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Chapter 97 of the Resolves of 1967, approved July 14, 1967,
directed the Retirement Law Commission to study the subject
piatter of several bills which would affect retirement benefits
payable to police and firemen in Massachusetts, and to report to
the General Court by October 1, 1967.

As it happened, the Retirement Law Commission had authorized
a study of costs for police and fire retirement benefits. Work on this
study was expedited, and it was expanded to include cost estimates
for various alternative benefit patterns.

The costs attendant to several proposals are set forth in this
report. It is hoped that this and other information and observations
set forth here will assist the General Court in its deliberations on
this important matter.

The Commission acknowledges, with appreciation, the coopera-
tion of the Contributory Retirement Boards in the Commonwealth,
which cooperated in furnishing data for this study in a timely
manner, so that this report could be presented to the current
session of the General Court.

The actuarial studies have been prepared by Martin E. Segal
Company, Incorporated. Jack M. Elkin, A.S.A., Robert D.
Krinsky, A.S.A., and Brian A. Jones, A.S.A., of its actuarial staff
performed the actuarial calculations. Sherman G. Sass, John van
Steenwyk, and Matthew J. Ryan also participated in the work of
Martin E. Segal Company in the preparation of the report pre-
sented here by the Massachusetts Retirement Law Commission.

11. Actuarial Cost Determinations.
Actuarial cost studies show that the cost of the present contribu-

tory retirement benefits for police and firemen in Massachusetts—
jneasured from the time they enter service until they retire—is
Equivalent to 18.2 per cent of the pay of these employees. Actuaries
term this the “normal cost” of the benefit plan.

Cf)e Commontoealtft of spagsacJnisettg

I. Introduction.
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That is, if 18.2 per cent of pay were set aside, as the pay is
earned, and added to the 5 per cent of pay that the employees
themselves contribute, this would be sufficient to pay in advance
for the benefits earned during employment. This is an average
statewide figure. Circumstances affecting individual retirement
systems would create some variations in specific jurisdictions.

The concept is that as each employee works he earns retirement
rights, which can be viewed as an increment to his pay, or an
additional element of compensation. This additional element of
compensation is the actuarial normal cost of the employer-financed
portion of his future retirement benefit.

The concept of actuarial normal cost is useful in measuring the
percentage-of-pay worth of a public employee’s retirement benefits.
It also serves as a measure of the relative costs of various
proposals.

Current practice, however, is not to set aside public funds to pay
for retirement benefits as these are earned by employees. Instead,
the practice is to pay benefits out of current appropriations when
the benefit payments are due—during retirement. Under the con-
tributory retirement systems, the sums from current tax revenues
are added to the amount prepaid from employees’ 5 per cent
deductions to make up the total amount of benefit payable.

This means that, as each person works and builds up future
retirement rights, liabilities or obligations are created for future
benefit payments. Actuaries refer to the liability existing at any
time as the “accrued liability”. Within the actuarial frame of
reference, an element of cost, in addition to the “normal cost”, is
debt service or interest on the unfunded portion of the accrued
liability. This would amount to approximately 11.6 per cent of
current payroll for the active police and fire group, on the basis of
3% per cent interest. When normal actuarial costs are cited in this
report as a percentage of payroll, it should be remembered that full
actuarial costs would be almost two-thirds higher. Full
costs, if paid currently, would:

2. tend to level the costs of public employee pensions,
keeping these at a more-or-less constant level in relation fix
payroll.

1. prepay the costs of benefit rights earned,
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A summary of the age and length-of-service characteristics of
police and firemen is set forth in Exhibit A. The full technical basis
for the actuarial calculations performed is set forth in Exhibit B.

111. Present Benefits.

The present contributory retirement law, applicable to police
and firemen in cities and towns, provides a benefit, at age 60, of 2.5
per cent of the average pay in the best three years preceding
retirement, for each year of service. Thus, for example, the benefit
at age 60 could be 75 per cent ofpay after 30 years of service.

Retirement is permitted at earlier ages, with benefits determined
in accordance with the following schedule. Twenty years service is
required ifretirement occurs before age 55.,ge 50.

Percentage Percentage
4 ge Factor Age Factor
60 2.5% 60 1.0%
59 2.4 49 0.9
58 . 2.3 48 . 0.8
57 . 2.2 47 0.7
56 2.1 46 0.6

55 2.0 45 0,5
54 .1.4 44 0.4
53 ,1.3 43 0.3
52 1.2 42 0.2
51 .1.1 41 0.1

This schedule applies to “Group 2” employees—including police,
firemen, and others classified in hazardous duty occupations.

Retirement is required for Group2 employees at age 65.
In addition to the benefits noted above, there are special provi-

sions, not related to age, for ordinary disability and accidental
disability of the employee, and for various death benefits. The
current legislative proposals would not change these provisions.
These death and disability benefits are summarized in Exhibit C.
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IV. Summary of Proposal.

Six legislative proposals have been referred to the Commission.
These can be summarized as follows:

S. 623
Permanent members of police departments
of cities or towns accepting these provi-
sions.

Application:

20 years of service.Qualification:
Benefit: 65% of pay, plus (if the employee is over

age 55 at retirement) 1% of pay for each
year of service over 20 years.
Highest compensation.
Not cited.

Pay basis for benefit:
Amended section of law

All members in Group 2.
20 years of service.

Application:
Qualification;
Benefit: 75% of pay, plus % of 1% of pay for each

year of service in excess of 20 and less than
31 years.
Three-year average, as in present law.
Chapter 32, Section s(a).

Pay basis for benefit:
Amended section of law

FiremenApplication:
Qualification: 20 years of service and retirement before

age 55.
Same benefit as payable at age 55 under
present law (2.0% of three-year average
pay for each year of service).
Three-year average, as in present law.
Chapter 32, Section 10(2).

Pay basis for benefit:
Amended section of law

Members in Group 2.
As in present law, but at ages 3 years

Application:
Qualification:

earlier.

H. 1107

H. 1109

H. 1898
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In accordance with following schedule:

Age Factor
57 and over 2.5%

56 2.4
55 2.3
54 2.2
53 2.1
52 2.0

Pay basis for benefit:
Amended section of law

Three-year average, as in present law.
Chapter 32, Sections 1 and 5(2)(a).

H. 1903

Application: Permanent members of municipal police
departments.

Qualification:
Benefit:

20 years of service.
50% of pay, plus 1% of pay for each year
of service over 20.

Pay basis for benefit : Annual salary (presumably salary earned
immediately before retirement).

Amended section of law

H. 4464

Application Perman
of cities

;nt members of police departments
and towns accepting these provi-

sions.

Qualification:
Benefit;

20 years of service.

65% of pay, plus (if the employee is over
age 55 at retirement) 1% of the benefit
(1% of 65% of pay) for each year of
service over 20 years.
(Non contributory benefit—employee con-
tributions under Contributory Retirement
Law would be returned).

Pay basis for benefit:
Amended section of law

Highest compensation.
Chapter 32, add Section 85K (Non-Con-
tributory).

Percentage

Benefit;

Chapter 32, Section 10.
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V. Cost Estimates for Alternative Plans.
The common objective of the several proposals is to increase

benefits payable to policemen and firemen who retire at earlier
ages.

This would be furthered by one or more of the following
methods:

2. Lowering the age requirement for entitlement to the
maximum benefit;

3. Increasing the percentage rate of benefit accrual, for
each year of service, over what is now available;

5. Returning employee contributions made under the Con-
tributory Retirement System.

The actuarial normal costs of six alternative benefit plans are
shown here, in addition to the cost of the present plan of benefits.

Cost estimates are presented on calculations applying to all
police and firemen (except “call members” of these depart-
ments).

The first set of cost illustrations involves the present law, the
proposal (H. 1898) to reduce the qualifying ages by three years,
and a further illustration of a five year reduction, all based on a
minimum requirement of twenty years service.

These can be summarized as follows:

1. Eliminating the age requirement for a pension and
basing eligibility only on completion of 20 years of
service;

4. Basing benefits on the highest rate of pay earned, or the
rate earned just before retirement, rather than on the
present three-year average of salaries ;

Percentage Factor
Alternative Alternative

Age Present “A” “B’:
60 2.5%
59 2.4
58 2.3
57 2.2 2.5%
56 2.1 2.4
55 2.0 2.3 2.5%
54 ... 1.4 2.2 2,4
53 1.3 2.1 2.3
52 1.2 2.0 2.2
51 1.1 1.9 2.1
50 1.0 1.8 2.0
49 . 0.9 1.7 1.9

decreasing by 0.1 for each year
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The cost of both alternatives A and B would depend on the
extent to which actual, as opposed to permitted, retirement ages
actually changed. If there were no significant change in the age
pattern for retirement, there -would be no substantial change from
the present cost. However, costs could be expected to increase by
approximately 5 per cent for each year of reduction in average
retirement age.

Alternative “A” would, if actual retirement ages were on the
average 58, involve a normal cost of approximately 110% of the
present plan’s costs.

Alternative “B” would, if actual retirement ages were on the
average 56, involve a normal cost of approximately 120% of the
present plan’s costs.

The second set of illustrations affects proposals (S. 623, H. 1109,
H. 1903, H. 4464) to condition eligibility only on 20 years of
service.

Benefits illustrated are as follows:
Additional Benefit
For Service Over

20 YearsBasic Benefit
50% of pay
50% of pay
65% of pay

1%% of pay per year
1% of pay per year
1% of pay per year

Alternative “C”
Alternative “D”
Alternative “E”

(if over 55 upon retirement)
Alternative “C” would involve a normal cost of an estimated

22.6% of salary, or 124% of the present plan’s actuarial costs.
Alternative “D” would involve a normal cost of an estimated

21.4% of salary, or 118% of the present plan’s actuarial costs.
Alternative “E” would involve a normal cost of an estimated

26.7% of salary, or 147% of the present plan’s actuarial costs.
A final cost illustration is for the plan of benefits now provided

for uniformed state police. This provides for retirement at age 50, if
20 years service has been completed, with a benefit of 50 per cent of
final pay, defined as pay for the last twelve months of employment,
plus 1 per cent of pay for each year of service in excess of 20.

Alternative “F” the State Police plan would involve a
cost very slightly below that of Alternative “D”.

The foregoing illustrations, except for Alternative “F”, assumed
the three-year average salary basis for benefit determinations, as in
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the present law. In light of promotions and longevity increases
(but not considering general adjustments or cost-of-living
increases), it can be expected that, as a rough measure, final salary
will be about 1.5 per cent higher than the average of the best three
years. Thus, the cost of any plan based on a final salary basis will
be about 1.5 per cent higher than one based on an average of three
years. Hence, for example a 20.0 per cent of salary cost estimate—-
for a benefit based on a three-year average salary—would be
inflated to 20.3 per cent of salary if final salary were to be the basis
for determining benefit amounts.

VI. Discussion of Alternative Plans,

1. Contributory vs. Non-contributory Retirement Benefits.
The question is whether any liberalization of the retirement

benefits for police and firemen should be effected by adding a new
category of non-contributory benefits. This question is put in issue
by at least one of the six bills referred to this Commission. It
should not be necessary, for the purposes of this study, to examine
into the reasons advanced in favor and against requiring employee
contributions to a retirement system for public employees. It
should be sufficient to state that it is the established and recognized
policy in the Commonwealth that there is one statewide law
governing retirement allowances for all public employees; that
such law provides for a contributory retirement system; and that
earlier laws providing for non-contributory pensions affect few, if
any, employees hired after 1947. It may be further recommended
that perhaps it is timely to reaffirm that any proposals for
extending the non-contributory provisions should be resisted—

short of a comprehensive review of the entire contributory system.
2. Parallel Coverage ofPolice and Firemen
Several of the proposed bills would apply only to police, one

would apply only to firemen, and one would cover all Group 2
employees. In the Commission’s treatment of the total question,
however, we have assumed that police and firemen should be
covered by identical provisions. This is the case under present law.
In fact, in most large governmental jurisdictions, police and
firemen are covered by parallel provisions. To cover both groups
with one plan may not work perfect justice; but it would seem
preferable to retain this identity in considering any improvements
to the system.
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One of the proposed methods for arriving at the intended result of
higher benefits for those retiring at lower ages would eliminate any
age requirement for eligibility for retirement benefits. This method
would impose only a service requirement, 20 years of service or
more.

These bills raise the question whether to retain or eliminate the
use of age as a criterion in determining eligibility for benefits and
the amount of retirement benefits.

The present plan of benefits is built around a normal retirement
age of 60 for Group 2 employees.

The normal retirement age is that age when full benefits are
payable. It’s not the same as the mandatory retirement age, which
is usually some years later. (In this case the compulsory retirement
age is 65.) Nor is it the earliest age at which a person can retire on
benefits; this is usually fixed at an age considerably earlier than the
normal retirement age.

The normal retirement age is the age to which continued
employment should normally be encouraged and after which the
incentives to continued employment should ordinarily be removed.
It is the age at which retirement because of age is considered
normal, usual, ordinary. It is fixed at, or fairly close to, the age
when most of the employees can be expected to retire. The normal
retirement age should be the age when, if a person is engaged in an
ordinary occupation, society is prepared to see him leave produc-
tivity for retirement. If it is a more-than-ordinarily demanding
occupation, it should be an age when, from his standpoint and that
of his employer, his shift to other activity or his retirement should
be encouraged.

The Commission recommends that any improved plan should
retain a normal retirement age; that the benefits available at that
age should assume that further fulltime employment is not to be
expected; and, as in the present plan, benefits should be available
upon retirement at earlier ages, in reduced amounts because of the
earlier age.

In advancing this recommendation, we are mindful that some
systems in other jurisdictions covering police and firemen do
provide a service pension without regard to age at retirement. On
the other hand, most systems are designed around a normal

3. Retaining a Normal Retirement Age.



[OctHOUSE No. 5316.16

retirement age, albeit one which is usually lower than the age 60
provided in Massachusetts.

The Commission believes that a more reasoned approach to the
objectives underlying the legislative proposals would be to reduce
the normal retirement age from 60. This approach would seem to
answer the implied criticism of the 1962 Quinn Tamm report on
the Boston Police. 1 That report found that the present retirement
laws make it more attractive to a man as he grows older to remain
on the force to at least age 60, whether or not he remains fully
qualified to perform the demanding services required of him. That
report recommends “reduce increasing pension advantages for
tenure after age 55.”

Here is an authoritative opinion that age 60 is too high a normal
retirement age for a metropolitan police force. The report suggests
that 55 is a more appropriate age.

actually, the fact that the work of police and firemen is arduous,
demanding and taxing, as well as hazardous, should not require
documentation in these days. The performance of most police and
firemen’s tasks, except at administrative rank levels, requires the
physical capacity and adaptiveness of younger men. Older men are
less able to perform the tasks efficiently; and in police and fire
work, inefficiency may mean ineffectiveness, with the attendant
conseaucnces in terms of public safety. Superannuated police and
Bremen who are still at work are clearly greater risks for accidental
disability (on-the-job disability) and accidental death, recalling
here the statutory presumption of the so-called Heart and Lung
Laws that the impairment to health leading to such disability or
such death was suffered in the line of duty. This suggestion for
lowering the normal retirement age below 60 is grounded on these
considerations.

Here the underlying objective of reducing the normal retirement
age to 55 would be to encourage continued employment to that age
and to reduce or remove the incentive to continued employment
after that age. This would mean that a policeman or fireman
retiring at age 55 w T ould have full benefits, that is, he would qualify
for the highest benefit for his years of service. This is a man who
may or may not be able to get other employment; and for him a

1 International Association of Chiefs of Police, A Survey of the Police Department,
Boston, Massachusetts (Boston, 1962).
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full benefit should be available currently. On the other hand, it can
be assumed that at earlier ages most retirees will be shifting to
other employment. For those, full benefits should be available
when they reach the normal retirement age, or if they choose,
immediate benefits should be payable but with reductions appro-
priate to current ages.

4. Reducing the Compulsory Retirement Age.

The case for compulsory retirement at some age is that there is a
point at which superannuation is so likely that the disadvantage of
having to terminate the employment of someone who may be
useful is outweighed by the hardship of continued employment of
many others or the difficulty of administering a selective program.

The present law establishes age 65 as the compulsory retirement
age for police and firemen. One of the bills would reduce the age to
62. The other proposals are silent on this matter. The Quinn Tamm
Report recommended that the compulsory retirement age be
reduced to 63. That report also suggested that consideration be
given to extending the proposed compulsory retirement age of 63 in
the case of an officer who has reached a rank at the administrative
level. Merit can be found in both parts of this proposal; but in the
event a change is contemplated in this area, such change should
apply to both police and firemen.

5. Length of Service as the Sole Criterion forRetirement.
In the earlier recommendation that the retirement plan retain

some normal retirement age, there is implied that length of service
is not itself an adequate criterion of retirement. This should be
made more explicit.

It would not seem that a policeman or fireman outlives his
usefulness in that job just because he has completed a certain
period of service, apart from his age at such time. The number of
years spent at this work is not necessarily a measure of a capacity
to continue on at the job.

If the system were changed so that service would be the only
reauirement for retirement, the effect of such change could be to
encourage retirement and shifting to other activity after certain
periods of service rather than after certain ages. But at such earlier
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ages, say in the forties and early fifties, these retirees can be
presumed to be entering into other employment. There is an
important question to be raised whether full retirement benefit
rates should be payable at such times—rates which were designed
to be adequate to support a retired man who was not expected to
work at another job—or whether benefits at earlier ages should be
in reduced amounts as a supplement to earnings in the new job.

There is a further point that is the value of future retirement
benefits over a man’s expected lifetime. If benefit dollars were
determined by service alone, then a man retiring at age 40 with
twenty years of service would receive the same annual retirement
allowance as a man retiring at age 50 with the same service. The
younger man’s benefit dollars are worth considerably more, how-
ever, because he will, on the average, receive more years of such
benefit over his longer expected lifetime. Thus, a service-only
benefit would put a further premium on early retirement.

The Commission now turns to a recommendation that the
minimum requirement of 20 years’ service for retirement prior to
age 55 be retained. This needs little elaboration. These police and
fire positions involve an aspect of enlistment in a career for a
specified period of time. Further, there is no demand among the
several legislative proposals which would call for a reexamination
of this provision.

6. Increasing the Level oj Benefits.
An adequate level of retirement income is that level which can

support a person and his wife during the person’s non-productive
years. Retirement pay need not equal full pay because some
expenses are lower in retirement and because additional income tax
exemptions mean a higher per cent of pension income is retained
after taxes.

But if a retirement allowance is adequate by this test of support
during non-productive years, the same allowance may be more than
adequate if it is payable at an age when a man can be presumed to
be entering other employment and earning other income. Thus, the
Commission returns to the argument in favor of the age-related
pension, which is already embodied in the present law.

Several other guidelines are helpful in considering the adequacy
of the benefits. There is wide acceptance that retirement income
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should be related to the salary level achieved in the several years
prior to retirement. This salary level reflects the person’s standard
of living to which his life has become attuned and also reflects the
changes in the level of prices. These principles are also incorporated
in the present law.

The final average salary that determines the retirement allow-
ance is defined as the average compensation received during the
three consecutive years of highest compensation or during the last
three years of creditable service whether or not consecutive, which-
ever is the higher. Several of the bills would substitute the highest
annual salary or the annual rate of compensation at the time of
retirement as the basis for computing the retirement benefit. To be
sure, this proposal, if adopted, would mean some increase in
benefits for police and firemen. But we submit that there is no basis
for singling out this group for special treatment with regard to this
provision of salary base. The Commission would rest on the
presumption that the contributory retirement law should remain
uniform in its application, except where the burden is sustained to
prove the need for exceptional treatment.

This presumption could also guide the response to the several
proposals for providing a higher percentage benefit after 20 years of
service—6s per cent of pay in two bills; 75 per cent of pay in
another—than results under present law in applying the normal
rate of 2.5 per cent times years of service. The approach is a
marked departure from the patterns set down in the contributory
retirement law: not only in eliminating age as a criterion, as we
have already remarked, but in the formula for determining the
retirement allowance.

This is not to say that new departures should be rejected out of
hand. Rather, the Commission suggests that some methods of
attaining an objective may be more in keeping with the established
patterns of existing law. In this vein, we have discussed retaining a
normal retirement age for police and firemen, yet we have sug-
gested consideration of lowering that age from 60 to 55, referred to
as Alternative “B” in Section V of this report. The direct effect of
lowering the normal retirement age would be an increase in the
retirement benefit.

A policeman or fireman retiring at age 55 under present law
receives a benefit computed at the rate of 2 per cent of final
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average pay times his total years of service. For a 30-year man, this
comes to 60 per cent. If the normal retirement age were 55, the
benefit rate of 2.5 per cent would apply at that age, so that a 30-
year man would receive a benefit of 75 per cent of final average
pay.

Another significant effect of the lower normal retirement age
would be an increase in the retirement benefits payable to persons
retiring at earlier ages. It would work this way. Early retirement
would be permitted, just as under present law, after 20 years of
service. Reduced benefits would be payable on account of the
earlier age at retirement, again within the concept of the present
law. The table of reduced benefits, however, would apply the
reduction factors from age 55 instead of from age 60. A comparison
of the table of percentage rates under present law and under the
alternative age-55 plan will also show another change that will
result in higher benefits at earlier ages: under present law the
benefit rate drops from 2.0 at age 55 to 1.4 at age 54. In the
alternative age-55 plan, the benefit rate would be reduced by a
constant 0.1 per cent subtracted at each age.

PercentageFactor
Age Present Alternative
60 2.5 2.5
59 2.4 2.5
55 2.3 2.5
57 2.2 2.5
56 2.1 2.5
55 2,0 2.5
54 1.4 2.4
53 1.3 2.3
52 1.2 2.2
51 1.1 2.1
50 1.0 2.0
49 0.9 1.9
48 0.8 1.8
47 0.7 1.7
46 0.6 1.6
45 0.5 1.5
44 0.4 1.4
43 0.3 1.3
42 0.2 1.2
41 0.1 1.1

Another result of the alternative age-55 plan is an increase in the
benefits for ordinary disability (not job connected) retirements for
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non-veterans. This benefit is payable only to such an employee who
has not attained age 55 at the time of his application for such
retirement. The amount of benefit is determined by the percentage
factor applicable to age 55. That factor is 2 per cent for police and
firemen under present law. It would be 2.5 per cent under the
alternative age-55 plan. Accordingly, for police and firemen who
are not veterans, the ordinary disability benefit would be the same
as if they retired with a like amount of service at the normal
retirement age, that is, without any reduction for the earlier age at
which they actually retire.

The examples arrayed in the text table which follow's compare
the benefits under the present plan with those that would be
payable under each of the proposed bills and with the benefits
under the alternative age-55 plan suggested here for consideration.
That table illustrates that higher benefits would be payable at
earlier ages under the alternative age-55 plan than under the
present plan, but not as high at certain lower ages as called for
under several of the legislative proposals.

7. Implementing an Alternative Plan.
It is evident that enactment of any of the legislative proposals or

of the alternative age-55 plan should have these immediate effects:
induce some numbers of police and firemen to retire sooner than
they would under the present law; and increase the amount of the
disbursements of the employer jurisdictions to pay the increased
retirement allowances to a higher-than-usual number of new pen-
sioners.

As a result thereof, the municipalities must be ready to meet the
increased cost as set forth in Section V of this report.

Of the alternate plans reviewed, the Commission would recom-
mend that the alternate age-55 plan, suggested in this report, meets
the objective of the proposals contained in the several bills referred
to us for investigation and study while maintaining the broader
objective of adhering to the essential concepts of the present
contributory retirement law.

A draft of the legislation necessary to attain this objective is
attached.
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Illustration of Retirement Benefits

Per Cent of Final Average Salary Produced by Present Law and Alternate
Plans at Certain Ages and Years of Service.

ALTERNATIVES.

Legislative Proposals.

Age 55PresentAge and
Service. H. 1109, H. 1898. H. 1903. H. 4464. Plan.H. 1107Law. S. 623.

Age 60
Years of Service

40 80.0% 80.0% 80.0% 80.0% 80.0% 70.0% 78.0% 80.0%
35 80.0 80.0 80.0 80.0 80.0 65.0 74.8 80.0

■■si
30 75.0 75.0 80.0 75.0 75.0 60.0 71.5 75.0

62.5 55.025 62.5 70.0 77.5 62.5 62.5 55.0 68.3 62.5
0 50.0 50.0 50.0 65.0 50.0,0

Age 55
Years of Service

65.0' 74.8% 80.0%
71.5 75.0
68.3 62.5

70.080.0/ 80.0^35

60.0 .0 0.080.030

.0

50, 65.0 50.075.0 46.040.040

Age 50
Years of Service

80.0% 60.0% 30.0% 60.0% 66.0% 60.0'O'

77.5 50.0 25.0 55.0 65.0 50.050.0 25.0 55.0

20.0 50.0 65.0 40.040.020

Age 45
Years of Service

12,

30.010.04010.C 0
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Exhibit A.

Summary of Age-Service Characteristics,
Massachusetts Police and Firemen.

Data on date of birth, length of service, salary, sex, and total
contributions was obtained from 40 per cent random sample ofactive
police and firemen as of December 31, 1966, in all jurisdictions. 1

Data was obtained on all Group 2 members, classified as to whether
regular police, regular firemen, reserve police, call firemen, crossing
guards, and others. Only the data on regular police and regular
firemen i.e. full time persons was used in this study.

For these, the following average statistics were revealed:
Average age was 42.
Average length of service was 13 years.
Average age at entry was 29.
Average salary was $6,660 annually.

A percentage distribution of active full-time police and firemen
by age and length of service is shown below.

Percentage Distribution of Employees in Active Service on
December 31, 1966, by Age and by Years of Service.

Massachusetts Police and Fireme

Years of Service,

Age. Total. 0-4. 5-9. 10-14. 15-19. 20-24. 25-29. 30-34. 35 an<*

I over.

Total I 100% 18.39% 17.47% 18.59% 27.76% 11.82% 4.73% .80% .45%

Under 20 .03 .03 -
- _____

20-24 1.10 1.06 .04 _____

25-29 6.59 5.71 .84 .04 _____

30-34 11.52 5.75 4.96 .77 .04
35-39 19.10 4.28 6.25 6.42 2.12 .04

40-44 24.18 1.00 4.31 7.23 11.02 .59 .04

45-49 17.83 .27 .71 3.35 10.07 3.22 .18 .03
60-54 11.27 .22 .21 .42 3.57 4.91 1.83 .09 .01

55-59 6.10 .05 .09 .20 .76 2.07 1.92 .27 .13
60and over 2.28 .03 .07 .17 .17 .39 .75 .41 .30

Detail percentages may not agree with totals because of rounding.
'Except Lowell, Marlborough, and Essex County. Records from which data was

obtained did not ordinarily indicate whether the active employee is a veteran, eligible
for special non-contributory retirement benefits. Hence, it was not possible to dis-
tinguish between veterans and non-veterans.
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Exhibit B.

Actuarial Basis for Cost Determinations

Massachusetts Police and Firemen.

Method
The entry age normal cost method of calculation was used. This

establishes a level cost, as a percentage of payroll, for funding an
employee’s prospective retirement benefits over his working life-
time, so that a uniform percentage of pay can be assigned as a cost
from his entry into employment until his prospective retirement.

Under this method, the accrued liability is the fund, or amount
of money, which would theoretically be on hand if normal costs
had been paid through all prior years of service of covered em-
ployees.

Assumptions:

For purposes of the calculation, assumptions as to future experi-
ence are determined by the actuary from analysis ofpast experience
under this system, from analysis of relevant experience under com-
parable retirement systems, and from general statistics on mortality.
The assumptions are applied in calculations to the data on active
employees, pensioners, and beneficiaries. The assumptions are:

Mortality Group Annuity Table for 1951
Interest per cent.
Salary progression 1 per cent per year, reflecting promo-

tions only and not cost-of-living adjustments.

Withdrawals None, except upon retirement or earlier
death.

Retirement age Age 60 under existing plan; 26 years of
service under proposed service plans.

Disability rates Rates derived from New York City experi-
ence modified.

It should be noted that certain eligible veterans (employed before
July 1, 1939) may retire under provisions of the non-contributory
laws, receiving, upon retirement, a return of their contributions
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made to the contributory retirement system under which they were
covered. There are certain other groups of employees, who were
mainly employed prior to July 1, 1937 but including some who were
first employed as late as 1947, who are not covered under a con-
tributory system and who also may be eligible to retire under vari-
ous provisions of the non-contributory laws. Since those poten-
tially eligible for non-contributory benefits could not be identified,
calculations were performed on the basis of all present active em-
ployees retiring under the contributory retirement law. This under-
states costs somewhat in relation to present overall benefits, since,
in general, non-contributory benefits are higher than contributory
benefits and are elected by those who qualify. The costs of im-
proved contributory benefits for police and firemen may not be
similarly understated, since these may be more valuable than alter-
native non-contributory benefits and, if so, wr ould be elected.
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Exhibit C.

Summary of Contributory Retirement System Death and

Disability Benefits for Group 2 Employees.

Ordinary Disability Benefits.
Non Veterans.

Qualifications: Permanent disabl
15 or more years of service.

ment, occurring before age 56 and after

Benefit: 2.0 per cent of final salar (3 year average) times years of service

Veterans.
Qualifications: Permanent disabl

10 or more years of service.
ment, occurring before age 65 and after

Benefit: 50 per cent of final salary (last 12 months’ salary) plus actuarial
equivalent of member’s contributions.

Qualifications: Permanent disablement from occupational accident or
hazard.

Benefit: 66.7 per cent of final salary plus $312 per year for each child
under 18 plus actuarial equivalent of member’s contributions.

Qualifications: Death before retirement.
Benefits: (a) If Option D elected 66.7 per cent of member’s benefits

under Option C (Joint and Survivor Option).

or if higher

(6) If at least 2 years of service—sloo per month to widow,
plus $5O per month for one child under 18, $35 per month for each addi-
tional child under 18.

Accidental Disability Benefits.

Ordinary Death Benefits.
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Accidental Death Benefits.
Qualification: Death before retirement, from occupational accident or

hazard.

Benefits: 66.7 per cent of final salary (higher of rate as of date of death
or pay in final 12 months) plus $312 for each child under 18, plus return of

September 29, 1967.
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In the Year One Thousand Nine Hundred and Sixty-Seven.

An Act providing for a change in the method of computing

RETIREMENT ALLOWANCES FOR POLICE OFFICERS AND FIRE
FIGHTERS IN THE CITIES AND TOWNS OF THE COMMONWEALTH.

Be it enacted by the Senate and House of Representatives in
General Court assembled, and by the authority of the same, as
follows:

Section 1. Section 1 of chapter 32 of the General Laws is
hereby amended by striking out the definition “Maximum
Age”, as appearing in section 1 of chapter 321 of the acts of
1958, and inserting in place thereof the following defini-
tion;—“Maximum Age”, the age on the last day of the
month in which any member classified in Group 1 as provided
for in paragraph (g) of section three attains age seventy, or if
classified in Group 2 or Group 4 attains age 65, or if classified
in Group 3 attains age 55.

1
2
3
4
5

6
7
8
9

Section 2. Subdivision 2 of section 3 of said chapter 32 is
hereby amended by striking out in paragraph (g), as most
recently amended by section 1 of chapter 514 of the acts of
1964, under the heading “Group 2”, the words “Members of
police and fire departments not classified in Group 1.”

1
9

3
4
5

Section 3. Said subdivision 2 of said section 3 of said
chapter 32 is hereby further amended by adding at the end of
paragraph (g) the following new subparagraph:—“Group
4”-—Members of police and fire departments not classified in
Group 1”.

1
9

3
4
5

Section 4. Paragraph (a) of subdivision 1 of section 5 of
said chapter 32, as most recently amended by section 4 of
chapter 321 of the acts of 1958, is hereby further amended by
adding after the words “Group 2” the words:—“or Group
4”.

1
9

3
4
5

CJje Commontoealtf) of epassactnisetts

Section 5. Paragraph (a) of subdivision 2 of said section 5
of said chapter 32, as most recently amended by section 1 of

1
2
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3 chapter 274 of the acts of 1966, is hereby further amended by
4 adding after the words “Group 2” the following words; —“or
5 Group 4”.

1 Section 6. Paragraph (a) of section 2 subdivision of said
2 section 5 of said chapter 32, as most recently amended by the
3 provisions of section 1 of chapter 274 of the acts of 1966, is
4 hereby further amended by striking out the table as appear-
-5 ing therein and inserting in place thereof the following new
6 table:—

Percentage of the Amount op Average Annual Rate op Regular Compen-
sation to be Multiplied by the Number op Years op Creditable Service.

Age Last Birthday at Date of Retirement.
Per Cent Group 1 GroupS Group J+

2.5 65 or over 60 or over 55 or over
2.4 64 59 54
2.3 63 58 53
2.2 62 57 52
2.1 61 56 51
2.0 60 55 50
1.9 59 49
1.8 58 48
1.7 57 47
1.6 56 46
1.5 55 45

1 Section 7. Paragraph ( b ) of said subdivision 2of said
2 section 5 of said chapter 32, as most recently amended by
3 section 1 of chapter 190 of the acts of 1961, is hereby further
4 amended by adding after the words “Group 2”, the words;—
5 “or Group 4”.
1 Section 8. Paragraph (c) of said subdivision 2of said
2 section 5 of said chapter 32, as most recently amended by
3 section 2 of chapter 274 of the acts of 1966, is hereby further
4 amended by adding after the words “Group 2”, the words:—
5 “or Group 4”.
1 Section 9. Subdivision lof section 6of said chapter 32, as
2 most recently amended by section 2 of chapter 514 of the acts
3 of 1964, is hereby further amended by striking out in the first
4 line the words:—“Classified in either Group 1, Group 2 or
5 Group 3”.
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1 Section 10. Paragraph (a) of subdivision 2of said section
2 6 of said chapter 32, as most recently amended by section 3 of
3 chapter 514 of the acts of 1964, is hereby further amended by
4 adding after the words “Group 2” the words: —“or Group
5 4”.

1 Section 11. Paragraph (6) of said subdivision 2of said
2 section 6 of said chapter 32, as most recently amended by
3 section 3 of chapter 514 of the acts of 1964, is hereby further
4 amended by adding after the words “Group 2” the words:—
5 “or Group 4”.

1 Section 12. Subdivision lof section 7of said chapter 32,
2 as most recently amended by section 12 of chapter 321 of the
3 acts of 1958, is hereby further amended by adding after the
4 words “Group 2” the words:—“or Group 4”.

1 Section 13. Paragraph (a) of subdivision 2of said section
2 7 of said chapter 32, as most recently amended by section 13
3 of chapter 321 of the acts of 1958, is hereby further amended
4 by adding after the words “Group 2”, the words:'—“or Group
5 4”.

1 Section 14. Paragraph (b) of subdivision (2) of said
2 section 7 of said chapter 32, as most recently amended by
3 chapter 81 of the acts of 1962, is hereby further amended by
4 striking out the words “Group 2” and inserting in place
5 thereof the words:—“Group 4”.

1 Section 15. Paragraph (a) of subdivision 3of said section
2 7 of said chapter 32 is hereby amended by striking out the
3 words “Group 2 or Group 3” and inserting in place thereof
4 the words;—“Group 2, Group 3 or Group 4”.

1 Section 16. Paragraph (6) of said subdivision 3of said
2 section 7 of said chapter 32, as most recently amended by
3 section 16 of chapter 321 of the acts of 1958, is hereby further
4 amended by striking out the words “Group 2 or Group 3” and
5 inserting in place thereof the words:—“Group 2, Group 3 or
6 Group 4”.
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Section 17. Subdivision 1 of section 10 of said chapter 32,
as most recently amended by section 2 of chapter 190 of the
acts of 1961, is hereby further amended by adding after the
words “Group 2” the words:—“or Group 4”.

1
9

3
4

2 32, is hereby further amended by striking out the last two
3 sentences as appearing in section 2 of chapter 190 of the acts
4 of 1961 and inserting the following three sentences: —

5 Such retirement allowance of any member classified in
6 Group 1 or Group 2 shall be determined and computed in
7 accordance with the provisions of paragraphs (a) and (6) of
8 subdivision (2) of section five, and subject to the limitations
9 set forth in paragraphs (c) and (d) of said subdivision (2),

10 and shall be based on such member’s age and number of years
11 and full months of creditable service on the date the retire-
12 ment allowance becomes effective, and if such retirement allow-
13 ance becomes effective before such member has attained age
14 fifty-five the per cent to be used in computing such retirement
15 allowance shall be the per cent for age fifty-five as appearing
16 in the table in paragraph (a) of said subdivision (2) with one
17 tenth of one per cent subtracted for each year the age at last
18 birthday preceding retirement is under age fifty-five. If any
19 such member, classified in Group 1 or Group 2, has not
20 attained age fifty-five on the date of his termination of
21 service the normal yearly amount of such allowance shall be
22 equal to that prescribed for a member classified in Group 1;
23 otherwise it shall be equal to that prescribed for a member in
24 the group in which he is classified. The retirement allowance
25 of any member, classified in Group 4, who is eligible to
26 receive a superannuation retirement allowance under the
27 provisions of this subdivision shall be determined and com-
28 puted in accordance with the provisions of paragraphs (a)
29 and (b) of subdivision (2) of section five and subject to the
30 limitations set forth in paragraphs (c) and (d) of said
31 subdivision (2) shall be based on such member’s age and
32 number of years and full months of creditable service on the
33 date the retirement allowance becomes effective, provided
34 that if such member, classified in Group 4, has not attained
35 age forty-five on the date of his termination of service the

1 Section 18. Said subdivision (1) of section 10 of chapter
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36 normal yearly amount of such allowance shall be equal to
37 that prescribed for a member classified in Group 1, and if
38 such retirement allowance becomes effective before such
39 member has attained age forty-five the per cent to be used in
40 computing such allowance shall be the per cent for age forty-
-41 five as appearing in paragraph (a) of said subdivision (2)
42 with one tenth of one per cent subtracted for each year of the
43 age at last birthday preceding retirement is under age forty-
-44 five.

1 Section 19. Paragraph (a) of subdivision 2of section 10 of
2 said chapter 32, as most recently amended by section 1 of
3 chapter 516 of the acts of 1962, is hereby further amended by
4 adding in the second sentence after the words “Group 2” the
5 words: —“or Group 4”.

1 Section 20. Paragraph (6) of said subdivision 2of said
2 section 10 of said chapter 32, as most recently amended by
3 section 18 of chapter 321 of the acts of 1958, is hereby further
4 amended by adding after the words “Group 2” the words: —

5 “or Group 4”.

1 Section 21. Paragraph (6) of subdivision lof section 16 of
2 said chapter 32, as most recently amended by section 19 of
3 chapter 321 of the acts of 1958, is hereby further amended by
4 adding after the words “Group 2” the following words:—“or
5 Group 4”.

1 Section 22. Subdivision 2of said section 16 of said chapter
2 32, as most recently amended by section 1 of chapter 114 of
3 the acts of 1962, is hereby further amended by adding in the
4 first sentence after the words “Group 2” the following words;
5 —“or Group 4”.

1 Section 23. Subdivision 3of said section 16 of said chapter
2 32, as most recently amended by section 2 of chapter 114 of
3 the acts of 1962, is hereby further amended by adding in the
4 first sentence thereof after the words “Group 2” the following
5 words:—“or Group 4”.


