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AUTHORIZATION FOR
INVESTIGATION

i

The Board of Trustees of the Public School Teachers'
1 Pension and Retirement Fund, Chicago, at its meeting of
~1 June 17, 1932, by a unanimous vote, authorized an exam-

ination of the assets and liabilities of the Pension Fund,
~ said examination to include the liabilities arising under
C Ja. the Compulsory and Voluntary Retirement Law ; and ,

selected Mr. Henry R. Corbett to conduct this exami:na-
tion, and to make report and recommendations concerning

~~ both pension systems.
1 (See proceedings of June 17, 1932, Vol. IX, page 495,

Report 1525.)
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9 Letter Transmitting Report

HENRY R. CORBETT
Actuary

Federal Reserve Bank Building

Chieago, Illinois

Board of Trustees of the

1- public School Teaehers'

Pension and Retirement Fund,

Chicago, Illinois

In aceordanee with your instructions I present herewith the

Actuary's Report upon the valuation of the Chicago Public School

Teachers' Pension and Retirement Fund; also of the Compulsory and

Voluntary Retirement Fund of the Chicago Board of Education ; to-

gether with tables and other information as direeted.

Respectfully submitted,

(Signed) HENRY R. CORBETT,
Actiuiry.

HRC/F

Chicago, Illinois, December 13, 1932.
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PENSIONS FOR CHICAGO TEACHERS

A Dual System:

(a) The Chicago Teachers' Pension Law.

~(b) The Compulsory and Vfluntary Retirement
Law.

Pensions for Chicago teachers are provided by the nlinois statutes.
On the whole the prdvision is systematic, logical and fairly adequate.
In one respect it is rather odd, for there are two different acts passed ,
at different times, the administration of each being independent of the al
other. Either one considered alone is inadequate and peculiar. We
sometimes hear criticism of the "Chicago Public School Teachers'
Pension and Retirement Fund" as if it stood alone, criticisms which
would not be made if the critic took into consideration also the
"Compulsory and Voluntary Retirement Fund" of the Chicago Board
of Education; and vice versa.

The Teachers' Pension Fund is administered by its own Board
of Trustees. Its benefits are based upon service regardless of age,
and are inadequate, being only $800 to $1,000 per year. The "Com-
pulsory and Voluntary" allowance supplements this and emphasizes
age, being $1,000 at age 65, increasing yearly to $1,500 at age 70 when
retirement is compulsory. The combined effect is well balanced and
satisfactory. The division of the pension scheme into these two parts
is unusual, but there is no serious objection to the dual control. Two
independent schemes usually increase the cost of administration; but
in this ease the administrations are effieient and eeonomical, and
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afford a useful cheek upon each other which it would be an advantage
to have in some other Chicago pension funds.

The provisions of the dual system as a whole would be approved
by students of old age retirement as reflecting in a commendable
degree the best standards of the day. Both statutes need amend-
ments providing adequate support from taxation. The two statutes
together cost less than other public pension funds iii Chicago in pro- ~~
portion to members and salaries. From the standpoint of tile taxpayer
no pension system in this ebmmunity is giving a better account of
itself than the dual system for teachers.

Neither of the two statutes could be repealed without serious injury
and injustiee, unless its provisions were added by amendment to the
other.

NECESSITY FOR THE EXAMINATION OF PENSION FUNDS

If the situation were fully understood, the management of every
pension fund of this type would have actuarial examinations, just as
they now liave audits of their general accounts. The cost of each
examination would be very moderate if made frequently and regularly.

It has been repeatedly pointed out that in such pension funds,
unless the correct contributions are determined and compared with
contributions actually made, injustiee may be done to younger mem-
bers of the fund. If contributions are inadequate, tile tendency is to
exhaust the reserves by payments to those now on pension and those
soon to retire, leaving inadequate reserves for the younger members.

This uneertainty is the chief reason given for the adop-
tion of the so-called "Allocation" plans iii Chicago. There
are however, serious objeetions to those plans. (See p. 22.)
There are better ways, by which the interests of all tile mem-
bers can be protected.

NEED OF A BETTER UNDERSTANDING OF PENSIONS

Few realize the value of an annuity provision for life. Employees
do not, as a rule, appreciate it enough; and employers do not finance
it sufficiently. These two facts cause most of the difficulty. It is no
light matter to demand or to undertake to supply even a very mod-
erate support for the remainder of life; yet it is just and necessary.
On one hand, members must be mindful of the cost to taxpayers or
employers ; and on the other hand, publieists and economists must
recognize the necessity and justice of pensions.

2
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Result of Examination

,

GENERAL STATEMENT

A brief stateiRent is given here of the essential results of tliis
survey, with detailed comment and explanations further on. (See
p. 13.)

For each of the two funds tlie most important items of infor-
mation are given iii parallel columns,

Liability and Deficit

The Accrued Liability-the amount which would be on hand in
each of these two flinds if proper contributions or premiums had

. Compulsory

been paid year by year in the past. (See p. 16.)

Teachers' and
Pension Voluntary
Fund Fund

Amount of Liability... $41,322,041 $24,864,126
Net assets now on hand. 5,207,439 None
Leaving a Deficit of... .. $36,114,602 $24,864,126

3
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"Deficit" does not mean that the pensioners have not been paid
in full up to date. They have been. It does not mean that this amount
is urgently needed within a few months. It can be spread and col-
leeted over a long period of time but it cannot be neglected. It must
be definitely levied and collected annually, or it will accumulate into
an impossible burden later on. (See pp. 18-20.)

In the Teachers' Pension Fund (but not in the Compulsory and
Voluntary Fund) the income from contributions and taxes is greater
than the current cost; but not enough for the gradual payment of
the Deficit.

The Compulsory and Voluntary Fund has no income and no assets.
Checks for pensioners are paid currently out of the educational fund.
The law compels the Board of Education to pay the pensioners with-
out giving it a special tax for that purpose. This is an abnormal
situation, unfair to the schools. The law should be amended in this
particular. No other pension fund in Chicago plaees a burden like
this upon its department of the public service. (See p. 21.)

Moreover, this situation makes the Compulsory and Voluntary
Fund unstable and unsafe. It operates like an old-fashioned assess-
ment insurance company-paying its claims as they mature without
collecting adequate premiums or contributions, and without creating
any reserves.

But, as already stated, the Compulsory and Voluntary Fund stat-
ute should not be repealed unless the benefits now granted under it are
continued as an addition to the Teachers' Pension Fund.

Total Annual Requirements

The next question is, how much money should be contributed
annually (without regard to who contributes it-the teaehers, the
public, or both together) in order that the system may be soundly
financed.

The annual requirements consist of two parts: Current Annual
Cost, and Minimum Payment on Liability as shown in the following
table:

4



Annual Requirements

Compulsory
Teachers ' and
Pension Voluntary
Fund Fund

(a) Current Annual Cost--The aggregate
annual premium required under present
conditions (See p. 16) ................ $1,047,550 $ 699,862

(b) Minimum Payment on Liability
The annual instalment required to pay
off the Deficit including interest at 4%,
by equal annual payments over a period

~ of 50 years (if payments begin at once) 1,616,517 1,112,937
Making the total annual requirements. $2,664,067 $1,812,799

Annual Current Income (and Annual Shortage)

Income from Taxation (Estimated-See
p. 11) $1,170,000 none

Income from Contributions (normal-
estimated) 1,100,000 none

Shortage-Additional Tax Required... 394.067 1,812,799
Total Annual Requirements ........... *2,664.067 $1,812,799

Or, the situation can be exhibited
as follows:
The net annual tax requirements

are obtained by deducting from the
above the usual contributions of
the teachers.
Teachers' annual contributions-

normal-estimated ............ 1.100.000 none
Net annual requirements from tax-

ation ......................... $1,564,067 $1,812,799
4 Actual normal reeeipts from taxes

now .......................... 1,170,000 none
Yearly increase needed above ta.xes

now provided by law........... $ 394,067 $1,812,799

5



Observe that the income of the Teachers' Pension Fund more
than meets tile annual aetuarial cost (or normal yearly premiums) ;
but falls nearly $400,000 per year short of the whole amount required
annually if we include also paying off the liability over a period of
50 years.

The present statute provides that beginning with the 1934 taxes
the rate shall be 25% higher. This increase will produce about
$300,000 more; and if, as is expected, there is also a reasonable increase
in valuations, the tax rate thereafter for the Teachers' Pension Fund
will be fairly adequate without ehanging the present statute.

But the Compulsory and Voluntary Fund needs about $700,000
yearly for normal annual premiums; and over $1,100,000 yearly to
pay off its liabilities-a total, yearly, of more than $1,800,000.

It has no income either from taxation or from contributions. The
actual monthly payments of pensions already granted, amounting now
to over $613,000 yearly (and increasing each year) are being paid
out of the school appropriations-a burden to which no other depart-
ment of the public service is subjected. This payment of $613,000
yearly to pensioners is a payment on the acerued liabilities-and not
on the normal current premiums.

COMPARISONS WITH OTHER PENSION FUNDS
The taxation costs of the Teachers' dual pension system can be

compared with those of other loea»1 systems in two ways, as follows:
1.-Tax Costs Per Member

Annual No. of Amt. per
Amount Members Member

Received from Taxes in 1928
Police Pension Fund.... $2,508.823 6,467 $387.86

Teachers Fund-(Tax Levy)...... $ 514,862 $ 40.89
0. & V. Fund-(Payments to Pen-

sioners by Board of Education).. 348,520 27.68

Both Funds for Teachers.. $ 863,382 12.590 $ 68.57

Actual Needs of the Funds for Teachers
in 1932, As Shown By This Report

Teachers Pension Fund- $1,564,067 $112.79
Comp. & Vol. Ret. Fund. 1,812,799 130.72

Roth Funds ····$8.376.866 13,867 $243.51

6



2.-Tax Costs As a Percentage of Aggregate Salaries

Annual Aggregate Percentage
Amount Salaries of ~

or of Aggregate
Requirement Members Salaries

Received from Taxes in 1928
Police Pension Fund......... $2,508,823 $14,879,900 16.86

Teachers Fund-(Tax Levy). $ 514,862 1.51
C. & V. Fund-(Payments to

Pensioners by Board of Ed.) 348,520 1.02

Both Funds for Teachers. $ 863,382 $34,083,350 2.53

Actual Needs of the Funds for
Teachers in 1932, As Shown by
This Report

Teachers Pension Fund...... $1,564,067 4.53
Comp. & Vol. Ret. Fund ...... 1,812,799 5.25

Both Funds $3,376,866 $34,500,000 9.79

The dual pension system for Chicago Teachers if adequately
ananced by taxation would cost taxpayers about 10 per cent of the
teachers' aggregate salaries.

Under existing laws the 1934 taxes paid into the Police Fund will
be at least 20 per cent of Policemen's salaries; and the 1934 taxes paid
into the Firemen's Fund will exceed 30 per cent of the Firemen's
salaries.

Policemen's Retirement Fund-The Policemen's Annuity and
Benefit Fund has been operating on the "allocation-
reserve" plan since January 1, 1922. In 1928 the net tax
requirements of that fund (which were based on a rate
of 0.8 mill) amounted to about 16i per cent of the aggre-

< gate salaries of the members.
In 1931 the Legislature enacted a graduated increase

in the fund's tax rate, which by 1934 will be 1.3 mills-
an increase of more than 60 per cent over the 1928 rate.
There is uncertainty at the date of this report as to

1 A future assessment rolls, and as to increases in the police
force; but by 1934 the total net taxes of the police pen-
sion fund will certainly exceed 20 per cent of the salaries
of the members.

Firemen's Retirement Fund-The firemen's pension fund was
plaeed under the "allocation-reserve" system of opera-

7



tion in 1931, the benefits being practically the same as
those of the police fund, while the members number about
half as many as the police. By 1934 the tax rate of the
firemen's fund will be 1.2 mills, almost the same as the
tax for the police fund. Allowing for uncertainty in
assessment rolls, and for increase in the size of the fire
department it appears that the net tax revenues of the
firemen's pension fund for the year 1934 will certainly
exceed 30 per cent and perhaps even approach 40 per
cent of the salaries of the members.

(Since the seheme of benefits is about the same in
these two city funds, the Firemen's being the more recent
enactment, it is probable that the tax for the latter shows
more nearly than the tax for the police the required ratio
of taxes to salaries.)

Teachers' Requirements Reasonable

Considering the requirements of the Poliee pension fund and of
the Firemen's fund by 1934, the net tax requirements of the dual
retirement system for Chicago teachers (about 10 per cent of sal-
aries) seems to be a very modest demand upon the Chicago public.

WHAT MAKES A PENSION PLAN "SOUND"?
Tile word "sound" is used rather loosely with a variety of mean-

ings. A pension plan is sound if the necessary contributions to sup-
port  it are being made and will eontinue to be made. The words "will
continue to be made" are highly important.

There are two things that threaten the soundness of a pension
fund:

(a) Insufficient current contributions ;
(b) An excessive burden upon taxpayers or employers which

they eannot or will not continue to meet.
The Teachers' dual plan suffers on account of (a), because it lacks

assurance of adequate legislative support for its modest and reasonable
program.

The danger, if any, to the other Chicago pension plans arises
from (b) rather than from (a).

The teachers dual plan, if properly looked after and protected,
can easily be made as sound as any of the others, and at lower cost
to the public.

8
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Financial Exhibits

*

b CHICAGO TEACHERS' PENSION FUND
BALANCE SHEET AS OF JULY 1, 1932

Assets and Deficiency

Cash on Hand................$ 379,289
Investments at par value...... 4,828,150

Total Cash and Investments.............. $ 5,207,439
Uneolleeted taxes due in 1931 and preeeding

years after dedueting 10% for loss and
f cost of collection....................... 1,614,300

Deficiency 34,500,302

Assets and Deficiency.... $41,322,041

r
Liabilities

For Pensions Entered Upon:
Service Pensions ........ $12,120,129
Disability Pensions ....... 314,504

$12,434,633
~ For Pensions for Present Aetive Members:

Service Pensions 28,887,408

Total Liabilities $41,322,041

The investments are given at par value. The market values are
of course lower at this date ; but the amortized values are satisfactory
and for the use of this fund the losses will be slight. Whatever loss
there is, will tend to that extent to increase the Liability.

The Liability as stated above includes the reserve for refunds
upon death of members before retirement and upon withdrawal

F before the completion of twenty-five years of service.

1 9
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" COMPULSORY AND VOLUNTARY" RETIREMENT FUND

BALANCE SHEET AS OF JULY 1, 1932
Assets and Deficiency

This fund has no assets, its current requirements being met from
the Educational Fund. (See p. 21.)

Deficiency $24,864,126

Assets and Deficiency. . . . , . . $24,864,126

LiabiUties
For Pensions Entered Upon

(Service pensions only-No disability
Pensions) .............. $ 5,837,660

For Pensions for Present
Aetive Members ....... 19,026,466

Total Liabilities $24,864,126

BOTH FUNDS

CONSOLIDATED BALANCE SHEET AS OF JULY 1, 1932

Teachers' Comp. & Vol. Both
Pension Fund Ret. Fund Funds

Assets and Deficiency
Cash on Hand and Investments. $ 5,207,439 $ 5,207,439
Deficiency 36,114,602 $24,864,126 60,978,728

Total Assets and Deficiency. . $41,322,041 $24,864,126 $66,186,167 1

Liabilities
For Pensions Entered Upon:

Service Pensions ......· $12,120,129 $ 5,837,660 $17,957,789
Disability Pensions .. 314,504 314,504

For Service Pensions for Pres-
ent Active Members 28,887,408 19,026,466 47,913,874

Total Liabilities $41,322,041 $24,864,126 $66,186,167

10



CONSOLIDATED STATEMENT-REQUIREMENTS FROM
TAXATION

Teachers' Comp. & Vol.
Pension Fund Ret. Fund Totals

Liability
~ For Pensions Entered Upon

Service Pensions ......... $12,120,129 $ 5,837,660 $17,957,789
Disability Pensions ...... 314,504 none 314,504

Total ........... $12,434,633 $ 5,837,660 $18,272,293
~ For Pensions

For Active Members...... 28,887,408 19,026,466 47,913,874

Total Liability ............... $41,322,041 $24,864,126 $66,186,167
Deficit
Deduction-Assets on Hand...$ 5,207,439 none 5,207,439

Deficiency $36,114,602 $24,864,126 $60,978,728

Requirements from Taxation
Current Annual Costs (or Premiums)

For Serviee Pensions...... $ 1,017,159 $ 699,862 $ 1,717,021
For Disability Pensions... 30,391 none 30,391

Total ............ $ 1,047,550 $ 699,862 $ 1,747,412
Amortization of Deficit (50

Years, 4% interest; assuming
payments to begin at once) . 1,616,517 1,112,937 2,729,454

Annual Requirements-
Complete .................. $ 2,664,067 $ 1,812,799 $ 4,476,866

Deduet: Teachers' Annual Con-
tributions (Estimated) ..... 1,100,000 none 1,100,000

Net Annual Tax Required.... $ 1,564,067 $ 1,812,799 $ 3,376,866
Annual Tax Receipts under

present law (Based on County
Assessor's estimate of 1931
taxes) 1,170,000 none 1,170,000

Additional Taxes Needed (Net) . $ 394,067 $ 1.812,799 $ 2,206,866

Note:-The increase of the tax rate for tile Teachers' Pension
r Fund for 1934 taxes, and thereafter, will probably yield the additional
~ $394,000 needed as shown above, if the valuations are as expected, and

~ other normal tax conditions are restored.
11
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1
Comments and Explanations

The method of calculation used in this survey, as explained further
on, accords with the technical requirements of actuarial science. But
in these comments the aim is to avoid unfamiliar technical terms and
to set forth for the members and for the public in as clear and interest-
ing a way as possible the nature and status of these funds and the
problem of financing them.

TEACHERS' PENSION FUND ·
·4 ./

Origin

The first law providing pensions for Chicago Teachers was enaeted
in 1895. It was the second law of its kind in tile United States, the
Pension Law for New York City teachers having been enacted in 1894.

Contributions of one per cent of salary by teachers were made
from the beginning, until 1907. Since 1907 contributions have been

p at "flat" rates, that is, they have been based on time of service only,
not on salary or position, These rates have been changed from time
to time.

No public funds were provided lintil 1907 when an inadequate
beginning in this direction was made. After several successive ehanges
iii the law, it was amended into its present form in 1931. Taxes are
automatically levied. For 1 932 and 1933 the rate is four-tenths of :1
mill, and the tax for 1934 and thereafter will be at the rate of one-half
mill.

18
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Amount of Pension

Pension granted is $800 as a minimum if service is 25 years. N,
$20 per year is added for service over 25 years up to 35 years. Maxi- ~
mum pension $1,000.

Pension Age ~

Any age at option of teacher after service as specified above. t.
Compulsory retirement at 70 (under the "Compulsory and Voluntary"
aet whieh eompels retirement and so applies to this fund).

Refunds -h
t. ,

No refund is paid after 25 years of service except in ease of ~
death before retirement. If service is less than 25 years a refund of ,
80 per cent of contributions without interest is paid upon either death *
or withdrawal from service.

Contributions by Members ~

Contributions  depend upon length of service as follows:
For the first four years of service ... $4.50 per month f
For the second four years of service 6.00 " "
For the third four years of service.. 7.50 " "
After twelve years of service.......10.00 " "

This makes a total of $2,020 in twenty-Bve
years. These payments continue as long as i|~
the teacher remains in service. Total pay- 1
ments after 35 years' service would be
$3,020; after 40 years, $3,520.

Disability Clause ~|<

A teacher, retired because of "permanent disability" after 12
years' service, receives an annuity, the amount being $300 as a mini-
mum after 12 years' service plus $38 for each additional year of service. 414
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COMPULSORY AND VOLUNTARY FUND

Origin

The Compulsory Retirement Law beeame effective in 1926 and
provided for retirement that year of all teachers who were aged 75
or older. Since January, 1930, compulsory retirement has been at
age 70.

The Voluntary Retirement Law was added in 1927 and amended
in 1929. It provides that teaehers 65 years of age or over may retire
at their own request.

Amount of Pension

At Age 65 (Retirement Voluntary) . . $1,000
At Age 66 " " · · 1,100
At Age 67 " 1,200
At Age 68 " 1,300

At Age 69 " 1,400
At Age 70 (Retirement Compulsory) . . 1,500

Service Requirements

The service requirements are 20 years in the Chicago public
schools for the eompulsory retirement; and 25 years in the public
schools of the United States, the last 15 of which were in the Chicago
public sehools, for the voluntary retirement.

COMBINED EFFECT-BOTH FUNDS

The Compulsory and Voluntary Retirement Law, as just stated,
applies to teachers retiring at age 65 or later. Such teachers receive
two allowances, one from the Teachers' Pension Fund and the other
from the Compulsory and Vollmtary Fund, the maximum eombined
pension being $2,500 per annum.

Teachers retiring before age 65 receive only the pension of $800
to $1,000 (from the Teachers' Pension Fund).

15



NATURE OF LIABILITY AND ANNUAL COST

The two items of information most needed concerning a pension
fund are:

1. The Current Annual Cost (or Aggregate Annual Premium)
This means the correct annual deposit which ought to be made

for the current year on a strict cost accounting basis. To use the
analogy of insurance-this is the aggregate of the annual premiums
for that year for the pensions of all members. It is found by spread-
ing equitably over the years of service, the cost of each member's
deferred annuity, taking into consideration the probability of his
being there to receive it. Failure to make these annual payments at
the proper time has created the present defieit.

This cost for a given year must not be confused with the
amount paid to actual pensioners during that year. Payment
of monthly checks to pensioners is the final use of the Re-
serves-the gradual paying off of costs incurred years before,
when the service was rendered.

Justice to the younger members and the permanenee of the fund
-can be assured if the correct annual premiums on a cost accounting

basis are regularly determined and contributed each year.

2. The Accrued Liability:
The Liability is the amount which would be on hand if the annual

deposits or premiums described above had actually been paid into the
fund every year in the past. Inadequate deposits, or premiums, result
in a deficit, whieh is the difference between the Aeerued Liability and
the assets now in the pension fund.

The nature of this liability is commonly misunderstood.
The uninformed often think there is a surplus instead of a
deficit. The payments into a pension fund may be quiteinsufficient and may yet accumulate into a large amount on
hand so that many suppose that the fund is in fine condition;
whereas an actuarial examination would show a large deficit,
This eondition is distinctly like that under the old assessment
and fraternal system of life insurance. It is a matter of his-
tory that the normal losses of assessment insurance societies
completely wiped out the supposed surpluses of a few years
before and sent many of the organizations into bankruptcy.
Some pension funds today are having a like experience.

16



11 Method of Calculation

The basis of the calculation is the amount of pension eaeh person

i 1 will receive annually assuming that he will live and remain in service
until retirement.

Death and withdrawal rates play an important part in sueh ealeu-

lations. In addition, interest is a vital factor. The interest rate used
in this survey is 4 per eent.

f A rate of withdrawal had to be established, based upon the expe-
rience of the Fund. The rate thus obtained was then tested by com-
parison with the experience of similar funds.

Withdrawal and mortality rates are necessary because the basic
~2 idea is to calculate the cost for those who will remain to reeeive the
P. pensions. As to the death rate, the American Experienee Table of
F Mortality is the legal insurance standard for this and most other

I states; but it is well known that it has now ceased to represent the
actual experience either for life insurance or for annuities. Some

1 years ago all Ameriean and Canadian insuranee companies pooled
their experience in the preparation of new tables known as the Amer-
iean Men Table and the American Annuitants Table which undoubt-

e
edly represent the best available experienee at this time and are
accordingly used in this examination.

To insure aeeuraey the proeesses of computation are carried for-
ward under definite eheeks and controls. The figures are assembled
and the final results determined, as reflected in the balance sheet and
other statements of this report.

f The method of determining this annual cost has come
to be well understood. All life insurance companies and many

1 public pension funds are required to report the liabilities
resulting from annuities as well as from life insurance ;
consequently, actuarial methods have become tested and
standardized, and an experienced aetuary ean state on cost
accounting principles the liability and the annual cost for
any fund of this type after making the proper calculations.
If this is properly done, and such reserves are set aside, a
pension fund of this type will make as secure provision for
the individual, as if the tax-payers contributed to separate
savings accounts for each member-a process which ineurs
much higher current cost.

The method referred to above has been continuously used by
actuaries for many years. It consists of obtaining first what might
be called a single premium for all future pension payments to the
present personnel. When this plan was first devised, cost accounting
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was little known and seldom used. In reeent years, by a rather simple
and natural transformation, this single premium has been distributed
into what might by the same analogy be called annual premiums.

The High Cost of Delay
Fixing attention now on the Current Cost, or the aggregate prem-

ium for any given year (see p. 16)-cost accounting requires that this
should be paid the year the work is done, as a part of the cost of
operation for that year. It would not be strictly logical to charge
any such cost to years long afterward. Nevertheless, moderate pen-
sions are just and necessary, and when neglected the cost must be
made up in subsequent years.

The Retirement problem is similar in cost aceounting tothe problem of Replacement. Buildings and equipment dete-riorate with age and must be replaced. Even if by oversightor neglect no reserves have been accumulated for this, the costof such replacement cannot be avoided; and the neglect of thepast must be made up in the present and the future.
The accountant knows that the most costly way to dealwith the replacement problem, is not to replace. So, too,with human replacement. Human replacement costs morethan material replacement because it must be done humanely.

The alleged high cost of pensions is largely the high cost of delay.
In a recent talk on pensions, a student of the subject illustrated this
as follows:

"If a young working man in a city where they charge 7cents a ride on the street ear, instead of paying his 14 centsa day, should 'Charge it' at the street car company's office,and not begin to pay it until he stopped riding when he was70, it would cost him about $70 a month from his seventiethbirthday until he died to settle the bill. Or he could squareit for about $7,000 cash the day he is 70.
"If his rent at $30 a month were allowed to run on unpaidfor 50 years, he would be owing about $50,000 at the end ofthe time.
"What then, should we say of the workingman who eom-plained of the frightful cost of car fares at $7,000 and asix-room house at $50,0007"

Danger in Deferring Adequate Contributions
We have already seen how pensions should be paid for, year by

year, as regularly as wages are. Regular salaries are rarely deferred.
A condition such as that now existing among Chicago teachers is very
unusual; but in regard to pension premiums it has been quite common.
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If we could eoneeive such a thing as that salary payments to any
group were deferred for a long period of years, it would eventually
beeome difficult if not impossible for future taxpayers to meet the
aggregated burden. So too, in a degree, with the pension situation.
However just and necessary, it becomes a problem to make 1lp the
negleet of the past.

Paying Off the Liability

The annual requirements as herein stated contemplate paying
off the liabilities in equal annual installments over a period of 50
years whieh is about the longest feasible spread. Many pension funds
arrange for payment during a shorter period; the result is to impose
a heavy burden upon the first generation after the plan of payment is

~ started.
The relation of these successive generations of taxpayers to each

other is very important and it will be worth while to deal somewhat
fully with that subject.

"Unto the Third and Fourth Generation"
We cannot understand the baekground of pension fund finance

unless we consider what has been going on for a long time in the past,
and what must be done through a still longer time in the future. A
pension fund deals with generations as most problems deal with years.
By "generation" we mean a rather indefinite period of 20 to 30 years,
approximately 25 years. Pensions are granted in recognition of past
service often over at least two sueh generations. Let us then speak of
two sueli past. periods as Generations "Y" and "Z" respectively, and
future periods beginning now, as 'A-'' D , v , , ete./Dy 09" "D"

Generation "Y" (Beginning, Say 50 Years Ago)

No pension fund was then in existence, but service was going
on, nevertheless, which helped to create the present liability.

Theoretieally, the correct premiums, calculated aetuarially, should
be paid from the beginning of service. Even when no pension fund
was in existence, and when nobody was thinking of pensions at all,
the present liabilities were being ereated.

Generation "Z" (Beginning, Say 25 Years Ago)

At this point the people interested became pension-minded and
started a pension fund. Contributions were made by the employees
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PROPOSED CHANGE TO AN "ALLOCATION RESERVE" PLAN
NOT RECOMMENDED

Some principals and teachers and members of the Board of Trus.
. tees have been advised that the two present plans for retirement of
teachers should be discontinued, and an "allocation" plan substituted
for them, similar to those now in operation in several other public
pension funds in Chicago. In making the present survey the actuary
has been asked to investigate and report whether such a change is
advisable.

The chief reason given for changing to the allocation plan is the
danger that contributions for younger employees would not be suffi-
cent, and that the funds would be exhausted by the pensions of the
older persons who retire lirst.

This is a real difficulty, and the allocation plan offers a solution.
It is not strange therefore that publie-spirited people have turned to
this type of plan with a sense of relief and satisfaction. But there
are serious objections to the "allocation" plans which are not gen-
erally understood; and since there are other effeetive ways to safe-
guard individual interests, it is important to have these objections
clearly brought out.

Allocation Is Not Actuarial

Advoeates of the "allocation" plan have sometimes called it the
"aetuarial" plan, intimating that it is the only such plan. On the
contrary, in so far as it is an allocation plan it is not actuarial. The
two terms contradict each other. An actuarial process measures cost
by probability based on statistics. An allocation plan requires publie
eontributions to a savings account for every member as if his retire-
ment on pension were a certainty; and this greatly increases the eur-
rent burden upon the taxpayers.

The allocation plan is a distinctive type. Its distinctive
feature is to make publie contributions to savings aeeounts
sufficient to pension every member. The traditional type,
on the other hand, calls for public contributions sufficient
only to pension those expected to retire.

Insurance is on an actuarial basis. The cost of the benefit is
Egured according to the probability of receiving it. Insurance might
be defined as a device for substituting probability for allocation. To
illustrate : Under strict allocation, to replace a house destroyed by
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fire a reserve for each owner must be created suffieient to rebuild it ;
1 but by insu>ranee the same object is reached by means of a premium

based on the probability of its being so destroyed.
It is impossible to carry any pension plan through to the

end on an allocation basis. A strictly individual allocation
1 plan would mean that John Jones' contributions are saved

up and spent for his benefit alone. Suppose he and George
( Brown retire at the same age with the same accumulation.

Up to that point they can go, using merely savings bank pro-
cedure. Now comes the aetuarial part-they receive the
same annuity. This is not individual but aetuarial. Jones
lives only half as long as Brown. Part of Jones' money is
used to keep up Brown's pension. Is this strictly "individual
accounting" 7 If not, does anybody object to it on that
account?

Any provision for life must be acl:uarial, not individual ; but it
will be none the less sensible and seientifie. The allocation plan
requires contributions from the taxpayers as if every employee would
receive a pension; although we well know that only a minor portion
will require them. A savings aeeount is created for the old age of
every separate employee-mostly at public expense. A savings; bank
does not require an actuary.

Of all the public pension funds those of New York and Massaehu-
set.is have probably had the most thorough aetuarial study : yet no
important fiind in either of those states is on an individiial allocation
reserve basis except of conrse as to the contributions of members,

i whieh are allocated in all pension funds if refiinds are allowed at
withdrawal.

People do not realize how unusual is the idea of indi-
vidual allocation reserves at the expense of the taxpayers.

Excessive Reserves

It may be argued that the excessive reserves accumulated under
+ the "allocation reserve" plan at the expense of the publie are not lost.

This is quite true. They are kept in the treasury for years till one
by one the deaths and withdrawals occur, when they are used for
other pensions. But this compels the taxpayers of today to contribute
reserves for the benefit of a generation later on. The presenee of
these excessive reserves is a constant temptation to increase the ben-
efits, and the cost of administration. More than once unnecessary
inereases in the cost of these funds have been urged by the unthinking
because of the great accumulation in the treasury. That this has
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actually resulted here in Chicago, is shown by the increased expenses
of operation and by repeated increases in the extent of benefits.

The total now invested in the various allocation plans
in Chicago is probably not less than $50,000,000.

Individual Accounting
The undue emphasis placed on individual accounting by advocates

of the " allocation reserve" plan has created the impression that unless
public contributions are allocated to the credit of the individual mem- <
bers of a pension system the interests of those members are not being
properly safeguarded. That impression is incorrect. Life insurance
companies do not use the allocation plan of bookkeeping; neverthe-
less every right and interest of each polieyholder at any date is de-
fined and protected.

Of course in every sound pension system there is individual ae-
counting for the contributions of the members. The present account-
ing procedure of the Teachers' Pension Fund is entirely adequate and
is not surpassed by that of any other pension fund in Chicago.

Life insurance companies' reserves are never allocated
to individuals and are always based on probability as shown
by statistics. Yet in all the vicissitudes of finance, life insur-anee stands out as the Gibraltar of protection for the entire
personnel coming under it.

It is not necessary however, to underwrite pension plans
in an insurance company. The technique and the relation to
mortality tables is much the same as in life insurance ; but
any proper subject for insurance must have an element of
sudden loss. Between death losses and pension losses, there
is mueh the same difference as between a fire and the gradual
depreciation of buildings or equipment. Corporations insure
the former loss; but they appraise and calculate and make
annual provision themselves for the latter. Of course the
reserves shonld be handled with the same competence and
integrity which characterize the best insurance companies and
trust companies.

The Actuarial Method
More than thirty years ago the method of det;rmining the cost

of pension funds was clearly set forth in England by MeLanehlan,
King and Manly, eminent British aetuaries.

This method has been consistently followed by American aetuaries
in a long list of notable examinations, e. g., those conducted by the
State of Massachusetts, the City of New York, and by the Illinois
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Pension Laws Commission in the examination of existing funds. It
is the acknowledged method wherever the idea is to provide pensions
for those who will actually require them. By applying cost account-
ing methods, the normal contributions can be determined for each
year. This will safeguard the future interests of every member.

There are, of course, elements of uncertainty in with-
drawal scales. This is true also of mortality tables. No
forecast is certain, yet this is an age of forecasts, even in
directions more difficult than this. The writer was impressed
recently with the forecasts of the telephone company in a
great metropolis, estimating the number of homes, families
and telephones in outlying parts of the city for every sepa-
rate year for the next decade.

The nationally-known oil companies forecast the prob-
able number of automobiles and quantity of gasoline and
oil to be consumed in every section of every state for years
in advance. The demand for manufactured articles for the
coming season is calculated ahead with the utmost care by
every great business involving distribution over a consider-
able territory. Statisticians assemble data on probable busi-
ness aetivities and predict the volume of sales in every
section. Like the aerial eyes of a modern army, these statis-
tical forecasts are extending the vision of the captains of
industry.

Useful and indispensable as these foreeasts are, they are
in most enses crude in comparison with the well developed
means at the command of any eorporation for foreeastinir
within reasonable limits the cost of a eiven retirement pInn.
For almost 50 years, the principles of pension calculations
have been known to actuaries : and rich additions to this
field of knowledge have been made during the last deeade.
These methods are familiar to the actuary.

The domain of knowledge is everywhere extendintr itself
by conqnerine the territory of isnoranee. and this result is
not attained hy diseouraging the attempt, nor by belittling
its value.

4 Questions of Formula

Such questions as the ammint of pension to be paid,
whether dependent iipon salary, or years of service. the age
of retirement. etc., are questions of formula. The formula of
certain ,allocation plan# may have advantages or disadvan-
tages as compared with the dial plan for teachers. Such
changes of formitla could readily bo made without changing
the type of the plan.
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1
Other Objections

All pension plans probably contain imperfections. The following
eomments are intended to be constructive rather than critical. It is
an advantage to the members of any such fund to have everybody
understand it fully. There is never any permanent gain from eon-
cealment. The facts stated herein should be understood by those
responsible for the enactment of future laws ; and it is particularly
necessary that they be considered in connection with the proposal to
substitute an "allocation reserve" plan for the present dual provision
for teachers' pensions.

Liberal retirement allowances should be provided for public em-
ployees. Such allowances are good public policy beeause they increase
the efficiency of the service and in the long run they save money
for taxpayers. Benefits should be uniform and should be placed upon
a sound and enduring basis.

We all favor liberal uniform benefits for policemen, fire-
men and other public employees. Criticism made here is
directed only at the needless burden upon present taxpayersin providing such benefits and at the unnecessary and dis-
criminatory additionil.1 benefits given to 0Ider members whoseinfluence was desired iii the enaetinent and operation of thelaw.

Discrimination Against New Members

To secure the enactment of any new pension statute it seems
necessary to get the support of the beneficiaries, especially of the
older, more influential members of the service. To obtain that support
the "allocation-reserve" plans have discriminated in the scheme of
benefits in favor of these older members. The reason given was that
these older men had such rights under the superseded plans; but
those ill-eonsidered so-called "rights" were in insolvent pension funds;
mid to make matters worse, in the change to the new plans they have
been in many instances greatly enlarged.

It is possible however to pick out a few eases in whichlater entrants after the date of adoption might get more
than "present members" at sneli date. These are exceptional
eases due to the eomplicated nature of the Chicago alloeation
plans; and notwithstanding these few exceptions the dis-
crimination iii favor of those who in 1921 were already long
in service is serious alid material.
These diseriminations are not based upon seientifie or equitable

principles. As a matter of fact the most carefully considered recent
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pension plans, and practically all annuity plans insured in life insur-
anee companies, award smaller benefits for past service than for
future service. There are two reasons for this:

(a) During future service the contributions of members
will be larger than during past service.

(b) The present taxpayers cannot consistently be asked
to make up in full the neglect of the taxpayers of a former
geiieration.

In regard to the cost for past serviee see the titles "High
Cost of Delay", "Deferring Adequate Contributions"-p. 18.

Looking forward now to the time when the younger members
in the allocation systems thus discriminated against will be the influ-
ential members, we can foresee that they will demand equal partiei-
pation iii the guarantees and benefits of the pension law. These
diseriminations therefore sow the seed of future dissatisfaction and
colitroversy.

The present dual pension plan for teachers is uniform and equi-
table as to all classes of members.

Involved Structure of the Allocation Plans

The allocation reserve pension laws are needlessly complicated.
They depart from scientific principles in matters that mean millions
(sueh as the diserimiiatory feature just mentioned), and are filled
with elaborate speciBeations and nieeties regarding elements of less
importance. Complicated statutes always lend themselves to improper
manipulation. There is no reason why all the parts of an ideal retire-
ment statute should not be clear to any intelligent reader.

Wider Scope of Benefits
The Chicago "allocation" plans include other benefits besides

pensions for old age and permanent disability which are the normal
benefits under pension funds. The additional benefits include :

Life Insuranee (called in the statute "Widows' Annu-
, ity", "Children's Annuity") ;

Workmen's Compensation (ealled "Duty Disability",
"Supplemental Annuity", "Compensation Annuity") ;

Health and Accident Insurance (called "Ordinary Dis-
ability") .

The question is whether a pension plan should contain
these features. It is generally thought better to grant each
by itself, if necessary, under its usual name.
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Conclusion Regarding the "Allocation" Plan
There are simpler and safer ways to safeguard the interests of ~

the younger members. Exactly the same problem arose regarding life
insuranee in the days of fraternal and assessment soeieties. The
earlier claims got the money and left the later elaimants unprovided
for. But actuarial studies were not abandoned nor separate aeeumu-
lations created for everybody. Actuarial processes were emphasized
more and more, till the public eame to understand the situation.

The pension world today is at aboutzthe same stage as the insur-
anee world was then. The remedy now, as then, is to cherish and
utilize the aetuarial standards-not to abandon them and contribute
publie funds to separate accounts for every employee.
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Statistical Tables

ACTIVE TEACHERS TABULATED BY AGE

Number Number
Age Age

Men Women Total Men Women Total

20 1 1 45 43 272 315
21 4 4 46 67 237 304
22 8 10 18 47 53 233 286
23 23 31 54 48 52 215 267

- 24 35 197 232 49 54 211 265

25 51 491 542 50 53 206 259
26 50 576 626 51 39 215 254
27 71 521 592 52 31 243 274
28 63 451 514 53 40 254 294
29 50 303 353 54 38 227 265

30 59 318 377 55 24 187 211
31 73 283 356 56 33 240 273
32 78 305 383 57 30 228 258
33 57 366 423 58 25 188 213

43834 71 367 59 11 192 203

35 79 346 425 60 20 155 175
36 81 376 457 61 25 152 177
37 86 364 450 62 13 129 142
38 62 290 352 63 11 115 126
39 71 308 379 64 17 96 113

367 429 65 11 9340 62 104
41 57 334 391 66 8 61 69
42 62 321 383 67 11 45 56
43 54 312 366 68 14 35 49
44 60 281 341 69 5 24 29

-I -- I-

2,096 11,771 13,867
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ACTIVE TEACHERS TABULATED BY YEARS OF SERVICE

Years Number Years Number
of of

Service Men Women Total Service Men Women Total

0 .. 41 59 100 27 16 148 164
1 ...133 350 483 28 23 192 215
2 .. 98 562 660 29 19 235 254
3 ..113 446 559 30 12 101 113
4 ... 65 410 475 31 16 157 173

5 .. 96 374 470 32 23 188 211
6 .. 97 480 577 33 11 198 209
7 ... 85 268 353 34 20 173 193
8 .. 80 515 595 35 11 91 102
9 ..132 390 522 36 . 13 159 172

10 . 99 401 500 37 10 176 186
11 ..109 470 579 38 9 145 154
12 . 90 382 472 39 13 109 122
13 .. 62 482 544 40 8 103 111
14 ... 67 378 445 41 8 102 110

15 67 371 438 42 3 107 110
16 49 242 291 43 5 70 75
17 41 243 284 44 2 62 64
18 41 318 359 45 3 55 58
19 69 349 418 46 33 33

20 40 339 379 47 29 29
21 45 289 334 48 1 14 15
22 42 234 276 49 11 11
23 33 199 232 50 . 88
24 28 192 220 51 1 2 3

25 28 195 223 52 4 4
26 19 161 180

2,096 11,771 13,867
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PRESENT SERVICE PENSIONS
TEACHERS' PENSION FUND ONLY

Tabulated by Age-Number amd Amount

MEN WOMEN (Continued)

Aggregate Aggregate
Age Number Pensions Age Number Pensions

51 1 $ 800.00 54 20 $17,200.00
0, 52 2 1,620.00 55 21 18,060.00

55 2 1,620.00 56 28 23,780.00
58 3 2,260.00 57 27 23,600.00
61 2 1,420.00 58 36 29,860.00

63 .. 3 2,500.00 59 33 27,500.00
64 1 920.00 60 39 32,420.00
65 .. 2 1,900.00 61 55 42,780.00
66 ........ 3 2,780.00 62 43 37,200.00
67 4 3,980.00 63 47 39,940.00

68 4 3,520.00 64 55 41,716.00
69 3 2.340.00 65 45 38,121.60
70 7 6,840.00 66 61 52,640.00
71 15 14,456.80 67 93 80,085.80
72 11 10,480.00 68 87 73,472.20
73 . 8 7,920.00 69 82 67,808.00
74 7 6,960.00 70 85 74,913.60
75 5 4,400.00 71 88 77,051.00
76 3 2,840.00 72 92 80,291.20
77 7 6,960.00 73 72 63,258.40
78 1 1,000.00 74 61 52.172.80
79 3 3,000.00 75 26 20,957.60
80 2 2,000.00 76 35 28,338.40
81 3 2,960.00 77 39 31,453.10
82 1 1,000.00 78 31 25,465.20

83 1 1,000.00 79 20 13,732.00
84 2 1,600.00 80 13 9,706.00
86 3 2,600.00 81 19 13,495.00
90 2 2,000.00 82 . 10 6,328.00

83 11 8,132.00
111 $103.676.80

84 5 3.800.00
WOMEN 85 1 600.00

86 2 1.200.00
48 2 $ 1,600.00 87 4 2.740.00
49 1 800.00 90 . 3 1,800,00
50 6 4,880.00 92 1 559.20
51 2 1,640.00
52 10 8,140.00
53 22 18,180.00 1,433 $1,197,417.10
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PRESENT DISABILITY PENSIONS

TEACHERS' PENSION FUND

Tabulated by Age-Number and Amount

MEN WOMEN (Continued)

Aggregate Aggregate
Age Number Pensions Aga Number Pensions

58 1 $ 643.14 62 6 $ 2,688.53
60 1 748,20 53 3 931.40
65 1 334.10 54 6 3,040.51
67 1 721.20 57 . 4 1,974.00

58 . 7 3,176.68
4 $ 2,446.64

59 . 7 3,627.40
60 . - 2,412.30
61 . 9 4,546.23
62 . 3 1,027.08

WOMEN 63 . 3 1,820.00

39 1 $ 314.10 64 . 3 1,220.99
40 2 600.00 65 . 7 3,164.50
41 1 300.00 66 1 374.20
43 4 1,534.10 67 1 554.10
44 1 300.00 68 2 928.20

45 . 2 836.30 69 1 338.80
47 2 1,362.50 72 2 1,145.63
49 3 1,582.44 73 2 875.50
50 3 1,517.60 74 1 448.20
51 . 4 1,729.35 75 2 1.135.30

76 3 1,177.00

101 $46,581.94
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| SERVICE PENSIONS
COMPULSORY AND VOLUNTARY ACT ONLY

Tabulated by Age-Number amd Amount

(No Disability Pensions)

WOMEN

Aggregate Aggregate
Age Number Pensions Age Number Pensions

per year per year
-

66 2 $ 2,100 65 9 $ 9,000
67 4 4,100 66 . 23 23,100

68 2 2,000 67 . . 48 49,200
69 2 2,000 68 . 44 48,300
70 7 9,400 69 . 42 47,400

71 14 20,200 70 48 57,600
72 . 12 17,500 71 . 54 70,400
73 . 7 10,000 72 . 56 77,700
74 . 7 10,400 73 43 62,200
75 . 5 7,500 74 36 52,800

76 . 2 3,000 75 . 12 17,900
77 7 10,500 76 18 27,000
78 1 1,500 77 13 19,500
79 3 4,500 78 13 19,500
80 1 1,500 79 6 9,000

81 2 3,000 80 5 7,500
82 1 1,500 81 5 7,500
83 1 1,500 82 1 1,500
84 1 1,500 83 3 4,500
86 2 3,000 84 1 1,500

90........ 2 8,000

85 $119,700 480 $613,100
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PRESENT PENSIONERS
TEACHERS' PENSION FUND

Tabulated by Service

-AGE AND SERVICE PENSIONERS AGE AND SERVICE PENSIONERSYears Number Years Numberof ofService Men Women Total Service Meil Women Total

20 35 35 50 . ....... 1 16 1721 25 25 51 ........ 2 12 1422 1 15 16 52 ........ 1 14 1523 1 9 10 53 ........ 3 324 6 6 54 ........ 1 2 3
25 6 145 151 56 1 126 8 77 85 57 2 227 4 65 69 - - -28 1 63 64 111 1,433 1,54429 2 66 68
30 1 69 70
31 7 56 63 DISABILITY PENSIONERS32 2 37 39
33 3 42 45 Years Number

of34 . 7 38 45 Service Men Women Total

35 . 3 78 81 12 7 736 7 57 64 13 6 637 7 47 54 14 1 138 3 50 53 15 1 8 939 6 47 53 16 . 10 10
40 4 38 42 17 6 641 6 41 47 18 5 542 3 31 34 19 9 943 6 35 41 20 12 1244 2 51 53 21 1 6 7

45 7 38 45 22 . 16 16
46 3 32 35 23 2 8 10
47 4 34 38 24 7 748 . 30 30 - -49 2 26 28 4 101 105
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AVERAGE AGE ON ENTERING SERVICE

Illustrations by Ages Indicated ,~

(Active Members)
f

ENTRANTS AVERAGE AGE
Present Year of

Ages Birth Men TVomen Men Women

60 1872 20 153 32.4 23.2
55 1877 24 187 33.4 24.5
50 1882 53 205 31.4 26.2
45 1887 43 272 31.0 24.6
40 1892 62 367 26.8 24.2
35 1897 79 344 26.7 23.3
30 1902 59 317 24.4 22.2

25 1907 51 491 22.6 22.5

Average Entrance Age of Groups
Listed Above 27.7 23.6

f
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AGE AT RETIREMENT

(Retirements Under Present Conditions, 1927-1932)

Teachers' Pension Fund Compulsory and Voluntary
Age Men Women Age Men Women

45 . 1 65 8 104
46 2 5 66 3 57
47 . 4 67 5 50
48 11 68 . 5 40
49 . 8 69 3 35

50 13 70 or over. 33 103
51 . 18
52 10 57 389
53 15
54 21

55 17
56 17
57 1 15
58 1 18
59 3 20 AVERAGE AGE AT RETIREMENT

66 . 1 25 (Retirements, 1927-1932)
61 1 23
62 . 8
63 1 7 Teachers' Pension Compulsory and
64 3 Fund Voluntary

63 . 7 110 Men Women Men -Women
66 3 71
67 7 57 66 . 97 63 .06 68.60 67 .40
68 5 52
69 5 42

70 or over.. 34 113

71 704
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TWENTY-SEVENTH ANNUAL STATEMENT
of the Condition of the

!, Nillitir *filitill Erarhiers' Nellsimt alth fRrtirrmrilt Yullb
CITY OF CHICAGO

December 31, 1932

SUMMARY
Cash on hand January 1, 1932 $ 411,526.86

Income, January 1 to December 31, 1932:
Cash $ 1,196,491.60
Chicago Board of Education Tax Anticipa-

~- Total Income . . . .$ 1,433,941.60

tion Warrants ..... 237,450.00

Total Disbursements ..... 1,397,945.62
Excess of total income over total disbursements. .$ 35,995.9,9

Amount newly invested Jan. 1 to Dec. 81, 1932 307,075.00

Total Reserve Fund Dec, 31, 1932 (Face Value)... ........$ 4,966,325.00

Interest Jan. 1 to Dec. 31, 1932:
Total Interest Received . . .$ 189,387.54
Less Accured Interest . . 5,050.63

Interest earned . . .$ 184,336.91

Public Money Jan. 1 to Dec. 31, 1932*:
Tax Levy ..., .$ 332,643.21

Deductions from payroils:
Cash ...... ... ......... ............$ 665,320.15

203,400.00 fr
Board of Education 1931 Tax Anticipation 4*.

Warrants

Fb Total Deductions .$ 868,720.15
Less Refunds a/c Ex'ror ... .. 309.25

Net Deductions from payrolls .$ 868,410.90

Paid to Annuitants ... ... .... ··· ·$ 1,330.014.19
Less payments from Annuitants:

Unearned Pension --. -..·$ 1,813.69
Annuitants completing payments 26,373.68

28,187.37

Paid to annuitants Cnet) .$ 1,301,826.82

Cash on Hand, December 31, 1932 .... .$ 180,045.61

*NOTE: PUBLIC MONEY. For the Public School Teachers' Pension and Retire-
ment Fund a separate tax of three-twentieths of a mill was levied each year up to
1930 on each dollar of assessed valuation of property in Chicago. To this tax the Board
of Education was required to add an appropriation from the Educational Fund sufficient
to make the total public money $2.00 for each $1.00 deducted from teachers' salaries and
paid into the Pension Fund. Owing to the delay in the collection of taxes, only part
of the tax money has been received and the money due the pension fund from the
Board of Education has not been received, although appropriation therefor was made
in the budget of the Board.

In 1931 the tax rate was one-fourth of a mill on each dollar, but no money from
the 1931 levy was received by the Pension Board before January 1, 1933.



STATEMENT OF RECEIPTS AND DISBURSEMENTS
for the year ending

December 31, 1932

INVESTMENT ACCOUNT
Amount in Reserve Fund, January 1, 1932. ............... .... $4,659,230.00
Invested Jan. 1 to Dec. 31, 1932, $286,190.64, this being

the net purchase price of bonds having a face
value of $330,900.00

Educational Fund 6% Tax Anticipation Warrants of
1931 received:
From teachers and annuitants in payment for sums

due from them to the Fund.................. 34,050.00
For deductions from salary for May, June, and De-

cember, 1931 203,400.00

Total invested ...............................$568,350.00
Which amount includes-

Matured bonds tra.nsferred to cash and reinvested..... 261,275.00

Leaving amount of new investment Jan. 1 to Dec. 31, 1932 (face
value) .... $ 307,075.00

Total Reserve Fund Dec. 31, 1932. .............. .. .. $4,966,325.00

Cash on I-land Jaimary 1, 1932 411,526.86

RECEIPTS
income from January 1 to December 31, 1932

Deductic.iris froni payrolld. . ... ... ...... ...$665,320.15
Interest oii Reserve Fund.... .. ... ... ..... IS5,399.90
Interest on bank deposits....... 3,978.64
Public Money-Tax Levy 332,643.21
Bequest--Final payment from Estate of Adele Marie

Emery ... ....,.. .,...,.. 3 i.4,
Refund a/c Erroi-redeposited'! .........,.,. ,.,. 76.25
Payments into tile Fund by teachers and annuitants:

(a) Annuitants completing payments....$ 26,373.68 .--
(b) Unearned Pension a/c annuitants

deceased .......................... 1,463.69
(c) Unearned Pension a/c alinuitants

returned to service........... 190.00
(d) Unearned Pension a/c Error. .., 160.00
(e) Payment for Outside Service........ 13,936.33
(f) Noii-Contributor becoming Contrib-

utor . .....··············· 809.13' -  «
(g) Donations to Fund. 101.12
(11) Fornier teachers returning refund, 227.61

$ 43,261.56
Less tax anticipation warrants received as

part payment aiid added to Reserve Fund 34,200.00
Accrlied Interest .,. 23.58

$ 34,225.58
Leaving rash received froni teachers and annuitants 9,035.98

Total Income $1,196,491.60
Matured bonds  transferred to cash ami reinvested. .. 261,275.00

Total Receipts $1,457,766.60

$1,869,293.46
*See proceedings of Nov. 18, 1932, p. 65, Doc. 1562.
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The Annuitants of February, 1933

NOTE: The Financial Secretary reports 1.692 annuitants drawing pension in December.
1932. This includes only those who have completed their payments into the Fund. The
Recording Secretary, reporting tile number iii February. subtracts from 1,693 the sum of
those who have returned to service and those whose deaths have been reported, and adds
those who were placed on the pension roll in January, including all those whose payments
are not completed.

The following table shows the number of annuitants who have from 25

amount that will be paid to each group when all payments into the fund are
to 35 years of service, with the rate of annuity for each such year and the

completed. It also shows the number of disability annuitants and the numbel
of annuitants who retired under tile old law (that is, before July 1, 1907) with
loss than 25 years of service- The amounts are computed at the rates autlior-
ized hy the legislature of 1923, although the increases granted hy the legiss-
lature in that year have been withheld since September 1, 1927, from those
Persons who were placed on the pension roll before July 1, 1923, oil account of
Injunction proceedings instituted against the Pension Board.

The Pension Law as amended by the Legislature of 1931, provides that 4
any person retired by the Board of Education under the Compulsory Retire-
ment Law with less tban 25 years of service shall receive as pension such
proportion of $800 as his time of service bears to 25 years. These are the
"Special" annuitants shown in the Table.

TABLE L

Years of Number of Rate of Amount of
Service Annuitants Annuity Annuity

12 to 25. 105 (Disability) $ 57,225.72
20 to 25. 

1.176.80
89 (Old Law) . 61,144.20

20 to 25. 2 (Special)
25. 151. . $ SOO.00 .$120,800.00
26. 86. 820.00 TO,520.00
27. 67. 840.00 56,280.00

860.00 ..65... 55,900.Of)
29. 67. .. .. 880.00 58,9 GO.Oil
30. 71. 900.00 63.900.0{)
31. 63. 920.00 57,060.00
32. 42... .. 940.00 . 39,480.00

47.... ... 960.00 15,120.00
34. 45. 980.00 44,100.00
35 and over. 820. 1,000.00 820.000.00

1,524 81,433,020.00

Total . 1,720
Pay-roll for the 1,720 annuitants of February, 1933, when all pay-

ments into the fund have been completed. .. .. $1,552,866.72

0.0



Annuitants of December, 1932

Number of persons drawing pension December 31, 1931, including
disability annuitants 1,610

Number of persons drawing pension December 31, 1932, including
disability annuitants 1,693

Number of persons drawing disability pension December 31, 1932. ... 105

Number of annuitants deceased since last report.............. 63

Number of annuitants returned to service since last report. . . 0. 1

Highest annuity paid for December, 1932 5100.00

Lowest annuity paid for December, 1932 64.00

Highest disability annuity paid for December, 1932 79.58

Lowest disability annuity paid for December, 1932............. 30.00

Number of Teachers by Pension Groups

A check-up of the December, 1 932, pay-roll of the Board of Education
mn,le in tlie pension oflice, sllows the following number of teachers iii each
of the pell,Hion groups:

Gl'olip Time of Service No. of Contributors

1 4 years or less.......... 1,825
2 5 years to 8 inclusive. 1,825
.3 9 years to 12 inclusive. 2,145
4 More than 12 years ......- 7,815

Total number of Contributors. . 13,610

No. of Non-Contributors........... 176
No. oii Temporary Certificates'.. 42
No. on Probationary Sei·vicet... 90

No. of Assigned Teachers..................... 13,918

* This is the. number of teachers on Temporary Certificetes whose names appear on the
pay-roll.

t These are teachers serving their first four months in high school or junior high school.
Sonie are from outside Chicago, and some are transfers from the elementary and junior high
schools, bilt they pay no pension while on probation,

ReApectfully Submitted,

HENRY G. GEILEN,
Financial Secretary.
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DISBURS EMENTS /
.er .

From January 1 to December 31, 1932

1 Paid to Annuitants.............................. . . . $1,330,014.19
Refunds account of error in deductions........ 309.25
Refunds to teachers resigning from service..... 6,554.30
Refunds to estates of deceased teachers......... 31,889.71

Expenses of Administration

Printing $2,586.25
Clerical and Stenographic Services.................. .. 6,298.50
Supplies and Equipment............................ .- 253.37

~ Equipment for Enlarged Office................. 1,912.40
Rent .................................................. 841.87

1 ~ Electricity . . 16.15
Contingent Expenditures, from November 13, 1931, to No-

vember 18, 1932:
Postage ....... ....... ... ................$ 955.86
Supplies ,.······················--.'-. 27.65

42,85
~ Insurance .,.,,..························· 24,48

Aloving Expense 57.40
Bills of. Special Session of Legislature ... 50.00
Federal Tax on Checks................... .22

$1.158.46
New Warrants for Contingent Expenditure. ........... 1,124.GO i

1Catherine J. Trout for cash advanced for dinners for
Canvassing Board ................................ 37.40

Medical Examiners' Fees .,........,. ············· 70,00
,Salaries and Compensation:

Mary M. Abbe, Rec. Sec'y. Pension Board
June 1, 1931, to Feb. 1, 1932. .........$ 210.00

Wilma Rhinesmith, Rec. Sec'y., Feb. 1,
1932, to June 30, 1932................. 150.00

I. T. Greenacre, Legal services............ 2,513.33
Henry R. Cori)ett, Survey of Pension Fund

and of Compulsory and Voluntary Re-
Urement Fund .. 5,864.30

Catherine J. Trout, Asst. Sec'y. of Pension
Board ..........3,300.00

12,037.63
Surety Bonds for City Treasurer. . . . . . . . . 4,000.00

Total Admi11istration Expense 29,178.17

TotaI Disbursements ..... . $1,397,9·15.62

Transferred for investment :
~ Face value of bonds purchased. .$830.900.00

Less rebate froni face vallie. .. 44,709.36

Purchase price .$286,190.64
Accrued interest . .. 5,050.63

$291,241.27
Cost of Collection of Bonds.... . 60.96

Total transferred for investment. . . $ 291,302.23

Total .. ........ . . $1,689,247.85
Cash on hand December 31, 1932. 180,045.61

$1,869,293.46
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TABLE II--NUMBER OF ANNUITANTS WITH 35 OR MORE YEARS
OR SERVICE ~

Years of No. of Years of No. of Years of No. of
Service Annuitants Service Annuitants Service Annuitants

35. 88 43..... 48 51..... 12
36. 69 44...... 58 52..... 15

45.... 53.at.. 59 55
..r %9 46,.,... 40 54...
39. 55 47..... 42 55.

.. 
.
'
l
o
r
i
 
-

10. 18 48........ 33 56.
41... 53 19......,. 29 57.

40 50...... 19

820

The 1,524 annuitants who have 25 or more years of service have an
average time of 35.7 years.

The amendment to the law providing additional annuity for additional
service became effective July 1, 1923. The average time of service for the
1,406 annuitants who retired since that date is 37.8 years.

Respectfully submitted,

WILMA RHINESMITH,
February 17, 1933. Recording Secretary.
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