
'.'I-ry
- - ·· T,9MJWM4 ·fl,7.,

.*r
1¢A

Actuary's Report ~,

on the

f
1 Public School Teacners Pension1 ,

and Retirement Fund
CHICAGO

4,

AS OF JUNE 30, 1935

1r

HENRY R. CORBETT, Actu.ry
CHICAGO

1 Al/'pr



...

I.'#

k &,5 W. 0

(©S· r_ 71

7



7- -rr---
' Inr r

h.

-----d*3#/1--

1



. 11-=

1



1 4Actuary's Report

A on the

1 'Public School Teacners Pension
and Retirement Fund

CHICAGO

AS OF JUNE 30, 1935

,

HENRY R. CORBETT, Actuary
CHICAGO



i
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1935, of the Board of Trustees of the Public School Teachers'
Pension and Retil-ement Fund of the City of Clzicago.

MARY E. DUTTON,
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Authorization

1

BOARD OF TRUSTEES

of the

PUBLIC SCHOOL TEACHERS' PENSION AND
RETIREMENT FUND

228 North La, Salle Street, Chicago

Chicago, July 5, 1935.

Mr. Henry R. Corbett,
k 166 West Jackson Street,
, , Chicago, Illinois.

Dear Sir:
At its last meeting, the Pension Board authorized you to conduct

an actuarial examination of our Teachers' Pension Fund with special
reference to costs, taking into consideration the new retirement age
and the possibility of the retirement allowance being transferred to
this omee.

Sincerely yours,

>4 MARY E. DUTTON,
Recording Secretary.
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Foreword

The last aetuarial survey in 1932 called attention to the peeuliar
nature of the dual plan for pensions for Chicago teachers, comprising

i the Teachers' Pension Fund and the "Compulsory and Voluntary"
Fund of the Board of Education commonly known as the Miller Law.

Operating under two separate statutes,-both parts together were
costing taxpayers less than the pension costs for other groups of pub-
lie employees in proportion to members and salaries. It was shown
that either part considered alone was inadequate and somewhat
peeuliar-one being based upon serviee regardless of age, and the

f other upon age regardless of service; while the more usual practice
, takes account of both, and this was the result of the two eombined,

so that together they reflected in a commendable degree the best
standards of the day. From the standpoint of the taxpayer, no pen-
sion system in this community was giving a better account of itself
than the dual system for teachers taken as a whole.

k statutes could be repealed without serious injury and injustice, unless
It was pointed out particularly that neither of the two separate

its provisions were added by amendment to the other.
By events with which everyone interested is now familiar, revo-

lutionary changes were made in these statutes at the Assembly Session
of 1935 compelling the immediate retirement on pension of all teachers
aged 65 or over, and reducing the pensions under the "Miller Law"
to a uniform amount of $500 instead of a minimum of $1,000 and a
maximum of $1,500 as before; while there was added to the pension
under the older Teachers' Pension Fund only $20 per year in the
26th year of service, $40 in the 27th, $60 in the 28th, and so on, with
a maximum addition of $200 at 35 years or over. And besides the

~ reduced total pension and the hardship of enforced retirement, the
liabilities and cost of the Teachers' Pension Fund were greatly
enlarged, because of the 250 immediate additions to the pension roll
and because earlier retirement increases the cost of each life annuity.
A considerable part of the savings to the Board of Education was
simply a burden transferred to the Teachers' Pension Fund.

Few understood fully the enormous inerease in the liabilities
caused by the younger average age of retirement. Heretofore many



teachers have served beyond the age of 65. Many others have here-
tofore deferred retirement after 36 years' service because of the
increases in allowanees available in older years up to 70. Now, the
incentive to remain is so small that more will retire at 35 years'
service-often when the age is in the fifties. Not only do the annuities
cost more at the younger ages, but the Fund loses the contributions
the teachers would have made during the longer service. The rela-
tively small increase of taxation from 0.5 mill to 0.8 mill was agreed
to not because it was adequate, but because it was obviously the best
that could be obtained in the confused conditions of the closing days
of the session.

For all these evident reasons the Board of Trustees of the Fund
found it imperative to order at once an aetuarial survey to determine
the status of the Fund, taking into full consideration the effects of the
changes in the statutes.

Date of Valuation-The valuation is made as of June 30, 1935;
but the status of each person or group is determined according to
the new laws passed in June, 1935, which actually became effective a
little later.

8



OLD AND NEW PROVISIONS

BENEFITS AND CONTRIBUTIONS
Under Old Law, Under New Law,

As Amended 1931 As Amended 1935

Per Per Year Per Per Year
Month (10 months) Month (10 months)

~ Service 25 Years (minimum). $ 80 $800 $ $800
Scale of Pensions

For Eaeh Additional Year up
to 35 Years .............. 2 20

4 Service 30 Years........... 90 900 .L V v 1000
4

C

Service 35 Years (maximum) 100 1000 120 1200

Contributions by Members
During First 4 Years of

Service ............. 4.50 45 5 50
Service 5th to 8th Year... 6 60 7 70
Service 9th to 12th Year. 7.50 75 9 90
After 12 Years' Service..... 10 100 12 120

REFUNDS (No change under new Law)
No refund is paid after 25 years of service except in ease of death

before retirement. If service is less than 25 years a refund of 80 per
cent of contributions without interest is paid upon either death or
withdrawal from service.

~~ DISABILITY (No eliange under new Law)
A teaelier, retired because of "permanent disability" after 12

years' service, receives an annuity, the amount being $300 as a mini-
mum after 12 years' serviee plus $38.00 for each additional year of
service. After 25 years' service such disability eases retire at their
own election on regular pension.

8



FORM OF EXHIBIT

The results of this valuation are presented for the Teachers'
Pension Fund alone (Table I, Annual Cost; Table II, Liabilities and
Deficit; Table III, Tax Requirement) eaeh table followed, however,
by a supplementary table showing:

First-the combined result for the Teachers' Pension Fund and
the so-ealled "Miller Law";

Second-a comparison of this combined total with the same item
for other well known local pension funds.

COMPARISON WITH OTHER FUNDS AS TO COSTS, DEFICITS
AND TAX REQUIREMENTS

In presenting this Report the Pension Board considers it a duty
to make clear to the teachers themselves, to the public, to our eivie
leaders and the legislature, how small in comparison with other
employee groups are the tax requirements for teaehers' pensions and
how insumeient are the present levies for even this very modest tax
requirement.

The Board desires to use every proper means to secure just treat- ,
ment for its own Fund in the way of tax support per member, placing
due emphasis on the fact that 13,000 employees naturally require more
mills of taxation than 7,000 or 3,000.

The Entire Statutory Provision for Teachers: In each comparison
with other funds, we include for teachers both the Teachers' Pension
Fund and the so-called "Miller Law" providing $500 a year at age
65 paid by the Board of Education. These constitute the entire
statutory provision for teachers' pensions. Let us therefore call atten-
tion also to the full legal provision for police and 5remen. Many do
not know that they also have two separate benefit laws.

Special Benefits in the Policemen's and Firemen's Pension Laws:
In the first place there are extra beneflts in the regular pension fund
itself when a man is crippled or killed on duty. In ease of death the
pension fund pays the widow not only her ordinary pension, but
enough more to make $125.00 per month for life. The widow's benefit
in such eases usually begins at an early age and the total pension pay-
ments average at least $20,000. There is also a separate allowance
for minor children. All this comes out of the pension fund itself.

10
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But still further benefits are provided by a separate aet of the legisla-
ture distinct from the pension laws.

Police and Firemen Also Have a "Miller Law": The Policemen's
and Firemen's Death Benefit Fund, created by a statute entirely sep-
arate from the pension law, pays the widow of a man killed in the
performance of duty a large amount-as large as $10,000 if there is a
widow with two or more minor children. Just as the pensions under

( the "Miller Law" are paid from the Board of Education's general tax
6> levy, so these death benefits are paid from the City's general tax levy.r Observe that in these comparisons our 5gures include "Miller Law"

benefits for teachers, while the benefits for police and 5remen under
their supplementary law (The Policemen's and Firemen's Death
Benefit Fund) are not included.

Benevolent Associations: There are also the Benevolent Associa-
tions for policemen and firemen which pay the widow a eash benefit
of about $4000 besides funeral expenses. These are supported largely
by the proceeds of public entertainment; so that the Chicago public
is aIso the chief source of this benefit.

Three Years' Special Training for Teachers: The case is not yet
complete until we remember also that teachers constitute a technical
staff requiring three years' training after the high school, without pay,
and one to three years waiting after that. It would be interesting to
know what the effect would be on the number of recruits applying,
if young policemen and firemen were likewise required to go tlirough
a three-year eourse of instruction without pay, before starting at the
lowest round of the ladder.

Conclusion: The City is under special obligation to police and
firemen; and the present purpose is to show that this obligation has
been well discharged both in the pension plans and otherwise. The
City is not without obligation also to the teachers of its children, and
there seems to be no sufficient reason for the discrepancies brought out
in our comparisons.

4

11



TABLE I-CURRENT ANNUAL COST FOR ACTIVE MEMBERS
(Teachers Pension Fund Only)

Aggregate Premium Accruing Yearly on Account of Current Service
of Active Members

For Service Pensions................ ...... $1,943,461
For Disability Pensions.................... 31,503 $1,974,964<

Yearly Contributions of Aetive Members under
the 1935 Law................ -..... -... 1,321,030

Less Amount Reserved for Refunds 180,652 1,140,378t ~
(See page 13)

Net Amount Required from Taxation.. ... $834,586

TABLE I(A)-Same as Table I Above, But Including Also the
Premium for One Year for the $500 Pension From the Board of
Education, Comprising Thus the Total Present Statutory Provision
for Teachers' Pensions

Premium Accruing Yearly-Both Funds:
Teachers' Pension Fund, as shown above............ $1,974,964
Board of Education (for the additional $500 Pension) 457,482

Total Current Annual Cost, Both Funds..........100% 2,432,446
Net Amount Contributed by Teachers ( Table I).. 47% 1 , 140,378t

Balance to be Contributed by Taxpayers....... 53% $1,292,068

COMPARISON WITH OTHER CHICAGO GROUPS
From From

Employees Taxpayers Total

Teachers, as shown abovet . 47% 53% 100%
Police and Firemen,

Per cent of Salary Deposit:edt 31 96 8&% 12%
Proportion of Cost Thus Contributed.. 30% 70% 100%

Municipal Employees,
Per cent of Salary Depositedt........ 3£96 5*% 9%
Proportion of Cost Thus Contributed.. 37% 63% 100%

* This is not to be confused with the present annual pension roll. Pensions for
life to present pensioners constitute a part of the Liability shown in 0
Table II. (See "Valuation for Active Members", page 20.)

t If based on the gross amount contributed without considering the effect of
refunds (which is the basis used for the other employee groupa), the
amount contributed by teachers would be 54%, and the amount contributed
by taxpayers would be 46%.

t For Current Annual Cost in these Funds, employees and city deposit to each
individual's account the percentages of salary shown above.

12



1
LIABILITIES AND DEFICITS

Aetuarial liabilities are those which ean be ascertained only by an
actuarial survey. Chief among these are:

Accrued Liability for Pensions of Active Members: In the sub-
title to Table I we have already defined the Current Annual Cost.
The Liability for Active Members is the amount with interest which
would be on hand if the current annual cost under the present law,
for every member, had been paid to the Fund and properly applied
during all the past years of service. (See also Title III, page 20.)

Liability for Pensioners: This is the diseounted present value of
all prospeetive pension payments during the entire remaining lifetime '
of present pensioners.

Liability for Refunds at Withdrawal or Death of Active Members:
f We can calculate from the tables of mortality and withdrawal the

amounts that will be required for these refunds. This liability must
be deducted from contributions to get the net amount applieable for

f pensions,-(a) in the total contributions on hand, and (b) in the
current annual contributions.

The difference between the total liabilities and the total present
assets is the present defieit which must be made up (amortized) by
annual contributions or taxation during coming years.

NATURE OF A DEFICIT: A bank or life insurance company
must have a surplus. If their balance sheet shows a deficit the
authorities elose their doors. But in a public pension fund a surplus
is as objectionable as a defieit, and the ideal is to have a minimum of
either. A surplus in a pension fund means that past taxpayers have
overpaid, and a deficit means that they have not paid enough, But
conditions arise under whieh the publie must use its credit. Burdens
on present and future taxpayers are justified if they result in pros-
perity or social security.

The deficits of public pension funds are literally created by law,
1 and changed by amendments to the law. When a fund is created,

a deficit is created also because the normal annual premiums for past
service have been unpaid, and the longer the. average past service the
larger the deficit. The effeet of recent legislation is described in
the "Foreword" of this Report.

Years ago it was common to neglect premiums and reserves
entirely, and simply send the monthly checks to the pensioners. This

13
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mistake was about the same as that made by the assessment insurance
societies. The time came when funds were depicted and there were
impossible costs ahead. The ultimate failure of such pension and
insurance funds was notorious, and the need of an aetuarial basis is
recognized everywhere today.

The Tax Requirement includes not only the current annual
premium, but also a reasonable annual payment on the deficit, as set
forth on page 16.

TABLE II-ACTUARIAL LIABILITIES AND DEFICITS
(Teachers' Pension Fund Only)

Liabilities Liabilities
No. of On A ecolint of On Account of Total

Persons Ponsioners Actives Lial,ilities

Liabilities:
For Aetives, 65 or over,

as of June 30, pen-
sioned immediately . . 250 $ 2,719,386

For Future Pensions to
Actives not yet 65, as
of June 30 ......... 12,652 $40,931,845

For Refunds to Aetives
at Death or With-
drawal ............ 916,559

For Service Pensioners,
as of June 30 1,864 16,795,877

For Disability Pension-
ers, as of June 30... 116 350,633

Totals (Including Pen-
sioners) . 14,882 $19,865,896 $41,848,404 $61,714,300

Assets:
Cash, Bonds, Amounts due from Board of

Education, Taxes Colleetible, etc. (as
shown on page 18)................... 11,061,561

Deficit ... .- 50,652,739 $61,714,300

14
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1
~ TABLE II(A)-Same as Table II Above, But Including Also the

Actuarial Liabilities and Deficit for the $500 Pension from Board
~ of Education, Comprising Thus the Total Present Statutory Pro-
'~ vision for Teachers' Pensions

Deficit of Teachers' Pension Fund, as shown above.... $50,652,739
Additional Deficit of Board of Education, on Account of

$500 Additional Pension:
Liability on Account of Active Members.... $10,309,543
Liability on Account of Pensioners......... 4,864,629 15,174,1721 (No Assets in Reduction of Liabilities)

Combined Deficit, Both Funds.... $65,826,911

l

COMPARISON OF DEFICIT WITH OTHER CHICAGO GROUPS

No. of Deficit
Em- Per Em-

Deficit ployees' ployee

Teachers' Pensions, Both Funds,
as shown above. . $65,826,911 13,046 $ 5,046

Police Pensions ..... 50,202,959 6,580(d) 7,630
Firemen's Pensions ... 38,714,742 2,675 (e) 14,473
* It seems fair to base the comparison upon the number of active employees

since a public pension fund is in its nature a part of the cost of main-
taining the service itself.

(d) (e)-See Notes to Table III(A).

.
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TAX REQUIREMENTS

Paying Off (Amortizing) the Liability !
Most current pension'- plans impose an excessive burden on the 1

next twenty years,-eompelling that one generation to carry its own f
current cost, and also to pay off the bond-like liability which has 1
acerued during two generations preceding it. The practice of life
insurance companies in underwriting pension plans tends in this
direction,-to require payment of current cost and to amortize the
accrued liability over a short period, generally twenty years.

Let us consider the burden on the next twenty years. A pension
fund deals with generations as most problems deal with years. Pen-
sions are granted in recognition of past service often over at least
two generations. Beginning forty or more years ago, service was
going on whieh helped to create the present liability. Now comes our
generation ; the fund is now to operate on an actuarial basis, and the
aetuary is to state the necessary annual cost. After long neglect of ~
reserves the tendency is to go from one extreme to the other. In his ~
zeal to make the fund sound the actuary overburdens our times. i

The annual requirements as figured in this valuation contemplate
paying ofE the liabilities in equal annual installments over a period
of fifty years which is about the longest feasible spread. Many pen-
sion funds arrange for payment during a shorter period, as stated
above ; the result would be a heavier immediate burden. If, when
prosperity is recovered, our public financiers deem it possible to amor-
tize over a shorter period, the change can then be made. Meanwhile
we are at least holding our own, preventing the piling up of more
unpaid interest, and actually reducing the bond-like principal a little
every year. On a sound basis we cannot do less ; and in view of
present conditions we ean seareely be expected to do more.
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TABLE III-TOTAL ANNUAL REQUIREMENT
(Teachers' Pension Fund Only)

j~ Including Both the Current Annual Cost (Table I) and the Installment
on the Deficit Shown in Table II

Amount Tax-Mills

Current Annual Cost on Account
of Active Members, as Shown in
Table I $1,974,964

', Less, Net Contributions of Active
Members for l Year, as per Table I 1,140,378

Leaving Yearly Cost from Taxation on Ae-
count of Active Members ................ $ 834,586 0.417(a)

Amortization of Defidft of $50,652,739 as per
4 Table II:

Annual Payment Required to Amortize this
Deficit over a 50-Year Period ............ 2,357,895 1.179(a)

Total Annual Requirement from Taxation ... $3,192.481 1.596

r
, TABLE III (A)-Same as Table III Above, But Including Also the

$500 Pension From the Board of Education (Comprising Thus the
Total Annual Requirement to Sustain the Entire Statutory Provision

L for Teachers' Pensions)
' Annual

Requirement Tax-Mills

Teachers' Pension Fund (as above)
2 Total Annual Requirement from Taxation. . $3,192,481 1.596(a)

~1 Additional for $500 from Board of
Education:

A Current Annual Cost (See Table I) $457,482
Amortization (Annual Payment on

Defieit of $15,174,172. See Table
706,361 1,163,843 0.582(a)

Total Requirement, Both Funds... .. ... $4,356.324* 2.178

Actual Present Tax Rate, Teachers' Pension
; Fund, and Estimated Revenue Therefrom. . $1,600,000(a) 0.8 (b)

Portion of Board of Education Tax used for
Pensions, Based on Present Roll of.. - . 575,500(e) 0.288(a)

Total Annual Taxes for Teachers' Pensions
(Present Law) ... . . , $2,175,500 1.088

* Notes on page 18 (Continued)
17



TABLE III-A (Continued)

PRESENT TAX LEVIES
COMPARISONS WITH OTHER CHICAGO GROUPS

Tax
Present Revenue, (a) Number of Revenue

Tax Rate Less Loss, Active Per Active
in Mills Costs, Etc. Employees Employee

Total Levied for Teachers
(last line, p. 17) 1.088 $2,175,500* 13,046 $166.75'

Levied for Policemen...... 1.3 2,600,000(a) 6,580(d) 395.15*
Levied for Firemen ........1.2 2,400,000(a) 2,675(e) 897.19*

Notes and References-Table III (A)
(a) The Tax Extension Office knows from experience and study the approxi-mate result realized from one mill-tax after deducting the loss and cost ofcollgetion ; and our figures on tax-mills and revenue are based upon theirestimate of approximately two millions net revenue for each min of taxon the assessed valuation.
(b) The rate 0.8 is effective in 1936. The 1935 levy is only 0.5 mill.
(c) Pension roll at September 1, 1935-$575,500.
(d) Source of information: Police Pension Office, October, 1935.
(e) Source of information: Fire Department, Secretary's Office, October, 1935.
* The entire amount required annually for teachers' pensions, both funds, is$4,356,324, or $333.91 per teacher; while the amount levied for teachersin 1936 is $2,175,500 or $166.75 per teacher. Observe that the entire amountrequired per teacher is less than the amount actually levied per policeman($395.15) or per fireman ($897.19).

Since the benefits are about the same in the policemen's and firemen'sfunds, the firemen's being the more recent enactment, it seems probablethat the levy per fireman is more nearly the actual requirement than thelevy per policeman.

18
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SCHEDULE OF ASSETS
As of June 30, 1935

(Referred to in the Condensed Balance Sheet, Table II·)

~ Cash ..................,.........., $ 180,212

~ Bonds, at Book Value, and Tax Anticipation Warrants,
with Acerued Interest on both 6,823,047

Amounts Due from Teachers and Annuitants 458,685
714f Miscellaneous

t~ Taxes Colleetible
(Less, Estimated Loss and Cost of Collection) Levies

1928 to 1934 and 1st half of 1935 2,568,319

Due from Board of Education
(Deficiency due oto public contributions being less

than twice the teachers' contributions)
For 1928, 1929 and 1930 1,030,584

Total Assets $11,061,561

EXPENSE OF ADMINISTRATION

The expense of administration for the year 1934 was $34,940.63.

The cost is running quite uniformly at about this amount per
year. The receipts from all sources for 1934 were $2,838,519. Tile
cost of administration is therefore about 14% of the income which is
an exceedingly low cost for a Fund of this kind.

Comparison with other Chicago Funds for the year 1934:
Firemen's Pension Fund $17,388.24
Policemen's Pension Fund... ........ 62,684.68
Municipal Employee's Pension Fund.. 73,591.02*
Teachers' Pension Fund (as above)..... 34,940.63

* Figures for 1933; those for 1934 not yet published.

) In the Municipal Fund the personnel, including pensioners, is
slightly larger than in the Teachers' Fund ; in the Police Fund only
two-thirds as large, and in the Firemen's Fund less than one-third as
large.

We have spread the small additional cost for administration as
, overhead and included it in the several major items of cost in this

report.
19
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VALUATION PROCEDURE
I. Date of Valuation

As stated elsewhere, the valuation is made as of June 30, 1935;
but the status of each person or group is determined aceording to the
new laws passed in June, 1935, which actually became effective a .4~
little later.

LI. Valuation of Pensions Entered Upon
The objective of the examination is to End the amount that

should be on hand so that both principal and interest together will
be sufficient to pay all pensions for the lifetime of the pensioners.

The Liability for the entire Fund is the sum of these present
values for the individual pensioners. By assembling these in their
proper classes we arrive at the grand totals under the present law
for pensions entered upon.

III. Valuation for Active Members
The objective of the examination is to find (1) the annual cost

or premium for each year, (2) the amount which would be on hand,
with interest, if these annual costs had been fully contributed each
year in the past. (This amount is called the liability. By comparing
it with the amount actually on hand, we determine the deficit.)

To determine annual cost, find for each active member-the
actuarial value of the pension at date of retirement; and the present
value at date of valuation, considering interest and probability of
remaining in service until retirement. The resulting present value
is spread equally over the years of service, taking into consideration
interest to date of retirement. This gives the annual premium for
that member. The amount for the entire Fund is tile total of the
corresponding amounts for the ind ividuals or age groups.

IV. Tables of Mortality
The "American Experience" table of mortality was not exactly

what its name implies. It was based chiefly on experience, but was
modified here and there by comparison with earlier tables and other
data according to the judgment of the very competent actuary who
produced this table. It was in this sense a one-man table. It was
no doubt the best table in existence for use in Ameriea at that time,
and since the different American States soon afterward adopted insur-
ance laws it became the legal standard for insurance, and is today

20
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in most of the states. The companies report their reserves to the
State Departments on this table, but for the past twenty years have
paid little attention to it in making their rates.

Some years ago, all American and Canadian companies pooled
their experienee and produced a much more accurate table known
as the "American Men Table"; also a special annuitants' table known
as the "American Annuitants' Table" (sometimes called "Hunter's
Annuitants' Table" from the name of the actuary in charge of that
work). The present valuation of the Teachers' Pension Fund is based
upon the American Men Table for actives, and the American Annui-
tants' Table for pensioners, with interest at 490.

V. Ratio of Actual to Expected Mortality

The ratio of actual to expected mortality of the men and women
pensioners was made for the three-year period, July, 1932 to July,
1935, and for each one of the three years, on the basis of the Ameriean

Annuitants' Table of Mortality (Male and Female).

The results for the three-year period are as follows: For men,
Actual 114% of Expected; for Women, Actual 103% of Expected.
(The Fluetuation in the ease of the men has no great significance
in view o f the small number of men pensioners under observation.)

These ratios indicate that the American Annuitants' Table of
Mortality fits closely the actual mortality experienced by the Teachers'
Pension Fund. The slight divergenee is on the conservative side, i. e.,
the cost (the longevity) is slightly less than the expected. Tlie
American Annuitants' Tables call therefore be regarded as well
adapted for use in this valuation.

VI. Withdrawal

The probability of remaining to retirement and the cost of

refunds both depend upon withdrawal from service as well as upon
mortality. Aetuaries whose whole experience has been with mortality

1.1 sometimes express doubt about the use of tables of withdrawal. There

are, of course elements of uneertainty in withdrawal scales. But this
is true also of mortality tables. The actual experience of life insur-

anee companies varies as much as 40% from the legal standard of
mortality. Aetuaries of casualty companies find a like uncertainty in
the tables they use in making rates for fire, accident, automobile, and
in fact, all kinds of insurance. The statute governing the oldest of

the allocation-reserve funds in Chicago was recently amended to base
public contributions on both withdrawal and mortality.
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This is an age of foreeasts even in directions more difficult than ~
this. Statistieians assemble data on probable business activities.Useful and indispensable as these are, they are in most eases crude in
comparison with the welI-developed means at tile command of theactuary for determining the probabilities of withdrawal as well asmortality.

VII. Longevity, Rate of Interest, and Sound Financing
Life insurance actuaries today are much concerned as to future

rates of interest and increase of longevity. This is not unprecedented.
As far back as the '90s, many well known life companies changed
their interest basis from 4% to 31%, and most of them to 3%. But
these companies were all earning and have since averaged more than
4% on their funds, and most of them are doing so even today. Other
"factors of safety" are found everywhere in life insurance figuring.
The life insuranee aetuary is under tremendous pressure to play safe.
If the reserves should ever fall below the legal requirements, the
State Insurance Department would probably close their doors. This
inelines him toward extreme conservatism.

The ease is different with a public pension fund. It may have adeficit instead of a surplus. A life company in that condition would 1
be closed up, but not so with a pension fund. This tolerance of deficits Jtends to make the public eareless about the support of its pension
funds and this is a danger. A pension fund may be said to be sound
if, as a matter of fact, the funds will be forthcoming to pay the claims
under it. If a fund is not supported on an aetuarial basis there is
grave danger that deficits may pile up to such an extent that future
taxpayers may not be able to carry the load. Hence, the urgent need
of adequate annual support. It is an injustiee to compel one genera-
t:ion to bear the burdens of another, and if carried too far it endangers
the perpetuity of the fund.

VIII. Prerequisite to the Examination as
Necessary Parts of the Process
1. Calculation of a reserve for refunds at separation fromservice.
2. Calculation of annual cost of disability feature. .A.l

3. Determination of tax rate required in excess of teacher eon-tributions.
4. Rates of voluntary retirement on pension.
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INCIDENTAL USEFULNESS OF THE SURVEY

The data cards for the examination were prepared with unusual

~~ Office so that all discrepancies in those files were adjusted, changes
care. They were recheeked with the different files in the Pension

r
of name noted, and duplications eliminated.

In every pension office an occasional readjustment and reeheeking
of the different files is exeeedingly useful, and this has been done
as an incident of the present examination. A constant lookout was
kept for obvious errors in dates of birth, contributions and service;
for example, where eontributions were too large for the period of
service, and vice versa; and where age and service as given would
mean service at impossible ages (in one instance 10). There were
approximately 200 such obvious errors that were caught by this sort
of inspection. We investigated every one of these discrepancies.
They were of a kind that arise in every pension office, and compara-
tively few such errors had been made by your office, for in the major-
ity of eases they were mistakes in the original reeords. Over a dozen
eases were discovered in which the teachers had been placed by the
Board of Education office, in the wrong contribution period. The
error in payments in each such ease will be adjusted. In two cases
an error was discovered by whieh a pensioner had been receiving a
pension slightly larger than that to which he was entitled. In several
eases simple clerical errors had been made.

As a result of all these incidental corrections the records of the
Teachers' Pension Office are more accurate and more thoroughly
checked than ever before.
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Statistical Exhibits

ACTIVE TEACHERS-CLASSIFIED ACCORDING TO AGE
As of June 30, 1935

By Age Groups as Indicated

Age Nearest
Birthday-

On June 30, 1935 Men Women Total %

22-24 . 2 12 14 0.11
25-29 . 161 1,320 1,481 11.48
30-34 342 1,683 2,025 15.69
35-39 379 1,638 2,017 15.63
40-44 350 1,622 1.972 ]5.28
45-49 296 1,408 1.704 13.21
50-54 255 1,034 1,289 9.99
55-59 152 1,081 1,233 9.56
60-64 97 779 876 6.79
65-70° 52 299 291 2.26

2,086 10,816 12.902t 100.00

Average age... .. 42. 85 42. 97 42 . 95

:~: To be retired by operation of the new law.
t Does not include 144 teachers who at June 30, 1935, were not members of the

Teachers' Pension Fund.
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ACTIVE TEACHERS-CLASSIFIED ACCORDING TO SERVICE

As of June 30, 1935
By Service Groups as Indicated

Service
(Completed Years) Men -fl#men Total %

0- 4 ... . 306 861 1,167 9.05
5- 9 .. 410 1,883 2,293 17.77

10-14 .. 511 1,923 2.434 18.86
15-19 321 1,893 2,214 17.16
20-24 255 1,617 1,872 14.51
25-29 133 830 963 7.46
30-34 72 757 829 6.43
35-39 49 605 654 5.07
40-44 23 354 377 2.92
45 and over. 6 93 99 0.77

2,086 10,816 12,902# 100.00
Average Total

Serricet .. .14.7 18.4 17.7

,
ACTIVE TEACHERS BY CONTRIBUTION GROUPS

(Under New Law)

As of June 30, 1935

Monthly
Years of Service Contribution Men Women Total %

Less tlian 4 years .........$ 5.00 209 427 636 4.9
4 yrs. but less than 8 yrs... 7.00 354 1,594 1.948 15.1
8 yrs, but less than 12 yrs.. 9.00 333 1,486 1,819 14.1

' 12 years and over . 12.00 1.190 7.309 8.499 65.9

2,086 10,81.6 12,902* 100.0

* Does not include 144 teachers who at June 30, 1935, were not members of
the Teachers' Pension Fund, but does include all teaehers who retired
during tlre vacation period, 1935.

t Including uncompleted years.
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PENSIONERS-ACCORDING TO SERVICE

Credited
Service Service Pensioners Disability Pensioners
(Years) Men Women Total Men Women Total

12-14 2 20 22
15-19 2 42 44
20-24 3 73 76 5 45 50
25-29 25 424 449
30-34 19 272 291
35-39 38 368 406
40-44 27 304 331
45-49 17 243 260
50-54 4 45 49
55-57 2 2

133 1,731 1,864 9 107 116
Average Credited

Service .. .... 36.50 35.54 35.61 18.89 18.22 18.28

DECREASING PAYMENTS TO SURVIVORS

It will be of interest to note how the payments to a Pension Roll
existing at any partieular moment gradually decrease as these par-
tieular lives on pension grow fewer.

Considering only Pensioners on the Roll at September 1, 1935, this
table shows the yearly totals to survivors during the years indieated,
aeeording to the mortality table used for this report.

The table is not intended as a basis of cost or taxation because
new pensions granted year by year more than offset the decreases.
It is simply an interesting exhibit.

Decreasing Annual Pension Roll

1935 . $2,130,372 1940 $1,547,611 1955 $170,742
1936 . . . 2,017,411 *# **
1937 . . . 1,902,143 1945 966,324 1960 36,488
1938 . . . 1,785,076 ## #*
1939 .. .... 1,666,703 1950 481,137 1965 3,644

*.
, 
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SERVICE PENSIONERS-ACCORDING TO AGE AT RETIREMENT

Age Men Women Total

38-390 3 3
40-44* 45 46
45-49 7 181 188
50-54 ............... 4 269 273
55-59 11 217 228
60-64 10 172 182
65-69 37 637 674
70-74 56 193 249
75-79 5 14 19
80-84 3 3

133 1,731 1,864

Average Age of Retirement for Men-66.59.
Average Age of Retirement for Women-60.48.
Average Age for Both-60.91 (61).

* Before 1907 women could retire on pe~sion after 20 yrs. service.
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THIRTIETH ANNUAL STATEMENT
of the Condition of the

Publir *£11111,1 Uirartlrrfi' Nellsion anh *trtirrmrilt Yulth
4 CITY OF CHICAGO
l

December 31, 1935

SUMMARY
Cash on hand January 1, 1935 $ 176,060.26

Income, January 1 to December 31, 1935 ....... $2,665,430.82

Disbursements 1,876,878.47

) Excess of total income over total disbursements..... 588,552.35

Added to Reserve Fund JaIl. 1 to Dec. 31, 1935....... 460,275.00

Total Reserve Fund December 31, 1935 (Face Value)..... 6,447,700.00

Interest on Investments, Jan. 1 to Dec. 31, 1935:
K

Total Interest Received... ...... .. $ 340,960.69

Less Accrued Interest........ 26,856.84

Interest Earned 314,103.85

Tax Levy January 1 to December 31, 1935. $1,130,413.39

Deductions from payrolls. . $1,055,896.24
Less Refunds a/c Error.... 175.29

Net Deductions from payrolls. $1,055,720.96

Paid to Annuitants....... .. .. .. $1,785,682.22
Less payments from Annuitants:

Unearned Pension .........,.. ... .$ 3,097.00
Annuitants completing payments.... 37,173.03

40,270.03

Paid to Annuitants (net) . . $1,745,412.19

< Cash on Hand, December 31,1935 . $ 341,218.25

f--



STATEMENT OF RECEIPTS AND DISBURSEMENTS

for the year ending

December 31, 1935

INVESTMENT ACCOUNT

Amount in Reserve Fund, January 1, 1935...... ..... ..... ... $5,987,425.00 ~
Which amount consisted of:

(a) Bonds of the United States, and of the State
of Illinois and its subdivisions.............. $5,437,250.00

(b) Board of Education 6% Tax Anticipation
Warrants .........························· 550,175.00

5,987,425.00

To (a) above....................................$5,437,250.00

Add: Invested Jan. 1 to Dec. 31, 1935,
$1,638,312.52, this being the purchase price
of bonds having a face value of........... 1,497,500.00

$6,934,750.00
Less Matured Bonds transferred to cash... 487,200.00

Total bonds of the United States and of the
State of Illinois and its subdivisions, Dec.
31, 1935 6,447,550.00

To (b) above... $ 550,175.00
Add: Chicago Board of Education 6 % Tax

Anticipation Warrants received as payments
from teachers and annuitants . 4,550.00

$ 554,725.00
Less Tax Warrants redeemed... 554,575.00

Total Chicago Board of Education 6% Tax Anticipation
Warrants on Dec. 31, 1935. ... 150.00

Total Reserve Fund, Dec. 31, 1936. $6,447,700.00



RECEIPTS

Cash on Hand, January 1, 1935.. .. $ 176,060.26

Income, January 1 to December 31, 1936

Deductions from payrolls .......................... $1,055,896.24

Interest on Investments:
On Bonds .............. .. .. .$276,435.26

r On tax warrants................ 64,533.28

;340,968.54
Less Cost of Collection. . . . . . . . . . . . 7.85

Interest received ............................... 340,960.69

Public Money-Tax Levy ........................... 1,130,413.39
0 Refund of excess premium on Depository and Forgery

Bonds ............................................ 144.53
Reimbursement for forged checks................... 135.68
Refund of Excessive Accrued Interest paid.......... 2.51
Premium on bonds redeem~d before maturity........ 540.00
Payments into the Fund by teachers and

annuitants:
(a) Annuitants completing payments. . $ 37,173.03 /·
(b) Unearned Pension a/c annuitants

deceased ......................... 2,977.00
(c) Payments for Outside Service..... 35,786.62 ~~
(d) Former teachers returning refund. 669.72 4
(e) Teachers becoming contributors a/c

wrong grouping .................. 927.10 4
(f) Non-contributors becoming con-

tributors ......................... 62,159.67 4
(g) Reimbursement a/c return of Tax

Warrant improperly issued........ 50.00
(h) Bequest-estate of Mary A. Davis.. 132.00
(i) Unearned Pension aye annuitant re-

turned to service 120.00

$139,995.14
Less tax anticipation warrants received as

' part payment and added to Reserve Fund 4,550.00
Accrued interest .................... 30.51

$ 4,580.51
Leaving cash received from teachers and annuitants 135,414.63

Outstanding checks cancelled, issued 1915 to 1933 .... 1,923.15

Total rncome $2,665,430.82
Matured bonds transferred to cash and reinvested.  487,200.00
Tax Anticipation Warrants redeemed..........  554,575.00

Total Receipts ;3,707,205.82

03,883,266.08



DISBURSEMENTS '

January 1 to December 31, 1935 -

Paid to Annuitants ....,........,/............... $1,785,682.22
Refunds account of error in deductions...... 175.25
Refunds to teachers resigning from service. . 12,082.95
Refunds to estates of deceased teachers. . . . . . . 36,495.41

$1,834,436.83 ~

Paid to Annuitants a/c forgery.................................. 195.68 1
Refund to Board of Education a/c principal and interest on Tax

Warrants issued erroneously .................................... 57.80
Excessive Bond Interest received.. 155.00 ~

Expenses of Administration

Printing and Binding...........,,... ...$ 3,709.31 ,
Clerical and Stenographic Services...... .... 13,808,26
Supplies and Equipment . . . . . . . . . . . , . 769.48
Rent 2,580.00 ~
Electricity ............ 106.07
Cost of Collection of Bonds........... 307.37

Contingent Expenditures from November 16, 1934, to ,
November 15, 1935:

Postage $1,196.79
Supplies and Equipment........ ........ 46.45
Service 74.50
Dinners for Canvassing Board-Pension ,=..

Election .............................. 54.24
Bills, Digests, etc., from Legislature..... 61.00
Miscellaneous .......................... 10.93 1/..
Federal Tax on Checks..... -.. -- -.,. .26

New Warrants for Contingent Expenditures......,,. 1,444.17 ~ ~
Medical Examiners' Fees 300.00
Mary E. Dutton, Rec. Sec'y, June 15, 1934, to June

15, 1935 .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . I 300.00
I. T. Greenacre, Legal Services ....................  3,814.40
Henry R. Corbett, Actuarial Survey, Audit, etc. 8,650.28 ~
Catherine J. Trout, Asst. Sec'y of Pension Board.... 3,300.00
Surety Bonds for City Treasurer.................... 1,903.10
National Council of Teachers' Retirement Systems,

Dues ............................................. 12.00
Expenses in connection with forgery of pension checks 62.48 -
Addressograph plates 333.99
Consultation service re purchase of bonds..... 500.00 I.
Expenses Re Legislation at Springfield.............. 133.25

Total Administration Expense. . . $ 42,034.16

Total Expenditures 51,876,878.47 ~



Transferred for Investment:
Face value of bonds purchased... . . . $1,497,500.00

Premium on bonds purchased... .... 144,674.04

$1,642,174.04
Discounts 3,861.52

Purchase Price . $1,638,312.52
Accrued Interest .... 26,856.84

Total transferred for investment. . . . $1,665,169.36

Total Disbursements .. 3,542,047.83
Cash on Hand, December 31, 1935. .... .... ... . . . 341,218.25

$3,883,266.08

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

In 1931 the tax rate was one-fourth of a mill on each dollar; in 1932 and 1933 the
rate was four-tenths of a mill; in 1934 and 1935 the rate was one-half of a mill, and
beginning with 1936 the rate will be eight-tenths of a mill on each dollar of assessed
valuation.

Annuitants of December, 1935

Number of persons drawing pension December 31, 1934, including
disability annuitants 1,921

Number of persons drawing pension December 31, 1935, including
disability annuitants 2,240

Number of persons drawing disability pension December 31, 1935 ... 116
I Number of annuitants deceased since last report ................ 91

Number of annuitants returned to service since last report... 1
Highest annuity paid for December, 1935. $120.00
Lowest annuity paid for December, 1935 48.00
Highest disability annuity paid for December, 1935. 79.58
Lowest disability annuity paid for December, 1935... ........ 20.00

Note: See "Report on Annuitants" for information concerning amounts withheld from
paym/nt



1
Number of Teachers by Pension Groups

A check-up of the December, 1935 payroll of the Board of Education made
in pension ofIice, shows the following number of teachers in each of the
pension groups:

Group Time of Service No. of Contributors

1 4 years or less ....... 829
2 5 years to 8 inclusive...... 1,889
3 9 years to 12 inclusive. . . 1,764
4 More than 12 years....,. 8,305

Total number of Contributors 12,787
Number of Non-Contributors ....................  136
Number on Temporary Certificates* ................ 65
Number on Probationary Servicet .................. 62

Number of Assigned Teachers 13,050
Respectfully submitted,

HENRY G. GEILEN,
Financial Secretary.

* This is the number of teachers on Temporary Certificates whose names appear onthe payroll.
f These are teachers serving their first four months in high school. Some are fromoutside Chicago, and some are transfers from the elementary school, but they pay no pensionwhile on probation.

The Annuitants of February, 1936
NOTE: The Financial Secretary reports 2,240 annuitants drawing pension in December,1935. This includes only those who have completed their payments into tile fund, TheRecording Secretary, reporting the number in February, subtracts from 2,240 the sum of thosewho have returned to service and those whose deaths have been reported, and adds thosewho were placed on the pension roll in January, including all those whose payments arenot completed.

The following table shows the number of annuitants classified by yearsof service and arranged in three groups according to the dates on which theirnames were placed on the pension roll:
Group I includes all those who retired before July 1, 1923.
Group II includes those who retired between July 1, 1923, and July11, 1935.
Group III includes those who retired between July 11, 1935, and Jan-uary 17, 1936.

The Disability Annuitants constitute a fourth group.
Annuitants in Group One (all who retired before July 1, 1923) were grantedthe increases authorized by the legislature of 1923, but those increases have

been withheld since September 1, 1927, from those persons who were placedon the pension roll before July 1, 1923, on account of Injunction proceedings



instituted against the Pension Board. These persons receive a maximum of
$600 per year.

Before July 1, 1907, women teachers could retire on pension with 20 or
more years of Service.

Annuitants in Group Two receive the rates authorized by the law of 1923-
that is from $800 to $1,000 depending on length of service. From May, 1926
to July, 1935, the compulsory retirement age was 70.

Annuitants in Group Three receive the rates authorized by the legislature
of 1935, which raised the maximum to $1,200 for 35 years of service. At the
same session the legislature fixed the compulsory retirement age at 65.

~ The Pension Law as amended by the Legislature of 1931, provides that
any person retired by the Board of Education under the Compulsory Retire-
ment Law with less than 25 years of service shall receive as pension such

7 proportion of $800 as his time of service bears to 25 years.

TABLE I

Yrs. of Dis- Group Group Group
Service ability I II III Total

12 13 13
13 7 7
14 4 4

r15 8 8
16 14 14
17 7 1 8
18 6 1 7

, 19 11 2 13
20 12 25 1 38
21 6 23 1 4 34
22 14 10 1 3 28
23 1172323
24 6 3 1 2 12

Less than 25 years. . 119 68 5 17 209

25 . 81 72 8 161
26 31 53 7 91
27 , 28 41 3 72
28 29 38 6 73
29 30 40 0 70
30 26 54 11 91
31 16 53 5 74
32 10 33 10 53
33 10 36 4 50
34 7 43 5 9

25 years to 34 years. 268 463 59 790
35 years and over. 47 969 216 1262

Total Number of
Annuitants ... 119 383 1437 322 2261



TABLE II

Annuitants with 35 or more years of service:

Number of Annuitants
Yrs. of Group Group Group

Service I II III Total

35 14 86 15 116
36 9 69 9 87
37 7 55 7 69
38 3 58 11 72
39 4 58 15 77
40 5 53 16 74
41 3 65 16 84
42 56 16 72
43 .. 72 28 100
44 1 78 26 105
45 .. 80 25 105
46 .. 63 19 82
47 .. 51 15 66
48 .. 41 14 55
49 1 32 8 41
50 .. 22 6 28
51 .. 8 8
52 .. 15 15
63 .. 3 3
54 .. 3 3
65 .. 0
56 1 1

35 years and over...... 47 969 246 1262

Respectfully submitted,

MARY E. DUTTON,
February 21, 1936. Recording Secretary.
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