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that ends with the year in which his or 
her annuity begins. If the employee 
and spouse annuity amounts described 
in § 226.52 of this part are higher than 
the maximum from § 226.51 of this part, 
first the spouse tier II, then the supple-
mental annuity and, finally, the em-
ployee tier II are reduced until the 
total annuity amount is equal to the 
maximum or until the spouse tier II 
and the employee supplemental annu-
ity and tier II have been reduced to 
zero, whichever comes first. The reduc-
tion for the railroad retirement family 
maximum is first computed from the 
date the employee’s annuity begins. It 
is recomputed if the employee’s tier II 
rate is reduced for entitlement to a 
vested dual benefit. It is also recom-
puted if a workers’ compensation or 
other disability benefit begins or ends, 
or the employee’s tier I benefit or sup-
plemental annuity begins after the be-
ginning date of the regular employee 
annuity. Finally, it is recomputed if a 
spouse who was entitled to an annuity 
divorces the employee or the spouse 
annuity entitlement ends. 

§ 226.51 Maximum monthly amount. 
The railroad retirement family max-

imum is equal to an employee’s ‘‘final 
average monthly compensation’’ 
(FAMC) up to 1⁄2 of 1⁄12 of the annual 
maximum tier I earnings as shown in 
part 224 of this chapter in the year the 
annuity begins plus 80 percent of so 
much of his or her FAMC as exceeds 1⁄2 
of 1⁄12 of the tier I maximum in the year 
the annuity begins. For this purpose, 
the FAMC is determined by dividing 
the individual’s total earnings up to 
the tier II earnings limit as shown in 
part 211 of this chapter for the two 
highest-earnings years out of the last 
10 calendar years, including the year of 
retirement, by 24. The railroad retire-
ment maximum cannot be more than 
the FAMC and cannot be less than 
$1,200. 

Example: An employee’s annuity begins on 
December 2, 1982. He has yearly earnings 
that exceed the tier II annual maximum of 
$24,300 in 1982 and $22,200 in 1981. The FAMC 
is the sum of the tier II maximum for 1981 
and 1982 divided by 24 ($24,300 + $22,200÷24) or 
$1,937.50. The maximum which may be cred-
ited to a month for tier I in 1982 is $2,700. The 
family maximum is $1,350 (1⁄2 of 1⁄12 of the an-
nual tier I maximum) plus $470 (80% of the 

difference between $1,937.50 and $1,350) or 
$1,820. 

§ 226.52 Total annuity subject to max-
imum. 

The total annuity amount which is 
compared to the maximum monthly 
amount to determine if a reduction for 
the railroad retirement family max-
imum applies is determined by adding 
together the amounts in paragraphs (a) 
and (b) of this section. A hypothetical 
spouse annuity amount is included 
from the beginning date of the em-
ployee annuity if the spouse is not en-
titled to an annuity at the time the 
maximum calculation is made. 

(a) Employee annuity amounts. The 
following amounts are added to-
gether— 

(1) The employee tier I amount, effec-
tive on the date the employee’s tier I 
benefit begins or, if later, on the date a 
reduction for other disability benefits 
begins or ends, as shown in § 226.71 of 
this part. This amount is before any re-
duction for age or social security bene-
fits but after including any delayed re-
tirement credits, after any reduction 
for other disability benefits, and after 
rounding; and 

(2) The employee tier II rate before 
reduction for the railroad retirement 
family maximum, effective on the em-
ployee’s annuity beginning date and, if 
later, on the date the tier II is first re-
duced for a vested dual benefit, as 
shown in § 226.11 of this part; and 

(3) The initial supplemental annuity 
rate effective on the date the supple-
mental annuity begins, before any re-
duction for a private pension, as shown 
in part 227 of this chapter. 

(b) Spouse annuity amounts. The fol-
lowing amounts are added together— 

(1) The spouse tier I amount, which is 
or would be effective on the date the 
employee’s annuity or tier I benefit be-
gins, as shown in § 226.30. This amount 
is before any reduction for other dis-
ability benefits, age, or social security 
benefits, but after any reduction for a 
government pension or employee annu-
ity; and 

(2) The spouse tier II rate which is or 
would be effective on the employee’s 
annuity beginning date, the date the 
employee’s tier I benefit begins, or the 
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date the employee’s tier II rate is re-
duced for a vested dual benefit, as 
shown in § 226.11. This rate includes the 
restored amount but does not include 
any cost-of-living increase in the tier II 
original rate or restored amount. It is 
the rate before reduction for the rail-
road retirement family maximum or 
age minus any cost-of-living increases. 

Subpart E—Years of Service and 
Average Monthly Compensation 

§ 226.60 General. 
The years of service and average 

monthly compensation used in com-
puting an employee’s tier II annuity 
rate are based on the employee’s cred-
itable railroad service and compensa-
tion as described in parts 210 and 211 of 
this chapter. In computing the average 
monthly compensation, the compensa-
tion for each year cannot be higher 
than twelve times the tier II monthly 
maximum creditable for that year, as 
described in part 211 of this chapter. 

§ 226.61 Use of military service. 
(a) Claim for use of military service. An 

employee is deemed to have filed a 
claim for the use of military service 
and earnings as service and compensa-
tion under the Railroad Retirement 
Act if— 

(1) The employee indicates on the an-
nuity application or another signed 
statement that he or she has military 
service; 

(2) The employee does not specifi-
cally request that the military service 
be credited as wages under the Social 
Security Act; 

(3) The military service is creditable 
under the Railroad Retirement Act, as 
shown in part 212 of this chapter; and 

(4) Using the military service as rail-
road service and compensation would 
be to the employee’s advantage (the 
employee and his or her family would 
receive higher total benefits than if the 
military service were credited under 
the Social Security Act). 

(b) Effective date for use of military 
service. Military service can be used as 
service and compensation under the 

Railroad Retirement Act starting with 
the date the annuity begins but no ear-
lier than twelve months before the em-
ployee files an application or state-
ment showing that he or she has mili-
tary service. 

§ 226.62 Computing average monthly 
compensation. 

The employee’s average monthly 
compensation is computed by first de-
termining the employee’s highest 60 
months of railroad compensation (dis-
regarding compensation in excess of 
the maximum creditable tier II com-
pensation for that year). The total of 
the highest 60 months is then divided 
by 60 to determine the average month-
ly compensation. 

§ 226.63 Determining monthly com-
pensation. 

(a) Based on yearly compensation. If 
Board records do not show monthly 
compensation for a year, the monthly 
compensation is determined by divid-
ing the total compensation reported for 
the year by the number of months of 
service credited to the employee for 
that year. 

(b) For employee with government em-
ployment and no railroad service for 60- 
month period before annuity begins—(1) 
General. The compensation used in de-
termining the average monthly com-
pensation (AMC) is indexed for an em-
ployee who has not worked in the rail-
road industry for the 60-month period 
before the month the employee’s annu-
ity begins and whose major employ-
ment during that period was for a gov-
ernment agency listed in § 216.16 of this 
chapter. The compensation is indexed 
by multiplying it by the quotient ob-
tained by dividing the average annual 
wage for the indexing year by the aver-
age annual wage for the year being in-
dexed. If the month for which com-
pensation is being indexed is before 
1951, the average annual wage for 1951 
is used. 

(2) Indexing year defined. The indexing 
year is the second year before the year 
in which the annuity begins. 

VerDate Aug<31>2005 08:13 Apr 19, 2006 Jkt 208062 PO 00000 Frm 00473 Fmt 8010 Sfmt 8010 Y:\SGML\208062.XXX 208062


