RETIREMENT PAYMENTS FOR RAILROAD WORKERS

A. G. SILVERMAN AND JoSEPH J. SENTURIA *

Because of the basic interrclationships of these two Federal retirement systems, it is believed
that the following summary of operations under the Railroad Retirement Acts is of special
significance to persons concerned with policies and administrative procedures in the old-age
insurance system administered by the Social Security Board. For a considerable number of

workers, old-age security will involve provisions of both systems.

The Social Security Board

is happy to announce that, through the cooperation of the Railroad Retirement Board, summary
data will be published monthly concerning that agency’s important activities in the field of old-

age security.

Tuak RaiLroap RETirEMENT AcT of 1935 and the
amendatory act of 1937 estublished a Federal
retirement system for all employees of the rail-
road industry to permit the immediate retirement,
on relatively high annuities, of large numbers of
aged workers still employed or who had rights to
employment in the industry at the time of the
passage of the acts and to provide for orderly
retirement of railroad workers currently reaching
retirement age thereafter. It was expected that
the law, by encouraging retirement of older
workers, would crente additional employment and
promotion opportunities for younger railroad
workers. The act also provides annuities at
retirement age for all employees who have ever
been covered by the act, to the extent of their
eredited earnings and years of service, whether or
not they last worked for an employer under that
act and in eddition to any nnnuities payable to
them under title IT of the Social Security Act.

At the time of the establishment of the railroad
retirement system there was a large accumulation
of older workers in the railroad industry. The
severe reduction in railrond employment between
1924 and 1933, whieh fell most heavily on em-
ployces with short service, increased the pro-
portion of employees 65 and over, almost nll of
them with long years of service in the industry.'
Many employees tended to remain in service long
after age 65. The normal age of retirement under
the great majority of the private pension plans
established by the railronds was 70, and the
average age at retirement was between 68 and 69.

*Rallroad Retirement Poard, Bureau of Resenreh and Informalion Bervice.

1 A study made by the Federal Coordinator of Truosporiation found ihat,
on 13 sclected roads studied, the aclual number of employees 66 and over
increased from 3,991 or 1.4 percent of the total on July 1, 1924, to 5856 or 2.1
percent on July 1, 1699, and 6,792 or 3.6 percent on Dec. 31, 1933,
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Some employees worked for employers who had
no privete pension plans, and others could not
qualify under such plans. After 1932 the number
of older workers who were retired under private
pension plans decreased. The depression further
incrensed the number of older persons remaining
on the job by tending to increase the financial
burden resting on them because of the unemploy-
ment of other members of the family, or by mak-
ing it less likely that they would be supported by
their families or would have means of support
other than their own eernings.

The protracted litigation over the Railroad
Retirement Act of 1935 and the general uncer-
tainty as to the future of the system further in-
crensed the number of persons who remained in
active service beyond age 65. Employers hesi-
tated to sassume pension burdens for employees
who might shortly be granted annuities under the
reilroad retirement system. Some employees who
might have retired under private pension plans
did not do so because they preferred to come
under the Federal retirement system. Many em-
ployees ineligible for pensions under private pen-
sion plans remained on the job until the Federal
system which would include them wuas definitely
established.

To enable nged workers to retire immediately
and others to retire as they became 63, the suc-
cessive railroad retirement acts provided for
annuities based not only on years of service sub-
sequent to the establishment of the system but
also on credit, up to 30 years,? for scrvice prior
to the beginning of the system. Individuals who
on August 29, 1935, were in an employment rela-

3 Only so much prior service is creditable as will bring total credited service,
including subsequent service, to 30 years.



tion to an employer under the act, as well as those
who were on that date in the active service of such
an employer, are eligible under the 1937 act for
credit for service prior to January 1, 1937. Under
the 1935 act credit is given for service prior to
March 1, 1936, to individuals who were in active
service or in an employment relation on or after
August 29, 1935. The Railrond Retirement Act
of 1934, which was held unconstitutional by the
United States Supreme Court on May 6, 1935, had
made retirement compulsory. In the 1935 act, the
compulsory provision was dropped, but & reduc-
tion in the amount of the annuity was provided
for employees, except officials and employee rep-
resentatives, who remained in service between the
ages of 65 and 70, unless they filed with the Board
& continuance-in-service agreement signed by them-
selves and their employers, and for all employecs
who remained in service after reaching 70. The
amendatory Railroad Retirement Act which be-
came law on June 24, 1937, contains no direct
penalty for failure to retire at age 656.> Retirement
is encouraged by a relatively high level of annui-
ties. For some time to come, but to o decreasing
extent, this level is maintained by the grant of
prior-service credit.

Railroad employees who are still in service ut the
age of 65 generally have long years of service and
are most likely to be found in occupations with
relatively high wages. The combined effect of
these two factors was to make a large proportion of
the older workers on the railroads immediately
eligible for relatively high annuities, since the
amount of the annuity is based on years of credited
service and average monthly compensation.* The
portion of the annuity based on prior-service credit
will decrease as credit for subsequent service
increases, but for many years to come will continue
to constitute the major element in employee
annuities.

1 The fact that employees continue to pay tazes under the Carriers Texlng
Act after reaching age 63 but receive no credit for the edditional service may
perhaps be considered an Indirect pepalty.

{ The annnity Is caloninted by taking 2 percent of the first $50 of the averaga
monthly compensation, 136 percent of the next $I00, and 1 percent of the
balance and multiplying the sum of these three amounts by the number of
years of cr¢dited service, The average monthly compensation enrned by the
Individnal during the period 1624 to 1931 Is taken as applicoble to his entire
period af prior service in determining his ave gge monthly compensstion for
computing the amaount of his annuity. The average monthly compensation
for his pariod of subsequent service is the sctual everage af monthily earnings,
In computing nverage monthly compensation, enly months ln which thera
was 30ma employment are counted. Compensotion in excess of $300 ln sny
1 month from I or more employers is excluded from credited compensation,
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Coverage and Financing

Records of credited compensation earned in
each month after December 31, 1936, for each
employee of all employers under the act are main-
tained by the Railroad Retirement Board from
quarterly reports made by employers. Service
and compensation prior to January 1, 1937, are
adjudicated on the basis of & check of pay-roll or
other records in the possession of employers.
The TBoard’s records of credited compensation

Table 1l.—Federal tax collections under the Carriers
Tazxing Act of 1937, by fiscal years and by months,
October 1937-May 1939

Fiscal year and month | Amount Fiscal year and montb | Amount
Cumulative, Oc- Total, 1033-39
tober 1937 through May._ .| $88 181,050
May 1839 _ . ___ 5238, 222, 850 8
Total, 1037-38 (¢ July. ol 446, 445
months). _...._| 150,040,000 || August . . _...___. 25, 536, 450
sme=—o— || Beptember.._.._.._.... 4, 672
October. . - 796, 258
18, 0 26, 487,035
23, 465, 353 35, 665
68, 913, 760
872,000
058, 843 27, i04, 743
30,071,033 20, 057
(10, 484 388, 291
584, 114 6,103, 403

26, 331, 470
60

J

t Adjustment of taxes provieusly reported in error.

Bource: Daily Statement of the U, 8, Treasury.

after December 31, 1936, do not show the total
number of employees who have rights under the
Railroad Retirement Act, since some individuals
have received and others will receive annuities
solely on the basis of prior service. The number
of such individuals, however, is very small in
proportion to the total now eovered by the act.
To the end of June 1938 a total of approxi-
mately 2.1 million persons had acquired credits
under the railroad retirement system for service
subsequent to December 31, 1936. Of these, ap-
proximately 1.9 million had received social
security account numbers in the block of numbers
reserved for the railroad retirement necounts, and
the remaining 200,000 hod obtained their social
security account numbers outside the railroad
series, prior to entering or reentering compensated
employment under the Railrond Retirement Act.
Sueh persons retain their social security aceount
numbers under the railroad retirement system
but are required, as are those who receive social

Secial Securiey



security account numbers in the railroad retire-
ment series, to register with the Railrond Retire-
ment Board on & Carrier Employee Registration
form,

Between July 1, 1938, and May 31, 1639, a
total of approximately 222,000 new carrier-em-
ployee registrations was received by the Rail-
. road Retiremnent Board. Of these, approximately
57,000 were new account numbers issued in the
railroad retirement series, and approximately
165,000 represented account numbers outside this
series, After cancelation for duplications, there
were, as of May 31, 1939, approximately 2.3
million persons who had credits recorded with the
Railroad Retirement Board for service subse-
quent to December 31, 1936,

The total compensation credited to all em-
ployees under the Railroad Retirement Act,
excluding compensation in excess of $300 in any
one month from one or more employers, was ap-
proximately $2,232 million for 1937 and $1,980
million for 1938, The total compensation reported
to the Interstate Commerce Commission for 1937
by railroads and switching and terminal com-
panies, express and Pullman companies, and elec-
tric railways engaged in interstate commerce was
approximately equal to the total creditable
compensation reported to the Railroad Retire-
ment Board by all employers under the Railroad
Retirement Act. Allowing for the fact that the
reports to the ICC include compensation in
excess of %300, which constitutes about 1.5 per-
cent of the total, and that there are minor differ-
ences between JCC and RRB coverage within
the groups of employers mentioned above, these
groups accounted for between 98 and 99 percent
of the total compensation covered by the Railroad
Retirement Act. This is a rough measure of the
extent to which the coverage of the Railroad
Retirement Act corresponds to the railroad indus-
try as commonly understood. The remaining
coverage represents certain carrier associations,
the standard and certain other rallway labor
organizations, and certain carrier affilintes.’

The Carriers Taxing Act of 1937 provides for an
excise tax on employers and an income tax on
employees payable on compensation defined in
terms identical with that of the Railroad Retire-

3 For a detalled discusslon of tho coverage of the Railroad Retitement Act,
sea Railrosd Retlrement Board, Annuel Keport, 1038, ch. X,
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ment Act of 1937, The amounts collected each
month under the Carriers Taxing Act of 1937 are
given in table 1. Congress has been appro-
priating amounts approximately equal to the
anticipated receipts from those taxes to the rail-
road retirement system for benefits, investments
for rescrve purposes, and administrative expenses.
The total appropriated for the payment of benefits
and investment for reserve purposes woas $146.5
million 7 for the fiscal year 1937--38, $118.3 million
for 1938-39, and $120.2 million for 1930-40.
Total administrative expenditures to June 30,
1938, were $4.7 million. Appropriations for
administrative expenses, including printing and
binding and transfers to the Treasury to cover
cost of handling payments under the act, were
$3.0 million for the fiscal year 1938-39 and $3.3
million [or 1939-40.

Table 2 shows the movement of funds appro-
pristed for benefit payments and investment.
Under the 1935 act, transfer of money appropriated
by Congress for benefit payments was made
directly from the general fund of the Treasury to
the disbursing officer in the Treasury. Under the
1937 act, appropriations for benefit payments and
investments are made to o railroad retirement ac-
count. On the basis of these appropriations,
varying amounts are transferred from time to
time to o railroad retirement account trust fund.
Transfers to cover benefit payments are maode
from the trust fund to the disbursing officer in
the Treasury, and amounts not immediately
required for benefit payments are invested in
special 3-percent Treasury notes. Because such
transfers are generally made in round sums, a
small balance has been wnaintained in the trust
fund. The figures on benefit payments repre-
sent checks drawn by the disbursing officer in the
Treasury and differ from figures given later in the
article, which are based on amounts certified by the
Board to the Secretary of the Treasury for payment
of benefits.

Classes of Benefit Payments

Systematic reporting of the operations of an
agency administering an aspect of social insurance

9 The exclse tax on employers and the income tax on employees begio at
2% porcent each in 1937 and rise by M percent each every 3 years until they
reach 334 percent each In 1840,

! Thiz includes o reappropriation of $16,620,000 origlonlly eppropriated for
beneflt payments under the 1935 act during the fiscal year 1830-37.



should logically follow the legislative provisions.
For each type of benefit provided by law the
reporting system should permit periodic reporting
of the applications received, their disposition, the
number and amount of new benefit payments, the
termination of the payments for various causes,
and the resulting changes in the number and
amount of bencfit payments in force. When the
death of an employee annuitant brings into effect
survivors’ rights to other types of benefit, the

reports should trace the transition from one type
of benefit to the other. They should reflect the
rate at which applications are handled by the
administrative machinery but should also show the
rate at which applications from eligible individuals
have been received.

In view of the administrative exigencies and
difficulties which the Railroad Retirement Board
faced, 1t 1s only natural that the Board should
have paid much more attention to the certifica-

Table 2.—Financial operations under the Railroad Retirement Acts of 1935 and 1937, by months, July 1936~-May 1939

i . 3-percent Deposits . .
Appropria- Transfers Cancela- Interest ol i i Cash with | Balance in
Year and month tion balance | from appro- | tionsand | recelved T?]F(;‘;;jﬁ]l!y E‘é%&:‘f‘g’;‘ﬁ: Beneht, pny- disbursing | irust fund
mimeet| priatnig | xopye | byimst | TR0 | Dy, | menist joferatent | atendcf
acquired ? ments :
8N ¢ &3] @ (53 (8) (7 (8) &) {10y
1036
7§46, 620,000 7310, 00D $001
46, 610, 00D 100, 600 01
46, K10, 000 |7 T L 34,134
46, 510, 00 150, 000 £9, 530
46, 280, {10 500, 000 164, 005
45, %60, 000 1, 000, 000 297, 368
e e B CH IS
L380,000 | b 449, 748
44, 260, 000 1, 000, 600 525, 624 1,343, 153
43, 360, 532 1,000, 000 s, 980 1,775,112
P11 TS D I /i N I It I 2, 421 50, 751
| 42 361, 348 5, 740, 000 700, 902 5, 029, 840
8141, 593, 692 10,000,000 | 3,894,181 | 96,043, 670
131, B93, 602 $10,000,000 | 10,000,000 | 4,376,321 | 12, 267,367
September. ... _ 111,793, 602 10,000,000 | 4,000, 000 V533,990 | 11, 734, 057
October.____1 .10 47, B3, 602 10, 000, 000 4,000, 000 4,938, 778 | 110,796, 373
November. ... .. 83, 893, 692 10, 000, 000 4,000, 000 6,011,963 | 8,784,409
December 69, 893, FU2 | 20, GO0, 000 1,317 | 10,100,000 | 10, 000, 000 8,107,008 | 10,677,400
Januery. ... ... 49,803, 692 | 11 15,008, 720 2,607 .. 10, 000, 00 5,000, 000 6,718,722 | B,062, 677 12, 589
February.. 34,893, 692 | 15, 000, 000 oagg | 10, 000, 00D 5, 000, 000 6,461,123 7, 501, 553 15,528
Mareh_ 27 19,893,692 | 15, 000, 00 4,885 | T T 10, 000, 000 5, 04D, 000 7,326,028 | 5 175,530 20, 414
April T 4,893,602 | 4,000,000 2925 | $45,205 | —10,000,000 [ 14,000,000 B, 210,082 | 10,965, 448 67, 645
May.. so3602 ... 2,031 17,193 | =& 000,000 | 5 000,000 7,654,016 | 8311, 43] 187, D00
June. 22120 893, 692 A0, 600 4,083 | 1,246, 498 1, 200, 000 00, 000 B, 196, 532 1,014, 599 140, 027
Fuly. . 118,343,692 | 22, 000, 000 N R 2,000,000 | 20,000, 000 8, 115,367 | 12,890, 531 42, 003
August_ 96,343,692 | 9, 500,000 37,213 |- 0 L 1, 500,000 | 8, 000, 00U 8,402,805 | 12,496, 665 180, 117
September. .. £6.843, 602 | 11, 500, 000 [T R 1,500,000 | 10,400, 000 B, 567,162 | 13,920, 503 180, 514
Qctober... 2. 76,343,002 | 11 500,000 1358 | 1,500,000 | 10,000, 000 8 706,770 | 15, 222, 732 201, 873
Noveniber. 63,843,602 | 36, 500,000 VI O 1,500,000 | 15,000, 600 B,B56,363 | 21,366, 368 206, 674
December_____._.___._.JI0TTTT| 47,343,602 | 16, 500, 060 g717 |-IDIIT 1,500,000 { 15000,000 | B,BI3, 153 | 27,353,215 210, 301
1939
.}‘ar;)unry _________________________ 30,843,602 |. 1,500,000 1,124 |ooeemee . 1,500,000 | .. _._._.. 8,750,817 | 18, 802, 307 211,518
ebruary. | omadateon L T Tt enn |l | LTI 043, 924 768, 472 211
. | e BN BN LW uamm) D
pril_ - 5 ZE. 1 O S VI T3 S . \ .
May. LTI 11,343, 602 83, 662 2 300 266,301 | —10,000,000 | 10,358, 083 0,007,180 | 10,852, G35 16, 743
Cumulative to May 31....| 11,250,000 | 248, %97, 412 115,740 | 1,677,123 | 67,200,000 | 193,473, 656 | 1 177, 127, 075 (V10 10, B52, 636 16, 743

L Appropriation halance derived as folows: prior to July 1937, colutun 2,
Ars of month, + colutin 4 — column 7 = eolumn 2, rst of next month; after
July 1837, column 2, first af month, — column 3 = eolurnn 2, first of next
month. Balance as of July 1 includes appropriation for pew fiscal year.
Appropriations wore $46,620,000 for 1936-37; $69 880,000 for 1957-38 plus reap-
prapriation of balance of $46,620,000 froin 1936-37; and $118,250,000 for 1938~39,

1 Tncludes checks canceled by General Accounting Office and repayments
om gecount of improper payments to claimants. Checks returned to dis-
bursing officer and canceled by him nre not included (sce (goinote 4). Can-
celations and reyaymcnls are treated as additions to trust fund, exeept for the
pe;itzq prior to July 1937, duriopg which they were trosted as retrns to appra-
priations.

3 Minus itemns represent salo of notes.

¢ On the basis of checks issued by disbursing officer less cheeks canceled by
disbursing afficer.

5 Calumn 9, end of preceding month 4 column 7 — column 8 = column 9,
end of next monih.

¢ Balance in trast rund derived as follows: celuma 10, end of precedlng
month, 4 column 3 + column 4 + column 5 — column & (or + colurnn 6,
if figare in column 6 ig negative) — column 7 = column 10,

T Deposit of $10,000 with disbursing officer was made prior to July 1,1936,
but was oot drawn against until after that date.

6

¥ After trensfer to appropriation of $5,392,038 balance from 1935-act deposits
with disbursing officer, hut not Including $222 remeaining as balapce in 1935-act
appropriation. A small balanee accumulating in the 1935-act appropriation
efter July 1937, representing cancelations and repaymeonts of checks issued
against 1936-act deposits, is nat shown in table. 3

? After transfer to appropriation of 35,302,038 balanee from 1935act deposits
with disbursing officer.

10 After transfer to 1935-act approprintion of 31,005 represeniing eancelations
on checks fssned against 1935-act deposits, See footnote 8.

1 Includes transfer of $3,720 balance from 1835-act appropriation. Sce
footnote 8.

12 Total benefit payments on basis of checks issued by disbursing officer nro
$8.2 million less than total on basis of vouchers certified to Secrotary of ‘Treas-
ury for payment, as shown in table 3, since cheeks drawn by the disbursing
officer a5 of the first of 8 given month are eertified to the Becrciary of the
Treasury and eneumbered on the books of the Railroad Retirement Board in
the latter part of the preceding month. The totsl on the basis of checks
drawn by disbursing officer is somewhat Inrger than on the basis of checks
cashed and returned, as reported in Daily Statertent of the U, 8, Treasury.

Bource: Railrond Retirernent Board, Bureau of Qenernl Control, Division
¢f Finance,

Social Security



tion of annuities than to the development of a
complete and wellvounded reporting system.
The number of aspects covered by the reporting
system is constantly being increased, and early
reports on other aspects are being checked and
revised where necessary. Much still remains to
be done in rounding out the Board's system of
reporting. The preliminary nature of some of the
figures presented in this article reflects the con-
tinuing process ol expansion, clarification, and
revision.

Under the act of 1935 and the amendatory act of
1937 the Board administers five classes of pay-
ments. These are:

(1) Employee annuities, both disability and old
age, paid to eligible individuals after re-
tirement and based on their years of
service and average monthly compensa-
tion with employers under the act.

(2) Surtwwor annwities, paid to the surviving
gpouse of & deceased employee annuitent
who duly elected a reduced annuity dur-
ing his lifetime in order to provide a life-
time annuity for his surviving spouse
after his death.

(3) Death-benefit annuities, paid only under the
1935 act to the surviving spouse or de-
pendent next of kin of a deceased annui-
tant or of a deceased employee who at
the time of his death was entitled to
receive an annuity. These death-benefit
annuities are in menthly amounts equal
to half the annuities poid or payable to
the employee annuitants before their
death, and are payable for 12 months
only.

(4) Lump-sum death benefits, paid only under
the 1937 act to & designated bencficiary
or to the deceased employee’s legal repre-
sentative. These benefits are equal to 4
percent of the compensation carned as
an employec after December 31, 1936
{excluding compensation in excess of $300
in any one month), less the aggregate
amount of any employce or survivor an-
nuities that may have been paid or pay-
able. If an employee annuitant has
elected a joint and survivor annuity and
his spouse is alive at the time of his death,
the death benefit is not payable until
after her death.
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(6) Pensions paid under the 1937 act to individ-
uals who were, on both March 1 and
July 1, 1937, on the pension or gratuity
rolls of employers under the act and whe
were not eligible on July 1, 1937, for
annuities based in whole or in part on
service prior to January 1, 1937. The
pensions began July 1, 1937, and are
equal in amount to the individual pen-
sions or gratuities granted by employers,
without diminution by reason of any
general reduction or readjustment after
December 31, 1930, but not to exceed
$120 per month.

Up to and including October 1, 1937, there was
also a sixth group of beneficiaries designated as
“temporary pensioners.”’ These were oarrier pen-
sioners who on July 1, 1937, were eligible for an-
nuities under either the 1935 act or the 1937 act
and under the 1937 act could be paid pensions only
until their annuities were awarded and certified,
but not later than October 1, 1937,

Total Disbursements for Benefits

Table 3 gives the total payments authorized by
the Railroad Retirement Board—or, more exactly,
the total amount, minus cancelations, certified by
the Board to the Secretary of the Treasury for
payment, by class of payment and by months,
from July 1936 tbrough May 1939. These figures
at present constitute the only data from which
total payments authorized by the Board during
each fiscal year and the grand total to date can be
easily obtained. They give the amounts payable
in, but not for, particular months. The first pay-
ment after certification of o claim is ordinarily for
the period between the date the annuity begins
(accrual date) and the month of certification, but
such retroactive paymenfs for more than one
month are included in the month of actual pay-
ment and not allocated to the months for which
they are payable,

The movemént of the total amount of payments
certificd monthly to the Secretary of the Treasury,
as shown in chart I, chiefly reflects changes in
amounts certified for employee annuities. The
one exception is the peak of July 1937, when the
private pensioners were taken over and payments
for both July 1 and August 1 were certified. The
total amount certified for payment attained a
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peak in December 1937, reflecting the peak of new
certifications of employee annuities, which were
higher in that month than in any other month.
A second peak in March and April 1938 reflected
a large number of new certifications and the first
large number of recertifications at higher amounts,
which involve an edjustment payment covering
the increase in the amount of the annuity retro-
active to the acerunl date. Thereafter the in-
crease was relatively gradual.

The tendency of total payments to parallel pay-
ments for employee annuities results from the fact
that the greatest proportion of total benefit pay-
ments certified by the Board to date has been for

employee annuities, both age and disability. Thus,
of $185.3 million certified to the end of May 1939,
$119.2 million or 64.3 percent went to employes
annuitants. Payments to permanent pensioners
constituted 33.1 percent of all payments certified
up to that time. No other class of payment con-
stituted as much as 1 percent of the total. Sur-
vivor and death-benefit annuities together ac-
counted for only 2.5 percent of total certifications
prior to July 1, 1937, 1,2 percent during the fiscal
year 1937-38, and 1.3 percent during the 11 months
ended May 31, 1939.

Monthly payments of lump-sum death benefits
were first made in January 1938. They consti-

Table 3.—Total amount of benefit payments certified to the Secretary of the Treasury in each month, by class of
payment, July 1936-May 1939 !

Total pay- Employes Burvivor Death-bepefit | Lump-sum Permanent
Fiscal year and month ments annuities annnities annnities death benefits | pensions!
Cumulative through May 1939 _______ . _______.___. 14 $185, 240, 350 3119, 224,063 $1, 100, 511 $1, 330, 670 %1, 235, 975 381, 268, 588
Total, 193637 e ieeciciaaee 4, 804, 232 4, 487, 400 47, 400 60, 245 | e
1936
JUlF e mm 1, 803 1,803
August.__. a78 278
September. 52,338 52,210
October___. 70, 363 66, 831
November. 220, 414 218, 518
Drecember. .o e 333, 421 332, 536
439,098 438, 423
471, 506 484, 475
a8, 667 629, 556
672, 709 051, 902
755, 163 730, 222 7,765
940, 381 902, 037 14,775
182, 994, 286 46, 097, 891 381, 237 625, 100 38,054 34, 667, 453
46, 948, 667 682, 762 8, 782 ¥ 5,526,136
14,561,474 1,444, 367 22,050 2,750, 708
September. 14,621, 983 1, 853,005 19, 160 2,736, 685
Qctober... 4, RB5, B33 2,134, 042 13,812 2,710,712
Novembe 7,217,573 4,408,117 20, 052 2,602, 425
Decembel 8, 628, 156 5,820,113 34, TH7 2, 700, B89
8, 763, 328 4,044, B84 34,778 55,871 302 2, 657, 692
0, 457, 029 3,767, 300 24,408 34, 448 1,507 2 620, 068
8, 358, 695 5,677, 805 20,389 48, 966 2,174 2, 602, 406
8, 380, B26 5, 576,417 BO, 049 123, 398 12, 809 2, 588, 351
7,803, 605 5, 139, 457 46, 361 70, 667 10,457 2, b3R, 662
8,346, 210 5, 689, 707 46, 769 64, 203 11,813 2, 533, 606
Total, 1938-30to May 31 . ... .. . 07, 760, 840 88, 838, 574 $77, 783 638, 328 1,167, 020 28, 801, 135
July. 8,408, 325 5,725,078 52,321 84, 558 27,538 2, 537, 028
August.. 8, 554, 061 35, 899, 260 61,268 68, M0 35, 050 2, 460, 443
Beptembe: B, 545, 649 5,908, 504 66,114 84, 034 37, 260 2,471,635
Qctoher.. 8,820, 443 6, 326, 128 60,714 51, 340 26, 483 2,455,768
November. - B, 885, 460 B, 244, 225 51,221 60, 607 62, 641 2, 448, 803
December ... P 9, 021, (40 6, 383, 667 681, 021 63, 552 R3, 881 2,428, 907
8, 673, 200 8,330, 103 50, 577 57, 248 118, 494 2,407, 785
B, 150, 324 0,476, 104 82, 570 50, 011 182, 597 2, 362, M1
8 991, 519 8§, 270, 871 71, 060 34, 090 201, 418 2, 346, 281
9, 130, 100 0,478, 516 03, 843 61, BA1 146, 222 2, 329, 056
0,181, 703 6, 588, 326 68. 080 55,010 164, B4 2, 305,482
! Figares are total amount of vouchers certiled to the Secreinry of the the Treasury for payment are 38.2 million more than total on besis of checks

Treasury for payment minus cancelations.

I'Total payments of pensions in any month are frequently less than cor-
respondlnf manthly amonnts payable as indicated by figure for pensions in
force (table 4). This is due to caocelation of checks becanse of pensioner
deaths which were not reported to the Rallread Retirement Board before
voucher (or month’s payment was sent to the Secretary of the Treasury.

4 Toial benefit payments o basis of veuchers certifled to the Becretary of

drawn by disbursing ofiicer as shown in table 2. The reason for thls differ-
epce s given in footnote 12, table 2,
+ Total payments of $1,183.54]1 were made to temporary pensloners as fol-
lows: July, $715,582 (see footnote B); August, $289,542; Septcmber, $178.417,
! Vouchers for both July I and August 1 payments were certified to the
Becretary of the Treasury in July 1937,

Social Security



Chart I.~~Total amount ! of benefit paymenta certified to the Secretary of the Treasury in each month, by claas
of payment, July 1936-May 1939
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tuted 0.5 percent of total benefit payments during
the fiscal year 1937-38, but increased to 1.2 per-
cent for the 11 months ended May 31, 1939, and
will continue to increase for many years to come.
This follows, since lump-sum benefits are payable
on account of the death of every employee under
the act who had earnings subsequent to December
31, 1936, unless he or his surviving spouse has re-
ccived in annuity payments more than 4 percent
of his earnings after that date, and sinee the total
earnings’ on which these payments are based will
increase with the passage of time.

Total payments up to May 31, 1939, presented
in table 3, have been made to more than 166,400
individuals.® Of these, about 98,800 were em-
ployee annuitants, 48,700 permanent pensioners,
14,700 death beneficiaries® and 4,200 survivor
and death-benefit beneficiaries.®

Payments in Force

Figures on annuities, pensions, and other pay-
ments in force as of the end of each month, which

3 Penefits pald with respect to the death of an annuitant or employee
under the act are conoted as 1 benefit, even though 8 single peyment may
have been divided among 2 or more persons.

¢ Survivor annuftants under the 1035 act also receive death-berefit aonui-
ties under that act. Such persobs receive 2 benefits but aro countsd only
once in these toinls,

Bulletin, July 1939

1a3a 1939

are presented in table 4, represent amounts pay-
able with respect to a single month to all indi-
vidualz who were on the pension or annuity rolls
at the end of the month and eliminate the effect
of accumulated payments for several months made
at the time of certification, Thus, while annuities
in force as of December 31, 1937, totaled $5.2
million, payments certified to the Treasury (table
3) in that month, including retroactive payments,
totaled §8.6 million. By May 1939, the two sets
of figures were much closer together, $8.2 million
in annuities being in force ot the end of May as
compared with $9.2 million certified to the
Treasury for payment during May. The in-force
figures presented in table 4 do not, however,
include all peyments made with respect to a par-
ticular month, since annuities are carried in these
in-force figures only from the date of certification
and not from the date of accrual when that date
is prior to the certification date.

In-force figures based on certification dates show
the net changes in the amounts payable monthly
under the system, resulting primarily from three
factors—the rate at which eligible employees
apply for annuities, the rate at which these appli-
cations are adjudicated and certified, and the
rate at which annuities already certified are ter-

9



minated by death. Inasmuch as the date of certi-
fication is on admimstrative factor which deter-
mines when the first payment to an annuitant will
be made but not the first month which the annuity
payment will cover, the in-force figures based on
certification dates fail to show the development of
the system in terms of the period for which these
annuities were payable. At the beginning of the
system, when the lag between application date and
certification date 1s relatively long, constantly
changing, and different for the various classes of
payment and types of applicants, the lag in certifi-
cetion affects the in-force figures to o considerable
extent.

An analysis of new annuities and of termina-
tions on the basis of accrual dates rather than
certification dates would show the mumber and

amount of annuitics payable for a particular
month, whether they were in force at that time
or were subsequently certified for retroactive
payment. As long as some certifications continue
to be made a. good many months after the accrual
dote and recertifications are made for higher
amounts, figures based on acerual dates would be
subject to continuous revision. The Board is
planning in time to prepare figures based on
accrual dates. In their absence principal reliance
in snalyzing the development of the system must
be placed on in-foree figures based on certification
dates. This means that nlarge part of the analysis
relates to ndministrative factors affecting the
rate of certification.

Table 4 and chart IT show the growth, sharply
accentuated at certain periods, in the total num-

Table 4. —Number of annuities and pensions in force and monthly amount payvable at end of monih, by class of
payment, July 1936-May 1939 '

All ar?;,us'[f;g: 80d | ppyployes annnitiest | Survivor annuities | eatgﬁ?ﬁggl}t 80- | Permapent pensions
Year and monib
Number | Amount | Nomber | Amount | Number | Amount | Number | Amonunt | Number | Amount
L 18 5901 18
Angust____ 18 901 18
September. 185 12,487 185
October_ .. 515 33,123 515
November_ 081 82, 208 976
December. .. 1,742 108, 261 1,732 107,918
1937
LS 2, 500 154, 218 2,480 153, 468 ] 277 12
February. ... ... 3,355 205,301 3,302 203, 455 18 605 35
Margh__ . __ . ... 4,247 260, 385 4, 168 207, 480 24 B 55
April ... ... 5,030 309, 676 4,878 303, 945 46 1,801 106
MBY e 6, 252 385, 450 G, 00 376, 128 (i) 2, 861 178
June. ... 7,223 446, 514 G, 870 433, 47 115 4, B51 238
Tl el 361,516 |1 3,620, 705 7,520 474, 784 130 5,213 259 , 41 147 BI6 | 4 $2, 777, 768
August___ .. 362,528 |73, 608, 067 9, 856 50, 701 178 1,077 338 | 12423 | 47,531 | 2 758 608
September. 163,508 | #3, 787, 738 12, 588 845, D48 225 8, 837 403 14, 597 47, 201 2, 740, 351
October_.___ 66,003 | 3,084,678 | 18,524 | 1.235 317 246 9,778 424 | 15568 | 46800 | 2,723 614
November. .. . | 73,375 | 4,472,588 26,000 | 1,742,215 286 11,448 476 17, 376 46, 523 2,701, 544
December. . iaiaoes 86,032 | 5 214,726 30,375 | 2,480,253 353 14, 245 578 21, 34 46, 326 2,689,923
91,644 § 5,500,135 | 44,546 | 2,800, 584 425 | 17,070 607 | 22,360 | 450066 | 2,060,113
03, 794 5,662, 337 47,253 | 2,080,868 464 18, 625 600 22,220 45,477 2,841,023
47, 451 5,925,974 51,180 | 3,260,067 536 21, 7} 597 22,135 45, 119 2, 621, 130
102,468 | 6,281,806 | 56,403 | 3,630, 092 662 | 26,363 93 5,000 | 44,700 | 2,508,453
104, 888 | 6,465, 850 58,130 | 3,835, 125 751 20, 362 676 25, 254 44, 309 2, 578, 208
108,240 | 6,708,316 62,870 | 4,097,618 807 31,489 649 24, 732 43 914 2,554,078
July__. 110,713 | 6,882,878 65,612 | 4,288, G25 897 a4, 701 549 24, (021 43, 506 2, 534, 530
August._____ 113,680 | 7,082 M4 (8, 829 4, 504, 803 974 37,095 643 23, 650 43, 234 2, 516,496
September. . 114,412 7, 260, 034 71,706 | 4,695 265 1,154 41,410 680 25, 481 42,903 2, 407, BGT
October. ... 118,993 | 7,426,605 74,543 | 4,878 648 1, 196 43, 814 1] 23,911 42, 599 2, 480, 319
November_. - o] 121,741 7, 585, 263 77,445 6, 060, 257 1,310 47, 026 715 25, 893 42,271 2, 462,085
December. ..ol 123,630 | 7,717,077 | 79,624 | 5,200, 252 1,372 | 48,730 703 | 25,547 | 4L 931 ( 2 442 546
125, 107 7,812, 654 81,452 5,317,101 1,432 50, 545 696 25,222 41, 527 2, 410, 784
126,791 | 7,027,128 83,522 | b, 455,021 1,482 51, 900 695 25,108 41, 092 2, 305,013
128,445 | B, 035,087 B5, 473 5, 582, 687 1, 580 54, 887 742 28, 816 40, 650 2, 370, 895
120,779 | B, 124,472 | 87,132 | 5,692 229 1,652 | 57,150 745 | 26,000 | 40,250 | 2,348, 182
131, 061 8, 211, 567 , 734 5, 799,982 1,712 58,978 756 7, 006 d9, 859 2, 325, 99
{ In¢ludes Anally certifled annuities, sonuities subject to recertification, July 1, 1937, was 6,057, with monthly pensions totaling $371,006. OF these,

temporary annuities to former carrier pensioners (beginning with October
1937), and tomporary partisl annuities (heginning with Noveraber 1037). For

definitions of forms see pp. 15-16; see also table 9.

¥ In a few cases payments are made o more than 1 person on account of the

death of a single individual.

Such cases are here counted as single items

throughout, eompleting an adjustment which was earried back ouly Lo July
1, 1938, in the Ruilroad Retirement Board’s annual report for 1937-38,
3 Number of temperary peasicners takea over frem carriers’ pension rolls on

10

there were in force on July 31, 5,801 Densions nrmounting to $353,612; on Aug.
31, 4,625 pensions nrmounting to $270,065; and on Sept. 30, 3,181 pensions
amouniing to §178,003. After Oct. 1, ternporary pensions on which amount
of annuity was not yet determined were traonslerred to temporary apnuities,
the amount of temporary annuily being equal to the amount of pension
previously received (rom the carrier,

* Number transferred from carrisrs’ pension rolls on July 1, 1937, was 47,877,
with monthly pensions totaling $2,784,873.

Sectal Security



Chart IL—Number of annuities and pensions in force at end of moenth, by class of payment, July 1936-May 1939
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ber of annuities and pensions in force. As of  total number of annuitics and pensions in force

June 30, 1937, 7,223 annuitants were receiving
payments amounting to $446,600 monthly. The
transfer of practically the entire body of carrier
pensioners in July 1937 raised the figures as of
July 31 to 61,500 annuitants and pensioners and
the total monthly amount to $3.6 million.

From that date the growth in the figures for
total annuities and pensions reflects primarily the
growth in employee annuitics, since the mumber
and amount of pensions in force have declined
steadily as a result of deaths among the pensioners.
A detuniled statement of the new certifications,
terminations, and resulting changes in the figures
for pensions in force is presented in table 5. The
sharp rise in the total annuities and pensions in
force in November and December 1937 (table 4)
and the steady rise thereafter are directly related
to the number of certifications of employec
annuities. By June 30, 1938, payments were
heing made on 108,200 annuities and pensions
of all classes at & total monthly rate of $6.7
million. The increase was not as rapid after June
30, 1938. Nevertheless, by May 31, 1939, the
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had risen 21.1 percent to 131,061, and the total
amount payable monthly had reached $8.2 million
or 22.4 percent more than on June 30, 1938.
Employee annuitics have formed an increasing
proportion of this growing total, rising from 22.3
percent of the total monthly amount payable on
September 30, 1937, to 61.1 percent as of June 30,
1938, and 70.6 percent as of May 31, 1939. Corre-
sponding figures for pensions were 77.0 pcreent,
38.1 percent, and 28.3 percent. Survivor annu-
ities ' have increased slightly, the figures for the
three periods being 0.2 pereent, 0.5 percent, and
0.7 percent. The increase in the number and
amount of survivor annuities is limited by the [act
that a relatively small number of annnitants elect
such annuities. Death-benefit annuitics consti-
tuted only 0.4 percent of the total in force on the
first two dates, and 0.3 pereent on the third. The
number of such annuities in force at any one time
is limited, since they are payable only on the death
of an annuitent under the 1935 act, under which
mer of the present article dends only with employee annuities.

A separete artiele oo survivor beaefits noder the Railreand Retirement Act
wili appear in a later issue of the Bulletin.

1



few new certifications are being made, and they
terminate after 12 monthly payments.

Applications and Certifications for Employee
Annuities

Under the Retirement Act of 1935 annuities
were first payable for June 1936. From March
through June, 24,800 applications for employee
annuities were received by the Board (table 6),
and the applications during May were the largest
in any one month since the establishment of the
railroad retirement system. (See chart ITI.) On
June 30, 1936, on injunction proceedings filed by
all the major carriers, the District Court of the
United States for the District of Columbia en-
joined the Railroad Retirement Board from re-
quiring carriers to furnish at their own expense
the information from their records on which the
determination of prior-service credit could be
based, and enjoined the Commissioner of Internal
Revenue from collecting taxes under the Carriers
Taxing Act. The number of applications fell off
rapidly thercafter, owing to the uncertainty which
railroad workers felt as to the future of the retire-
ment system, and in January and February 1937
reached the lowest point in the history of the
Board’s operations. Eventually, at the suggestion
of President Roosevelt, a confersnce of railroad
managements and railroad unions met to devise
a mutually acceptable retirement system. On
February 18, 1937, the conference agreed upon a
series of amendments to the 1835 act to be jointly
recommended to Congress,

The number of applications started to rise im-
mediately thereafter and attained another peak,
lower than that of May 1936, in July and August,

after the approval by the President of the amenda-~

tory Railroad Retirement Act of 1937 on June 24,
Since August 1937 the rate of application has de-
clined almost uninterruptedly, but more sharply
during the fiscal year 1937-38 than during the
fiscal year 1938-39. The tendency of the rate
of application to Jevel off is an indication that the
large number of older workers in the railroad in-
dustry who continued to work, in the absence of a
firmly established Federal retirement system, have
now in the main applied for annuilies under the
gystem.

The court order of June 30, 1936, made it
difficult for the Board to obtain records of prior
service. Therefore, up to the passage of the

a2

amendatory Railrond Retirement Act of 1937 the
Board had made only about 7,000 certifications.
The peak of certifications of employee annuities
was not reached until November and December
of 1937 when three shifts were cmployed in the
adjudication of accumulated cleims. About a third
of the 24,000 annuities certified in these 2 months
were awarded on a ‘“‘temporary partial”’ basis (see
page 16), relying upon employers’ summary
“short-form’’ reports of service and compensation
of applicants, pending tbe necessary detailed
check of monthly service and compensation
records. After December the number of certifi-
cations dropped sharply, chiefly as a result of a
reduction in personnel imposed by budgetary

Chart III.—Applications for employee annuities re-
ceived and claims initially approved for certification,
by months, March 1936-May 1939
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limitations. In addition, the number of claims
which could be handled on the basis of short-form
adjudication decrensed, and the number of claims
certified on this basis declined rapidly after
December. Furthermore, the proportion of diffi-
cult cases that remained to be adjudicated in-
creased.

A large proportion of the cases remaining for
adjudication involved determination of an em-
ployment relation or proof of disability, or both.
Under the act of 1935 an applicant was eligible
for prior-service credit if he was in active service
or in an employment relation to an employer under
the act on or after August 29, 1935. An individual
was considered to have an employment relation
to an employer if he was “furloughed or on leave

Social Security _



of absence and subject to call for service and ready
and willing to serve, all in accordance with the
established rules and practices usually in effect
on railroads.” The employment relation pro-
vision was broadened in the 1937 act to include
absences on account of sickness or disability and
to remove the requirement of being “ready and
willing to serve” in the case of leave of absence.
However, in all cases of employment relation,
the individual must have been in that relation
on August 29, 1935,

The adjudication of employment-relation clains
involves special difficulties. It is necessary to
determine first that on the carrier or other em-
ployer there existed rules or practices covering
furlough, leave of absence, or absence on account
of sickness or disability. This determination
had to be made craft by creft and railroad by
roilroad.  As of October 31, 1938, employers had
submitted over 2,000 separate labor agreements
and nearly 1,000 statements of practice, and more

than 2,000 rules and practices covering 21 occupa-
tional groups had been summarized.

The next stage is the determination that the
particular applicant was on furlough or otherwise
absent in accordance with an existing rule or
practice. The Board in April 1938 organized a
separate unit to handle claims involving this mat-
ter. By the end of May 1939, this unit had ruled
upon 22,026 individual elaimns for prior-service
credit on the basis of employment relation. In
16,854 or 76.5 percent of these cases the claim of
the applicant was sustained, and in the remaining
5,172 or 23.5 percent it was disallowed.

With the decline in the number of applications,
the certification of employee annuities has fallen
off. The continued excess of certifications over
applications each month indicates the certifica-
tion of claims accumulated from earlier months.
The decline in the rate of certification since March
1939 is in part & result of the transfer of personnel
from the Division of Retirement Claims in connec-

Table 3,—Number and monthly amount payable of new certifications for permanent pensions, terminations by
death, net adjustments, and number in force and monthly amount payable at end of month, by fiscal years

and by months,! July 1937-May 1939

New certifications Termlg:;it%ns bY | Net adjustments? | Inforce at end of month
Fiscal year and montb
Number | Amount l Number ! Amount | Number | Amount | Number | Amount
Cumulative tbrough May 1839 e eiarrniiae- 48,7368 | $2, 820, 040 I 8, 806 l $401, 220 -l |~ 22 .o
Transferred from carriers’ pension rolls, July 1, 1987.... ... 47,077 | 2,784,873 & .......... } ................................ S F
Total, 1037-38 . . i ecramsescsmran v 0a6 30, 346 4, 656 257,083 =73 =3 14T || s
Ty e e 113 6, 102 53 13,173 -1 —32 47,836 42,771,768
August___.._.____ 102 3,746 348 18, 460 —~B1 -3, 355 47, 631 , 768, 899
September..__..__ 73 3,670 382 21,102 —21 —Hb 47,201 2,740, 351
Qctober....._..... 32 2,183 32 18, 310 -9 =310 48, BBS 2,723,914
November.___._. 65 2,274 435 24,978 4 533 | 48,53 2, 701, b4
December . e eemes 160 7, 504 300 10, 462 3 777 48, 326 2, 686, 923
1638

Joouery. 53 1,712 431 23,428 18 ang 45, 086 2,668,113

February 14 404 500 25, T84 [l 00| 45,477 2,641,
28 1, 24 384 20, 9456 -2 —212 45,119 2,621,130
19 B46 ey 24,117 8 504 . 2, 598, 453
14 670 i 22, 865 —4 —151 44, 308 2, b76, 208
3 5 388 0,713 -12 =521 43,914 2, 584,978
03 4,828 4, 150 234, 127 2 L ] N PR S,
2 108 385 20, 687 4 139 43, B6B 2, b4, B30
] 201 320 17,081 -7 -—34d 43, 234 2,518, 408
3 87 341 10,166 2 176 42,903 2, 407, BBT
7 a7 18, 124 6 244 42, 689 2, 480, 319
November. 65 2,005 384 21,091 1 —138 42,271 2,462,085
December_ . e eaeeee 3 178 347 20,024 4 306 41,831 2, 442, 546

1939

J BB e e m e ——— 7 825 403 22,848 -3 —239 41, 827 2,419, 784
FObTURLY. . o iime i eear s macamnram e -1 —80 423 24, 104 =11 — 580 41,002 <, 305, 013
March. 0 =11 450 24, 697 8 391 40, 850 2, 370, 8056
April_. 5 242 418 2}, 252 11 496 40,250 2,348,182

AY e e cmeaneemaimmcaeaean- 1 58 384 22,100 -9 —h32 30, 869 2,325,

! Corraction for 8 claim that has been certifled or terminated In error or
for an incorrect amount Is made in figures for month in which error {s dis-
coveredand not in thosafor month in whigh ercor was made. T'o thisextent,
number sund amount shown for eny given month differ slightly from aetual
monthly activity.

1 Terminations becauss of suspension and return to service oro subtmeted
and reinstatenents of suspended pensions are added. RecortiAcations of
pensions result in additions to amount but not to number of cases.  For this
;05150‘111, amount of adjustment bears no relation to net number of cages ad-

usted.
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tion with the organization of an administrative
staff for the Railroad Unemployment Insurance
Act.

To May 31, 1939, a total of about 13,000 appli-

Table &.—Applications for employee annuities received
and claims initiclly epproved for certification, by
fiscal years and by months, March 1936—-May 1939

Claims initiolly approved far cer-
tification 1
Applica-
Fiscal yeor and month tiuusl ™
received 1 't pParary
Total 3 uﬁgﬁ:?gs partial
annuities
Cumulative
through May 1939 131, 691 99, 336 a6, 064 12,372
Total, 193536 (4
months), o oceee.. D4, T70 | e e e mee
July_ e 2,490 18
3,205 53
2,064 148
2, 2063 e
1, 698 373
1, 53¢ BR?
1937
1,319 830
1,310 768
1,778 033
2,059 960
2 511 1,112
5, 889 B08
52, 895 50, 644
7. 358 787
7.542 2. 499
6, 572 3,013
5,149 4,420
4160 12,615
3,679 11, 489
3,348 3, b74 2,335 1,9
2,073 3,146 2,394 751
3,250 5,119 5, 246 473
2041 4, 501 4,477 494
3,077 3, 608 3,206 242
2,733 3, 767 3,578 189
Taial, 183839 to
Maydl........_. 26, 097 32, 306 30, 917 1,389
2, 650 3,733 3, 562 171
2, 6 3,771 3,575 166
2 655 2,030 2,826 113
2, (94 3.716 3, 539 177
2,438 3,018 2,874 144
2,068 2, 607 2, 575 122
January ... o oo__.._. 2,974 2,676 2,573 103
February_. - 2,058 2,410 2,497 119
March..... 2,385 2,682 2,591 91
April__ - 2,014 2, 208 2,142 [ili3
May. ... [, 1,584 2,250 2,163 BT

! Based on month elaiin nurnber was assigned.

1 Annaitics certificd on 8 “subject-to-recertification™ basis after check of
part of service and compensation are included with “regnlar annuaitics’” cer-
tifications. Temporaty annuitics te former carrier pensioners nre net in-
cluded as certifientions.

3 After a claim is approved for certification by the Division of Retlrement
Claims some time is required before it goes through the stages needed for
regular certification Lo the Secrotary of the Treasury for payment. Asaresult,
the figures of monthly certifications here given differ from, and on a camula-
tive basis are somewhat larger than, tho figures of new certifications of em-
ployec annuities te the Treasury, as given in table 7.

14

cants for employee annuities was held ineligible
for such annuities. This does not include appli-
cants who were incligible when their elaim was
first adjudicated and subsequently became eligible,
mainly by attaining age 65, or age 60 if disabled,
and were granted an annuity. Many of the 13,000
individuals at present ineligible will likewise sub-
sequently become eligible. Among the ineligible
cases are about 1,400 former carrier pensioners
who applied for employee annuities, were found
ineligible for such annuities, and were granted
pensions under the 1937 act.

Changes of Employee Annuities in Force

Table 7 shows in greater detail than does table 4
the increase in the number of employee annuities in
force. It gives for ench month the new certifica-
tions of annuities to the Treasury and the termi-
nations by death reported to the Board. The
differences between these two figures primarily
determine the increase in the number of employee
annuities in force. The figures of new certifica-
tions to the Treasury here given differ from, and
on o cumulative basis lng somewhat hehind, the
figures given in table 6 of claims approved forcerti-
fication. After a elaim is approved for certifica-
tion it takes a number of days for it to pass
through the several further steps required for
regular certification to the Treasury for payment.

The gradual increase in the number of deaths
among employee anpuitants, amounting to ap-
proximately 600 o month for the past 5 months,
may be seen from table 7. Since new certifica-
tions continue to exceed terminations by death,
the number of employee annuities in force has in-
creased from month to month and will continue
to increase for some time to come.

Status of Certification

With adjudication of prior-service eredit de-
pending upon records in the possession of private
employers, considerable delay arises in many cases
before service and compensation can be com-
pletely checked. Among the most important
factors causing delay are the indefiniteness of the
information furnisbed by many applicants, the
bad condition and relative inaccessibility of some
employers’ records, and in general the time re-
quired to check an individual’'s name through
more than 400 pay rolls, of one or more railroads.
It would have entailed considerable hardship for
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applicants if at the peak of annuity applications
the Board had insisted on certification only on the
basis of a complete check of all relevant records
of service and compensation. Instead it adopted
the practice of certifying annuities on four differ-
ent bases adapted to certain typical problems of
adjudication:

(1} Finally certified annuities, with all relevant
service and compensation records and all
other dota bearing on the adjudication of
the claims completely checked. The

largest proportion of annuities are imi-
tinlly certified on a final baasis.

(2) Annuities subject to recertification, initially
certified on the basis of a month-to-month
cheek of only part of the relevant service
and compensation,' the amount of the
annuity in these cases being subject to
recertification when the remaining serv-
ice has been checked.

11 1n & small proportion of cases annuities are “‘subject to recertification™ he-
ceuse, alithough all relevant service nnd compensation records have been
checked, certain other data nccessary for final determination bave not yet
heen furnished o the Boord.

Table 7.—Number and monthly amount payeble of new certifications for employee annuities,! terminations by death
and net aodjustments, and number in force and monthly amount payable at end of month, by fiscal years and

by months,? July 1936~-May 1939

New certifications? Term%jrégtti]t‘ms b¥ | Not sdjustments ¢ |In force at end of month
Fiseal year and month
Number | Amount | Number| Amouni | Number | Amount | Number Amount
Cumulative through Moy 1939, oo iommemecaes 98, 653 | $6,030, 465 8, 627 $015, 634 =320 $384,204 o ... ..
b AT T R P 7,158 445,285 284 17,414 -4 [0 £ T S
18 $001
18 801
185 12, 487
515 33,123
076 02,054
1,732 107,818
2,480 153, 468
8151 2| LMdE ... 3,302 203, 455
T 582 | oeeos 4,168 257, 469
46, 505 3,308 {.._o... 4,878 303, 045
1,179 74, 450 58 3,463 1 1,165 6, D00 376,128
941 00, 557 70 4, 250 —1 652 8, 870 433, 047
Tatal, 1937-88 ... e eeemmaaan 58,682 | 3,012, 42 2,815 177,693 ~151 | 217,085 | oo
Ty . e —e e am s 710 45, (33 00 4,357 -3 1,041 7, 520 474, 764
August______ 2,452 180, 842 115 6, 054 -1 1,748 @, B5f 850, 701
September._. 2,838 200, 166 100 5, 850 —q 037 12, 588 B45, D48
October_____ 4,156 293, 498 108 7, 208 -2 676 16,634 1,132,914
November. 8 361 555,911 164 11,210 -7 1,331 2, 824 1,878,947
BT 1 T IPI 13, 790 772, 626 224 13,935 -3 3, 804 38, 387 2, 441, 542
B, 687 318, 61D 338 20, B97 -3 22,806 43,733 2,762,152
3,041 170,373 265 17,407 —16 2], 408 46,493 2,945, 485
4,427 257,335 300 18, D42 —37 40, 154 50, 574 3,233,012
5,776 340, 539 388 23, 531 —df) 50, 637 55, 921 3,609, 557
3,283 203, 590 7 25,127 —31| 31,388 | 8,778 3,810, 406
4, 156 256,015 341 22, 505 —4 32,045 62, 586 4,084, 001
Totnl, 193539 to Moy 31l o iiiciiiiaaaas 32,813 | 1,972,637 6, 528 420, 536 —165 | 161,808 | .. |eeeoaa Ll
Tl e 3,325 206, 144 494 a3, 216 —27 21, 857 65, 380 4, 279, 748
Aupgust__..____ 3,767 232, 647 476 31, 662 -7 18, 712 68, (54 4, 407, 145
September ... 3, 581 210, 745 822 40, 357 —22 15,743 71,571 4, 189, 278
October_ ... __ 3,443 208, 661 875 a7, 103 -7 14, 465 74,432 4,873,630
November..._.________ 3, 4490 203, 046 574 35,810 -3 15, 036 77, 345 5, 055, 803
Deeember e cmiicaaoes 2,838 167, 137 623 38, 820 —-10 12,923 7, 5,197,043
2,408 [ 148,644 045 41, 354 —5| 10,498 | 81,308 5 314,830
2,716 164, 562 842 4], 546 1 15,128 B3, 473 5,452,974
2,638 155, 852 48 41,033 —32 13, 236 85, 431 5, 581, 030
2,327 137,817 651 42, 202 -7 14, 264 87, 100 &, 690,914
2,210 133, 077 578 37,078 =26 11,962 g8, 708 5, 708, 875
! Excludes {emporary annuities to lormer carrier pensioners. For this reason for this log is indicated in footnote 3. table 6. The firures of new

reasorn, flgures in force differ somewhat romn those in table ¢.

1 Correction for a claim that bas been certified or terminated in error or for
an incorreet amount is made in figures for month in which error is discovered
and not in those for month in which error was made. 'To this extent, number
autq a{nount shown for any given month differ slightly from actual monthly
activity.

1 The number of new certifications to the Secretary of the Treasury in ench
month differ from, and on o cumnalstive basis lag semewhat behind, tho
number of applications approved for certiflcation, as given in table 6. The
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certifications given here nlso differ slightly from those in table 10, which are
unrevised figures.

4 Reinstatements of suspended annuities sre added, while terminations
for reasons other then death, ineloding suspensions, returns to service, and
commuted lump-sum annuity payments are subtracted. Recertifications
of employce annuities result in additions to amount but not to number of
cases, For this reason, amount of adjustment bears no relation to net num-
her of cases adjusted.  Net adjustment in amount is always posltive, because
of preponderant effect of recertifications.
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(3) Temporary partiol annuifies, certified on
the basis of a summary report of service
and compensation received from the em-
ployer but not vertfied from month-to-
month service and compensation records.
This procedure was applied only to em-
ployees retiring from active service at
age 65 or over. The amount of the an-
nuity calculated from the data on this
“ghort-form” statement is reduced by ap-
proximately one-third so that the amount
of the temporary partial annuity will
virtually never be greater than the
amount of the annuity when finslly de-
termined on the basis of & detailed check
of service and compensation records.
The amount of annuity in such cases is
‘subject to recertification, retroactively
to the accrual dete, when the detailed
month-to-month check of service and
compensation has been made.

(4) Temporary annuities to former carrier pen-
sioners, who could not under the 1937 act
be paid pensions beyond October 1, 1937,
because they were eligible for an annuity,
but the amount of whose annuity could
not be determined by that date because
of the difficulty of checking their service
and compensation records. They were
therefore given temporary annuities equel
in amount to their pension. When cer-
tification of the amount of the annuity is
eventually made on the basis of service
and compensation under the act, this is
not counted as a ‘‘recertification” on
the Board’s records, but as an initial
certification. .

Table 8 shows month by month the number of
employee annuities approved for recertification.’?
The fizures include recertifications both of tem-
porary partial annuities and of annuities subject
to recertification. Recertifications were not made
in any large number until Jenuary 1938, when
1,244 annuities were recertified. This was about
one-third as large as the number of initial certifica-
tions in that month. The largest number of an-
nuities approved for recertification, 2,897, was
made in March 1938—about one-half as many as

1t In from 15 to 20 percent of these ceses the annuity has been recertifled on

an incompleto pasls, subject to further recertification when the complete
réports become avallable,
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the initial certifications in that month. In 1939
recertifications have approximated one-half the
number of initial certifications.

Table 8.—Number of employee annuities approved for
recertification ' prior to July 1, 1937, and by fiscal
years and months, July 1937-May 1939

Number of Number of
Fiscal yeat aud month | recertifica- || Fiscal year and month | recertifica-
tions tions

Cumulative Total, 103838 to

tllglrough May Moy 3l........ 11, 945

August. .. 1,138
Septembet, _
October_.___ . 1,022

1 Incluges recertifications of annuities initially awaerded either on a ''subject
to recertification® basls or on & “temporary partlel’”’ hasis,

Table 9 -shows employee annuities in force at
the end of each month, classified by status of
certification. The proportion of annuities in force
certified temporarily without a detailed check of
service and compensation records has diminished
to a negligible amount. As a combined result of
the decline in the number of new certifications
made on o temporary pertial basis and the recer-
tification of many of these annuities after check of
service and compensation, the number in force on a
temporary partial basis has fallen rapidly. At the
end of January 1938 they constituted 17.1 percent
of all employee annuities in foree. By the end of
June 1938 they had dropped to 5.2 percent and
by the end of May 1939 to 0.9 percent. Over the
same period the number of temporary annuities
was stendily reduced by determination of the
amount of the annuity on the basis of service and
ocompensation, and only 28 were in force on this
basis as of May 31, 1939.1

The large amount of work involved in checking
detailed service and compensation records and the
tesulting delay in collecting from employers’
records all the data needed for final certification

¥ In addition, there were 112 temporary snmeltants who had died befors

thefr regular anoulty was determined or whose snnuity was suspended as
of May 31, 1930, Annuity determinations remain to be made in those cases,
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remain a problem for the Board. Consequently,
the Board has continued to find it advisable to
certify a substantial number of claims on & “sub-
ject-to-recertification” basis. Of initinl certifica-
tions of employee annuities on a regular basis dur-
ing the past year, approximately 25 percent each
month have been awarded on a subject-to-recerti-
fication basis.

Types of Employee Annuities

Employee annuities fall into two main groups—
age and disability. Age annuities are of two
kinds—those aceruing at or after age 65 and those
beginning before 65 for individuals who have had
at least 30 years of credited service. Under
the 1937 act but not under the 1935 act such
annuities are limited to persons at least 60 years
of age. The amount of annuity is reduced at
the rate of 1/180 for each calendar month by
which the annuitant is under 65 at the time the

annuity begins to accrue.* Disability annuitants
are also of two kinds—those who have had 30
years of credited service when the annuity begins
to accrue and those who have had less than 30
years of credited service. The latter must be at
least 60 years of age when the annuity begina to
acerue, and the amount of the annuity is reduced
as for age annuities beginning before age 65.
Table 10 shows the number and percentage dis-
tribution of new certifications in each month by
type of annuity. The proportion of age annuities
65 and over among new certifications was con-

siderably lower and the proportion of the three

# Under the 1835 not but not under the 1937 act such a deduction of 1/180 is
made for each month an Individual continued in the service of an employer
under the act after age 85, except durlng any pericd hetween ages 85and 701t a
continuance-In-service agreement was filed with the Board, Thisapplles only
to age apnuitants, stoce all disabllity annulties must begin befors Bge 65.
There wers 1,703 such cases under the 1038 act 88 of June 30, 1038. The deduc-
tlons tor such snnuities wera very small, the average reduectlon at that time
belng only $1.63 per month. Such cases are included with the age retirements
at ege 85 or over. ‘This redoction dces not apply to carrler efficlals and
cmployee reprosentatives.

Table 9.—Number of employee annuities in force and monthly amount payaeble at end of month by status of
certification, July 1936-May 1939

All employes annalties Regular annulties t Tcmn%t.:lnr:ﬁwpl:rﬁal Plt‘gl}:)?g??peﬁ?ﬂzig
Mooth
Number | Amount Number | Amount Number | Amount Number! .Amount

Ty oot merac ettt e e ————— 18 $601 18

August.._.. 13 01 18

Heptember._ 185 13, 487 186

October__.. 815 33,123 516

November_. . w5 82,054 975

TCCCIIDOE e wmer v e camcmmmccme mmemm e mmm e e m e 1,732 107, 918 1,732

1937

JAOUALY . o e verocuccnsarmmmmmnmasacmcan e mdpenanea. 2, 480 153, 468 2,480

February_.. 3,302 203, 435 3,302

March______ 4,188 267, 409 4,188

April 4,878 303, M5 4, 878

May 6, 000 376, 128 8, 00O

Jun 6, 870 433,047 8, 870

Tuly 7,520 474, 704 %, 520

Augug 9, B36 A60, 701 9, 838

Beptomber. . 12, 688 845,048 12, 588 -

October.... 18,524 1,735,317 16,634 L 102,914 | )i 1,800 $102, 402

November._.. . .- 26, 080 1,743, 216 23, 834 1, 828, 540 B8R £52, 408 1,268 63, 268

DRI DR - o e caaranna 30,375 2,489,253 82, 005 2,181, 443 6,202 , 099 988 47,710
2, 800, 584 36, 084 2, 427,487 7,630 a4, 485 813 38,431
2, 980, 908 38,017 2, 620, 052 7,578 324, 513 760 38, 802
3, 260, 907 4,203 2,970, 104 8,371 262, 008 825 27, 05
3, 6830, 692 51,016 3,414, 3688 4,908 196, 191 482 21, 435
3,835, 126 54,721 3. 861, 821 4,055 157, 885 354 18,718
4,097, 818 89, 301 , 960, 3,283 124, 268 284 12, 64
4,230, 625 62,473 4, 149,071 2,917 109, 776 222 , BT7
4, 504, 803 83, 670 4,307,383 2,875 99, 781 178 7,887
4, 605, 205 , 097 , 597, 230 2,474 92, 048 133 & 98D
4,878, 048 72,170 4,790, 645 2, 262 82, 888 111 5018
8, 000, 267 76, 74 4,970, 152 2,071 70, 861 100 4,453
8, 200, 252 77,838 %, 126, 380 1,914 70,862 T4 3,208
5,317,101 70, 685 5, 248, Q55 1,813 68,714 B4 3,210
5,455, 021 81, 881 5§, 304, 108 1,662 58, 868 48 2,046
5, 582, 887 84,004 5, 629, 543 1,417 &1, 486 42 1, 857
5,602, 220 85, B30 B, 680, 407 1,120 40,417 32 1,315
5, 709, 082 87,882 5, 769, 949 824 28,826 o) 1,108

1 Cortifled on basis of deteiled check of all or
compensation records, including cases certifie
catlon’ basis,
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art of relevant sorvice and
on 8 ''subject-to-recertifi-

1 Certified on basis of *short-form’ statement of service sand compensation

without detalled check of service and compensation records.
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other types considerably higher in the period from
July 1, 1938, to May 31, 1939, than for the carlier
period. At the beginning of the retirement system
there was a greater accumulation of persons eli-
grible for age retirements above 65 than for age
retirements below 65 or for disability annuities.
Not only were there a great many workers in active
service who had continued to work long after the
age of 65, but there was also an accumulation of
dizabled workers over age 65 who were eligible only
for age annuities. Ilad the retirement system
been in existence at the time these workers be-
came disabled they would have qualified for disa-
bility annuities,

The increase in the proportion of disability
annuities shown in the table is due also in part
to the foct that under the 1937 act disabled em-
ployecs between 60 and 65 years of age are eligible
for disability annuvities, even though they do not
have 30 years of service. In addition, under this
provision, persons who bave left the railroad in-
dustry with less than 30 years of credited service
will be eligible for o disability annuity at age
60 if they become disabled subsequent to leaving
the railroad industry. Furthermore, the 1937 act
extended the definition of employment relation to
include absence from work because of sickness or
disability.

Administrative factors also affceted the low rate
of certification of disability annuities in the earlier
period. The greater lag in the certification of such
annuities was due in part to the relatively large
proportion of disability cases mvolving the estab-
lishment of employment relation, which as has
been indicated took a longer time to adjudicate.
In part it was due to the difficulty of determining
the existence of disability within the meaning of
the 1937 ret, That act defined disability as “total
and permanent disability for regular employment
for hire’’ whereas under the 1935 act employees
“retired by a carrier on account of mental or
physical disability” were entitled to a disability
annuity, if otherwise eligible.

To expedite certification, the Board in October
1937 set up a Disability Rating Board to pass
upon claims for disability annuities. Through
June 1938, the Rating Board handled 8,040 disa-
bility claims at the rate of 993 a month as com-
pared with a total of 13,228 in the 11 months from
July 1, 1938, to May 31, 1939, at the rate of
1,202 s month (table 11}.

i8

Table 10.—Distribution of new certifications of em-
ployee annuities by type of annuity, cumulative
through June 1938 and through May 1939, and by
months, July 1938-May 1939

[Preliminary Bgures]

Age annuities Disability annuities
Year and month Total !
65 and Undser { 30 years |Less than
over + 653 of service | 30 years
Number
Cumulative
through May
39, e 98, 536 78, 361 4,738 11, 164 4,273
Cuomulntive
through June
19384 .. 85, 883 57, 500 2,442 4,897 844
Tatal, Tuly 1938~
May 1939. ____ 32,853 20,861 2, 206 6,267 3,429
1038
July.. . 3,322 2,163 74 688 250
August..._ - 3,771 2,315 250 ] 373
September. —— 3, 556 2,384 216 683 273
October.____ - 3, 445 1,98 277 Ti8 432
November. . - 3,461 2,374 221 578 318
December ., oo, 2,847 1, B89 185 482 201
2, 500 1,593 183 434 200
2,725 1,824 232 508 360
2,638 1,678 183 438 338
2,347 1,439 163 470 275
2,211 1,404 165 414 228
Percentage distribution
Cumuletive
through May
1930 . .. . 100.0 8.6 48 11.3 4.3
Cumulistive
through June
1638 ... 100,90 87.5 3.7 7.5 1.3
Total, Fuly 1638~
May 1939 ... 100.0 G3.5 7.0 19.1 1.4

 Distribution based on figures of new certifications 1o the Secretary of the
Treasury before certaln minor correctinns wore made. Figures of total new
certifications during month, therefore, differ slightly from figures in table 7.

? Figures for perinds after June 30, 1838, are not exactly comnparable with
those prior fo that date, since the earlier figures include in “apa 65 and over”
age annuities which acerue in calendar month of annuitant’s 85th birthday
and therefore ars not subjeet to reduction, However, such cases constituted
3es5s than 1 percent of all finally certified annuities in force as of June 30, 1938,
and proportion sinceg that time is probably pot much grenter.

& Bea footnote 2. Of all finally certified age annuities in foree as of Juno 30,
1038, which began before ege 05, 25.1 percent began within calendor month
of annuitant’s f5th birthdsy and were not subject to reduction,

1]133 udnnuit.i%, payment on which was suspended as of June 30, 1038, are
excluded.

Of the 21,276 claims handled to the end of May
by the Disability Rating Board, 15.7 percent have
been disallowed. Claims disallowed constituted
9.6 percent of the total handled during the fiscal
year 1937-38, as compared with 19.4 percent in the
next fiscal year.®* The larger proportion of dis-
allowances in the later period 1s probably due to
the fact that the clearer cases of disability tend
mcs in which a claim fer o disability annuity was disnllowed,
the ppplicant mway have been nworded an oge aaunily with reduction for
early retirement if he met the 30-year service and 60-year nge requirgment.

Of disability ¢laims disallowed up to Oct, 31, 1938, about 5 percent were
awanrded such annuities.
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to be adjudicated first and that the Board delays
in disallowing a claim until the applicant has had
every chance to prove his claim. ]

The larger proportion of disability annuitants
among new certifications in recent months,
although in part due to the certification of an
accumulation of disability claims, is elso due to a
real change in the proportion of disability claim-
ants. Analysis of applications for employee
annuities received by the Board during the 5
months from December 1938 to April 1939 shows
that from 28.1 percent to 30.6 percent of the ap-
plicants each month claimed disability annuities.
Even if, as the experience of the Board to date indi-
cates, between 15 and 20 percent of these disa-
bility claims will be disallowed, the proportion of
disability annuities resulting from applications
received during these 5 months will be consider-
ably in excess of that among annuities certified
to June 30, 1938,

Changes in Characteristics of Employee An-
nuities

The Board’s last annual report (pages 77-89)
analyzed differences among the four types of em-
ployee annuities for all final certifications up to
June 30, 1938, whether or not initially certified
on a final basis.® Similar figures since June 30,
1938, are available only for April and May 1939,
and on a slightly different basis. The figures for
the latter 2 months relatc only to new certifica-
tions snifially made on a final basis. There are
difficulties in comparing characteristics of the
relatively small number of certifications made in
8 single month with those for the necumulated
certifications to June 30, 1938, In arriving at any
general picture, the averages for the first period
will have u predominant weight for some time to
come, OQver-all figures for the long initial period
muay conceal changes within the period itself, and
the stability of the characteristics shown in the
figures for 2 recent months is open to question
when changes occurring in the intervening period
can only be inferred. Furthermore, certifications
made during the 2 recent months include some
applications received prior to June 30, 1938.
However, comparisons with the bench mark pro-

18 Comparisons ere based only on fnally certified annuities to eliminate
the effect of the variable factors which may temporarily prevent final certi-
fieation. The proportions of annuities of the varlous types among Anal certi-

Aeations and among those subject to recertification differ in sowme respects.
Compare percentage distributions in tables [0 and 12,
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Table 11.—Disability claims handled by the Disability
Rating Board, by fiscal years and by months, October
1937-May 1939

Totnl : Claims
Fisenl year and month claims (i_lﬂll?lg dis-
handled | BrA0Le allowed !
Cumulativa through May 1930, 21, 276 17, 439 3,337
Total, 1937-38 (9 months)._._... 8,043 7,219 769
1037 ‘

Qetober Y .. 104 7 7

November_. 402 352 50

D LT T 5N T R 513 475 38
1035

BT T o R, 428 413 15

Febroary. .- 423 387 36

- 726 858 69

1,499 1, 341 158

2,079 1, 898 183

1,870 1, 662 213

Total, 1938-39 to May 3l........ 13,228 10, 660 2, 568

1,980 1, 570 411

1,710 1,374 338

1,167 959 208

-- 1,322 1,054 288

November.. 1,224 847 217

Deesmber oo iaaunas 040 o682 257
1839

January.._. - 1,050 836 224

February. ... - pel 812 149

March.... R 1,044 856 188

F N ) & DR v14 785 129

MAY. e w s 838 767 121

! Of these applicants, those who met the J0-year service, 60-ycar age require-
ments were granted nge annuities with reduction of 1/180 for each month
during which they were less than 65 on accrual date, Of ¢laims disallowed
up to Oct. 31, 1938, approximately 56 pereent were granted such aonuitics.

* Covers perfod from Oct. 19, 1037, when Disability Rating Deard was set
up, to end ¢f monih.

vided by the figures to June 30, 1938, arc given
in table 12 as indicating in a general way changes
in characteristics of different types of employes
annuities.

The average age at retirement was 64.7 on
April and 65.1 on May certifications as compared
with 68.5 on all finol certifications to June 30,
1938. Each type of annuity except age annuities
under 65 showed o lower average attained age at
retirement in the later period. The higher age at
retirement of annuitants 65 and over in the earlier
period reflects the large number of very aged
persons who retired at the beginning of the system.
The lower avernge age, in the later months, of
disability Tetirements with 30 years of service
probably results from the fact that such retire-
ments are now on a more current basis, with &
greater number of eligible persons applying for
disability annuities when they become disabled.

The difference in average age at retirement, as
between earlicr and later periods, is greater for all
annuitants than for any single group. This is
due to the much greater proportion, in the later
period, of the three types of annuity beginning
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before age 65, as shown in column 2 of the table.

Table 12 compares the certifications up to June
30, 1938, and those for recent months in terms of
average ‘‘normal”’ annuity, “single-life’’ annuity,
and “‘actual” annuity. The normal annuity is
calculated by the annuity formula (see footnote 4,
page 4) from credited service and average
monthly compensation. The single-life annuity is
the normal annuity less deductions, if any, for
retirement under 65. Such deductions are, under
the 1937 act, epplicable to all age annuities begin-
ning before age 65, and to all disability annuities
based on less than 30 years of service.” The
actual annuity paid is the single-life annuity less
deductions, if any, resulting from elections of
joint and survivor annuities. For the large
majority of the annuitants the actual annuity is
the same as the normal annuity.

The average normal annuity was $71 up to
June 30, 1938, and was about $2.50 or 4 percent
less for April and May 1939. This difference is
the resultant of differences in average credited

I See footnote 14 for similar reduction under the 1635 act only.

service and average monthly compensation. The
average monthly compensation for all employee
annuitants was only slightly lower in April and
May of 1939 than for the earlier period. The
most marked difference was shown by disability
annuitants with less than 30 years of service.

Months of credited service, however, avcraged
about 4 percent less in April and May for all an-
nuities. The average credited service for dis-
ability annuitants with less than 30 years of
credited service was less by 8.4 percent in April
and by 11.2 percent in May than for earlier annui-
ties of this type. The reason for this difference is
not clear from the data at present available. For
age annuities 65 and over the corresponding fig-
ures were 6.1 percent and 5.5 percent. This
difference is primarily due to the smaller propor-
tion of very aged in the certifications of recent
months, as reflected in the difference in the retire-
ment age. These older annuitants are more
likely to have longer years of service. Thirty
years of credited service is a requirement for
annuities of the other two types.

Table 12.—Summary of characteristics, by type of ennuity, of finally certified employee annuities certified to the
Secretary of the Treasury to June 30, 1938,! and during April and May 1939 *

Average
Percent of
Actual an-
Numberof | total for
Typa of annuity and month or period H Reduction nuity * (after
snnuities mo;t]g " | Ageatre h’gfe%ti':gff CI;{IS “;gg_ Normal | for retire- | Singlelife |reduction for
p tirement $ g b tlF(I)n annuity 5 | ment be- | annuity # | Jolnt and
serv. fore 85 4 survivor an-
nuity)
All annuities:
ToJune 30, 1638__ .. ... 53, 889 100.0 63,5 333. 4 $168. 39 $70. 94 (%) $70.48 250. 08
April 1830 1, 685 100.0 64,7 322.0 166, 52 68. 32 Q)] 66. 43 §5. 89
ay 1930 .o 1,619 i00.0 85,1 8219 150.73 68. 50 O] 6. 67 86, 07
Age annuities:
651 and over:
ToJune 30,1038 ... 47,431 8.0 0. & 330.8 188.17 60,77 ) 780,70 48, 30
April 1030 - 958 57,6 8.1 3. 5 153,28 06.01 (’; 06,01 05, 42
May 1938 oo 880 63. b 8.4 312.6 180, 67 85. 14 * 85. 11 4. 41
Under €5 1:
To June 30, 1638 1,188 2.2 62.4 1360. ¢ 187.16 78.11 $13.72 fi4. 39 63. 53
April 1939 130 7.8 62.2 2 360.0 161. €8 76.33 14,38 61.95 60, B2
May 1039 123 7.8 62.4 2360 0 167. 47 78.00 14,30 63. 70 §2. 85
Disability annuit !
30 years of credited service:
To June 30, 1038 4,11 8.8 80.0 7380.0 182, 20 £3.37 ™ 83.37 B1.43
April 1939 __ .. ... - 431 259 58.9 4360.0 170.Q2 70.25 4] 9. 26 7615
May 1980 oo 386 23.8 58. 8 13600 181, 87 82, E1 U] 82,81 82.81
Less than 30 years of eredited service:
ToJune 30, 1938 ___ ... __ 551 1.0 62.4 276.4 125.80 49.61 B 14 40.77 49. 21
Aprll 1939 148 &8 62.1 253.3 321.78 44.13 E.82 35.31 34.38
May 1039 e 130 8.0 6.9 243.4 118. 86 42.36 026 33.10 32.12

1 Excludes a small number of annuities, payments on which were suspended
as of June 30, 1938, or which had been commuted into lump-sum payments.

% Prelimlnary.

* Attained age at time aunuity began to accrire.

4 Average actual months of ¢redited service is given here, even though in
computiog the annuity an ultimate fraction of 6 moenths or more s ceedited
a8 a full year of service.

¢ Normal snnuity is annuity caleulated solely on basis of annuity formula.
From this amount reduction is made at rate of }{so for each caleasder month
that apnultant is less than 65 years old at time his annuity beging, except in
case of disability annuiiants with 30 years of service. Under the 1835 sct but
not under the 1937 net similer reductivn was made for each month that an
employee bad continued in service between age 65 and 70, unless B continu-
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ange-in-service agreement wes signed, and after age 70 under noy circum-
stances, Single-life annuity is enouity after such reduction bhas been made,
and is the same as normal anouity except where such reductions nre appli-
cable. Actual annuity Is single-life appuity minus reduction epplied in
those cases In which s jolnt and survivor annuity is elected.

¢ Reductiony applicable to only a small proportlon of totsl number of
snpoiities; therefore no average reduction for all annuities i3 shown.

1 Not applicable under 1937 act. Reduction shown for pericd to Jupe 30,
1038, results from 1935 act retlrements between age 63 and 70 without con-
tinuance-in-service agreements or after age 70. See footnote 14, p. 17.

30 years of credited service is required for these sonuities, and sll anoui-
tants of this type are credited with exactly 30 years of service.

¥ Not applicable under either act.

Sectal Security



Reductions for retirement before age 65 aver-
aged $14 for age annuitants under 65 and $9 for
disability annuitants with less than 30 years of
gervice. Averaged over all annuities, these reduc-
tions give an average single-life annuity of $70.50
up to June 30, 1938, or 46 cents less than tbe
average normal annuity, s compared with $66.50
or about $1.85 less than the normal annuity for
certifications in the later months. The difference
results primarily from the faet that annuities of
the two types subject to reduction were a larger
proportion of the later than of the earlier certifi-
cations. (See column 3.)

The reduction for the 3,785 joint and survivor
annuities finally certified up to June 30, 1938,
averaged $20.26 or 28.6 percent of their single-life
anhuities, However, when these deductions are
averaged over all finally certified annuities, they
give an average actual annuity of only $1.42 less
than the average single-life annuity up to June
1938. For the later 2 months, the corresponding
difference between average single-life and actual
ennuities was $19.09 or 33.3 percent for the 112
joint and survivor annuities, and 57 cents when
averaged over all finally certified annuities,

Brlletin, Tuly 1939

The proportion of joint and survivor elections
has been lower for annuities certified under the
1937 act than under the 1935 act. The 1937 act
eliminated joint and survivor annuities for indi-
viduals who receive a full disability annuity
and placed greater restrictions upon the election
of such annuities by others. The act provides
that, on and after January 1, 1938, no individual
can elect a joint and surviver annuity unless he
furnishes proof of health satisfactory to the
Board, or unless he makes his election et least 5
years before the accrual date of his annuity.

Actugl annuities averaged approximately $69
up to June 1938 and approximately $66 for the 2
recent months. In all periods the highest aver-
age actual annuities are drawn by disability an-
nuitants with 30 yenrs of credited service, the
lowest. by disability snnuitants with less than 30
years of credited service. The average annuities
of the latter group are less than 50 percent of the
former, resulting mainly from their lesser months
of credited service end lower average monthly
compensation, and from the deduction for retire-
ment before age 65 which is applied to such
annuities.
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