


U.S. Railroad Retirement Board

Mission Statement

he Railroad Retirement Board’s mission is to administer

retirement/survivor and unemployment/sickness insurance benefit
programs for railroad workers and their families under the Railroad Retirement
Act and the Railroad Unemployment Insurance Act. These programs provide
income protection during old age and in the event of disability, death or tempo-
rary unemployment and sickness. The Railroad Retirement Board also adminis-
ters aspects of the Medicare program and has administrative responsibilities
under the Social Security Act and the Internal Revenue Code.

n carrying out its mission, the Railroad Retirement Board will pay bene-

fits to the right people, in the right amounts, in a timely manner, and
will take appropriate action to safeguard our customers’ trust funds. The
Railroad Retirement Board will treat every person who comes into contact with
the agency with courtesy and concern, and respond to all inquiries promptly,
accurately and clearly.

If you have any comments or suggestions regarding the presentation of information
in this publication, please let us know. You can fax us at 312-751-7154,
e-mail us at opa@rrb.gov or write us at the following address:

Public Affairs, U.S. Railroad Retirement Board,

844 North Rush Street, Chicago, IL 60611-2092.

www.rrb.gov
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THE REPORT IN BRIEF

Railroad retirement and unemployment insurance benefits totaling almost
$9.9 billion were paid by the Railroad Retirement Board to about
641,000 beneficiaries in fiscal year 2007. Financial reports issued in 2008 on the
solvency of the railroad retirement and railroad unemployment insurance systems
were both favorable. Total railroad retirement system assets equaled
$34.0 billion as of September 30, 2007.

Benefits and Beneficiaries

enefits paid under the Railroad Retirement and Railroad Unemployment

Insurance Acts totaled almost $9.9 billion in the fiscal year ending

September 30, 2007. Retirement and survivor benefits were paid by the Railroad
Retirement Board to about 616,000 beneficiaries during the fiscal year, of whom 568,000
were on the Board’s annuity rolls at the end of the year. Nearly 29,000 railroad employees
were paid unemployment and/or sickness insurance benefits. More than 3,000 beneficia-
ries received payments under both the Railroad Retirement Act and the Railroad
Unemployment Insurance Act.

Retirement and survivor benefit payments of $9.8 billion during the 2007 fiscal year
were $357.0 million more than payments in the prior year. Employee and spouse annui-
tants were paid over $7.6 billion, accounting for 78 percent of the total payments.
Employees received some $4.3 billion in age annuities, $2.1 billion in disability annuities
and $61.0 million in supplemental annuities, while spouses and divorced spouses received
about $1.2 billion. Survivors were paid $2.2 billion in annuities and almost $4.0 million in
lump-sum benefits. The total number of beneficiaries who received retirement and
survivor benefits declined by more than 3,000 from fiscal year 2006.

Statistics are presented on the cash basis of accounting instead of the accrual
basis of accounting for much of the Report. However, with the exception of the
first paragraph on page 2, the Federal Income Tax Transfers section on page 10
and the accompanying table on page 11, which are also presented as cash, the
information on pages 2, 7-15 and 27-29 is presented on the accrual basis of
accounting. The primary difference between the two bases of accounting is that
the cash basis recognizes revenue and expenditures only when cash is received
and paid. The accrual basis, on the other hand, recognizes revenue when it is
earned and expenses when they are incurred.
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Gross unemployment and sickness benefits paid in fiscal year 2007 totaled
$107.0 million. Net benefits totaled about $74.0 million after adjustment for recoveries
of benefit payments, including injury settlements, some of which were made in prior
years. Total gross and net benefit payments increased by about $1.4 million and
$1.2 million, respectively, from the preceding year. Gross unemployment benefits total-
ing $33.9 million ($27.8 million net) were paid to 10,100 claimants, while gross sickness
benefits of $73.1 million ($46.2 million net) were paid to 19,500 claimants.

Financial Reports

The Board’s 2008 railroad retirement financial report to Congress, which addressed
the period 2008-2032, was generally favorable, concluding that, barring a sudden,
unanticipated, large decrease in railroad employment, or substantial investment losses,
the railroad retirement system will experience no cash-flow problems during the next
25 years. The long-term stability of the system, however, is still questionable. Under
the current financing structure, actual levels of railroad employment and investment
return over the coming years will largely determine whether corrective action is
necessary.

The Board’s 2008 railroad unemployment insurance financial report was also gener-
ally favorable. Even as projected maximum benefit rates increase 47 percent from
$59 to $87 from 2007 to 2018, experience-based contribution rates maintain solvency.
The report also predicted average employer contribution rates well below the maximum
throughout the projection period. A 1.5 percent surcharge, in effect in calendar year
2008 in order to maintain a minimum account balance, will likely remain in effect
through 2011, according to the report.

No financing changes were recommended by the Board for the railroad retirement
or unemployment insurance systems.

The National Railroad Retirement Investment Trust’s annual management report
for fiscal year 2007 stated that, as of September 30, 2007, the market value of the
Trust-managed assets had increased to $32.7 billion, reflecting a 16.38 percent rate of
return. Total railroad retirement system assets, including those maintained at the
Treasury, equaled approximately $34.0 billion.

The 2008 railroad retirement and railroad unemployment insurance financial
reports and the National Railroad Retirement Investment Trust’s 2007 annual
management report are available at www.rrb.gov.

Officials

President Bush reappointed Michael S. Schwartz as Chairman, Jerome F. Kever as
Management Member, and V. M. Speakman, Jr., as Labor Member of the Board. Their
nominations were confirmed by the U.S. Senate on June 22, 2007. Mr. Kever and
Mr. Speakman are now the longest-serving Board Members in the agency’s history.
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Service
Customer Service Plan

During fiscal year 2007, customers received benefit services within the timeframes
promised in the Board’s Customer Service Plan 98.6 percent of the time. Beginning in
fiscal year 2008, the agency implemented a revised plan which provides customers with
additional information.

Service Enhancements

The Board implemented a restructuring plan for its field offices in fiscal year 2007,
which will enable the agency to improve customer service by utilizing new technologies
more effectively. The new hub-and-satellite configuration will continue to provide tele-
phone and face-to-face service to Board customers, and will allow agency management
to more effectively balance and share workloads among the offices in each network.

To further improve service, the Board also implemented a new online contact log
which allows agency field representatives to electronically record contacts or transac-
tions with customers in order to maintain a chronological service history for each cus-
tomer, and also began to expand the use of document imaging to its field offices to help
reduce paperwork, improve efficiency, and protect customer information within a secure
electronic environment.

In addition, in 2007 the Board began work on a new nationwide toll-free telephone
service. A single toll-free number will provide Board customers with easy access to the
agency’s field offices, and will offer options for self-service through automated menus
and automatic routing of calls to representatives in nearby offices.

Database Conversion Project

The Board completed work on a two-year information technology initiative to con-
vert its existing IDMS database management system to a more flexible and efficient
DB2 database system. The conversion places the Board in a better position to provide
service more efficiently in the coming years.

Office of Inspector General

During fiscal year 2007, the Office of Inspector General continued its independent
oversight of agency operations and its efforts to combat fraud, waste, and abuse. Nine
audit reports issued during the year identified operational weaknesses and provided
recommendations for corrective action to program managers.

Investigative activities resulted in 46 criminal convictions, 32 indictments and
informations, 25 civil judgments and $4.6 million in recoveries, restitutions, fines, civil
damages and penalties.
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Selected Data on Benefit Operations

Fiscal Year Fiscal Year
Retirement-Survivor 2007 2006
Employee age annuities
Number awarded 9,600 7,900
Number being paid at end of period 193,300 195,400
Average being paid at end of period $1,890 $1,789
Employee disability annuities
Number of total disability annuities awarded 1,100 1,200
Number of total occupational disability
annuities awarded 2,500 2,900
Number of total disability annuities being paid
at end of period 20,300 20,300
Number of occupational disability annuities
being paid at end of period 64,000 64,000
Average total disability annuity
being paid at end of period $1,346 $1,286
Average occupational disability annuity
being paid at end of period $2,213 $2,121
Supplemental employee annuities
Number awarded 7,300 5,700
Number being paid at end of period 121,200 121,400
Average being paid at end of period '$42 $42
Spouse and divorced spouse annuities
Number awarded, total 10,100 8,800
Number being paid to divorced
spouses at end of period 3,500 3,500
Number being paid at end of period, total 137,400 138,500
Average being paid to divorced spouses
at end of period $443 $416
Average being paid at end
of period, total $709 $671
Survivor annuities
Number awarded to aged widow(er)s 6,500 6,800
Number awarded, total 8,100 8,500
Number being paid to aged widow(er)s
at end of period 129,400 134,800
Number being paid at end of period, total 160,300 166,600
Average being paid at end of period to
Aged widow(er)s $1,173 $1,122
Disabled widow(er)s $989 $946
Widowed mothers (fathers) $1,471 $1,423
Remarried widow(er)s $781 $747
Divorced widow(er)s $773 $740
Children $853 $823
Lump-sum survivor benefits awarded
Number of lump-sum death benefits 4,200 4,500
Average lump-sum death benefit $905 $905
Number of residual payments 2/ 2/

Average residual payment $2,67:l $2,98_1
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Selected Data on Benefit Operations (Continued)

Fiscal Year Fiscal Year
Employees and Earnings® 2007 2006
Average employment 237,000 235,000
Creditable earnings, Railroad Retirement
Act (billions):
Tier | $15.55 $15.05
Tier Il $14.35 $13.84
Creditable earnings, Railroad
Unemployment Insurance Act (billions) $3.57 $3.43

Benefit Year

Benefit Year

Unemployment-Sickness 2006-2007 2005-2006
Qualified employees 250,200 244,600
Unemployment benefits
Net amount paid (millions) $29.6 4$27.8) $30.6
Beneficiaries 9,500 +4(10,100) 8,900
Number of payments 56,600 54,000
Normal benefit accounts exhausted 1,800 1,900
Average payment per 2-week registration period $499 $490
Sickness benefits
Net amount paid (millions) $43.5 4$46.2) $43.8
Beneficiaries 19,000 *4(19,500) 19,700
Number of payments 128,300 135,500
Normal benefit accounts exhausted 3,500 3,700
Average payment per 2-week registration period $503 $496

'Includes 300 supplemental annuities, averaging $66, awarded under the 1937 Act.

2Fewer than 50.

3 Except for fiscal year 2006 employment, all figures in this section are preliminary.

* Data in parentheses are for fiscal year (October 1, 2006 - September 30, 2007).



A REVIEW OF OPERATIONS

At the end of fiscal year 2007, total railroad retirement system assets equaled
$34.0 billion. During fiscal year 2007, benefits totaling approximately $9.9 billion were
paid under the Railroad Retirement and Railroad Unemployment Insurance Acts.
Retirement and survivor benefits accounted for almost all of this amount.

Net unemployment and sickness benefits totaled $74.6 million.

RAILROAD RETIREMENT AND
SURVIVOR PROGRAM

As of September 30, 2007, total railroad retirement system assets, including
those maintained in U.S. Treasury accounts and those maintained by the
National Railroad Retirement Investment Trust (the “Trust” or “NRRIT”), equaled
$34.0 billion, an increase of over $3.4 billion during the fiscal year. Amounts in the
Railroad Retirement (RR) Account not needed to pay current administrative expenses
and amounts in the Social Security Equivalent Benefit (SSEB) Account not needed to
pay current benefits and administrative expenses are transferred to the NRRIT whose
Board of seven trustees is empowered to invest Trust assets in non-governmental
assets, such as equities and debt, as well as in governmental securities.

FINANCIAL OPERATIONS - U.S. TREASURY ACCOUNTS

During fiscal year 2007, railroad retirement and survivor benefit payments were
financed through four U.S. Treasury accounts.

The SSEB Account, established in fiscal year 1985, pays the portion of railroad
retirement benefits equivalent to a social security benefit from various income sources
related to these benefits. The RR Account funds retirement, survivor and disability
benefits, in excess of social security equivalent benefits, from payroll taxes on employers
and employees and other income sources. Supplemental benefit payments are also paid
from the RR Account. The Dual Benefits Payments (DBP) Account and Federal
Payments (FP) Account, funded by congressional appropriations from general revenues,
finance the phase-out costs of certain vested dual benefits and interest on unnegotiated
checks, respectively. The four accounts together incurred $9.8 billion in benefit obliga-
tions (excluding $1.2 billion in social security benefits which were reimbursed by the
Social Security Administration) during fiscal year 2007.
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Financing Sources

Payroll Taxes

The primary source of income to the railroad retirement and survivor program is
payroll taxes levied on covered employers and their employees. Payroll taxes amounted
to $4.9 billion, 35.5 percent of total financing sources and $183.5 million more than in
fiscal year 2006.

Railroad employees and employers pay tier I taxes which, by law, are the same as
social security taxes. The rate of 7.65 percent is divided into 6.20 percent for retire-
ment and 1.45 percent for Medicare hospital insurance. The maximum amount of earn-
ings subject to the 6.20 percent rate in calendar year 2007 was $97,500, and all earn-
ings were subject to the 1.45 percent Medicare tax. In calendar year 2006, the maxi-
mum amount subject to the 6.20 percent tax was $94,200, with all earnings subject to
the 1.45 percent Medicare tax. Both employees and employers also pay a tier II tax to
finance railroad retirement benefit payments over and above social security levels.
This tax, on earnings up to $72,600 in 2007 and $69,900 in 2006, was 3.9 percent on
employees in 2007 and 4.4 percent in 2006. It was 12.1 percent on employers in 2007
and 12.6 percent in 2006.

Tier I and tier II taxes for fiscal year 2007 amounted to $2.5 billion and $2.4 billion,
respectively.

Financial Interchange Transfers

The second major source of income to the railroad retirement and survivor program
consists of transfers from the social security trust funds under a financial interchange
between the two systems. The financial interchange is intended to place the Social
Security Old-Age, Survivors and Disability Insurance and Hospital Insurance Trust
Funds in the same position in which they would have been had railroad employment
been covered by the Social Security and Federal Insurance Contributions Acts. This
involves computing the amount of social security taxes that would have been collected
on railroad employment, and computing the amount of additional benefits which
social security would have paid to railroad retirement beneficiaries during the
same fiscal year.

In the computation of the latter amount, credit is given for any social security bene-
fits actually paid to railroad retirement beneficiaries. When benefit reimbursements
exceed payroll taxes, the difference, with an allowance for interest and administrative
expenses, is transferred from the Social Security Trust Funds to the SSEB Account. If
taxes exceed benefit reimbursements (this has not happened since 1951), a transfer
would be made in favor of the Social Security Trust Funds. The net financial inter-
change transfer to the SSEB Account during fiscal year 2007 amounted to $3.6 billion.
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RETIREMENT AND SURVIVOR PROGRAM

Financing Sources - Fiscal Year 2007 (In Millions)
GROSS TOTAL: $10,449.61

Financial Interchange 34.2%
Payroll Taxes 46.7% $3,573.5

$4,883.8 /
\ P e

\ National Railroad

Retirement Investment Trust
Transfers-in 13.3%

$1,391.0
Interest on Federal Income
Investments 0.5% Taxes 4.4%
$53.3 .

$460.0 General Appropriations 0.9%

$88.0

TExcludes $3,301.5 million as detailed under Other Financing Sources on page 14.

Costs - Fiscal Year 2007 (In Millions)
TOTAL: $10,113.3

Salaries and Expenses 1.1%
$111.1

Benefit Payments 97.1%
$9,823.0 — /
- Other <.1%

<j ($0.6)

Interest Expense 1.8%
$179.8

Note.--Percentages may not add to 100 due to rounding.
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Interest on Investments and Other Revenue

Interest revenue decreased from $53.8 million in fiscal year 2006 to $53.3 million in
fiscal year 2007. Interest revenue was also earned from financial interchange
advances.

Federal Income Tax Transfers

Legislation enacted in 1983 subjecting social security and railroad retirement bene-
fits to Federal income taxes also provided for a transfer of the tax revenues to the social
security and railroad retirement systems for the payment of benefits. Revenue from
income taxes on social security equivalent railroad retirement benefits is transferred to
the SSEB Account.* Revenue derived from taxing regular railroad retirement benefits
in excess of social security equivalent benefits is transferred to the RR Account.
Revenue from taxing the vested dual benefits funded by the general revenue appropria-
tions previously described is transferred to the DBP Account.

At the beginning of each quarter, income tax transfers are made from Treasury
general funds to the SSEB, RR and DBP Accounts. These transfers are estimates of
expected tax revenues for the quarter. Adjustments are made later to reconcile the
estimates for a taxable year with actual tax revenues for the year. On a cash basis,
original tax transfers for fiscal year 2007 amounted to $466 million during the year.
Original transfers for fiscal year 2006 totaled $441 million. There were no reconcilia-
tion adjustments in fiscal year 2007. Net transfers in fiscal year 2006 were
$473 million, including $32 million in reconciliation adjustments.

The information in the preceding paragraph is on a fiscal year basis, while the table
on the next page shows income tax transfers to the Accounts for taxable (calendar)
years 1998 through 2007, including reconciliation adjustments through 2001.

General Appropriations

General revenue appropriations were provided by the Railroad Retirement Act of
1974 to fund the phase-out costs of certain dual railroad retirement/social security
benefits considered vested prior to 1975, and by the Railroad Retirement Solvency
Act of 1983 to fund interest on unnegotiated checks. The total amounts appropriated
by the Congress for vested dual benefits were $88 million for fiscal year 2007 and
$98 million for fiscal year 2006. These amounts include Federal income tax transfers
for 2007 and 2006. The amount appropriated for fiscal year 2007 was 10.2 percent less
than fiscal year 2006, reflecting the continuing decrease in eligibility for these benefits,
which are not increased for the cost of living. The total amounts appropriated by the
Congress for interest on unnegotiated checks were $150,000 for fiscal years 2007/2008

and also $150,000 for fiscal years 2006/2007.
(text continued on page 14)

* Legislation enacted in 1993 subjected a larger amount of social security benefits and social security
equivalent railroad retirement benefits to Federal income tax for taxpayers in higher income brackets.
This provision was effective beginning with taxable year 1994, and the additional revenue raised is
transferred to the Federal Hospital Insurance Trust Fund.
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Federal Income Tax Transfers by Recipient Account and
Benefit Component, Taxable Years 1998-2007 (Millions)

Revenue from taxes on

RRA benefits
treated as RRA benefits treated as
SSA benefits private or public pensions
Taxable year SSEB Tier Il and
tier | non-SSEB Vested
benefits tier | benefits' dual benefits
SSEB Account? RR Account DBP Account®

Original transfers during the year

1998 $74 $196 $12
1999 79 227 11
2000 102 245 12
2001 94 229 10
2002 97 252 9
2003 97 283 9
2004 109 294 8
2005 117 301 7
2006 125 312 7
2007 135 334 6

Reconciliation adjustments4

1998 (2002) +14 +47 +2
1999 (2003) +15 +22 +2
2000 (2004) +3 +17 +1
2001 (2006) +6 +25 +1

Includes non-SSEB portion of tier .
Receives taxes on social security equivalent benefit (SSEB) portion of tier I.
Receives taxes on vested dual benefit component beginning October 1, 1988.

1
2
3
*The year in parentheses is the year the adjustments were made.
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Railroad Retirement and Survivor Program

Consolidated Financing Sources,
Costs and Net Position (Millions)'

For the Fiscal Year Ended September 30 2007 2006

Financing Sources:
Payroll Taxes $4,883.8 $4,700.3
Financial Interchange 3,573.5 3,467.8
Interest on Investments and Other Revenue 53.3 53.8
Federal Income Taxes 460.0 452.0
General Appropriations 88.0 98.1
Other 3,301.6 1,717.6

Transfers to the National
Railroad Retirement Investment Trust - -—
Transfers from the National

Railroad Retirement Investment Trust 1,391.0 947.0
Total Financing Sources 13,751.2 11,436.6

Costs:
Benefit Payments 9,823.0 9,461.1
Interest Expense 179.8 172.7
Salaries and Expenses? 1111 108.6
Other (0.6) 0.2
Total Costs 10,113.3 9,742.6
Financing Sources over Costs 3,637.9 1,694.0
Net Position - Beginning of Period 29,779.4 28,085.4
Net Position - End of Period $33,417.3 $29,779.4

'Prepared on an accrual basis of accounting.

2Includes unemployment and sickness insurance salaries and expenses of approximately
$15.8 million for fiscal year 2007, and also $15.8 million for fiscal year 2006.
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National Railroad Retirement Investment Trust (NRRIT)
Fiscal Year 2007 Highlights

Market value of assets managed
by NRRIT on September 30, 2007 $32.7 billion

Rate of return of investment portfolio
managed by NRRIT for full year
ended September 30, 2007 16.38%

Source: NRRIT

All NRRIT annual management reports and quarterly updates are available on the Railroad
Retirement Board’'s Web site at www.rrb.gov.
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Other Financing Sources

Other financing sources consisted of $8.5 million to be provided by the Office of
Personnel Management to pay future retirement benefits to Railroad Retirement Board
employees, $15.0 million from the railroad unemployment trust funds in transfers-in for
current budget fiscal year salaries and expenses, and the increase in NRRIT net assets of
$3,287.8 million. These financing sources were offset by transfers-out of $5.9 million for
salaries and expenses of the Board’s Office of Inspector General, and a $3.8 million
decrease in unexpended appropriations.

Costs

The Railroad Retirement Board pays all salaries and expenses under a single adminis-
trative fund (Limitation on Administration) for both the railroad retirement and survivor
program and the unemployment and sickness insurance program. Consequently, of the
$111.1 million and $108.6 million shown on page 12 for salaries and expenses in fiscal
years 2007 and 2006, respectively, about $15.8 million for fiscal year 2007 and also
$15.8 million for fiscal year 2006 were for the unemployment and sickness insurance pro-
gram. About $1.2 million in other costs for fiscal year 2007 and $1.2 million for fiscal year
2006 were for the unemployment and sickness insurance program.

Excluding $17.0 million from total costs of $10.1 billion for fiscal year 2007 and
$17.0 million from total costs of $9.7 billion for fiscal year 2006, total costs for the railroad
retirement and survivor program for fiscal year 2007 increased $370.5 million or
3.8 percent.

Benefit Payments

During fiscal year 2007, railroad retirement benefit payments increased $361.9 million
or almost 3.8 percent to about $9.8 billion on an accrual basis, including $86.5 million in
vested dual benefits and $60.7 million in supplemental annuities.

Interest Expense

Interest expense of $179.8 million represents interest on the financial interchange
advances made by the U.S. Treasury during the fiscal year.

Salaries and Expenses

Excluding unemployment and sickness insurance salaries and expenses of
$15.8 million for fiscal year 2007 and also $15.8 million for fiscal year 2006, salaries and
expenses for the railroad retirement and survivor program were about $95.3 million for
fiscal year 2007 and about $92.8 million for fiscal year 2006, a $2.5 million or 2.7 percent
increase. Adjusted by the $15.8 million in salaries and expenses and $1.2 million in other
costs for the unemployment and sickness insurance program, fiscal year 2007 administra-
tive expenses for the railroad retirement and survivor program were about 0.93 percent of
total costs.
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Other Costs

Other costs consisted primarily of post-retirement benefits (pensions, health and
life insurance) for Railroad Retirement Board employees of $7.2 million for the railroad
retirement and survivor program and $1.2 million for the unemployment and sickness
insurance program. In addition, carrier refunds of $0.1 million were incurred. These
costs were offset by approximately $8.0 million in reimbursements from the Centers for
Medicare & Medicaid Services for Part B Medicare costs, as well as a reimbursement of
approximately $0.4 million from the Board’s Office of Inspector General for Board-
incurred expenses, and various other revenues of approximately $0.7 million.

NATIONAL RAILROAD RETIREMENT
INVESTMENT TRUST OPERATIONS

Funds not needed immediately for benefit payments or administrative expenses are
invested. The National Railroad Retirement Investment Trust was established pur-
suant to section 105 of the Railroad Retirement and Survivors’ Improvement Act of
2001. The sole purpose of the Trust is to manage and invest railroad retirement
assets. The Act authorizes the Trust to invest the assets of the Railroad Retirement
Account in a diversified investment portfolio in the same manner as those of private
sector retirement plans. Prior to the Act, investment of Railroad Retirement Account
assets was limited to U.S. Government securities. The Trust has no powers or authori-
ty over the administration of railroad retirement benefits. The Trust is a tax-exempt
entity independent from the Federal Government. It is domiciled in and subject to the
laws of the District of Columbia.

Fiscal year 2007 was a year of continued growth for the Trust. Assets were invest-
ed in a diverse portfolio of equity and debt securities with an asset allocation consistent
with the Trust’s investment guidelines. As of September 30, 2007, the market value of
Trust-managed assets had increased to $32.7 billion, reflecting a 16.38 percent rate of
return for the fiscal year, compared to a 16.41 percent return for its composite bench-
mark. In addition, during fiscal year 2007 the Trust transferred almost $1.4 billion to
the Railroad Retirement Account for the payment of railroad retirement benefits.

As of September 30, 2007, total railroad retirement system assets (Trust-managed
assets and reserves held in the Treasury accounts) equaled $34.0 billion, an increase of
over $3.4 billion during the fiscal year.

Trust operations are described in detail in the National Railroad Retirement
Investment Trust Annual Management Report for fiscal year 2007, which is available
on the Board’s Web site at www.rrb.gov.
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BENEFIT OPERATIONS

Retirement and survivor benefits paid, including vested dual benefits and supple-
mental employee annuities, totaled $9.8 billion in fiscal year 2007, $357 million more
than in fiscal year 2006. Benefits were paid to about 615,600 beneficiaries in fiscal year
2007. Some 568,200 beneficiaries were being paid at the end of the year. The table
shown below presents retirement and survivor benefit payments for fiscal years 2007
and 2006, by type of benefit, and the percent changes in payments between the 2 years.

Under the two-tier railroad retirement formulas, the tier I annuity portion approxi-
mates a social security benefit and increases by the cost-of-living percentage applied to
social security benefits. The tier II portion, which is comparable to retirement benefits
paid over and above social security benefits to workers in other industries, increases by
32.5 percent of the social

security percentage. Amount

Effective December 2005, (in millions)

tier I portions increased by Fiscal year Fiscal year Percent

4.1 percent while tier 11 por- Type of benefit 2007 2006 change

tions increased by 1.3 per- Retirement benefits

cent. Increases of 3.3 percent| Employee annuities

for tier I and 1.1 percent for Age $4,349.1 $4,160.0 *4.5

tier TI were effective Disability 2,063.6 1,956.1 +5.5
Supplemental 60.8 61.4 -1.0

December 2006.

Spouse and divorced

The December 2005 and spouse annuities 1,167.6 1,116.5 +4.6
December 2006 cost-of-living Total 7,641 1 7,294.0 4.8
. . o Survivor benefits
increases provided additional 3
b fit ts of about Annuities 2,152.4 2,142.5 +0.5

enell paymen 'so abou Lump-sum benefits 4.0 4.3 -8.5
$227 million in fiscal year
Total 2,156.4 2,146.9 +0.4
2007, compared to payments
in fiscal year 2006. Grand total $9,797.4 $9,440.9 +3.8

Monthly retirement and Note.--Detail may not add to total due to rounding.
survivor benefits being paid
numbered nearly 696,500 at the end of the 2007 fiscal year, about 9,700 less than at the
end of the prior year. Monthly beneficiaries on the rolls declined by some 9,400 over the
year, from 577,600 to 568,200. The number of monthly benefits paid is always greater
than the number of beneficiaries on the rolls, since many annuitants receive more than
one type of benefit. Although the second benefit is usually a supplemental employee

annuity, some employees also receive a spouse or widow(er)’s annuity.

Regular employee annuities in payment status at the end of fiscal year 2007 num-
bered 277,600, about 2,100 less than at the end of the previous fiscal year. The number
of age annuities being paid dropped from 195,400 to 193,300 over the year, while dis-
ability annuities remained the same at 84,300. Supplemental annuities being paid
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dropped approximately 200, numbering 121,200 at the end of the year. The number of
divorced spouse annuities being paid remained the same at 3,500. Spouse and
divorced spouse annuities together declined by more than 1,100, totaling 137,400 at
year-end. Some 160,300 monthly survivor benefits were being paid at the end of fiscal
year 2007, a decrease of 6,200 from the previous year.

Retirement

Regular employee annuities

Awards of regular employee annuities numbered 13,300 in fiscal year 2007,
1,200 more than in fiscal year 2006. Data by type of annuity awarded during the year
are given in the table on this page.

Railroad employees with 10 to 29 years of creditable service, or 5 to 9 years of ser-
vice if at least 5 years were after 1995, are eligible for regular annuities based on age
and service at age 62. Early retirement annuity reductions are applied to annuities
awarded before full retirement age--the age at which an employee can receive full ben-
efits with no reduction for early retirement. This ranges from age 65 for those born
before 1938 to age 67 for those born in 1960 or later, the same as under social security.
If an employee had any creditable railroad service before August 12, 1983, the retire-
ment age for tier II purposes will remain 65. The reduction for early retirement is
1/180 for each of the first 36 months the employee is under full retirement age when
his or her annuity begins and 1/240 for each additional month.

Rail employees with 30 or more years of service are eligible for regular annuities
based on age and service at age 60. Certain early retirement reductions are applied if
the employee first became eligible for a 60/30 annuity July 1, 1984, or later and retired
at ages 60 or 61 before 2002. Employees who retire at 60 or older with at least 30
years of railroad service are referred to as 60/30 retirees.

Disability awards are based either on total disability or on occupational disability.

A total disability Average

annuity is based on Employee annuities Years  Ageat

dlsablllty fOI' a].l awarded in Per- Monthly of retire-
fiscal year 2007 Number cent amount

service ment

employment and is
payable at any age Age

to employees with at Beginning at full retirement age

least 10 years of or over 800 6 $1,965 225 67.1
railroad service. Unreduced, beginning

K at age 60 to under full retirement age
Employees with 6,700 51 3,008 35.5 60.6

Reduced, beginning at age 62

5-9 years of service, to under full retirement age

if at least 5 years 2,100 16 1379  17.3 62.8
Disabilit 3,600 27 2,397 246 54.8

were after 1995, y —_—
Total 13,300 100 $2,517 28.8 59.8

may qualify for

tier T only before Note.--Detail may not add to total due to rounding.
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retirement age on the basis of total disability if
they also meet certain social security earnings
requirements. An employee is considered total-
ly disabled if medical evidence shows that a per-
manent physical or mental condition exists
which prevents the performance of any regular
work. A condition is considered to be perma-
nent if it has lasted or may be expected to last
for at least 12 months.

An occupational disability annuity is
based on disability for the employee’s
regular railroad occupation and is payable
to employees with a current connection
with the rail industry at age 60 if the
employee has 10 years of service, or at any
age if the employee has at least 20 years of
service. An employee is considered occupa-
tionally disabled if the physical or mental
condition is such that the employee is per-
manently disabled for work in his or her
regular railroad occupation, even though
the employee may be able to perform other
kinds of work.

Of the year’s 3,600 disability awards,
1,100 averaging $1,567 per month were for
total disability and 2,500 averaging $2,749
were for occupational disability. Many
employees who are disabled for all employ-
ment but are otherwise qualified for an
occupational disability annuity are initially
awarded occupational disability annuities
in order to expedite payment.

An estimated three-fifths of all employees
awarded disability annuities will meet the med-
ical criteria for a disability freeze determination.
The standards for freeze determinations follow

social security law and are comparable to the cri-

teria for granting total disability. Also, an
employee granted a disability freeze may qualify
for early Medicare coverage and lower Federal
income taxes on his or her annuity.

Number of monthly beneficiaries,
September 30, 2002, and 2007 (Thousands)

298 B 2002
278 | 2007
195
151 160
[137
Employee Spouse Survivor

(includes

divorced

spouses)

Amount of benefits paid,
fiscal years 2002 and 2007 (Millions)

B 2002
$6,473 2007
$5,487
$2,108 $2,156
"2l ﬂ
Employee Spouse 2 Survivor

"Includes $67.1 million in fiscal year 2002 and $260.8 million
in fiscal year 2007 for supplemental annuities. Includes
divorced spouses.

Average monthly amount,
September 30, 2002, and 2007

$1,925 W 2002
2007
$1,531
$1,173
$948
$709
$579
Employee * Spouse 2 Aged widow(er)

"Without supplemental annuity. “Includes divorced spouses.
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Of the employees who were awarded regular annuities in fiscal year 2007, nearly
9,500, or 71 percent, last worked for a railroad either in the calendar year their annuity
began or in the preceding year. Such retirements are termed “immediate,” while those
that occur 2 or more calendar years after the year of last railroad employment are called
“deferred.” As a group, immediate retirees represent career railroad employees who
worked in the industry until retirement. Awards based on immediate retirement aver-
aged $2,859 per month, compared to $1,662 for the 3,800 awards based on deferred
retirement. Immediate retirees averaged 32 years of railroad service, considerably more
than the average of 20 years for deferred retirees. Of the year’s awards, 54 percent of
normal age retirements were immediate. While 88 percent of all 60/30 retirements were
immediate, only 16 percent of the reduced age awards to employees with less than 30
years of service were immediate. Immediate retirements accounted for 77 percent of the
year’s disability awards.

The 277,600 retired employees on the rolls as of September 30, 2007, were being paid
regular monthly annuities averaging $1,925. The table on this page gives data by type
of annuity for these benefits.

Of the 84,300 disabil-

ity annuities being paid, Employee annuities in Average Percent
. current-payment status Per- monthly immediate
20,300 were for total dis- on September 30, 2007 Number cent amount retirements

ability and 64,000 for
occupational disability.

Age

Beginning at full retirement

The two types of disabil- | age or over 25200 9 $1,413 44
ity annuities averaged Unreduced, beginning
$1 346 and $2 213 at age 60 to under full retirement age 90,600 33 2,482 92

b b b
respectively. In fiscal Reduced, beginning

at age 60 to under full retirement age 77,500 28 1,353 38

year 2007, over $333

o C . Disability 84,300 30 2,005 81
million was paid in total

1sability annuities an ota , ,

disability t d Total 277,600 100 $1,925 69

$1,730 million in occupa-| Note.--Detail may not add to total due to rounding.
tional disability annu-
ities.

Approximately 192,400 employees on the rolls at the end of fiscal year 2007 were
immediate retirees and their regular annuities averaged $2,256 per month. Annuities of
the 85,200 deferred retirees averaged $1,176. Although their average railroad retire-
ment annuity was much lower, a greater proportion of the deferred annuitants also
received social security benefits--32 percent compared to 5 percent for the immediate
retirees. Moreover, the average social security benefit paid to deferred retirees was
higher than that paid to immediate retirees. Combined railroad retirement and social
security benefits to deferred retirees who were dual beneficiaries averaged $1,385, while
combined benefits to immediate retirees averaged $1,934. The table on the next page
gives numbers of beneficiaries and average benefit amounts for employees on the rolls
who were receiving social security benefits, and for those who were not, by type of retire-
ment.
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Regular employee annuities consist of as many as three components: tier I, tier II,
and a vested dual benefit. Reductions for early age retirement are made in all compo-
nents in cases where the employee retired before full retirement age with less than 30
years of railroad service. The tier I component is based on the employee’s combined
railroad and social security covered earnings, and is reduced by the amount of any
social security bene-
fit that the employee

Type of retirement

Dual benefit

receives. The gross status Total Immediate Deferred

tier I amounts of
employees on the
rolls at the end of fis-

Receiving social security benefit
Number 36,500 9,000 27,500
Average monthly amount:

cal year 2007 aver- Railroad retirement (regular) $551 $1,189 $342

aged $1,514 per Social security 970 745 1,043

month. Tier I Combined benefit 1,520 1,934 1,385
£ Not receiving social security benefit

amounts of some Number 241,100 183,400 57,700

8,100 employees Average monthly amount $2,132 $2,309 $1,572

were Completely off- Note.--Detail may not add to total due to rounding.
set by social security

benefits. Tier I amounts being paid averaged $1,368.

The employee tier II component is based solely on railroad earnings. Tier II
amounts being paid at the end of fiscal year 2007 averaged $590. Employees are eligi-
ble for vested dual benefits if, based on their own earnings, they met certain vesting
requirements and qualified for both railroad retirement and social security benefits at
the end of 1974, or, in some cases, at the end of an earlier year of last railroad service.
About 40,000 retirees were receiving vested dual benefits averaging $161 at the end of
the fiscal year.

Supplemental employee annuities

A supplemental annuity is payable to employees with a current connection with the
rail industry at age 60 if the employee has at least 30 years of service, or at age 65 if
the employee has 25-29 years of service. The employee must also have had some rail
service before October 1981.

Nearly 7,300 supplemental annuities were awarded in fiscal year 2007, about
1,600 more than in fiscal year 2006. About 5,400 of the awards (74 percent) began con-
currently with the employee’s regular annuity, while the remaining 1,900 were to
employees already receiving a regular annuity. Supplemental annuity awards aver-
aged over $41 per month; 86 percent were at the current maximum rate of $43.
Supplemental annuities are reduced for any part of a private railroad pension attribut-
able to employer contributions. During the fiscal year, 1,800 supplemental annuities
were not awarded because they were entirely offset by private pensions. In a few
cases, the supplemental annuity was partially offset by the pension, or the supplemen-
tal annuity was not offset because the pension was reduced.
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Supplemental annuities were being paid to almost 121,200, or 44 percent, of the
retired employees on the rolls at the end of the 2007 fiscal year. These annuities aver-
aged $42; some 300 of them were paid under 1937 Act amendments, which stipulated a
maximum rate of $70.

Spouse and divorced spouse annuities

Annuity awards to spouses and divorced spouses of retired employees numbered
10,100 in fiscal year 2007, 1,200 more than in the previous year. The table on this
page presents numbers and average amounts of spouse and divorced spouse annuities
awarded during the year and being paid at the end of the year, by type of annuity and
whether subject to age reduction.

If an employee is at least age 62 and retires with 10-29 years of railroad service, or
has 5-9 years of service and at least 5 years were after 1995, the employee’s spouse is
eligible for an annuity at age 62. Full retirement age for a spouse is gradually rising
from 65 to 67, depending on the year of birth. Early retirement reductions are applied
to the spouse annuity if the spouse retires before full retirement age. The reduction for
early retirement is 1/144 for each of the first 36 months the spouse is under full retire-
ment age when her or his annuity begins and 1/240 for each month (if any) over 36.

If an employee retires with at least 30 years of service and is at least age 60, the
employee’s spouse is eligible for an annuity at age 60. Prior to 2002, certain early
retirement reductions were applied to the tier I component of such a spouse annuity if
the employee retired before age 62, unless the employee attained age 60 and completed
30 years of service prior to July 1, 1984. If a 30-year employee retired at age 62, no age
reduction applied to the spouse annuity. December 2001 legislation liberalized early
retirement benefits for 30-year employees retiring at ages 60 or 61 after 2001 and their
spouses. A

spouse of an
In current-payment

employee quali- Awarded in status on

fied for an age fiscal year 2007 September 30, 2007
and service Monthly Average Average
annuity is eligi- spouse benefits Number amount Number amount
ble for a spouse Beginning at full retirement age or over 1,100 $459 19,100 $385
annuity at With minor or disabled child in care 400 1,015 1,600 1,003

any age if caring
£ Unreduced, beginning at age 60
or the employ- | {5 under full retirement age 5,600 1,200 57,600 1,022

ee’s unmarried

Reduced rate 2,500 433 55,600 504

child, and the Total 9,600 910 133,900 716

child is under Divorced spouse annuities 500 491 3,500 443
age 18 or the B

Grand total 10,100 $890 137,400 $709

child became

disabled before Note.--Detail may not add to total due to rounding.

age 22.
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Of the 2,500 reduced spouse annuities awarded in fiscal year 2007, 200 averaging
$685 per month were to spouses of 30-year employees and some 2,300 averaging $414
were to spouses of employees with less than 30 years of service.

At the end of fiscal year 2007, about 133,900 spouse annuities averaging $716 per
month were being paid. More than 3,500 divorced spouse annuities averaging $443 per
month were also being paid. Families with an employee and spouse on the rolls were
paid combined railroad retirement benefits averaging $2,732. This included $2,016 in
regular and supplemental employee annuities and $716 in spouse annuities.

Approximately 53,600, or 39 percent, of the spouses and divorced spouses on the rolls
were also receiving social security benefits. Combined railroad retirement and social
security benefits to these annuitants averaged $1,083 per month, including $278 in rail-
road retirement benefits and $805 in social security benefits. Railroad retirement annu-
ities to the 81,800 spouses not receiving social security benefits averaged $994, while
railroad retirement annuities to the 2,000 divorced spouses not receiving social security
benefits averaged $614.

Like regular employee annuities, spouse annuities consist of up to three components.
The tier I component equals one-half of the employee’s tier I amount before any reduc-
tion for the employee’s social security benefit. The spouse tier I amount is reduced for
the spouse’s receipt of a social security benefit and may be reduced for a spouse’s public
service pension. The tier I portion may also be reduced if the spouse receives a railroad
retirement employee annuity, but this reduction is usually restored through an addition
to the spouse tier II amount. Divorced spouses receive only a tier I benefit.

The spouse tier II component equals 45 percent of the employee’s tier II amount.
Railroad retirement amendments in 1981 precluded further awards of vested dual
benefits to spouses.

Of the 133,900 spouses on the rolls at the end of fiscal year 2007, 93,000 were being
paid tier I amounts averaging $624 per month. The tier I amounts of 40,900 spouses
were completely offset by other benefits also due. Spouse tier II amounts averaged $301.
Vested dual benefits averaging $134 were being paid to 1,200 spouses. The 3,500
divorced spouses on the rolls at the end of fiscal year 2007 were being paid tier I amounts
averaging $457 per month, not reflecting all annuity adjustments.

Lump-sum retirement benefits

A lump-sum benefit may be payable at retirement to employees who received separa-
tion or severance payments after 1984. This benefit approximates the tier II payroll
taxes deducted from separation or severance payments that did not yield additional ser-
vice credits for retirement. Approximately $0.5 million was paid in separation/severance
lump-sum benefits during fiscal year 2007.

Employees who have at least 10 years of railroad service and are not entitled to a
vested dual benefit may be eligible for a dual retirement tax refund if they had concur-
rent railroad retirement and social security earnings within the period 1951-74. The
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refund is equal to the social security taxes that the employee paid on the combined rail-
road and social security earnings in excess of the annual railroad retirement creditable
earnings maximum. During the 2007 fiscal year, the Board paid nearly 2,100 dual
retirement tax refunds averaging $77. Most of the payments were to employees retiring
during the year. Less than 100 refunds were to survivors, mostly widows, of employees
who died before receiving the refund. Employees entitled to dual retirement tax refunds
for years after 1974 may claim them on their Federal income tax returns.

Survivor

Monthly benefits

Annuity awards to survivors of deceased railroad employees numbered 8,100 during
fiscal year 2007, 400 less than the previous year. About 160,300 survivor annuities were
being paid at the end of the fiscal year, including 300 temporarily paid at spouse or
divorced spouse annuity rates pending recomputation to widow(er)s’ rates. Almost
129,400, or 81 percent, of the survivor annuities were to aged widows and widowers.

The table on
: } Awarded in In current-payment status
this page pre fiscal year 2007 on September 30, 2007
sents numbers
and average Monthly Average Average
survivor benefits Number amount Number amount
monthly
amounts of sur- Aged widow(er)s’ 6,500 $1,557 129,400 $1,173
vivor annuities, Disabled widow(er)s’ 200 1,373 4,600 989
by type, for those | wigowed mothers (fathers’) 100 1,585 900 1,471
awarded in the | remarried widow(er)s’ 200 885 4,800 781
year and those Divorced widow(er)s’ 700 854 9,600 773
being paid at the | children's:
Under age 18 300 1,153 2,100 1,153
end of the year. Student * 1,356 100 1,255
. Disabled 200 968 8,900 776
Survivor
.. . Parents’ * $845 - * $858
annuities, like
regular employ- Total 8,100 . 160,300
ee and spouse * Fewer than 50.
o, Note.--Detail may not add to total due to rounding.
annuities, con-

sist of as many as three components: tier I, tier IT and, for widows and widowers only, a
vested dual benefit. As with spouses, legislation in 1981 precluded new awards of vested
dual benefits to widow(er)s.

The tier I component is computed according to social security formulas and is based
on the deceased employee’s combined railroad and social security earnings. A reduction
is made for the survivor’s receipt of a social security benefit. There may also be a tier I
reduction if the survivor receives a railroad retirement employee annuity or public pen-
sion. Remarried and divorced widow(er)s receive a tier I benefit only. A dependent
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parent receives only a tier I amount if another family member is also receiving benefits
or if the parent has remarried.

Survivor tier II amounts are figured as a percentage of an employee tier II benefit.
Prior to 2002, the percentages were 50 percent for a widow(er), 15 percent for a child,
and 35 percent for a parent. The total tier II amount for a survivor family was subject
to a minimum of 35 percent and a maximum of 80 percent of the employee tier II bene-
fit, and all survivor tier II amounts were proportionately adjusted when either limit
applied. December 2001 legislation established an “initial minimum amount” for
widow(er)s which provides a tier II benefit equal to 100 percent of the tier II amount of
the deceased employee. The maximum tier II amount payable to a family rose to 130
percent of the employee’s tier IT amount. Widows and widowers are guaranteed a total
tier I and tier II amount not less than what they were paid as a spouse, any necessary
increase being added to tier II.

Aged widow(er)s, who are eligible for benefits at age 60, have their tier I and tier II
amounts reduced if the annuity begins before full retirement age. The eligibility age
for unreduced annuities is gradually rising from age 65 to age 67. The maximum age
reductions range from 17.1 percent to 20.36 percent, depending on the widow(er)’s date
of birth. Excluding about 300 annuities temporarily paid at spouse or divorced spouse
rates, aged widow(er)s’ annuities being paid at the end of the 2007 fiscal year included
59,400 which were reduced for age. Aged widow(er)s’ tier I amounts being paid aver-
aged $998 per month. In approximately 8,700 cases, the tier I amount was wholly off-
set by reductions for other benefits. Some 45,100 aged widow(er)s were also receiving
social security benefits, and these averaged $752. Tier II amounts averaged $242.
Almost 2,600 vested dual benefits averaging $68 were being paid to aged widow(er)s.

The tier I and tier IT amounts of disabled widow(er)s’ annuities, which begin at ages
50-59, are reduced 28.5 percent for age. Tier I amounts being paid to disabled
widow(er)s on the rolls at the end of fiscal year 2007 averaged $830 (in more than 200
cases, the tier I amount was wholly offset by reductions). Social security benefits being
paid to more than 1,400 disabled widow(er)s averaged $725. Tier II amounts averaged
$195, while the 200 vested dual benefits being paid averaged $83.

Tier I amounts paid to widowed mothers and fathers (widows and widowers caring
for children) generally equal 75 percent of the full amount payable to an aged widow(er)
before any reductions, similar to a social security mother’s or father’s benefit. Eligible
children and grandchildren are paid this same tier I amount. However, if the sum of
the tier I amounts of all members of a survivor family exceeds the social security family
maximum, then tier I amounts are proportionately reduced so that the total equals the
maximum. Reductions for the family maximum usually occur when the family includes
three or more beneficiaries. Tier I amounts being paid as of the end of fiscal year 2007
averaged $1,091 for widowed mothers and fathers and $784 for children. Fewer than
50 mothers (fathers) and some 2,400 children received social security benefits averag-
ing $791 and $516, respectively. Tier IT amounts paid mothers (fathers) and children
averaged, respectively, $407 and $94.
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Lump-sum survivor benefits

A lump-sum death benefit can be payable at the time of an employee’s death only if
there are no survivors immediately eligible for monthly benefits. For survivors of
employees who had at least 10 years of railroad service before 1975, the lump-sum
death benefit is based on the employee’s earnings through 1974, with a maximum
amount of approximately $1,200. If the employee completed the 10th year of service
after 1974, the lump-sum death benefit is limited to $255, the maximum benefit
payable under social security law, and only the widow or widower living in the same
household is eligible for the benefit. About 4,200 lump-sum death benefits averaging
$905 were awarded during fiscal year 2007. More than 500 benefits were to
widow(er)s, while 3,700 were to other individuals who paid the funeral expenses.
Lump-sum benefits may also be payable to survivors of employees with less than 10
years of service, but at least 5 years after 1995, if the employee met the social security
insured status requirements.

Another lump-sum survivor benefit, the residual payment, can be made if no other
benefits based at least in part on an employee’s railroad service will be payable in the
future, and the total of prior benefit payments is less than what the employee paid in
pre-1975 railroad retirement taxes. The 30 residual payments awarded in the
2007 fiscal year averaged $2,674.

Medicare Enrollments

The Medicare program provides health insurance to persons ages 65 and older, as
well as persons under age 65 who have been entitled to monthly benefits based on total
disability for at least 24 months or who suffer from chronic kidney disease requiring
hemodialysis or transplant. In addition to the basic hospital insurance, or Part A, plan,
which is financed through payroll taxes, there is an elective supplementary medical
insurance, or Part B, plan for which monthly premiums are charged.

Eligible railroad retirement annuitants and social security beneficiaries whose ben-
efits are payable by the Railroad Retirement Board are automatically enrolled under
both plans, but Part B may be declined. Eligible nonretired persons must apply in
order to obtain Medicare coverage. The Board automatically enrolled nearly 23,600
beneficiaries for Medicare during fiscal year 2007. As of the end of the fiscal year,
approximately 503,400 persons were enrolled in the Part A plan, and about 487,400
(97 percent) of them were also enrolled in Part B.

Except for benefits for services in Canada, which are paid from the Railroad
Retirement Account, railroad enrollees are paid Part A benefits from the Federal
Hospital Insurance Trust Fund, the same as persons covered under the social security
system. Part B benefits are paid from the Federal Supplementary Medical Insurance
(SMI) Trust Funds. The carrier for Part B claims of railroad Medicare enrollees made
payments totaling $897 million in the 2007 fiscal year.
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The regular monthly premium for medical insurance during fiscal year 2007 was
$88.50 for coverage through December 2006 and $93.50 thereafter. Beginning in
calendar year 2007, beneficiaries with modified adjusted gross incomes above certain
thresholds pay higher Part B premiums. The Board generally withholds Medicare pre-
miums for annuitants from their benefit payments, and at the end of the fiscal year
some 456,900 annuitants were having their premiums withheld. Of the remaining
Part B enrollees, approximately 6,500 were paying premiums to the Board, either
directly or through an intermediary, and 24,000 had their premiums paid by State
agencies. The Board periodically transfers premiums to the SMI Trust Funds.
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RAILROAD UNEMPLOYMENT AND SICKNESS
INSURANCE PROGRAM

FINANCIAL OPERATIONS

Financing sources for the railroad unemployment and sickness insurance program
during fiscal year 2007 exceeded costs by $3.1 million and the net position increased by
$3.1 million from $106.7 million at the end of fiscal year 2006 to $109.8 million at the
end of fiscal year 2007. For fiscal year 2007 as compared to fiscal year 2006, total
financing sources for the railroad unemployment and sickness insurance program

increased by $0.1 million (0.1 percent) to $77.7 million.

Unemployment and Sickness Insurance Program

Consolidated Financing Sources,
Costs and Net Position (Millions)'

For the Fiscal Year Ended September 30

Financing Sources:
Employer Payroll Taxes
Interest Income
Other

Total Financing Sources
Costs:
Benefit Payments:
Unemployment
Sickness

Total Costs

Financing Sources over Costs
Net Position - Beginning of Period

Net Position - End of Period

1 . .
Prepared on an accrual basis of accounting.

(text continued on p. 29)

2007 2006
$74.2 $72.6
5.1 5.0
(1.6)
77.7 77.6
28.5 30.7
46.1 41.9
74.6 72.6
3.1 5.0
106.7 101.7
$109.8 $106.7
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UNEMPLOYMENT AND SICKNESS
INSURANCE PROGRAM

Financing Sources - Fiscal Year 2007
(In Millions)

GROSS TOTAL $77.7

Employer Payroll Taxes' 93.4%
$72.6

\ Interest Income 6.6%
_— $5.1

1Less carriers’ refunds of $1.6 million.

Costs - Fiscal Year 2007 (In Millions)
TOTAL $74.6

Benefit Payments 100%
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Financing Sources

The primary financing source of the railroad unemployment and sickness insurance
program is a payroll tax on railroad employers, based on the taxable earnings of their
employees. The employees themselves are not taxed.

Each employer pays taxes at a rate which takes into consideration its employees’
actual incidence of benefit usage. Under experience rating, employers whose employees
have low incidences of unemployment and sickness pay taxes at a lower rate than those
with higher levels of benefit usage. Each employer’s rate also has a component for
administrative expenses and a component to cover costs shared by all employers. The
rate applies to monthly earnings up to an indexed maximum. In calendar year 2007,
the taxable earnings base was the first $1,230 of each employee’s monthly earnings.
The earnings base is indexed each year by a rate which is equal to approximately two-
thirds of the annual rate of increase in the maximum base for railroad retirement tier I
taxes.

In 2007, the basic tax rates on railroad employers, including covered commuter
railroads, ranged from a minimum of 2.15 percent (which includes a surcharge of
1.5 percent) to a maximum of 12 percent. Most employers were assessed the minimum
rate in 2007. New employers in 2007 paid an initial rate of 3.75 percent.

Employer Payroll Taxes

Payroll taxes by employers totaled $74.2 million during fiscal year 2007. This was
an increase of 2.2 percent or $1.6 million more than the previous year.

Interest

Cash not needed immediately for unemployment and sickness insurance benefits
or operating expenses is held in the Federal Unemployment Insurance Trust Fund and
invested by the Secretary of the Treasury. The fund earned an average rate of return of
4.8 percent in fiscal year 2007, of which the Railroad Retirement Board earned
$5.1 million as its pro rata share.

Costs

Total costs for the railroad unemployment and sickness insurance program
increased by $2.0 million (2.75 percent) to $74.6 million. These costs consisted solely of
benefit payments.

Benefit Payments

During fiscal year 2007, unemployment insurance benefit payments decreased by
$2.2 million (7.2 percent) to $28.5 million. Sickness insurance benefit payments
increased $4.2 million (10.0 percent) to $46.1 million.
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BENEFIT OPERATIONS

Net unemployment and sickness benefits totaling $73.2 million were paid in the
2006-2007 benefit year, $1.2 million less than in the prior year. Beneficiaries num-
bered 27,700 in comparison to the previous year’s total of 27,600. Over 800 employees
received both unemployment and sickness benefits during the 2006-2007 benefit year.
The number of unemployment benefit claimants increased by nearly 7 percent, while
sickness benefit claimants decreased by over 3 percent. Total unemployment benefit
payments decreased by over 3 percent, while net sickness benefits decreased less than
1 percent. The number of employees qualified for benefits under the Railroad
Unemployment Insurance Act rose over 2 percent to 250,200.

Benefits are payable for each day of unemployment or sickness in excess of 7 during
the first 14-day registration period in a benefit year. During benefit year 2006-2007,
there were 7,900 and 15,300 unemployment and sickness benefit waiting period claims,
respectively.

Unemployment

About 9,500 railroad workers were paid $29.6 million in unemployment benefits
during the 2006-2007 benefit year. The number of benefit claimants increased by 600
from the prior year total of 8,900, while the benefit amount fell $1.0 million from the
year-earlier total of $30.6 million. The claimant count increased for the first time since
benefit year 2001-2002. The average number of compensable days per unemployment
benefit claimant was 60 in benefit year 2006-2007 as compared to 61 in the previous
benefit year. This was the lowest number of compensable days since benefit year
2001-2002.

The mid-month unemployment count in the 2006-2007 benefit year began with a
July count of 1,800 claimants. The count peaked at 4,700 in January, then dropped
down to 1,700 in May and June of 2007. For the 2006-2007 benefit year as a whole, the
weekly number of claimants averaged 2,500 in comparison to an average of 2,300 in
the previous benefit year. The overall unemployment benefit claimant rate, measured
in relation to numbers of employees qualified to receive benefits under the Railroad
Unemployment Insurance Act during a particular time period, remained at the previ-
ous year’s level of 4 per 100 qualified. The median age of all unemployment benefit
claimants was 43 years; it was 45 in the previous benefit year.

Sickness

The number of sickness benefit claimants during the 2006-2007 benefit year was
19,000, about 700 lower than in the previous year. The claimant count was the lowest

NOTE.--Railroad unemployment and sickness benefits are paid on the basis of benefit years beginning
July 1 and ending June 30 of the following year. Consequently, operational data in this “Benefit
Operations” section are generally presented for this time span, rather than fiscal years beginning October 1
and ending September 30.
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Major unemployment and sickness benefit operations,
benefit years 2006-2007 and 2005-2006

Benefit year 2006-2007 Benefit year 2005-2006
Item
Unemploy- Unemploy-
Total ment Sickness Total ment Sickness
Applications 35,500 12,200 23,300 37,800 11,400 26,400
Claims 218,500 68,800 149,700 222,800 65,000 157,800
Claimants '27,700 9,500 19,000 '27,600 8,900 19,700

Net amount of benefits $73,159,900 $29,627,200 $43,532,700 $74,387,900 $30,586,500 $43,801,400

Number of payments

Normal 167,700 52,000 115,600 170,400 48,800 121,600
Extended 17,200 4,500 12,600 19,200 5,300 13,900
Total 184,800 56,600 128,300 189,600 54,000 135,500

Average amount per
2-week registration period

Normal $505 $502 $506 $498 $494 $499
Extended 463 463 463 459 452 462
Total 501 499 503 494 490 496

"Benefits for both unemployment and sickness were paid to approximately 1,000 employees in benefit year 2005-2006
and 800 employees in benefit year 2006-2007. Those claimants who had only a non-compensable waiting period
are not included in the beneficiary counts since no benefits were paid.

since sickness benefits began in benefit year 1947-1948. Gross sickness benefits of
$73.1 million were paid, $2.9 million less than in the prior benefit year. Net sickness
benefits totaled $43.5 million, reflecting repayment of a large amount of benefits
following settlements of suits for injuries. Benefits payable for an injury are recoverable
if the claimant is awarded damages or receives a settlement for the injury. Net benefits
decreased by $0.3 million in comparison with the previous year.

After experiencing no decreases during Utilization

benefit years 1995-1996 through 2003-2004, Benefit Per 100 Average
the utilization rate for sickness benefits Year Qualified | Compensable
decreased for the third consecutive year and Employees Days
was at its lowest point since benefit year 2003-2004 8.7 70
1998-1999. The average duration of sickness i .

. . 2004-2005 8.4 69
decreased to the lowest duration since bene- 2005-2006 8.1 69
fit year 1988-1989. 2006-2007 76 67

Among the most common causes of sick-
ness were injuries that included fractures or wounds (affecting 25 percent of beneficiaries),
arthritis and disk disorders (22 percent), circulatory and heart disease (8 percent), and
mental disorders, including drug and alcohol addictions (11 percent). The median age of
all sickness benefit claimants was 52 years; it was 51 in the previous benefit year.
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Claimants under the Railroad Unemployment Insurance Act,
Benefit Years 2002-2003 through 2006-2007

22,445 21,608 B Unemployment |

s 20,246 O Sickness
L 19,040

15,396

11,667

9,345 8.861 9,458

o

2002-2003 2003-2004 2004-2005 2005-2006 2006-2007

Unemployment and Sickness Benefit Claimants by Age,
Benefit Year 2006-2007
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RAILROAD EMPLOYMENT

Average monthly railroad employment in fiscal year 2007 rose by less than
1 percent to 237,000 from the 235,000 average of the previous year. November 2006 had
the highest level of employment in fiscal year 2007 with 239,000 and September 2007 had
the low of 236,000. Average employment was the highest since fiscal year 2000-2001.

Average Railroad Employment
Fiscal Years 2003 through 2007

240,000

235,000

230,000

225,000

220,000

\

Note.--Numbers for 2007 are preliminary.




ADMINISTRATIVE DEVELOPMENTS

The following describes some major issues addressed in 2007 and 2008
as the Railroad Retirement Board continued efforts
to improve agency operations and better serve its customers.

Service

Customer Service Plan

The Board’s Customer Service Plan promotes the principles and objectives of cus-
tomer-driven quality service agency-wide. The plan specifies the level of service cus-
tomers can expect, measures performance, and obligates the Board to report annually
on its performance. Beginning in fiscal year 2008, the agency implemented a revised
plan which provides customers with information about when to expect a decision on
their benefit application and/or claim. The plan will continue to be updated periodically
on the basis of the Board’s experience, comparisons of the agency’s service with the best
in business, and feedback received from customers.

During fiscal year 2007, customers received benefit services within the timeframes
promised in the Board’s plan 98.6 percent of the time. This figure represents overall
timeliness of customer service in four benefit areas: retirement applications; survivor
applications; disability applications and payments; and railroad unemployment and
sickness benefit applications and claims. It should be noted that the Board’s Office of
Inspector General has found several technical problems with performance tracking for
retirement applications. System changes anticipated in fiscal year 2008 will correct
these problems.

During fiscal year 2007, the plan required that persons who filed in advance for a
railroad retirement employee or spouse annuity would receive their first payment, or a
decision, within 35 days of their annuity beginning date. Persons who did not file in
advance would receive their first payment, or a decision, within 65 days of the date they
filed their application. Of the cases processed during fiscal year 2007, 92.6 percent of
employee and 93.0 percent of spouse applicants who filed in advance received a pay-
ment, or a decision, within 35 days of their annuity beginning date. Also, of the cases
processed, 97.3 percent of employee and 96.4 percent of spouse applicants who had not
filed in advance received a payment or a decision within 65 days of their filing date.

The Board’s plan required that those who filed for a disability annuity receive a deci-
sion within 105 days of the date they filed their application. If entitled, the first pay-
ment would be within 25 days of the date of the Board’s decision, or the earliest possible

35
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payment date, whichever is later. Of the cases processed during fiscal year 2007,
69.6 percent of those filing for a disability annuity received a decision within 105 days
of the date they filed an application. Of those entitled to disability benefits, 95.3 per-
cent received their first payment within the plan’s time frame.

The plan required that those filing for monthly survivor benefit payments, or a
lump-sum benefit, would receive their first payment, or a decision, within 65 days of
the date they filed their application, or became entitled to benefits, if later. Those
already receiving a spouse annuity would receive their first payment, or a decision,
within 35 days of the date the Board received notice of the employee’s death. Of the
cases considered during fiscal year 2007, 93.3 percent of the applicants for an initial
survivor annuity were issued a payment or a decision within 65 days. In addition, 97.5
percent of the applicants for a lump-sum benefit were issued a payment or a decision
within 65 days. In cases where the survivor was already receiving a spouse annuity,
94.8 percent of the applicants were issued a payment or a decision within 35 days of the
Board being notified of the employee’s death.

Under the plan, persons who filed an application for unemployment or sickness
insurance benefits would receive a claim form, or a decision, within 15 days of the date
the application was filed, and persons filing claims for subsequent biweekly unemploy-
ment or sickness insurance benefits would receive a payment, or a decision, within 15
days of the date the Board received their claim forms. During fiscal year 2007, 99.5
percent of unemployment benefit applications sampled for timeliness and 99.2 percent
of sickness benefit applications processed met the Board’s standard. In addition, 99.7
percent of subsequent claims processed for unemployment and sickness benefits met
the Board’s standard for fiscal year 2007.

Service Enhancements

Field Service Restructuring

During fiscal year 2007, the Board implemented a hub-and-satellite restructuring
plan for its field service offices, which will enable the agency to improve customer ser-
vice by utilizing new technologies more effectively. The hub-and-satellite configuration
will continue to provide telephone and face-to-face service to Board customers, and will
allow agency management to more effectively balance and share workloads among the
offices in each network. The benefits of the new structure will continue to increase as
new technology and automation options become available.

Toll-Free Telephone Service

In 2007 the Board began working on a new nationwide toll-free telephone service
that will allow the agency to dynamically route phone calls from one field office to
another, based on logical business rules and customer needs. In doing so, it will
increase the Board’s ability to balance its workloads and route calls to the representa-
tive who can best respond in a timely and effective manner. It also will provide the
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agency with much-needed management information about telephone call volumes and
the nature of those calls.

Implementation of the new service is being phased in, starting with 12 Board field
offices. The offices initially using the service are St. Paul and Duluth, Minnesota;
Fargo, North Dakota; Des Moines, Iowa; Jacksonville and Tampa, Florida; Atlanta,
Georgia; Birmingham, Alabama; Oakland, Sacramento and Covina, California; and
Mesa, Arizona.

Nationwide toll-free telephone service will be provided to customers in additional
Board field locations once the initial implementation phase has been completed.

Document Imaging

In fiscal year 2007, the Board conducted a pilot program involving the expansion of
its existing document imaging system to four field offices. During fiscal year 2008, the
agency will expand the use of document imaging to 25 additional offices, with the
remaining offices scheduled for implementation during fiscal year 2009. Expanding
document imaging to field offices will help the Board reduce paperwork, improve effi-
ciency and effectiveness, and protect customer information within a secure electronic
environment.

Contact Log

The Board implemented an online system to better manage customer contacts in its
network of nationwide field offices. The system, known as a contact log, is an interac-
tive database used to record real-time information from customer contacts, primarily
telephone calls. It will replace paper files and notes that are currently housed in the
Board’s field offices and will be available to any customer service agent across the coun-
try, both in the field service and in the agency’s Chicago headquarters. All representa-
tives are able to electronically record contacts or transactions completed with customers
in order to maintain a chronological service history for each customer.

Officials

President Bush reappointed Michael S. Schwartz as Chairman, Jerome F. Kever as
Management Member, and V. M. Speakman, Jr., as Labor Member of the Board. Their
nominations, for terms through August 28, 2012, August 28, 2008, and August 28,
2009, respectively, were confirmed by the U.S. Senate on June 22, 2007.

Mr. Schwartz was first appointed to the Board by President Bush in July 2003. A
long-time official with the State of Illinois, he previously served as the Director of the
Illinois Department of Central Management Services (CMS) from 1995 to 2002, and as
Associate Director of CMS from 1989 to 1995. Mr. Schwartz also served the State of
Illinois as Assistant Director of Personnel, Office of Governor (1988-89); as Executive
Assistant to the Director of Revenue (1986-88); and as Assistant to the Director of
Professional Regulation (1985-86).
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The longest-serving Management Member in the agency’s history, Mr. Kever was
first appointed to the Board by President George H. W. Bush in 1992 upon the recom-
mendation of the Association of American Railroads and the American Short Line and
Regional Railroad Association. He was reappointed to a second term of office by
President Clinton in 1995, and then to a third term in May 2000. Prior to his appoint-
ment to the Board, Mr. Kever was Vice President and Corporate Controller of the for-
mer Santa Fe Pacific Corporation (now merged into the Burlington Northern Santa Fe),
which owned two Class I railroads. Before that he held executive positions with
Household International and Deloitte and Touche.

The agency’s longest-serving Labor Member, Mr. Speakman was first appointed to
the Board by President George H. W. Bush in 1992 upon the recommendation of the
Railway Labor Executives’ Association (RLEA). He was reappointed to a second term of
office by President Clinton in 1995, and then to a third term in May 2000. Prior to his
appointment to the Board, Mr. Speakman was President of the Brotherhood of Railroad
Signalmen (1987-92). In this position he also served as Vice Chairman of the RLEA,
Chairman of the RLEA’s Committee on Railroad Retirement, and Secretary-Treasurer
of the Transportation Trades Department of the AFL-CIO. He also served the
Brotherhood of Railroad Signalmen as Vice President (1985-87), Director of Research
(1984-85), Grand Lodge Representative (1979-84), and Local Lodge Chairman
(1977-79).

In a number of executive appointments within the agency, the Board named
Cecilia A. Freeman as Director of Retirement Benefits, Valerie F. Allen as Director of
Survivor Benefits, and Janet M. Hallman as Chief of Resource Management Center.

Program Assessment Rating Tool Evaluation

The Board in fiscal year 2007 participated for the first time in the Office of
Management and Budget’s Program Assessment and Rating Tool (PART) evaluation
process. Reviews of the Rail Industry Pension Fund and the Railroad Unemployment
Insurance Trust Fund were favorable, with each program earning an overall perfor-
mance rating of “Effective.” This is the highest rating possible, and it indicates that the
Board pays benefits accurately and timely, and that the agency is tracking and achiev-
ing the majority of its performance measures. In connection with the PART review, the
Board has established and is implementing improvement plans to modernize its infor-
mation technology systems infrastructure and customer service delivery, and to expand
its document imaging system. The agency’s complete PART review is available on the
Web at www.expectmore.gov.

Technology and Automation

Database Conversion Project

In 2007 the Board completed work on a major information technology initiative to
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convert its existing IDMS database management system to a more flexible and efficient
DB2 database system. The conversion places the agency in a better position to provide
service more efficiently in the coming years.

The project required major changes in the Board’s infrastructure environment,
including installation of new software for the agency’s mainframe, creation of DB2 test
areas on the mainframe, and installation of new testing, analysis, and programming
tools. To meet the project’s demands, the agency implemented an upgrade of its main-
frame system as well as a large storage system upgrade. Extensive training was also
provided to business analysts, software developers, database administrators, systems
engineers, and supervisors.

Conversion of the database management system reduces the agency’s dependency
on technologies with a limited, shrinking experience base, and positions the Board for
the next generation of IT integrators/developers who have the experience and knowl-
edge of newer technologies.

Data Optimization

Following completion of its database conversion project, the Board began the next
phase of its informational technology modernization effort, which is to optimize perfor-
mance of the agency’s databases and further reduce data redundancy. This phase is
necessary to ensure that retrieval of data is fast and accurate, which can only be
achieved through a properly tuned database. An optimized database also reduces the
need for frequent database restructuring, which can be costly and time-consuming and
can impede performance.

RRB Vision

In 2007, over 30 electronic presentations (referred to as “RRB Vision” programs),
were developed and placed on the agency’s intranet for viewing by employees. Topics
included technical training for claims examiners/representatives, non-technical train-
ing sessions, and presentations from the Board’s Office of Equal Opportunity. The
agency also developed its first program for the public and placed it on the Board’s Web
site at www.rrb.gov. Additional presentations for rail employees and employers are
being developed.

The benefits of RRB Vision include consistency in training, a greater number of
training programs available to offsite staff, availability of training on-demand, and sav-
ings in travel costs when programs are done via RRB Vision instead of in person. The
Board can also provide assistance, training, and instructions to rail employers, rail
workers, beneficiaries and claimants on many topics 24 hours a day.
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Staffing

Like many Federal agencies, the Board has an aging workforce, with a number of
employees approaching and reaching retirement age. To help address an increased rate
of attrition linked to retirement, the agency has looked at a variety of critical positions
to 1dentify any gaps in particular competencies or skills that exist within the workforce.
In some cases, the Board has provided supplemental developmental and training oppor-
tunities to current employees so that the activities associated with these positions will
continue as more experienced employees leave the agency. The Board has also contin-
ued hiring new employees to fill essential positions as funding levels permit. In fiscal
year 2007, for the first time in many years, the agency was able to hire sufficient entry-
level employees for two claims examiner training classes. Given an expected increase
in the agency attrition rate, these new employees, together with those the Board needs
to hire over the next several years, will be key to the long-term success of the agency in
continuing to provide outstanding service to its customers.

The Board is also in the process of developing more formalized human capital man-
agement and succession planning documents. This is partially in response to recom-
mendations and suggestions made by the Office of Personnel Management. The agency
has also created an internal succession planning task force, chaired by its Director of
Human Resources, to provide coordination and consolidation of existing plans, as well
as to identify new initiatives to address this important area.

Office of Equal Opportunity

Diversity Program

During fiscal year 2007, the Office of Equal Opportunity’s employee committees
sponsored many events and activities at the Board to foster a diverse work environment
and enhance the understanding of disability issues.

Throughout the year, the Workplace Diversity Committee conducted several cultur-
al enrichment events to commemorate African American History Month, Asian Pacific
American Heritage Month, Hispanic Heritage Month, Native American Heritage Month
and Women’s History Month. In addition, the Employees with Disabilities Advisory
Council sponsored an informational session on accommodating mental disabilities in
the workplace.

Recruitment

The Office of Equal Opportunity worked cooperatively with the Board’s Bureau of
Human Resources to create a diverse pool of qualified candidates for employment by
identifying sources to recruit individuals from various racial and ethnic groups, individ-
uals with disabilities and disabled veterans.
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Public Information Activities

The Board maintains direct contact with railroad retirement beneficiaries through
its field offices located across the country. Field personnel explain benefit rights and
responsibilities on an individual basis, assist railroad employees in applying for bene-
fits and answer any questions related to the benefit programs. The Board also relies
on railroad labor groups and employers for assistance in keeping railroad personnel
informed about its benefit programs.

At informational conferences sponsored by the Labor Member of the Board for rail-
road labor union officials, Board representatives describe and discuss the benefits
available under the railroad retirement-survivor, unemployment-sickness and
Medicare programs, and the attendees are provided with comprehensive informational
materials. The program marked its 50th anniversary in 2007 with a total of 1,692 rail-
road labor union officials attending 32 informational conferences held in cities through-
out the United States. In addition, railroad labor unions frequently request that Board
representatives speak before their meetings, seminars and conventions. In 2007, the
Labor Member’s Office was represented at eight union gatherings attended by 2,535
railroad labor officials. Field personnel addressed 133 local union meetings with 6,083
members in attendance.

At seminars for railroad executives and managers, Board representatives review
programs, financing, and administration, with special emphasis on those areas which
require cooperation between railroads and Board offices. During 2007, the
Management Member’s Office conducted four seminars for railroad officials, as well as
pre-retirement counseling seminars attended by railroad employees and their spouses,
and benefit update presentations.

Office of Inspector General

During fiscal year 2007, the Office of Inspector General continued its mission to
ensure the economy, efficiency and effectiveness of the programs administered by the
Board, and to identify and investigate cases of fraud, waste and abuse in agency pro-
grams. To further this mission, auditors completed nine audits and issued their find-
ings and/or recommendations to Board management. Special agents also investigated
over 450 potential criminal matters, representing approximately $10.6 million in fraud
against the agency.

The Office of Inspector General completed the audit of the Board’s fiscal year 2006
financial statements and began its audit of the agency’s fiscal year 2007 statements.
Auditors issued an unqualified, or clean, opinion on the agency’s fiscal year 2006 finan-
cial statements. They also reported material weaknesses in internal control over infor-
mation security, performance measurement and the actuarial projection process, and
reportable conditions in controls over compliance with the Prompt Payment Act and
financial reporting.
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Pursuant to the requirements of the Federal Information Security Management Act
of 2002 (FISMA), auditors conducted an annual evaluation of the agency’s information
security program, and concluded that the Board had not yet achieved an effective
FISMA-compliant security program. The agency is working to address
previously-reported deficiencies in access controls, risk assessments and periodic
testing/evaluation. Auditors also reported weaknesses in other areas of the agency’s
security program, including policies and procedures, certification and accreditation.

Other audits completed during the fiscal year examined the Board’s occupational
disability program, data transmission controls in its State wage match program, infor-
mation security in the automated system that pays benefits under the Railroad
Retirement Act, the agency’s privacy program, Federal taxes withheld from railroad
retirement annuities, and controls to safeguard sensitive, personally identifiable
information.

Office of Inspector General investigators focus on identifying, investigating and pre-
senting fraud cases for prosecution throughout the United States. Staff conduct inves-
tigations relating to fraudulent receipt of Board sickness, unemployment, disability or
retirement benefits, and investigate railroad employers and unions when there is an
indication that they have submitted false reports to the Board. They also investigate
allegations of misconduct by agency employees. Investigative efforts can result in crim-
inal convictions, civil penalties, administrative sanctions and/or the recovery of pro-
gram benefits. During fiscal year 2007, investigative efforts resulted in 46 convictions,
32 indictments and informations, 25 civil judgments and $4.6 million in recoveries,
restitutions, fines, civil damages and penalties.



LEGAL RULINGS

Six cases involving the Railroad Retirement Board were resolved by the courts
during fiscal year 2007, and several significant legal opinions were issued.

Court Cases

ight cases of various types involving petitions for review of decisions of the

Railroad Retirement Board were pending in the courts at the beginning of

fiscal year 2007, and one new case was opened during the year. Six cases
were resolved during fiscal year 2007, and three cases were pending at the end of the
year. The following describes the cases of most significance to railroad employers and
employees.

On April 20, 2007, the United States Court of Appeals for the District of Columbia
Circuit issued a decision affirming the decision of the Board in the case of American
Orient Express Railway Company, LLC v. U.S. Railroad Retirement Board. At issue in
this case was a coverage decision issued by the Board which had found American Orient
Express Railway Company LLC, and its predecessor American Orient Express Railway
Incorporated, to be covered rail carrier employers under the Railroad Retirement and
Unemployment Insurance Acts.

On September 24, 2007, the United States Court of Appeals for the Seventh Circuit
issued a decision in Weyerhaeuser Company v. Railroad Retirement Board, which
affirmed in part and reversed in part a coverage decision issued by the Board that cer-
tain individuals who were on the payroll of Weyerhaeuser Company were actually per-
forming covered rail service for the DeQueen and Eastern Railroad, a subsidiary of
Weyerhaeuser. The Board’s decision granted service credits for certain individuals for
specific periods of time, but denied service credits for certain other claimed periods of
time based on the time limit within which requests to amend creditable service records
must be made. The Court agreed with the Board’s decision that creditable service was
performed for the DeQueen and Eastern Railroad. However, the Court also agreed with
the position of Weyerhaeuser that the Board’s regulations would not permit the credit-
ing of service beyond four years in the absence of a finding of fraud. Accordingly, the
Court reversed the Board’s decision, which had granted limited retroactivity beyond the
four-year period, and remanded the case for further consideration of the period for
which service may be credited.

43
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Legal Opinions

The following Legal Opinions are presented here because of their special signifi-
cance or interest.

Legal Opinion L-2007-07 concerned an overpayment in the amount of a marital
property award to the divorced spouse of a railroad employee annuitant. The employee
annuitant was entitled to a disability annuity; however, he earned in excess of the
monthly allowable disability earnings limitation for certain months, which meant that
his annuity was not payable for those months. A marital property award under the
Railroad Retirement Act is a portion of the annuity payable to the employee annuitant.
Accordingly, when the annuity was not payable to the employee annuitant because of
excess earnings, the marital property portion was also not payable. Because the
employee annuitant did not notify the Board of his excess earnings, the annuity was
not withheld for the months of earnings and the marital property portion was also erro-
neously paid to his divorced spouse for those months. Under Board regulations, the
marital portion erroneously paid to the divorced spouse is considered an overpayment
subject to recovery under section 10 of the Railroad Retirement Act. Section 10(c) of
the Act provides that recovery of an overpayment may be waived if it is determined
that the recipient is without fault and that recovery would be contrary to the purpose of
the Act or against equity or good conscience. Legal Opinion L-2007-07 advised that
although the employee annuitant was not without fault in causing the overpayment
because he failed to notify the Board of his earnings, waiver of recovery may still apply
in the case of the divorced spouse if she is without fault and recovery would be either
contrary to the purpose of the Act or against equity or good conscience.

Legal Opinion L-2007-08 addressed the question of whether the Board may accept
as proof of marriage the electronic image of the certificate of marriage obtained directly
from the database of the clerk of a county court in Florida. L-2007-08 concluded that
under Board regulations found at 20 CFR 219.31, the electronic image would constitute
acceptable proof of marriage.

A settlement in payment of a wrongful discharge claim may be credited as compen-
sation earned in past years for benefit entitlement purposes under the Railroad
Retirement Act if the settlement includes pay for time lost, and if the employee’s
employment relation to the employer for the months lost is completely reinstated.
Legal Opinions L-2007-10 and L-2007-12 considered how two settlements of wrongful
discharge claims would result in compensation creditable to the employee for benefit
entitlement purposes.

L-2007-10 concerned identifying the amount of compensation to be credited from the
wrongful discharge claims which were included in a settlement. A paragraph of the
settlement allocated a sum which was agreed to be compensation subject to taxation
under the Railroad Retirement Tax Act. The settlement agreement also allocated other
sums to attorney’s fees and to other damages to be paid to the employee. Since the
employee was reinstated as part of the settlement of claims, L-2007-10 advised that the
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employment relation was reinstated for the period of time between discharge and rein-
statement. Given that the definition of compensation subject to the Tax Act and the
Retirement Act are essentially the same, compensation in the amount identified by the
settlement as subject to the Railroad Retirement Tax Act was to be allocated as com-
pensation to months between discharge and reinstatement for purposes of the Railroad
Retirement Act.

Legal Opinion L-2007-12 concerned a case where reinstatement and back pay arose
from separate litigation. A Public Law Board decision under the Railway Labor Act
found the employee to have been wrongfully discharged, and reinstated him to full
seniority but without any back pay. The employee then brought a separate back pay
claim in U.S. District Court under a State law. When the District Court ruled the
Railway Labor Act decision did not preempt a back pay claim under State law, the par-
ties proposed a payment to settle the case. L-2007-12 advised that while a settlement
payment of a wrongful discharge claim may be credited as compensation only if the
employment relationship for the period of time lost is fully reinstated, the Railroad
Retirement Act did not prevent reinstatement and pay for time lost from being ordered
in separate adjudications. Since the employee was reinstated with full seniority under
the earlier Railway Labor Act decision, the settlement of the subsequent State court
action for back pay could therefore include a payment for claimed months lost which
would be credited as compensation to those months under the Railroad Retirement Act.

Appeals

Any claimant for benefits under the Railroad Retirement or Railroad Unemploy-
ment Insurance Acts may appeal a determination he or she feels is not justified. This
appeal must be filed within certain time frames. Appeals are heard and decided by the
Bureau of Hearings and Appeals. An appellant who is dissatisfied with the decision on
his or her appeal may further appeal the case to the three-member Board within a pre-
scribed period of time.

Railroad Retirement Act

During fiscal year 2007, 594 appeals were filed with the Bureau of Hearings and
Appeals under the Railroad Retirement Act, and the Bureau rendered decisions in 501
appeals. The initial or reconsideration decision was sustained in 161 cases. In 340
appeals the decision was favorable to the claimant in whole or in part.

Ninety-one appeals were filed with the Board in fiscal year 2007, which, added to
the 39 appeals carried over from the previous year, brought the total to be considered to
130. Of 96 decisions, 68 sustained previous rulings of the hearings officer, nine were
reversed, two were sustained in part and reversed in part, one was remanded to
Operations, 12 were remanded to the Bureau of Hearings and Appeals, and four were
dismissed. At the end of the year, 34 appeals were pending before the Board.
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Railroad Unemployment Insurance Act

During fiscal year 2007, 31 appeals were filed with the Bureau of Hearings and
Appeals under the Railroad Unemployment Insurance Act, and the Bureau rendered
decisions in 27 appeals. The initial or reconsideration decision was sustained in 21
cases. In six appeals the decision was favorable to the claimant in whole or in part.

Six appeals were filed with the Board in fiscal year 2007, which, added to the five
carried over from the previous year, brought the total to be considered to 11. The
Board rendered decisions in seven cases of appeals from the decision of the referee,
affirming the decision in five cases, remanding one to the Bureau of Hearings and
Appeals and dismissing one. At the end of the year, four appeals were pending before
the Board.
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Table 1.--Beneficiaries and benefits paid under the Railroad Retirement Act and the Railroad Unemployment Insurance Act, by fiscal year, 1998-2007, cash basis

Fiscal year Total* Retirement? Survivor? Unemployment Sickness

BENEFICIARIES (in thousands)

1998.... 800 530 254 11 21
1999 77 514 246 13 22
2000 755 499 237 14 23
2001 737 483 228 18 24
2002 719 475 219 17 24
2003 699 465 211 15 23
2004.........oir 677 456 203 12 22
2005.......coeciieie 659 448 194 10 21
2006.........cooiiriicnn 643 441 187 9 20
2007 ..o e 641 444 180 10 19
BENEFIT PAYMENTS (in millions)

1998.... $8,305.9 $6,199.0 $2,047.5 $25.9 $33.4
1999.... 8,317.7 6,207.2 2,041.3 33.0 36.2
2000 8,373.3 6,254.1 2,040.3 36.4 42.4
2001 8,506.2 6,352.6 2,058.8 43.2 51.6
2002 8,742.1 6,535.9 2,107.5 49.2 49.4
2003 8,957.3 6,726.0 2,136.9 44.3 50.1
2004 9,091.3 6,876.9 2,131.3 37.7 45.3
2005........ 9,254.0 7,051.6 2,129.5 29.2 43.7
2006.........ceeeimeinnnri e 9,513.7 7,294.0 2,146.9 30.8 42.1
2007.....ooiir 9,871.5 7,641.1 2,156.4 27.8 46.2

! Benefit payments include a small amount of payments for hospital insurance benefits for services in Canada.
2 Retirement benefits include vested dual benefit and supplemental annuity payments. Survivor benefits include vested dual benefit payments.

NOTE.-- Number of beneficiaries represents all individuals paid benefits in year. In total number for each year, beneficiaries are counted only once, even though they may have
received more than one type of benefit. In fiscal year 2007, 8,700 individuals received both retirement and survivor benefits, 900 employees received both unemployment and
sickness benefits, and 3,400 employees received benefits under both the Railroad Retirement Act and the Railroad Unemployment Insurance Act. These figures are partly
estimated, and totals for earlier years are similarly adjusted.



Table 2.--Status of the Railroad Retirement Act accounts and trust funds, by fiscal year, 1998-2007 (In millions), cash basis

Fiscal Year
Item 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
RAILROAD RETIREMENT ACCOUNT
Receipts
TaX transfers .. ....ooieiiieie e $2,660.8 2$2,932.4 $2,928.6 $2,819.2 $2,743.1 $2,651.4 $2,611.0 $2,606.6 $2,674.8 $2,637.8
Interest and profit on investments D et e e e e —— 1,724.3 312.8 1,298.9 2,027.2 1,875.8 291.8 15.1 15.8 19.6 19.3
Transfers from the National RR Investment Trust®.......ccccceveee i i e e, 300.0 1,564.0 809.0 947.0 1,391.0
Transfers from the SSEB AcCOUNt™.........coovvevevieiiiiiciieiiieese oo e et e, 223.0 149.0 38.0 181.0
Loan repayments from RRS or RUI Accounts’....................... 33,9 e 8.2 e e
Transfer from RR Supplemental ACCOUNt. e et e e, 0.1 s e e
Expenditures
Benefit payments "..........ccccveeirieeiieeetie ettt enees $2,897.7 $2,906.4 $2,958.8 $2,971.4 $3,240.7 $3,504.1 $3,602.4 $3,679.0 $3,808.8  $4,073.0
Financial Interchange adjustment®...............cccceeveveeinereeennan, (13.9) (29.0) (50.5) (52.9) 140.9 72.1 36.6 (137.4) (85.9) (45.7)
Net transfers to administration.............cccoociviiiiiiiiiiiiinnnn 49.5 51.2 55.9 54.7 64.9 64.0 65.3 73.7 69.9 64.0
Transfers to the National RR Investment Trust®.....cccocveveeveeeeee e e e, 1,431.6 17,750.0 586.0 ... e
Loans to RUI ACCOUNE......cciiiiiiiiiicrcin s rersesnes eevvieee vveeee e e T8 i e e e e
Balance at end of Period’...........ccceeieueeeiieieie e seee e eeeee e $15,451.2 $15,768.9 $17,032.9 $18,907.2 $18,640.4 $502.2 $625.6 $591.1 $479.4 $616.9
SOCIAL SECURITY EQUIVALENT BENEFIT ACCOUNT!®
Receipts
TaX transfers ... ..ooiuiiieie e $2,208.7 2$2,000.1 $2,2085 $2,134.0 $2,134.7 $2,128.0 $2,240.8 $2,370.8 $2,462.5 $2,538.0
Interest and profit on investments B e ——— 95.3 94.7 118.8 105.5 71.6 59.1 20.0 23.3 28.0 29.0
Transfers under financial interchange e 3,819.1 3,816.0 3,697.6 3,282.8 3,646.8 3,747.3 3,843.5 3,917.3 3,846.3 4,019.8
Advances against financial interchange12 .............................. 3,145.1 2,992.3 3,005.1 3,145.2 3,153.9 3,236.1 3,245.7 3,256.0 3,241.3 3,232.3
Expenditures
Benefit payments. ..........ccoiiiniiiiiiii e $5,069.4 $5,078.7 $5,091.4 $5,215.2 $5,243.8 $5,229.5 $5,288.7 $5,395.8 $5,5636.1 $5,637.9
Financial Interchange adjustment®...............cccceoeevueeinereeennnn, 13.9 29.0 50.5 52.9 (140.9) (72.1) (36.6) 137.4 85.9 45.7
Net transfers to administration.............cccooeiviiiiiiiiiiiiinnnnn 26.2 252 271 25.0 26.1 22.8 22.9 24.1 24.3 25.6
Transfers under financial interchange s 419.4 429.9 465.3 469.7 424.7 426.3 418.6 444.9 4715 483.3
Repayment of advances against financial interchange13 .......... 3,430.0 3,370.8 3,190.1 3,222.2 3,385.3 3,342.4 3,409.9 3,399.6 3,419.7 3,418.7
Transfers to the National RR Investment Trust/RR Account®.... ... ... ooei e, 1,438.0 223.0 149.0 38.0 181.0
Balance at end of period.........c..ccoeeiiiiiiiiiiiiic e $1,965.2 $1,934.7 $2,140.3 $1,822.7 $1,890.9 $674.6 $698.2 $714.8 $717.4 $744.2

See footnotes at end of table.



Table 2.--Status of the Railroad Retirement Act accounts and trust funds, by fiscal year, 1998-2007 (In millions), cash basis - Continued

Item

Fiscal Year

1998

1999

2000

2001

2002

2003

2004

2005

2006

2007

NATIONAL RAILROAD RETIREMENT INVESTMENT TRUST'4

Cash and investment balance at end of period 1 e

$1,420.7 $23,016.5 $25,019.7 $27,636.6

$29,327.9 $32,631.4

RAILROAD RETIREMENT SUPPLEMENTAL ACCOUNT®

Receipts

TaX transfers "o ...coueieeieeiieireciee e e e et et et eaeeereesreens
Interest and profit on investments B s

Expenditures

Benefit payments L
Net transfers to administration...........c.coocvviiiiiiiiiiinininnnn,

Loan repayments to RR Account’®...........cccovvuiiiviiiniinnnnennns

Transfers to the National RR Investment Trust“....................
Transfer to Railroad Retirement Account.................cccceuene

Balance at end of period...........cccoiiiiiiiiiinii

$118.1
2.0

$90.4
2.5

$76.7
3.5

$67.8
3.1

$23.5
2.9

DUAL BENEFITS PAYMENTS ACCOUNT'S

Dual benefit transfers ..........ocoieieiieeie e
Benefit payments.........cooiiiiiiiiiiiii

Balance at end of period ettt e e e e e e e e e —eeeneeaaeaanean

$205.5

200.9

$4.6

$189.0

188.4

$0.6

$173.3

171.4

$1.9

$160.0

156.0

$4.0

$146.0

142.2

$3.9

$131.1

129.4

$1.8

$118.3

117.3

$1.0

$107.1

106.3

$0.8

$97.0

96.0

$1.0

$88.0

86.5

$1.5

See footnotes at end of table.



Footnotes - Table 2

! Net of U.S. Treasury adjustments for payroll tax refunds to certain carriers and their employees for prior periods. Includes Federal income tax transfers under section 72(r) of the
Internal Revenue Code as amended.

2 Reflects transfer of $83.1 million from the Social Security Equivalent Benefit Account to the Railroad Retirement Account for reallocation of fiscal year 1998 payroll taxes. Railroad
Retirement Account also reflects special Treasury income tax adjustment of $146 million for calendar years 1988-1994.

: Net of interest on U.S. Treasury adjustments for payroll tax refunds (see note 1).

4 Under the Railroad Retirement and Survivors' Improvement Act of 2001, as amended, the portion of the Railroad Retirement Account not needed to pay current administrative
expenses is to be transferred to the National Railroad Retirement Investment Trust (Trust). The Trust may transfer funds back to the Railroad Retirement Account for payment of
benefits. The balance of the Social Security Equivalent Benefit (SSEB) Account not needed to pay current benefits and administrative expenses is to be transferred to the Trust or to
the Railroad Retirement Account. The SSEB Account transferred funds to the Trust in fiscal year 2003 and to the Railroad Retirement Account thereafter.

® Includes interest. FY 1998 loan repayments from the Railroad Retirement Supplemental Account. FY 2003 loan repayment from the Railroad Unemployment Insurance Account.
® Under the Railroad Retirement and Survivors' Improvement Act of 2001, the supplemental work-hour tax was repealed for years after 2001, and the separate Railroad Retirement
Supplemental Account was eliminated. The balance remaining in the Railroad Retirement Supplemental Account was transferred to the Railroad Retirement Account.

! Effective January 1, 2002, supplemental benefits are paid from the Railroad Retirement Account.

8 Adjustments in benefit payments charged to the Social Security Equivalent Benefit Account as compared to actual financial interchange benefits, with interest.

® The Railroad Retirement Account balance reflects (a) the current net difference between Board payments of social security benefits and the receipt of reimbursements for such
payments, (b) liabilities for uncashed check credits received from U.S. Treasury, and (c) credits for undistributed payment returns and recoveries. The Dual Benefits Payments
Account balance does not carry over to the following year.

19 Established October 1, 1984, to keep track of the financing and payment of social security level portions of railroad retirement benefits.

1 Transfers to or from OASDHI Trust Funds under section 7(c)(2) of the 1974 Railroad Retirement Act.
2 advances, including interest, from U.S. Treasury to offset lag in receipt of financial interchange funds under section 7(c)(4) of the 1974 Railroad Retirement Act as amended.

13
y Includes interest.

Established February 1, 2002, for investment of railroad retirement assets.
15 . . .

Source: National Railroad Retirement Investment Trust.

16
Established October 1, 1981, to keep track of the financing and payment of vested dual benefits.
¥ Transfers from U.S. Treasury under section 15(d) of the Railroad Retirement Act of 1974 and Federal income tax transfers under section 72(r) of the Internal Revenue Code as

amended.



Table 3.--Status of the Railroad Unemployment Insurance Account, by fiscal year, 2003-2007 (In thousands), cash basis

Fiscal year
Item 2003 2004 2005 2006 2007
RECEIPTS
I ) 1= N $122,638 $109,191 $76,179 $65,725 $65,995
Interest........coonmi s 3,444 5,148 5,796 5,387 3,963
Transfer from Administration fund
under sec. 11(d) of the RUI Act............cccevenenne. 5,645 6,608 6,544 6,664 8,923
Undistributed recoveries of benefit payments1 ..... 788 (1,037) (327) (982) 1,405
LI ] - | $132,515 $119,910 $88,192 $76,794 $80,286
EXPENDITURES
Benefit payments...........cccocceiiiiiii e, $94,389 $82,975 $72,861 $72,812 $74,004
Repayment of RRA Loan..........c.coeoveiviviiinnennnns 8,181 v e e e
Funding for Office of Inspector General.............. 1,392 1,318 1,686 1,558 1,572
LI ] - | $103,962 $84,293 $74,547 $74,370 $75,577
Cash balance end of period..........ccccocevveiinrnnen... $47,921 $83,537 $97,183 $99,606 $104,316

LOANS. ... e
Interest accrued..........cveevuveiiiireieirrei e $173
Repayment from RUI Account............c.cccvenvnnens 8,181

! Net of distributed payments.



Table 4.--Status of the RUIA Administration Fund, by fiscal year, 1998-2007 (In thousands), cash basis

Transfer to

Railroad
Unemployment

Insurance

Taxes and Administrative Account under Balance at
Fiscal year interest expenditures’ Sec. 11d? end of period

1998.....cceccrrrr e $19,081 $13,123 $2,993 $7,849
1999......cerrrrrr e 20,235 13,188 5,814 9,081
2000.........coeeereememerrrr e 19,941 14,847 6,546 7,629
2007....ccco e 20,434 14,004 6,048 8,011
2002......ccoee e 20,032 13,266 6,734 8,043
2003......cco e 21,313 15,407 5,645 8,304
2004......cco oo 20,787 15,846 6,608 6,637
2005......cceeeeeeereeee e 21,126 15,761 6,544 5,457
2006.........ceeeeeeeeemerr e 21,980 10,610 6,664 10,163
2007 ...cccieeeeeeeeremee e 23,082 14,415 8,923 9,907

! Expenditures for each year included encumbrances as of end of year. FY 2006 and later reflect reallocation of prior period

administrative expenses between the Railroad Retirement Act and Railroad Unemployment Insurance Act programs.
2 Transfers to the Railroad Unemployment Insurance Account are based on the amount the accrual balance on the prior

September 30 exceeded $6,000,000.



Table 5.--Number and average amount of retirement and survivor annuities in current-payment status at end of year,
by type of annuitant and fiscal year, 1998-2007

Retired employees Spouses
and Widowed
Supple- divorced Aged Disabled mothers Remarried Divorced
Fiscal year Total* Age Disability — mental spouses widow(er)s’ widow(er)s (fathers)>  Children  widow(er)s widow(er)s®

NUMBER AT END OF YEAR

1998 ..o 875,905 245900 79,017 149,260 174,467 190,222 6,031 1,427 14,347 6,045 9,116
1999 ..o 846,687 236,741 79,617 143,515 167,478 182,839 5,893 1,327 13,964 5,967 9,280
2000 ....ooeeeneneeeeaes 819,327 228,439 80,158 138,158 161,283 175,464 5,679 1,245 13,561 5,886 9,392
2001 oo 790,711 219,646 80,574 132,799 154,710 167,840 5,460 1,165 13,233 5,733 9,490
2002 ..o 775,638 216,044 81,653 132,066 151,006 160,490 5,236 1,114 12,804 5,619 9,545
2003 ..o 756,176 210,363 82,572 129,201 146,740 153,673 5,105 1,035 12,472 5,421 9,541
2004 .....oooeieeeeeeee 736,787 204,650 83,302 125,992 142,881 146,943 4,936 1,050 12,176 5,256 9,550
2005 ..o 721,659 199,767 84,000 123,550 141,330 140,595 4,835 999 11,795 5,078 9,657
2006 ....cooevneeeeeenes 706,158 195,380 84,321 121,407 138,492 134,811 4,733 927 11,448 4,907 9,682
2007 oo 696,472 193,282 84,319 121,188 137,371 129,350 4,596 877 11,078 4,751 9,615
AVERAGE AMOUNT

1998 .. $1,264 $1,346 $43 $502 $768 $672 $957 $646 $531 $546
1999 .. 1,300 1,398 43 514 792 687 991 659 548 559
2000 ...cooieeieieeeeeaes 1,351 1,465 42 530 826 711 1,029 678 571 579
2007 e . 1,414 1,548 42 550 870 746 1,076 706 603 606
2002 ..o 1,496 1,624 42 579 948 799 1,228 728 627 633
2003 .o 1,554 1,683 42 598 985 831 1,279 744 647 649
2004 ..o . 1,619 1,751 42 620 1,026 865 1,337 766 673 674
2005 .. 1,693 1,825 42 638 1,069 902 1,388 789 704 703
2006 ..ooeeeeeiieeeeenes 1,789 1,920 42 671 1,122 946 1,423 823 747 740
2007 e 1,890 2,005 42 709 1,173 989 1,471 853 781 773

! Includes annuities to parents. On September 30, 2007, there were 45 parents' annuities in current-payment status averaging $858.
2 Numbers include annuities temporarily being paid at spouse annuity rates, pending final adjudication of survivor annuities.

NOTE.--Data exclude survivor (option) annuities, last payable in December 2005.



Table 6.--Number and average amount of retirement and survivor annuities awarded during year, by type of annuitant and fiscal year, 1998-2007

Retired employees Spouses
and Widowed
Supple- divorced Aged Disabled mothers Remarried  Divorced
Fiscal year Total ! Age Disability mental spouses widow(er)s widow(er)s (fathers) Children  widow(er)s widow(er)s
NUMBER AWARDED
1998, 36,508 6,756 4,620 4,399 8,739 9,566 248 236 851 360 727
1999 36,205 6,846 5,140 4,496 8,157 9,317 246 199 719 324 759
2000......ccciienenennenns 35,818 7,186 4,709 4,749 8,316 8,699 204 159 714 336 744
2001 33,289 6,285 4,630 4,339 7,648 8,372 217 157 611 307 719
2002......cccciennnenieans 44,485 11,127 5,206 8,337 9,764 8,104 199 161 590 273 716
2003......ccceneneaeans 37,841 8,261 4,955 6,124 8,749 7,800 244 162 645 216 684
2004......cccciieneneneans 36,083 7,801 4,764 5,590 8,579 7,320 218 186 660 258 702
2005°.....ceecnneeennn. 37,405 7,958 4,399 5,671 10,380 7,020 239 176 581 221 751
2006.......ccccunennennennes 35,137 7,919 4,128 5,717 8,830 6,820 204 107 504 197 709
2007...ccciiienineneanes 38,743 9,643 3,619 7,273 10,065 6,482 205 113 498 182 661
Cumulative 1937-2007 4,896,303 1,432,022 504,156 461,453 1,123,259 998,139 17,618 84,493 235,203 14,680 21,754
AVERAGE AMOUNT
........ $1,579 $1,649 $41 $545 $920 $810 $908 $805 $642 $599
........ 1,654 1,751 41 567 945 825 993 831 658 615
........ 1,745 1,871 41 584 998 901 1,049 858 670 613
........ 1,842 1,971 41 613 1,044 927 996 932 701 654
........ 2,243 2,051 42 697 1,286 1,148 1,319 961 697 705
........ 2,201 2,092 41 733 1,346 1,262 1,384 953 775 743
........ 2,247 2,168 41 744 1,378 1,257 1,550 998 816 777
........ 2,285 2,210 41 655 1,416 1,288 1,397 1,023 821 796
........ 2,389 2,308 41 794 1,493 1,334 1,492 1,056 865 822
........ 2,562 2,397 41 890 1,557 1,373 1,585 1,099 885 854

! Includes annuities to parents. Fiscal year 2007 total includes 2 annuities to parents averaging $845. Cumulative total includes 3,526 annuities to parents.
2 An unusually large number of spouse awards were made with small or no tier 1 amounts, resulting in larger than normal numbers of spouse awards and smaller

than normal award amounts.

NOTE.--Cumulative figures reflect adjustments not made in yearly data, but average amounts for each year include effects of changes in rates made by the end of the year.



Table 7.--Retirement and survivor benefits in current-payment status on September 30, 2007, by class and state (Amounts in thousands)

Total Retirement benefits® Survivor benefits
Monthly Monthly Monthly
State! Number amount Number amount Number amount
11,900 $14,541 9,100 $11,493 2,800 $3,048
200 237 200 189 100 48
Arizona.... 12,400 14,134 9,600 11,118 2,700 3,016
PN € T T T PN 11,900 14,869 9,600 12,314 2,300 2,555
(=11 e ¢ 41 - TR Y 37,400 41,690 28,600 32,295 8,800 9,395
[0 1o ¢ Te [ TSP 9,500 11,478 7,300 9,124 2,100 2,353
Connecticut... 3,400 4,074 2,500 3,112 900 962
Delaware.......... 2,300 2,839 1,700 2,204 600 635
Washington DC... 600 551 400 389 200 162
{2 o 4 e - PP 37,400 43,404 29,700 35,209 7,700 8,195
[ 7= ] o - TP 19,600 23,890 15,400 19,298 4,200 4,592
Hawaii... 300 223 200 174 100 49
[ - 1 L T 5,800 7,012 4,600 5,612 1,200 1,400
LT o T PR 44,300 50,130 34,600 39,469 9,700 10,661
INAi@NA.. .. i e 20,500 24,142 15,900 18,945 4,600 5,197
o PR 11,500 13,124 8,900 10,211 2,600 2,913
Kansas 17,600 21,248 14,000 17,127 3,600 4,120
Kentucky.... 18,700 22,308 14,700 17,774 4,000 4,533
Louisiana. 9,500 11,361 7,200 8,809 2,200 2,552
1 - P 3,600 4,084 2,700 3,068 900 1,017
1 =T 7 - o T« 11,500 13,381 8,600 10,178 2,900 3,204
Massachusetts. ........cccveeiiiiiiiiei e e e 5,400 5,871 3,900 4,313 1,400 1,558
LT o T T T TP 18,400 21,288 14,400 16,762 4,000 4,526
Minnesota... 19,700 22,318 15,200 17,301 4,500 5,017
MiSSISSIPPI.cuurrnnrrnrenreearreirer e rrae e ren s e e e e ra s en e nneeenaneas 8,000 9,380 6,300 7,506 1,700 1,874
L= oYU P 23,900 27,623 18,600 21,841 5,300 5,781
[T =T T TP 7,400 8,933 5,900 7,120 1,500 1,813
LAV =] o =T T PP 14,200 17,721 11,500 14,535 2,700 3,186
Nevada............... 4,300 4,976 3,400 4,012 900 965
New Hampshire... 1,100 1,177 800 842 300 335
NEW JEISEY...uieuieuieniiieeienreneerae e s enese s s seaseeaeeessnnenans 11,400 13,364 8,300 10,028 3,100 3,335
New Mexico... 5,800 6,612 4,500 5,156 1,300 1,457
New York...... 27,600 33,374 20,600 26,109 6,900 7,265
NOrth Carolina..........oeeuiiiuiieiieiiee e e e e 12,900 15,097 9,900 11,842 3,000 3,254
NOIth DaKota......c.evuiieiieiii e e e e e e e nneenees 4,000 4,779 3,100 3,669 900 1,110

See footnotes at end of table.



Table 7.--Retirement and survivor benefits in current-payment status on September 30, 2007, by class and state (Amounts in thousands) - Continued

Total Retirement benefits® Survivor benefits
Monthly Monthly Monthly
State! Number amount Number amount Number amount
[0 1« T PPN 36,000 $41,178 27,200 $31,190 8,800 $9,988
(034 F: 1 1] 1 1 F- T PP 6,300 7,470 4,900 5,916 1,400 1,554
Oregon........ 10,700 12,547 8,300 9,905 2,400 2,642
Pennsylvania.. . 45,900 53,594 33,200 39,181 12,700 14,413
Rhode ISland...........coociiiiiiiiiir e e e 700 785 500 572 200 213
South Carolina... 8,100 9,828 6,300 7,856 1,800 1,971
South Dakota..... 1,700 1,942 1,300 1,514 400 428
B =Y 41 1= Y= = Y 15,100 17,997 11,500 14,112 3,600 3,884
(=)< 1= PPN 41,200 49,515 32,100 39,117 9,100 10,399
L0 1 TP PPN 6,800 8,100 5,200 6,284 1,500 1,816
VEIMONE. ...ttt r et e e e e e s e s ara s e enens 1,100 1,101 800 785 300 316
Virginia . 21,800 26,106 16,600 20,423 5,200 5,683
Washington...........coeuiiiiiiiii e e 14,600 17,258 11,500 13,658 3,100 3,600
West Virginia.........coovvuiiiiiieiiiireee e s 11,700 13,787 8,700 10,284 3,000 3,502
WiSCONSIN. ..cuiiiiiiiiiiiie et r e e e e e e e s e s e e eans 13,100 14,551 10,200 11,265 2,900 3,286
WYOMING....ieniiiiiiiirer e s e s ra s e eaa e 3,700 4,685 3,000 3,808 700 877
Outside United States:
[0 1 T- o £ T PP 3,100 2,034 2,000 1,130 1,100 904
L3 Lo T PP PP PP 400 281 200 129 200 153
(0113 T PPN 800 714 500 426 300 288
0 2 696,500 $814,733 536,200 $636,710 160,300 $178,024

! State of residence of beneficiary on September 30, 2007.

2 Includes 121,200 supplemental annuities to employees receiving regular annuities. In a relatively small number of cases, employees were also receiving spouse or widow(er)'s

benefits.
% Includes beneficiaries whose state of residence was unknown.

NOTE.--Retirement benefits include regular and supplemental employee annuities, spouse annuities and divorced spouse annuities. Survivor benefits include annuities to aged and
disabled widow(er)s, widowed mothers and fathers, remarried and divorced widow(er)s, children, parents, and widow(er)s annuities temporarily being paid at spouse annuity rates
pending final adjudication of survivor annuities. Benefit amounts exclude social security payments to dual beneficiaries.



Table 8.--Principal administrative data for the unemployment and sickness benefit programs,
benefit years 2002-2003 through 2006-2007, cash basis

Item 2002-2003 2003-2004 2004-2005 2005-2006 2006-2007
Qualified employees...........ccceeeemmmmennnnnnn. 259,100 248,800 242,200 244,600 250,200
Maximum daily benefit rate...................... $52 $55 $56 $56 $57

UNEMPLOYMENT BENEFITS

Net amount of benefits paid (thousands) $45,614 $38,264 $30,179 $30,586 $29,627
Payments:'
NUMDET ... 96,700 76,400 62,000 54,000 56,600
Average amount per two week
claim period........ccoeeerirrinreneeesenneenns $449 $477 $489 $490 $499
Beneficiaries........ccoriminininieniienneeis 15,400 11,700 9,300 8,900 9,500
Applications received............ccoeeiiiiiinnnens 18,300 14,400 11,700 11,400 12,200
Claims received..........cccoeeeirrcenrncceernceennas 116,400 91,700 73,700 65,000 68,800
Normal benefit accounts exhausted........ 2,900 2,400 2,200 1,900 1,800
Non-compensable waiting period only>.. @ @ @ @ @
SICKNESS BENEFITS
Net amount of benefits paid (thousands) $49,891 $46,413 $43,405 $43,801 $43,533
Payments:1
NUMDET ... 160,700 152,700 140,200 135,500 128,300
Average amount per two week
claim period.......ccccoeoerierimreseeceeneenns $461 $486 $496 $496 $503
Beneficiaries........cccrimiiicnniinniieineens 22,400 21,600 20,200 19,700 19,000
Applications received............ccoeeiiiiiinnnens 27,900 26,600 25,100 26,400 23,300
Claims received..........cccoeeerrrrerrccnensnceennas 185,700 176,800 162,700 157,800 149,700
Normal benefit accounts exhausted........ 4,700 4,500 3,900 3,700 3,500
Non-compensable waiting period onlyz.. 100 200 100 100 100

! Not adjusted for recoveries or settlements of underpayments.
% Benefits are payable for each day of unemployment or sickness in excess of 7 during the first 14-day registration period in a benefit year.
3

Less than 50.

NOTE.--Data covered program activities during the year, regardless of when unemployment or sickness occurred.



Table 9.--All employees, new entrants, employees qualified for RUIA benefits, and related data, by employer, 2006

All employees

New entrants

Creditable Compensation (thousands)

With
With 12 months sufficient Qualified Qualified
of service service for  for RUIA for RUIA
Class or name of employer Total in 2006 RRA annuity  benefits Total benefits Tier | Tier Il RUIA

CLASS OF EMPLOYER
Class | railroads.........cccccveemreiersiescseessessse e seeenns 211,416 169,462 151,044 202,217 17,960 11,620 $11,799,976 $10,997,571 $2,757,331
Class Il railroads........c.cccveeerenerresiessseessseessees s ssnessnes 7,935 5,960 5,422 7,280 823 503 379,321 363,755 98,409
Class lll railroads..........cccveeerrnrreseeesseessseeseeesees e 35,753 27,789 25,216 33,146 3,167 1,782 1,924,316 1,771,713 450,011
Switching and terminal companies. 6,908 5,212 4,751 6,312 721 364 338,847 321,374 85,349
Car-loan companies....... 2,150 1,803 1,483 2,048 159 95 105,292 100,560 28,269
Miscellaneous employers ...........c.covuviuiiiiininnnnn 4,713 3,635 3,314 4,233 426 221 278,897 238,859 57,048

=21 OSSR 268,875 213,861 191,230 255,236 23,256 14,585 $14,826,649 $13,793,833 $3,476,418
SELECTED EMPLOYERS
BNSF Railway Company. 46,963 38,436 33,304 45,333 4,508 3,410 $2,852,260 $2,602,909 $621,225
Canadian National, U.S. Operations

Bessemer and Lake Erie Railroad Co..................... 140 100 118 130 6 ... 7,167 6,808 1,711

Chicago Central and Pacific Railroad Co................ 240 205 218 237 5 3 15,339 13,386 3,249

Duluth, Missabe and Iron Range Railway Co......... 328 275 289 319 19 14 20,087 18,413 4,327

Duluth, Winnipeg and Pacific Railway Co.............. 131 112 118 127 6 5 9,305 8,013 1,752

Grand Trunk Western Railroad Incorporated......... 1,403 1,116 1,288 1,358 22 5 87,856 77,710 18,399

lllinois Central Railroad Company.. . 3,323 2,723 2,517 3,209 171 101 212,540 186,409 43,953

Pittsburgh and Conneaut Dock Co..........cc.ccceruenne 84 71 66 83 1 1 4,399 4,274 1,106

Sault Ste. Marie Bridge Company..........cccccevereenens a7 40 45 47 2 2 2,652 2,520 655

Wisconsin Central LTD.......cccccveemrenimrinessenssennnns 1,658 1,242 1,458 1,595 112 74 99,451 89,897 21,481
CSX Transportation Incorporated...........cccccecvreerrnnenn. 36,612 28,746 26,256 35,128 3,202 2,367 1,960,825 1,856,082 474,627
Kansas City Southern Railway Company................... 3,039 2,420 2,014 2,880 209 113 163,756 155,750 39,260

Gateway Eastern Railway Company...........cccoeuenee 9 6 7 8 i 332 332 100

Texas Mexican Railway Company............ 209 151 125 192 36 22 12,617 10,980 2,543
National Railroad Passenger Corp. (Amtrak).............. 20,908 16,499 17,270 20,073 1,078 595 1,019,685 980,700 271,404
Norfolk Southern Corporation..........ccccvienrisnsssensiens 33,034 27,091 23,145 31,599 2,533 1,402 1,777,108 1,674,210 431,661
Soo Line Railroad Company.........ccccucvrrvenriensssennsanns 3,119 2,499 2,301 3,024 157 127 168,526 158,047 40,822
Union Pacific Railroad Company..........cccccvecirrirnninnns 60,169 47,730 40,505 56,875 5,892 3,379 3,386,071 3,151,132 779,053

! Includes labor organizations, lessor companies, employer associations and miscellaneous carrier affiliates.

NOTE.--Tier | compensation excludes miscellaneous compensation taxable at the tier | tax rate.
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