Railroad Retirement Board

(1) Combine the railroad employee’s
creditable earnings, including military
service, under the Social Security Act
and Railroad Retirement Act for each
of the years 1951 through 1974;

(2) Determine the amount of the em-
ployee’s creditable earnings in excess
of the amounts for each year shown in
the chart in paragraph (b) of this sec-
tion;

(3) Multiply the results of paragraph
(a)(2) of this section by the percentage
shown in the chart in paragraph (b) of
this section; and

(4) Add the results of paragraph (a)(3)
of this section. The total is the amount
of the lump-sum refund payment.

(b) Chart for calculation of lump-sum
refund payment.

Year Amount Percentage
1951-53 $3,600 1.5
1954-56 . 4,200 2.0
1957-58 . 4,200 225
1959 ....... 4,800 25
1960-61 . 4,800 3.0
1962 ....... 4,800 3.125
1963-65 . 5,400 3.625
1966 ... 6,600 4.2
1967 ... 6,600 4.4
1968 ... 7,800 3.3
1969-70 . 7,800 4.2
1971 ... 7,800 4.6
1972 ... 9,000 4.6
1973 ... 10,800 4.85
1974 13,200 4.95

Subpart F—Tier Il Separation
Allowance Lump-Sum Payment

SOURCE: 56 FR 1573, Jan. 16, 1991, unless
otherwise noted.

§234.55 General.

Under the Railroad Retirement Act
certain railroad employees who have
received separation or severance pay-
ments may be entitled to a lump-sum
payment if tier II railroad retirement
taxes were deducted from these pay-
ments. This part sets forth the condi-
tions for entitlement to the lump-sum
payment and explains how the pay-
ment is computed.

§234.56 Persons to whom a separation
allowance lump-sum payment is
payable.

(a) An employee who has completed
10 years of service at the time of his or
her retirement or death and who has
received on or after January 1, 1985, a

§234.58

separation allowance or severance pay-
ment (see §210.11 of this chapter) which
would have been used to increase his or
her tier II benefit, except for the fact
that he or she was neither in an em-
ployment relation to one or more em-
ployers as defined in part 204 of this
chapter nor an employee representa-
tive (see part 205 of this chapter), shall
be entitled to a lump sum in the
amount provided for in §234.58.

(b) If an employee, otherwise eligible
for the lump sum provided for in this
section, dies before he or she becomes
entitled to a regular annuity or before
he or she receives payment of the lump
sum, the lump sum is payable to the
employee’s widow or widower who will
not have died before receiving pay-
ment. If the employee is not survived
by a widow or widower who will not
have died before receiving payment,
the lump sum is payable to the employ-
ee’s survivors in the same order of pri-
ority as shown for the residual lump-
sum (RLS) in §234.44.

§234.57 Effect of payment on other
benefits.

The tier II separation allowance
lump-sum payment has no effect on the
payment of other benefits.

§234.58 Computation of the separation
allowance lump-sum payment.

The separation allowance lump-sum
payment is calculated as follows:

(a) Determine the amount of the
compensation due to the receipt of sep-
aration or severance pay that could not
be considered in the computation of
tier II;

(b) Multiply this amount by the rate
or rates of tax imposed by section
3201(b) of the Internal Revenue Code of
1954 or 1986 on the compensation (tier
II tax); and

(c) The product is the amount of the
separation allowance lump-sum pay-
ment.

Example: In January of 1988 an employee
with 10 years of railroad service relinquished
his seniority rights in order to receive a sep-
aration allowance of $20,000, thereby severing
his employment relation. This was the only
creditable railroad compensation earned by
the employee in 1988. Both the employer and
employee would have paid their share of rail-
road retirement taxes on this amount. With
respect to the employee tier II tax, the tax
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§234.60

rate for 1988 was 4.9% under section 3201(b) of
the Internal Revenue Code of 1986. Although
the full $20,000 was creditable under the Rail-
road Retirement Act for tier I benefit com-
putation purposes, only one month’s com-
pensation, $2,800, one-twelfth of the annual
tier II earnings base of $33,600 for 1988, was
creditable for tier II benefit purposes. This is
because section 3(i)(4) of the Railroad Retire-
ment Act does not permit crediting of com-
pensation for tier II computation purposes
after the employment relation has been sev-
ered. Under the lump-sum provision dis-
cussed above, the employee in this example
would, upon award of his employee annuity,
receive a payment of $842.80 ($20,000 minus
$2,800, the amount of separation allowance
that was creditable, or $17,200 times 4.9%).

Subpart G—Miscellaneous

SOURCE: 51 FR 3036, Jan. 23, 1986. Redesig-
nated at 56 FR 1573, Jan. 16, 1991.

§234.60 Escheat.

Any payment under this part which
would be payable to any state, political
subdivision of a state, the U.S. govern-
ment or a foreign government because
of the lack of a legal heir, shall remain
in the Railroad Retirement Account.

§234.61 Assignment of interest by an
eligible person.

(a) Any person who is eligible to re-
ceive a share of a lump-sum payment
may assign his or her share to another
eligible applicant, provided the share is
not more than $500.

(b) If an LSDP or accrued annuity is
payable, the request that a share be as-
signed must be received at a Board of-
fice no later than two years after the
death of the employee or the originally
entitled person.

(Approved by the Office of Management and
Budget under control number 3220-0031)

§234.62 Effect of conviction of a felony
on entitlement.

A person who has been convicted of a
felony or an act in the nature of a fel-
ony of intentionally causing the em-
ployee’s death shall not be entitled to
any benefits under the Railroad Retire-
ment Act. If a charge of felony is pend-
ing against an applicant for a lump-
sum payment, the Board will make no
payment until the applicant submits
proof that the charge has been with-
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drawn, that no further action will be
taken on the charge, or that he or she
has been cleared of the charge.

PART 235—PAYMENT OF SOCIAL
SECURITY BENEFITS BY THE RAIL-
ROAD RETIREMENT BOARD

Sec.

235.1 Basis and purpose.

235.2 Other regulations related to this part.

235.3 Who is paid social security benefits by
the Board.

235.4 How the Board pays social security
benefits.

AUTHORITY: 45 U.S.C. 231f.

SOURCE: 54 FR 5225, Feb. 2, 1989, unless oth-
erwise noted.

§235.1 Basis and purpose.

Effective January 1, 1975, the Rail-
road Retirement Act of 1974 (Act) re-
quires the Railroad Retirement Board
(Board) to provide for the payment of
monthly social security benefit pay-
ments on behalf of the Social Security
Administration to certain individuals
as described in §235.3 of this part. How-
ever, any such individual who was re-
ceiving benefits from the Social Secu-
rity Administration prior to January 1,
1975, will continue to receive benefits
from that agency unless he or she be-
comes eligible for a different type of
social security benefit after that date
and files a new application with the So-
cial Security Administration for that
benefit. Benefits under the new entitle-
ment will be paid by the Board. The
Act provides an offset in the railroad
retirement benefits of individuals who
are also eligible for social security ben-
efits. Because the Board is required to
make this offset, the payment of social
security benefits by the Board is au-
thorized for the purpose of convenience
in the administration of the Act.

§235.2 Other regulations related to
this part.

This part is related to a number of
other parts in this chapter:

(a) Part 216 describes when a person
is eligible for an annuity under the
Railroad Retirement Act.

(b) Part 222 defines family relation-
ships (for example, who is the wife or
widow of an employee) for use when it
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