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Introduction

The Railroad Retirement Board (RRB) administers
retirement, survivor, disability, unemployment, and
sickness benefits for railroad workers and their families
under the provisions ofthe Railroad Retirement Act (RRA)
and the Railroad Unemployment Insurance Act (RUIA).
Workforrailroads engaged in interstate commerce, railroad
associations, and railroad labor organizations is covered by
the railroad benefits systeminstead of Social Security or the
federal-state unemployment compensation system.

During FY2019, the RRB paid $13.0 billion in retirement
and survivor benefits to approximately 535,000
beneficiaries. Unemployment and sickness benefits totaling
$93.4 million were paid to approximately 23,000 claimants.
The number of railroad workers has beengenerally
declining sincethe 1950s. In December 2020, about
193,000 railroad workers were employed.

The RRB consists of three members appointed by the
President with theadvice and consent of the Senate to
staggered five-yearterms. One member is appointed on the
recommendationofthe railroad industry, oneon the
recommendation ofrailroad labor, and the chair is
appointedto representthe public.

Retirement, Survivor, and Disability
Benefits

Similar to Social Security, the RRB provides retirement,
survivor, and disability benefits to covered employees and
their families who meet insurance requirements by working
in covered railroad employmentand paying RRA payroll
taxes (see Table 1).

Retirement Benefits

Tier I retirementannuities are designedto be nearly
equivalentto Social Security retirement benefitsand are
calculated usingthe Social Security benefit formula. To be
eligible forretirement benefits, a person musthave at least
10 years of railroad service, or at least five years after 1995
and a sufficient combination of railroad service and work
covered by Social Security.

Tier | benefits are more generous than Social Security in
that, at the age of 60, railroad workers with at least 30 years
of coveredrailroad work may receive unreduced retirement
annuities, unlike Social Security that only pays unreduced
benefits at full retirement age and pays reduced benefits at
age 62. Because work covered by Social Security is counted
toward tier | benefits, if a railroad retirement annuitantis
also awarded Social Security benefits, those benefits are
subtracted fromtier | benefits.

Tier Il retirement annuities are paid in addition totier |
benefits and any private pensionand retirement savings
plans offered by railroad employers. Tier Il benefits are
similar to private pensions and are based onthe worker’s 60
highestmonths ofrailroad earnings.

Table I. Railroad Retirement, Survivor, and Disability
Benefits, June 2020

Number of Benefits

Type of Benefit (% of Total Benefits)

Retirement 186,479 (29.8%)
115,116 (18.4%)

69,725 (1 1.2%)
147,449 (23.6%)

96,070 (15.4%)

Supplemental Annuities
Disability

Spouses

Surviving Spouses
Surviving Children 7,812 (1.3%)
Partition Payments 2,187 (0.4%)

Total 624, 838 (100%)

Source: Railroad Retirement Board, Bureau of the Actuary,
Quarterly Benefit Statistics, April-June 2020, Tablel .

Notes: Partition payments are made to spouses pursuantto divorce
rulings. Beneficiaries may be eligible for more than one type of
benefit. The total number of benefits does not include the 14
dependent parents’ annuities.

Supplementalannuities are paid to employees first hired in
railroad work before October 1981, and who are aged 65 or
olderwith at least 25 years of railroad service, oraged 60
with at least 20 years of service. Workers mustalso havea
current connectionto the railroad industry (generally one
year of railroad work in the previous 30 months). In
addition, vested dual benefits are paid to thosewho were
insured forbothrailroad retirementand Social Security in
1974 when the two-tier railroad retirement benefit structure
was established.

Disability Benefits

Railroad workers may be eligible for disability benefits if
they are unable to work because of physical or mental
impairments. Total disability benefits are paid toworkers
who are permanently and totally disabled and unable to
performany work. Occupational disability benefits are paid
to workers unable to performtheir regular railroad
occupations ifthey are aged 60 or older with at least 10
years of railroad service oranyage with at least20 years of
service. A currentconnectionto the railroad industry is also
required for occupational disability benefits.
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Spouse Benefits

Spouses of annuitants may receive benefits based on the
worker’s earnings. Unlike Social Security, children are not
eligible fortheirown benefits based on therecordofa
living beneficiary but are factoredinto the eligibility of
spouses for benefits and the presence of a minor child or
adult disabled before age 22 may increase a worker’s
annuity amountunderthe RRA’s Special Guaranty
provision.

Survivor Benefits

Afterthe deathofacoveredworker, surviving spouses,
former spouses, children, and other dependents may be
eligible to receive survivor benefits if the workerhad a
current connectionto the railroad industry at thetime of
death. Benefits for children stop whenthechild marries or
reaches age 18 (age 19 if still enrolled in elementary or
secondary school), unless the child has a disability that
began before age 22 in which case the benefits continue for
life orduration of disability.

Financing of Retirement, Survivor, and Disability
Benefits

Payrolltaxes are the largest funding source for railroad
retirement, survivor, and disability benefits. The tier | taxis
the same as the Social Security payroll tax railroad
employers andemployees each pay 6.2% on earnings up to
$142,800 in 2021. Thetier Il taxis seteach yearbasedon
the railroad retirement system’s assetbalances, benefit
payments, andadministrative costs. In 2021, the tier Il tax
is 13.1% for employers and4.9% foremployeeson
earnings up to $106,200. Tier Il taxes are used to finance
tier Il benefits, excess tier | benefits (the portion oftier |
benefits that are more generous than Social Security
retirement benefits), and supplemental annuities.

Revenues not neededto pay current tier I benefits in excess
of Social Security beneéfits, tier 11 benefits, supplemental
annuities, or associated administrative costs are held in the
National Railroad Retirement Investment Trust (NRRIT).
The NRRIT is investedin both governmentsecurities and
private equities, unlike the Social Security trustfunds,
which are only invested in government securities.

The railroad retirement systemreceives an annual financial
interchange payment fromthe Social Security system. The
financialinterchangeis designedto place the Social
Security trustfunds in the same positionthey would have
been in if railroad employment had been covered under
Social Security since Social Security’s inception. In
FY2019, the financial interchange payment accounted for
35.2% of grossrailroad retirement systemrevenue. The
railroad retirement, survivor, and disability systemis
projected toremain solvent over at least thenext 25 years.

Unemployment and Sickness Benefits
Railroad workers may qualify for daily unemployment and
sickness benefits under the RUIA. Thesebenefits are paid
in addition to any paid leave or privateinsurancean
employee may have. To receiveunemployment benefits, a

worker must be ready, willing, and able to work. For
sickness benefits, a worker must be unable to work because
of illness orinjury. Sickness benefits are distinctfrom
disability benefits because they are intended to covera
finite, temporary period of time.

The maximum daily benefit payable in the benefit year that
began July 1, 2020, is $80, and maximum benefits for
biweekly claims is $800. Due to sequestration pursuantto
the Budget Control Act of 2011 (P.L. 112-25, as amended),
the railroad unemployment and sickness insurance benefits
were reduced by 5.9% through September 30, 2020, and by
5.7% from October 1, 2020, to January 2,2021. The
Continued Assistance to Rail Workers Act of 2020
(CARWA; enacted under P.L. 116-260 on December 27,
2020) granted temporary relief from sequestration
beginningJanuary 3, 2021, through 30 days after
termination of the presidential declaration ofa national
emergency concerning Coronavirus Disease 2019.

Unemployment and sickness beneficiaries may receive
normal benefits forup to 26 weeks in a benefit year, or until
the benefits they receive equal their creditable earnings in
the prioryear. There is generally a one-week waiting period
for unemployment and sickness benefits. Employees with at
least 10 years of coveredrailroad service may qualify for
extended benefits for 13weeks after they have exhausted
normal benefits. The Coronavirus Aid, Relief, and
Economic Security Act (CARES Act; P.L. 116-136; March
27, 2020) and CARW A temporarily authorized additional
benefit payments and additional weeks of benefits to
qualified unemployed railroad workers and waivedthe one-
weekwaiting period for both unemploymentand sickness
benefits underthe RUIA.

Financing of Unemployment and Sickness Benefits
Railroad unemploymentand sickness benefits are financed
solely by railroad employers. Employers’ contributions are
based onthe taxable earnings oftheiremployees. An
employer’s taxrates depend onthe past rates of
unemploymentandsickness claims by its employees. For
calendaryear 2021, the tax rate ranges from3.15% to
12.00% on the first $1,710 paid to each employee per
month, which includes a 2.5% surcharge. A surchargeis
assessed in any year in which the Railroad Unemployment
Insurance Accountfalls belowathreshold level.

Railroad unemploymentandsickness funds notneeded
immediately are depositedinto an account thatis part ofthe
national Unemployment Trust Fund (UTF), and therailroad
account receives interest based onthese deposits.
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Disclaimer

This document was prepared by the Congressional Research Service (CRS). CRS serves as nonpartisan shared staff to
congressional committees and Members of Congress. It operates solely at thebehest of and under thedirection of Congress.
Information in a CRS Reportshould not be relied upon for purposes other than public understanding of information that has
been provided by CRS to Members of Congress in connection with CRS’s institutional role. CRS Reports, as a work ofthe
United States Government, are notsubject to copyright protection in the United States. Any CRS Report may be
reproducedand distributed in its entirety without permission fromCRS. However, as a CRS Report may include
copyrighted images or material froma third party, you may needto obtain the permission of the copyright holder if you
wish to copy or otherwise use copyrighted material.
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