percent would be applied
to the entire $60,000 of A’s compensation be-
cause the applicable contribution base for
1992 is $130,200.

(2)(i) Tier 2 tax. The Tier 2 employer
tax rate equals the percentage set forth
in section 3221(b) of the Internal Rev-
enue Code. This rate is applied up to
the contribution base described in sec-
tion 3231(e)(2)(B)(ii).

(ii) Example. The rule in paragraph
(a)(2)(1) of this section is illustrated by
the following example.

Example. R’s employee, A, received com-
pensation of $60,000 in 1992. The section
3221(b) rate of 16.10 percent would be applied
to A’s compensation up to $41,400, the appli-
cable contribution base for 1992.

3) Supplemental Annuity Tax. The
supplemental annuity tax for each
work-hour for which compensation is
paid by an employer for services ren-
dered during any calendar quarter by
employees is imposed at the tax rate
determined each calendar quarter by
the Railroad Retirement Board. See
also §31.3221-3.

(b)(1) Computation. The employer tax
is computed by multiplying the
amount of the compensation with re-
spect to which the employer tax is im-

§31.3221-3

posed by the rate applicable to such
compensation, as determined under
paragraph (a) of this section. The appli-
cable rate is the rate in effect at the
time the compensation is paid. For
rules relating to the time of payment,
see §31.3121(a)-2(a) and (b).

(2) Example. The rule in paragraph
(b)(1) of this section is illustrated by
the following example.

Example. In 1990, R’s employee A received
$1,000 as remuneration for services performed
for R in 1989. The employer tax is payable at
the rate of 23.75 percent (7.65 percent plus
16.10 percent) in effect for 1990 (the year the
compensation was received) and not the 23.61
percent rate (7.51 percent plus 16.10 percent)
in effect for 1989 (the year the services were
performed).
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§31.3221-3 Supplemental tax.

(a) Introduction—(1) In general. Sec-
tion 3221(c) imposes an excise tax on
every employer, as defined in section
3231(a) and §31.3231(a)-1, with respect to
individuals employed by the employer.
The tax is imposed for each work-hour
for which the employer pays compensa-
tion, as defined in section 3231(e) and
§31.3231(e)-1, for services rendered to
the employer during a calendar quar-
ter. This §31.3221-3 provides rules for
determining the number of taxable
work-hours.

(2) Overview. Paragraph (b) of this
section defines work-hours. Paragraph
(c) of this section demonstrates the
calculation of work-hours. Paragraph
(d) of this section offers a safe harbor
calculation of work-hours for use by
any employer in lieu of calculating the
number of work-hours for each em-
ployee.

(b) Definition of work-hours—(1) In
general. For purposes of section 3221(c)
and this section, work-hours are hours
for which the employee is com-
pensated, whether or not the employee
performs services.

(1) Payments included in work-hours.
Work-hours include regular time
worked; overtime; time paid for vaca-
tions and holidays; time allowed for
meals; away-from-home terminal time;
called and not used, runaround, and
deadheading time; time for attending
court, participating in investigations,
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