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V. M. SPEAKMAN, JR. 
LABOR MEMBER 

UNITE13 STATES OF AMERICA 

RAILROAD RETIREMENT BOARD 
844 NORTH RUSH STREET 

CHICAGO. ILLINOIS 6061 1-2092 

MAR 1 6 2010 
OFFICE OF LABOR MEMBER 

Mr. Freddie Simpson 
President 
Brotherhood of Maintenance of 

Way Employes 
20300 Civic Center Drive, Suite 320 
Southfield, MI 48076-4 1 69 

Dear Mr. Simpson: 

As we previously discussed, I have asked the agency's Chief Actuary to estimate the 
financial impact of Mr. Friend's proposed changes to the Railroad Retirement Act on the 
Trust Fund. 

Under either employment scenario (moderate and pessimistic), implementation of these 
proposals would hasten the depletion of the Trust Fund resulting in insolvency. There is 
no scenario where implementation of these proposals is economically viable, even 
when we project the costs while eliminating the cap on Tier 2 taxes. Moreover, the 
proposal to eliminate the cap on the Tier 2 tax will affect 27 percent of the workforce, 
essentially resulting in this group of workers subsidizing the proposed changes for those 
workers and family members affected by these proposals. 

Enclosed are two sets of tables that document the impact through calendar year 2082. 

ANALYSIS UNDER ASSUMPTION 2 

The first set of tables uses the moderate employment assumption, also known as 
Assumption 2. Table 1 shows the progress of the Trust Fund with no changes. Table 2 
shows the progress of the Trust Fund with the cap on taxable income removed and the 
tier 2 benefit cap unchanged. Table 3 shows the progress of the Trust Fund with the 
cap on taxable income removed and the cap on the tier 2 benefit removed. 

Removing the cap on taxable income and leaving the tier 2 benefit cap in place will 
result in a negative Trust Fund balance in 2023 and will remain in a deficit until 2071. 
Removing the cap on both the taxable income and the tier 2 benefit amount will drive 
the Trust Fund into the red in 2020. By 2082, the end of the 75-year actuarial projection 
period, the Trust Fund will be in debt by $789 billion. In each scenario, the maximum 
tier 2 tax rate will reach the maximum 27% in 2019. 
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ANALYSIS UNDER ASSUMPTION 3 

The second set of tables uses the pessimistic employment assumption, also known as 
Assumption 3 and reflects data in the same manner as the tables used for Assumption 
2. We believe using Assumption 3 is the more realistic approach. Our experience with 
the 1980 tax increases demonstrated that tax increases resulted in greater 
unemployment which Assumption 3 reflects. 

Removing the cap on taxable income and leaving the tier 2 benefit cap in place will 
result in a negative Trust Fund balance in 2018. By 2082, the Trust Fund will have a 
deficit of almost $2.6 trillion. Removing the cap on both the taxable income and the tier 
2 benefit amount will also result in a negative Trust Fund balance in 2018 but the deficit 
will be $1 . I  billion as compared to $144 million if the tier 2 benefit cap remains in place. 
By 2082, the deficit will be nearly $3.5 trillion. In each scenario, the maximum tier 2 tax 
rate will reach the maximum 27% in 2019. 

It is clear that implementing these proposed changes would require significant tax 
increases and reduced benefits to offset the increased costs. Moreover, it is important 
to note that under current law the agency's Chief Actuary is required to report to 
Congress any Trust Fund shortfall and recommend proposed changes which could 
ultimately place the continued viability of the entire retirement system in jeopardy. 

Given the interest in this issue expressed to us by other rail labor organizations, we 
intend to share this analysis with the other Rail Labor Chiefs. 

Please let me know if you have any questions or need additional information. 

Sincerely, 

Labor Member 
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