SURVIVOR PAYMENTS UNDER THE RAILROAD
RETIREMENT ACT
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Tae Ramwroap RerireMent Acts of 1935 and
1937 primarily provide annuities for employees of
the railroad industry but make some provisions
also for payments to the survivors of such em-
ployees who die either without receiving an annu-
ity or, under certain conditions, after the annuity
has begun. These survivor payments are of three
kinds: (1) survivor annuities to the spouse, pro-
vided under both acts but payable only if the
annuitant elected to receive a reduced annuity
during his lifetime in order to provide an annuity
for his widow; (2) death-benefit annuities, pro-
vided under the 1935 act only and payable for 12
months to the surviving spouse or dependent next
of kin of an individual who was receiving or en-
titled to receive an employee annuity under that
act; and (3) lump-sum death benefits, provided
only under the 1937 act.

These thrce types of survivor payments com-
bined have accounted for payments totaling more
than $4.4 million to August 31, 1939, or about 2
percent of the total payments certified under the
Railroad Retirement Act to that date. Lump-sum
death payments totaled about $1.6 million, death-
benefit annuities about $1.5 million, and survivor
annuities about $1.3 million, In reeent months,
payments of lump-sum death benefits have been
much larger then payments of the other two types,
with survivor annuity payments somewhat higher
than death-benefit annuity payments (see table 3,
page 81).

Survivor Annuities

Under both the 1935 and 1937 acts an individual
may elect to receive a reduced joint and survivor
annuity during his lifetime in order to provide a
lifetime annuity for his widow after his death.
The two acts differ in many respects with regard
to the provisions governing the election of o joint
and survivor annuity. The 1935 act made no
specific provision for the proportion which the
survivor annuity was to bear to the joint and
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surviver annuity received by the employee
annuitant during his lifetime, The Board, how-
ever, by administrative regulation, permitted the
election of one of three options: Option A, under
which the widow receives as much as her husband
was receiving or was entitled to receive during
his lifetime; Option B, under which she receives
three-fourths as much; and Option C, under
which she receives half as much. In the 1937
act specific provision was made for these three
options. The 1937 act also specifically provided
that, once a valid joint and survivor election was
made, it should be irrevocable, except that it
would become inoperative if the employee or his
wife died before the annuity began to accrue, or
if the marriage was dissolved, or if a full disability
annuity was awarded on the basis of 30 years of
service.

The 1935 act provided that the Combined
Annuity Table should be used in determining “the
present values and amounts of the annuity pay-
ments.” It thus permitted no differentiation be-
tween annuitants with a normal life expectancy
and those who, because they were disabled or for
some other reason, had & less than normal life
expectancy. As a result, it was to the interest
of applicants who were in poor health and had a
short life expectancy to elect joint and survivor
annuities.

The 1937 act contains several provisions in-
tonded to avoid the adverse selection which
resulted under the 1935 act. As stated previ-
ously, the later act provides that any joint and
survivor election shall become inoperative if a
full disability annuity based on 30 years of service
is granted. In addition it provides that, unless
election was made before January 1, 1938, it must
be made at least 5 years prior to the date desig-
nated for the annuity to begin to accrue, unless
the applicant furnishes proof of health. Finally
the 1937 act provides that ‘“‘the amounts of the
two annuities shall be such that their combined
actuarial value as determined by the Board shall
be the same as the actuarial value of the single-life
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annuity to which the individual would otherwise
be entitled.” !

Joint and Survivor Elections

Since survivor annuities arise out of the death
of employee annuitants who have elected joint
and survivor annuities, it is necessary to consider
the number of joint and survivor elections made
by employee annuitents and the number of
deaths which have occurred among such annui-
tants. Of the 104,338 employee annuitants certi-
fied to August 31, 1939, 7,011 or 6.7 percent made
joint and survivor elections under either the 1935
or 1937 acts.

The percentage of such elections among em-
ployee annuity certifications has been decreasing,
Ol the employee annuities certified to June 30,
1938, 7.7 percent were joint and survivor annyitics,
as compared with 5.2 percent certified during
1938-39, and 4.2 percent certified during July and
August 1939. This decrease is to be expected in
view of the restrictions upon joint and survivor
elections embodied in the 1937 act. Another
factor contributing to the declining percentage of
joint and survivor elections may be the smaller
proportion of very aged annuitants in the later
period. The decrease is probably more marked
than the figures show, since the longer time re-
quired, on the average, to adjudicate joint and
survivor claims has tended somewhat to delay the
reflection of these changes in the figures, based
as they are on certification date rather than
accrual date.

Table 1 shows the average single-life annuity ?
and the average actual annuity, after reduction
for joint and survivor election, of employee
snnuitants meking such election. The average
single-life annuity of annuitants electing joint and
survivor options was $70.85 in the period ended
June 30, 1938, and $59.74 during the fiscal year

t ¥n computing joint snd survivor annuities under the 1937 sct, the Board
has ruled that the Combined Annuity Table sball be applied to all Joint and
aurvivor annillties beginnlng el 65 or over, For snnuities subject to a redug-
tlon for retirement before age 68, Hunler's Aoalyzed Disabled Life Mor-
tality Tahle, modified to conform with the mortality of disability pensioners
under the mailroad pension plans, shall be used where the applicant has a
subnormasl life expectancy. The use of Hunter's Table mekes less advan-
tageous the splection of jolnt and survivor anmuities by annuitsnls with
subnormal life expectancies.

t The *“‘sinple-life’” ennuilty is the ‘‘normal”” annuity—whbicb is calculated
an the basis of the annuity formula trom credited service and average monthly
compensation—less deductions, il any, for retlrement before oge 05. The
“artual” snnuity s the single-ile annuity less deductions resulting from
election of joint and survivor annuity,
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1938-39.% This decrease, amounting to 15.7
percent, reflects (1) a decline in the nverage single-
life annuity for all annuitants; ¢ (2) the elimination
under the 1937 act of joint and survivor certifica-
tions for disability annuitants with 30 years of
service, whose average single-life annuity has been
greater than for any other type of employee
annuitant under the act; and (3) the fact that
disability annuitants with less than 30 years of
service, whose average single-life annuity has been
the lowest,® constituted 13.2 percent of the joint
and survivor certifications during 1938-39 and
only 0.4 percent prior to June 30, 1938.°

The difference in the actual annuities as be-
tween the two time periods is greater than in the
single-life annuities, amounting to 19.4 percent.
This variation results from a shift in the propor-
tion of annuitants electing the different options.
The percentage electing Option A, which makes
the two annuities equal in amount and hence re-
quires a larger reduction from single life to
actual, was higher among certifications during
the fiscal year 1938-3% than among those to
June 30, 1938. The percentage electing Option
C, which gives the widow half as much as the
annuitant was receiving before his death and
hence requires a smaller reduction, was lower
in the later period. The fact that the tendency
indicated in the 1938-39 figures i1s not sustained
in the certifications for July and August makes it
difficult to determine the trend in the selection of
the several options. The higher proportion of
Option A cases in the period 1938-39 may be due
to delay in the certification of disability annuities
computed on the basis of Hunter's Table. Such
persons with subnormal life expectancies tend
more frequently to elect Option A, which gives
the widow her maximum annuity.

2 The avernges are based only on final certiAcations made during the pericd
snd would be somewhat lower If allowance {8 maede for the fact that cases
1nitially certifled on & subject-to-recertification basis (because part of the data
necessary for final determination was missing) are on the average somewhat
lower even alter recertlfication than those initially certified on a final basis.
The averages (or 103839 include some cases initially certified prior to June 30,
1838, but it is believed that if it were possible to correct for tbis the averages
would not be materially changed.

1 Factors in this decline hove been discussed in the July Bulletin, pp. 10-21.

¥ This lower average single-life snouity is due partly to the lower average
credited service ond cuvmpensation of disability sonuitants with less than
30 years' service snd partly to the reduction for retirement before age 65
which {s applied to such annuities. See tbe July Bufietir, pp, 17-21,

¢ It is probable that these figures do not reflect a trend in the election of
options but result from s delay In the certification of joint end survivor
anunuities compuied on the basis of Hunter's Table.
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Table 1.—Number and percent, and average single-life
and actual annuity | of employee annuilies certified
under joint and survivor elections, by option * and by
period in which certified

Averpge
Period in which Num- | Pereent | slngle- A;%gﬁe 1;2{.]0';’;]_1‘
certifled ber of total BD};ITHY snnnity tion
Through June 1938: ¢
Alloptiong_ ... 5 M2 100.0 $70.86 $50. 50 i
Option A ... 1,478 20.3 08.36 41,82 7.4
Option B.__..._. 822 16.3 74,22 51.35 20.8
Option O__..__ . 2,742 5.4 72,15 54,07 23.8
Fiscal year 1938-30: 4
Alloptions_______._. 1,814 100.0 58.74 40.78 3.7
Option A_______. 056 38.2 b54. 83 32.47 40.8
Optlon B._..___. 273 15,0 50. 68 30.84 83.2
Option C._..___. 835 43,8 63, 13 46. 80 25.9
July=-August 1930: 7
All optfons.._______. 168 100.0 60. 50 40. 71 4.2
Option A 50 323 59.51 33.62 43.7
Option B 20 12.9 52 45 32,87 .7
Option C 85 5.8 64, 46 47.51 28.3
Togg{] through August
1938:
Alloptione_________. 7,011 100.0 67,17 47.33 20.6
Option A_ A 2184 3.2 62,10 38.20 38.6
Option B. -1 1,115 16. 9 60. 41 47.62 3.8
Optlon C___ 3,712 52. ¢ 69.37 52. 46 24.4

1 Averages for single-life and notual annuity are based on final eertlfications

l{fnder O]i)tion A, the widow recelves as much a3 her husband was receiving
or wes entltled to receive during hig lfetime; andor Option B, she recelves
3 a9 much; under Option C, ¥ as much.

1 Exclurles s Srmall nuraber of annuities, payments on which werosuspended
on June 30, 1938, or which had been ¢commuted Into lump-sum payments.

4 Prellminary. Ineludes as new certifications cases suspended on Juna 30,
1038, but reinstated during the year and excludes cages still sugpended as of
June 30, 1939, or eascs certified during the yeer but suspended on June 30,
1439, Execludes also commuted anouylty payments, Averages are based on
annuities recertified to a inally certified status during the year as well as on
annulties initially Anally certified.

$ Prolimlnary. Includes only annuitfes [nitlelly certified during the 2
months.

Over the entire period Option C has been the
most popular of the 3 options. Of the 7,011
certifications under joint and survivor options up
to August 31, 1939, 52.9 percent were under
Option C (table 1). Option A was selected by

31.2 percent and Option B by 15.9 percent.

Deaths Among Joint and Survivor Annuitants

By June 30, 1939, the Board had received
notice of 10,1927 deaths among employee an-
nuitants. The post office has been the chief
source of information with respect to such deaths,
since letter carriers are instructed not to deliver
annuity checks when the annuitant has died.
In other instances, the survivors of the annuitant
or his legul representative notifies the Board of
the annuitant’s death.

' This iueludes 3,773 deaths among eniployee annuliants eertified undor the
1935 act, 6,370 under tho 1037 ect, and an additional 49 deaths smong tem-

porary partial annuitants who will not be classified under either act until
they are completaly recertified.
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In 1,779 or 17.5 percent of these 10,192 cases &
joint and survivor election had been made. This
proportion of deaths among joint and survivor
annuitants to deaths among all annuitants was
about 2% times the proportton of joint and survivor
annuities gmong all employee annuities. It re-
flects the tendency for older annuitants and
annuitants with subnormal life expectancies to
elect joint and survivor annuities.

When the Board receives & notice of death, it
sends applications and instructions to individuals
who, according to its records, may be eligible for
survivor payments, Of the 1,779 cases of deaths
among joint and survivor annuitants, survivor
annuities had been awarded in all but 133 cases
by June 30, 1939. In 29 of these cases the wife
had died before the employee annuitant or the
option had been declared inoperative or the clain
had been closed without certification because the
survivor had failed to reply to requests for
necessary information. As of June 30, 1939, there
were 104 cases still pending adjudication,

There have been 184 cases in which the annuity
to the survivor was not preceded by certification
of annuity payments to the employee. Cases of
this sort arise when the employee making a joint
and survivor election is eligible for an annuity
prior to his death but death occurs during the
calendar month in which the annuity begins to
accrue. No employee-annuity payment is due
for the calendar month in which the annuitant
dies. Including these cases, the total number of
survivor annuities granted to June 30, 1939, was
1,830.

Number and Arverage Amount of Survivor
Annuities

It has been pointed out that the proportion of
employee annuitants who make joint and survivor
elections is relatively small. For this reason and
because the rctirement act is still comparatively
new and there has therefore been relatively little
time for deaths to occur among joint and survivor
annuitants, the number of annuities awarded to
survivors of employee annuitants electing such
options was only 1,933 by August 31, 1939 (table
2). In the fiscal year 1938-39 a total of 1,008
new survivor gnnuities was certified, compared

to 822 certified prior to July 1, 1938. By the

end of August 1939 only 57 survivor annuities
had been terminated by death. Adjusting for
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suspensions and reinstatements, the number of
these annuities in force as of the end of August
1939 was 1,875.

The average survivor annuity certified during
the fiscal year 1938-39, excluding minor increases
resulting from recertifications, amounted to $30.41
per month, as compered with $38.58 for 1937-38,
and $40.44 for the 115 certifications made in
1936-37. The change reflects in the main the
decrense, pointed out above, in the average single-
life annuity to which employee annuitants with
joint and survivor elections are entitled and on

which the determination of the amount of sur-
vivor annuity is based.

In table 3 the 1,830 survivor annuities, which
were certified to June 30, 1939, are distributed by
the actual monthly amount payable and by the
type of option. Of survivor annuities granted to
this date, 44.3 percent arose from Option A, 37.4
percent from Option C, and 18.3 percent from
Option B. Only 31.1 percent of all joint and
survivor annuities certified to June 30, 1939,
were granted under Option A, the option which
gives the surviving spouse the largest share of the

Table 2.—Number and monthly amount payable of new certifications of survivor annuities, terminations by deaoth,
net adjustments, and number in force and monthly amount payable at end of month, by fiscal years and by

months, November 1936~August 1939 !

New certifications Terminations by death Net adjustmonts ? In foree ot ¢nd of month
Fiscal year and month

Number Amount | Number Amount | Number Ampunt | Number Amount

Cumulative through August 1939, ... ... 1,933 $85, 4 67 $1,823 -1 $246 | e

Total, 1956-37 s 115 4,851 1} 0 0 [1 ] P F

3 72 0 a 1] 1} 3 $72

2 98 o [i] 0 0 5 1m

3 108 0 0 ] 0 8 n

10 328 o 0 1] 0 18 805

4 265 1] 0 0 0 24 371

22 930 [+] 0 0 L] 40 1,801

30 1,058 0 a 0 o 76 2,80

30 1,789 o 1} 0 0 115 4, 451

707 27,273 15 533 1] BT o) .

16 502 0 0 a 0 130 5.213

49 1,802 1 27 1] 1] 178 7,077

47 1,758 0 0 a L] 225 B, 837

22 976 1 34 a 0 240 9,778

40 1, 868 0 0 0 0 286 11, 48

a8 2,782 1 L] 0 24 353 14, 245

72 2,821 0 ] a 2 425 17,070

40 1, 505 1 40 li] [ 464 18, 628

73 3,138 1 a3 a 20 D36 21, 741

131 4, 787 b 101 L] 25 862 26, 363

03 3,101 2 104 0 1 751 29,362

50 2,195 3 1] 0 29 807 31,489

1,008 30, 653 31 1,017 -1 14 || e

03 3,313 3 122 0 0 897 34,701

R 2, 436 1 47 1] 4 974 37,006

140 4,282 0 L) 1] 47 1,114 41, 419

13 2,072 1 8 —b —249 1. 196 43,814

114 3,171 2 108 2 148 1,310 47,028

63 1,738 3 128 2 - 1,372 48,730

62 1, 846 1 34 -1 3 1,432 60, 548

b5 1, 588 5 128 1} —14 1,432 51, 900

101 2,049 3 74 0 22 1, 580 54, 887

76 2,412 b] 183 1 33 1,852 57,150

05 1,950 5 120 0 ? 1,712 58,078

7 2,271 2 44 ] 38 1,783 61, 239

103 2,013 11 e 1] 34 | [,

58 1,715 & 102 0 0 1,834 A2. B53

45 1,187 [ e )] 34 1,875 43,014

# Correction lor a elaim that has heen certified or tarminated in orror or [nr
an incorrect amount is made in Aizures for moath in which error is discoverad
and not In those for month in which error was imade. Tothis gxtent namber
m:clI aimouur. shown fur any given mounth differ slightly [rom netual monthly
getivity,
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2 Buapensions are subtracterd and relnsiatements of suspended annuities
are pdded. Recertifications of annuities result in additions to amount but
not to numher of eases. Far this reason, amount of adjustment bears no
relation to net number of cases adjusted. Net adjustment in amount is
ususlly positive because of proponderant elect of receriiflcations.
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Table 3.—Number of survivor annuities certified through June 1939, by monthly amount payable, classified by type
of option! elected by the decensed

Total Option A Option B Option C
Monthly amount payable
Number Perceat Number Percent Number FPercont Nnmber | Percent
Total e e—meman 1, 830 100.0 811 100.0 335 100.0
74 4.0 22 27 T 21
822 17.6 124 16,3 41 12.2
441 2.2 142 1.5 71 21.2
e 2L.7 128 16.8 4] 10.7
257 14,0 127 157 80 3.9
180 9.8 126 16. 5 53 158
88 4.8 T3 6.0 18 1.5
48 28 44 5 4 2 .8
2 1.2 22 b S O
3 .2 3 P T PO P,
Average survivor annulb®. . ... ouven ool $34.35 $40.50 $30.26
Average aotusl employee annuity of the deceased...__.. 46.22 40,50 40.15

1 Under Option A, the widow recolves as much as her husband was recelving or was entitled to receive durlng his lifatime; under Qptlon B, she receives 3§

a3 much; under Optlon C, ¥ as much.

single-life annuity of the deceased. The figures
indicate that the proportion of deaths among
employee annuitants electing Option A has been
larger than among those electing the other op-
tions. Older annuitants as well as disability an-
nuitants who have shorter life expectaneies tend
to elect Option A.

The average monthly amount of survivor an-
nuity payable to individuals certified under the
different options to June 30, 1939, wus $40.50
under Option A, $36.86 under Option B, and
$25.79 undecr Option C. The relative size of the
average monthly amount payable under the differ-
ent options reflects in the main the different pro-
portion incorporated in the options. The average
for all survivor annuities was $34.35.

Death-Benefit Annuities Under the 1935 Act

Death-benefit annuities are provided under the
1935 act only and are payable with respect to the
deaths of employees who are certified for annuities
or entitled to receive annuities under that act.
In general, an employee is so entitled if before
June 24, 1937, the effective date of the 1937 act,
he had ceased compensated service for an em-
ployer under the act, had relinquished all rights
to return to such service, and was otherwise
eligible for an annuity.

The death-benefit annuity is equal to one-half
the monthly annuity so paid or payable, before
any reduction resulting from the election of a joint
and survivor annuity. Itis payable for 12 months
to the surviving spouse or, if there is no spouse, to
the dependent next of kin of the deceased annui-
tant.
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Of the 104,338 employee annuities certified to
August 31, 1939, approximately 22,300 were
certified under the 1935 act. New certifications
under the 1935 act are currently being made at
the rate of less than 50 » month and will probably
disappear in the not far distant future, Since
deaths among annuitants under the 1935 act are
occurring at the rate of 150 to 200 per month, the
number of such annuities in force is gradually
decreasing,

By June 30, 1939, 3,773 deaths among em-
ployee annuitents under the 1935 act had been
reported to the Board. In 310 cases, the rights of
gurvivors to death-benefit annuities had not been
determined by June 30, 1939. With respect to
804, or 23.2 percent of the remaining 3,463
deaths, there was no surviving spouse or depend-
ent next of kin, and no payment therefore could
be made. In an additional 32 cases, or 0.9 per-
cent, the existence of a surviving spouse or
dependent next of kin was known, but these
individuals either could not be located or the
information necessary for making the payment
could not be obtained. These claims may still be
paid but are at present considered as abandoned.
In the remaining 2,627 cases, or 75.9 percent of
those for which a determinetion had been made by
June 30, 1939, survivors were certified to receive
death-benefit annuities.®

In addition to the 2,627 death-benefit annuities
resulting from the death of an employee annui-
tant, 778 resulted from the death of individuals

¥ In 850 or 32.4 percent of these 2,627 cascs a jolnt and survivor election had

besn made, snd the surviving spouse received not ouly a 12 menths’ death-
bensfit annuity but vlso a surviver annuity for life.
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who had never received employee annuities but
who were entitled to receive them at the time of
death.

Table 4 summarizes information on the pay-
ments of these death-benefit annuities from the
beginning of the Board’s operations to August 31,
1939. During the fiscal year 1338-39, 1,720 were
certified as compared with 1,435 in 1937-38 and
250 prior to July 1, 1937. An additional 203
were certified during the first 2 months of the fiscal

year 1939-40, These annuities terminate after 12
months or earlier if, on the death of the spouse or
dependent next of kin, there is no other dependent
next of kin. Except for the initial period to
January 1938, the number of death-benefit
annuities in force has therefore tended to increase
very slowly and has never reached 800. During
the fiscal year 1938-39, when 1,720 new certifica-
tions of death-benefit annuities were made, there
were 1,599 terminations. The average new death-

Table 4, —Number and monthly amount payable of new certifications for death-benefit ennuities, under the 1935
act, terminations by completion of payments and by death, net adjustments, and number in force and monthly
amount payable et end of month, by fiscal years and by months, November 1936=August 1939 1

Termlrations by com-
New certifications * pletlon of payments Net adjustmenis 2 In ?ir;o:tth end
Fiseal year snd month or death
Number Amount | Number | Amount Number ! Amount Nombar | Amount
Cumnlative thrangh August 1939 ____ ... 3, 608 $132, 664 2, 880 107, 417 -1 L2 L7 I, I,
Tatal, 1936-37 . . . 250 9, 380 12 464 0 O |
1038
B 1 L 3 81 0 0 0 0 a $81
December. . ___.______. emmmemmne——— 2 8g 0 0 0 1] 5 171
7 301 [1] ] 0 0 13 472
A3 827 0 1] 0 O 35 1, 300
b ] 754 [1] 1] 0 0 b5 2,054
51 1,875 0 0 Q 0 106 3,020
70 2,531 0 0 0 0 176 6, 461
4 2,918 12 464 0 1] 238 8,910
1,436 53, 513 1,028 38,354 -1 bV, I U P,
40 1,301 19 811 0 14 259 0, 406
August. .. 115 4,262 26 1,283 0 7 338 12,423
Beptember.. 112 3,00 47 1,752 0 14 403 14,597
Oetober_ .. 70 2,017 49 1,848 0 L] 424 , 568
Novembrr... 84 3,375 42 1, 504 0 0 478 17,378
DeeemMber .« e oo ccrr e 168 b5, 968 56 2,111 0 47 B78 21, 304
1938
JADUALY .« e eeeera e - 134 5,041 105 4,002 0 22 a7 22,366
Fehruary. - 70 2,788 77 2,032 0 0 600 22,
March.____ - 104 4,042 108 4,148 -1 21 oV 22 135
April_ - 250 9, 662 160 5,018 0 rri 693 26, 096
BY errrasarresssremaessranaasnnenane - 160 8,333 186 7,185 0 2 478 25, 254
June . 13 4,274 140 E, 207 0 0 840 24, 232
Total, 103830 ___ R R . 1,720 62, 700 1, 669 59, 847 1 bt 3 ISR I
Jalyo ool . [ 1687 0,268 186 B, 457 -1 —-12 849 24, 021
AUEOSt e, 133 4,605 138 4,050 -1 -~20 643 3, 850
September 103 7,286 147 B, 757 1] 2 [ 25, 451
Qetober. . 105 3,745 138 5, 284 -1 =31 655 23,911
November. 180 8,920 130 5; 007 1 158 715 25,803
December__ 121 4,328 134 4,704 1 .~ 703 25, 4T
1939
BN a1 o 112 4, 064 119 4,402 ¢ 12 468 5, 222
B V30 100 3,538 102 3, 690 1 33 895 25,103
March.__ 189 6,872 140 6119 —2 —40 742 28, 816
Aprll L 130 5,124 136 5,091 2 &9 745 26, 009
ny.. 141 4,088 120 4,001 ) 9 757 27,006
OO i tac et manan 134 4,668 121 4,384 1 73 T 27,364
Total, 165940 through Augnst 1830 ________.____.. 203 7,065 246 8, 750 -1 b (O I
L0 119 4,218 128 4,468 ] 11 T84 , 085
AUBUSE & e B4 2,846 120 4,251 -1 15 127 25,705

L Correction for a claim that has been certifled or terminated in error or for
an {ncorrect amount {3 mada tn Agures for month in which error s diseovered
and not in those for month in which error s maede. To this extent, number
abd a[lg:loum. shown for any given month differ stightly from actual monthly
activity.

11n 8 few cases, payments arlsing from the death of a single fndividusl are
made to mere than one person. Buch cases are here counted as slngle items
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throughout, completiog an adjustment which in the Board's 1938 Aanual
Report, was carried back to June 1938 ouly.

s §uspensions are subtracted and reinstatéments of suspended aopuities
are sulded. Recertifications of nnnuities result In additions to nmount bog
not to number of cases. For this reason, emount of adjustment bears oo
relation to met number of cases adjusted, Net adiusted emount is nsually
positive bacause of preponderant eflect of recertification,
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benefit annuity certification in each fiscal year has
been approximately $37 per month.

Lump-Sum Death Benefits

In the 1937 act, the provision for a 12-month
death-benefit annuity was dropped and a lump-
sum death benefit was provided, payable to the
designated beneficiary or legal representative of
any deceased individual who had compensation
credited under the act after December 31, 1936.
The amount paid in each case is equal to 4 percent
of such credited compensation (excluding com-
pensation in excess of $300 in any one month), less
any employee and survivor annuities paid or due
at time of death.

Asshown in table 5, there were 18,088 lump-sum
death-benefit payments made to August 31, 1939.
In 16,963 or 93.8 percent of these cases the benefit
wag paid with respect to the death of individuals
who had not prior to death filed applications for
employee annuities. Practically all of them were
not yet eligible for an annuity; & few may have
met the age or disability requirements for an
annuity but for some reason had not filed 2 claim.
The majority of ' death-becnefit payments will
always arise from the deaths of employees who
have not yet reached retirement age.

The remaining 1,125 payments arose out of
deaths which occurred after application for an
employee annuity had been filed. In 1,067 of
these cases the claim for an employee annuity
had not yet been certified at the time of death,
and since it was clear that the accrued amount
of annuity payments was less than 4 percent of
the individual’s ecredited compensation after De-
cember 31, 1936, the claim was settled by a lump-
sum death payment amounting to the full 4 per-
cent of credited compensation. The number of
such cases will ordinarilly be relatively unim-
portant, since the probability of deaths occurring
during the period between application and certi-
fication is relatively slight and becomes even less
as the period of adjudication is shortened. In 40
cases the employee annuity had been certified, but
the annuitant had died in the month of acerual,
and therefore no annuity was payable. The
lump-sum death payment in these cases, there-
fore, amounted to the full 4 percent of the credited
compensation earned after December 31, 1936.
Finally, in 18 cases the employee annuity had been
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certified, and payment had begun before death
occurred, but the total annuity payments had not
equaled 4 percent of the credited compenssation.
A lump-sum death payment equal to the remainder
of the 4 percent was made.

The death of an employee annuitant under the
1937 act rarely gives rise to & lump-sum denth
payment at the present time. By June 30, 1939,
6,370 deaths among employee annuitants under the

Table 5,—Number and average amount of lump-sum
death-benefit payments under the 1937 act, by fiscal
years and by months, January 1938-August 1939

Flscal year and month t Number Bg:ﬁ%e,
Cumulative through August 1939............ 18, 038 $89, 4
Total, Jaouary through June 1838, _....._.. 668 52,70

1938

FLEE 0311 o 2 36.21
3] 42,10
52 42.77
114 48,82
246 52,40
218 £9.08
1B, 358 §6.08
JUlYeoe ol cee 305 60.33
August______ . . bB4 58.75
September. . - 888 59.13
QCcetober. ... . B45 63,12
November. . - 697 64, 87
1,359 3. 84
1,738 70,50
1,833 84,51
2,575 83.72
2,103 101, 15
1, 652 105. 30
1,208 118, 50
2,003 130, 33
84D 124,80
1,214 134.13

1 Bpsed on months ending on 20th celendar dag.
t Monthly averages are based on initial certification; cumulstive average
includes rocertifications of 38 clalns, resulting o an [nereasa of $8%4.11.

1937 act had been reported to the Board. Lump-
sum death-benefit rights had been adjudicated
in all but 70 of these cases by that date. Execlud-
ing these cases still pending, in only 0.8 percent
of the deaths was a lump-sum payment due.? Itis
anticipated that, in the future, lump-sum payments
after the death of employee annuitants will be
relatively more important. As employees are
credited with incresnsed amounts of compensation
after December 31, 1936, there will be an in-
creased number and proportion of employee snnui-
tants whose total annuity payments will not equal
4 percent of credited compensation.

¥ Included cases in which, though certificatlon bad been made, no annulty
payment was payable bycause the annultant had died in the calendar mooth
of acerual,
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The principal factor nccounting for the small
number of denth payments resulting from the
deaths of annuitants under the 1937 act was that
the amount of employee annuity paid or due cx-
ceeded 4 percent of credited compensation. This
was the situation in 65.3 percent of the cases in
which no payment was due. In another 22.0
percent of the cases the employee annuitant had
no credited compensation subsequent to Decem-
ber 31, 1936, the annuity having been based
entirely on service prior to January 1, 1937. In
12.7 percent of the cascs o survivor annuity was
payable, and no lump-sum death payment would
be payable until after the death of the survivor
annuitent. To date no such lump-sum payments
have been made.

Average Payment

As shown in table 5, the average payment for
all lump-sum death benefits has increased almost
uninterruptedly from month to month, reflecting
an increasing accumulation, on the average, of
credited compensation after December 31, 1936.
The average payment in August 1939 was $134.13.
The average of all lump-sum payments to August
31, 1939, was $89.94.

The average payment with respect to the death
of the 16,963 individuals who had not applied for
an employee annuity was slightly higher (table
6), amounting to $90.22, and the average pay-
ment with respect to the deaths of the 1,067 un-
certified employee-annuity applicants was $84.70,
or about $5.00 lower than the average of all pay-
ments. It is probable that the applicants for
employee annuities had, on the average, ceased
compensated employment for a longer time prior
to death and therefore had less credited compen-
sation after December 31, 1936. In the 18 cnses
in which employee-annuity payments had been
made, 4 percent of credited compensation aver-
aged $123.93, the previous annuity payments
averaged $66.64, and the lump-sum benefit aver-
aged $57.29.

Claims and Adjudications

To August 31, 1939, only 21,410 lump-sum
death-benefit claims had been received with re-
spect to the death of individuals who had not
applied for an employee annuity (table 6), whereas
it is estimated that approximately twice that
number of individuals with compensated service
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Table 6.—Number of applications, certifications, and
denials, and average amount of lump-sum death-
benefit payments under the 1937 act with respect to
the death of individuals who had net filed applica-
tions for annuities, by fiscal years and by months,
November 1937-August 1939

Certifled
Fiscal year and month ! Received Denied
Aversge
Number amount?

Cummlative through Angust
Wl 21,410 16,963 £00, 22 250
Total, ¥937-38._____.__.__.___ 8,198 508 53. 20 46

1937

Novernber_ ... . .. _._______ 508 0 0 0
Decerober_.____ ... ____ 507 0 0 0
January........_ 588 1 47. 83 0
February....__. 804 19 44,16 1]
March___ - 158 45 43.47 12
Aprilo ..o .. .. - 1,535 1 4. B9 16
1,468 221 52.34 12
1,089 208 58,68 8
11,328 14, 430 86, 26 182
920 202 f1. 15 3
1,42 483 80, 81 12
895 578 50.43 10
a7 507 62,02 18
858 558 64. 57 18
870 1,204 65. 46 15
887 1,692 70. 68 12
926 1,824 B4.12 12
1,086 2,404 a3, 72 42
2,008 101.19 15
972 1,444 104,70 15
954 1,228 118.60 14
1,884 1,935 130. 67 21
819 785 125.10 11
1,065 1,150 134. 48 11

L Based on months ending on 20th calendar doy.

? Monthly averages are based on initlal certification; cumulative averago
{ncludes recertifications of 35 ¢laims, resulting Iz an increass of $882.22,

3 Includes a few claimsg received prior to November 1937,

after December 31, 1936, had died by that date.
This deficiency of claims represents principally
c¢ases in which the deceased individual was not an
employee of, or in an employment relntion ta, an
employer under the act at the time of his death.
In most such cases, the credited compensation
since December 31, 1936, is small. '

The regulations cf the Railroad Retirement
Board require the employer to notify the Board
of the death of all employees in active service or
in an employment relation. When such notifica-
tion is received and & check of the Board’s records
reveals that the decensed had earnings under the
act subsequent to December 31, 1936, the Board
sends an application blank to the designated bene-
ficiary or beneficiaries, or, if no designation has
been made, to persons constdered likely to be the
legal representatives of the deceased. In some of
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these cases, particularly when small sums are in-
volved, the application blank and other informa-
tion required are not returned to the Board, and
the Board cannot make any payment.

The figures in table 6 show that claims received
prior to December 1938 greatly exceeded claims
adjudicated. This delay in adjudication arose
from the necessity of solving many problems in-
volving payments where no designation of a bene-
ficiary had been made. With these problems
solved, certifications exceeded applications, and
the number of pending claims rapidly decreased.

By August 31, 1939, 17,213 of the 21,410 claims
received had been adjudicnted. In all but 250 of
these cases the claim was approved for certifica-
tion. These 250 represent principally cases in
which the deceased lind worked for an employer
under the act prior to January 1, 1937, but had no
credited compensation after December 31, 1936.

Designation of Beneficiaries

While survivor annuities are payable only to
the spouse and death-henefit annuities only to the
spouse or dependent next of kin, payments of
lump-sum death benefits under the 1937 act may
be made to any beneficiary or beneficiaries desig-
nated by the employee or the employee annuitant
prior to his death.* When no such designation
has been made, or when the designated beneficiary
or beneficiaries have died, the payment is made to
the legal representative of the deceased employee
or employee annuitant.

The Board distributed death beneficiary desig-
nation forms in June 1938 to all employees who at
that time were employed by, or in an employment
relation to, an employer under the act. By
August 31, 1939, approximately 1,230,000 com-
pleted forms had been returned, exclusive of those
returned by annuitants or applicants for annuities.
The number of additional designations being
received currently is not large, and there will

10 a0 Rallroad Retirement Board, Annua! Keport, 1038, ch. VI, for an anal-
ysl9, based on a sample of the death beneflclary designations received by the
Board, of the relationship of the persons designated as beoeficiaries to the
persons making the designations.
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probably always be a substantial number of em-
ployees who have not designated a beneficiary.

While these designations were primarily in-
tended for use in determining rights to death
benefits under the 1937 act, they also determine
the disposition of any annuity payments due at
the employee annuitant’s death. The Board has
accordingly requested employee annuitants certi-
fied under either the 1937 or the 1935 act to make
gimilar designations. To August 31, 1939, approx-
imately 70,000 had done so.

Of death claims for accrued annuities or lump-
sum death benefits approved to June 30, 1939,
only 23 percent were peid to named beneficiaries,
while 19 percent were paid to executors or admin-
istrators, and 58 percent to the relative determined
to be entitled thereto under State laws. In
recent months, however, more than half of the
payments have been made to a person or persons
specified by the employee in a designation filed
with the Board.

Duplicate eopies of the designations are now
being returned to the designators after examina-
tion as to correctness of form and verification or
correction of the social security account number.
Return of the duplicate serves as a notice that the
designation is on file with the Board. About
685,000 duplicates were returned in the period
August 9 to September 25, 1939, Almost 2 per-
cent of the duplicates mailed out have been re-
turned to the Board by the post office, because the
address given was incorrect or insufficient.

About four out of five of the beneficiary forms
currently received by the Board are original desig-
nations, the others being chiefly eorrections of
designations that had been returned as incorrect
in form. It is antieipated that many changes in
beneficiaries will be made, since, under the Board
regulations, an employee may at any time revoe,
change, or make a new designation. Return of
the duplieate forms will probably lead to changes
in previously named beneficiaries, since receipt of
the duplicate may remind the designator that a
change in the designation of death-benefit bene-
ficiary is desirable because of changes in marital
and family status and responsibilities.
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