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$1, it is rounded to the next lower mul-
tiple of $1; or

(2) If the reduction was first com-
puted before 1978, the average of all
taxable wages reported to the Sec-
retary of Health and Human Services
for the first quarter of 1977, divided by
the average of all taxable wages re-
ported to the Secretary of Health and
Human Services for the first quarter of
the year before the year for which the
reduction was first computed. If the re-
sult is not a multiple of $1, it is round-
ed to the next lower multiple of $1.

Subpart G—Recomputation To In-
clude Additional Railroad
Service and Compensation

§226.90 When recomputation applies.

An employee’s annuity may be re-
computed to include additional rail-
road service and compensation and so-
cial security wages which the employee
earns after the beginning date of the
employee annuity. The annuity is re-
computed only if the recomputation in-
creases the annuity rate by more than
$1 a month or results in a lump-sum
payment of more than $5. Before a re-
computed rate can be paid, the em-
ployee must stop working in the rail-
road industry. A recomputed tier I
component is payable beginning with
January 1 of the year after the year in
which the wages or compensation are
earned or (provided the employee is age
62 or disabled), in the case of railroad
compensation, in the year after the
employee stops working in the railroad
industry. A recomputed tier II compo-
nent is payable from the date the annu-
ity is reinstated after the employee has
ceased railroad work.

§226.91 How an employee annuity rate
is recomputed.

(a) Tier I. A recomputation is made if
any social security wages or railroad
compensation for a year in which the
employee returned to work are higher
than the earnings for a year included
in the previous computation of the tier
I PIA, as shown in part 225 of this chap-
ter. The higher earnings are used in-
stead of the lower earnings for the ear-
lier year to determine the average
monthly wage or average indexed
monthly earnings. Part 225 of this
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chapter describes how a PIA is recom-
puted.

(b) Tier II. The additional service is
added to the years of service previously
used in computing the tier II rate. The
additional compensation is used to re-
compute the average monthly com-
pensation, if the compensation for a
month in which the employee returned
to railroad service is higher than the
compensation for a month used in the
previous computation of the average
monthly compensation. The higher
monthly compensation is used instead
of the lower compensation for a pre-
vious month to determine the new av-
erage monthly compensation as shown
in §226.62 of this part. The increased
years of service and average monthly
compensation are used in computing a
new tier II rate, as shown in §226.11 of
this part.

Example: An employee receiving an annuity
which began on January 1, 1992, returns to
railroad service for 10 months in 1992 and 2
months in 1993. He stops work on February
20, 1993. He has earnings of $34,500.00 in 1992
and $5,200.00 in 1993. His tier II rate effective
January 1, 1992, was based on 26 years (312
months) of service and an average monthly
compensation of $2,995 ($179,700+-60). The addi-
tional 12 months of service increases the
year of service used in computing the tier II
rate to 27 (312 months + 12 months = 324
months + 12 = 27). The 1992 earnings of
$34,500.00 are used instead of 1987 earnings of
$32,700.00. The 1993 earnings are not used be-
cause they are lower than the earnings for
previous months used in computing the aver-
age monthly compensation. The additional
$1,800.00 in earnings increases the average
monthly compensation to $3,025 ($179,100 +
$1,800.00 = $181,500.00+60). The initial tier II
amount is increased from $545.09
(26x$2,995%x.007) to $571.73 (27x$3,025x.007), ef-
fective with the date of annuity reinstate-
ment, March 1, 1993.

§226.92 Effect of recomputation on
spouse and divorced spouse annu-
ity.

The annuity of a spouse or divorced
spouse is recomputed to use the em-
ployee’s recomputed tier I PIA and tier
II rate, if the recomputation results in
a lump-sum payment of more than $5
or an increase in the spouse or divorced
spouse annuity rate of more than $1 a
month. The spouse or divorced spouse
annuity rate is recomputed beginning
with the same date the employee’s an-
nuity rate is recomputed.
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