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I. INTRODUCTION

i

Chapter 24 of the Resolves of 1968, approved April 25, 1968, direct-
ed the Retirement Law Commission to study the subject matter of
several bills which would affect widows’ benefits and allowances;
and to report to the General Court by the third Wednesday of
December, 1968.

The costs attendant to the several proposals are set forth in
this report, together with selected background material. It is hoped
that the information and observations presented 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.
These Boards furnished data in respect of other studies undertaken
by the Retirement Law Commission; and the availability of this
data made possible the preparation of these studies and their
presentation to the General Court in a timely manner.

The actuarial studies have been prepared by Martin E. Segal
Company, Incorporated. Jack M. Elkin, A.S.A., and Michael Kap-
lan of its actuarial staff, performed the actuarial calculations.
Sherman G. Sass, John van Steenwyck, and Matthew J. Ryan
also participated in the work of Martin E. Segal Company in the
preparation of the report presented here by the Massachusetts
Retirement Law Commission.

A brief restatement of the several forms and types of benefits
payable on the death of members will provide a helpful back-
ground to this study of the proposed changes in certain of these
benefits.

The Contributory Retirement Law distinguishes between acci-
dental deaths, those arising from job-connectedInjuries, and ordin-
ary deaths.

Section 9 of Chapter 32 provides in the case of job-connected
accidental death; (1) a lump sum refund of the member’s accumu-
lated deductions, including credited interest; and (2) an annual

11. PRESENT BENEFITS FOR WIDOWS
AND OTHER SURVIVORS
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pension equal to two-thirds of the member’s final annual salary,
plus $312 a year for each child under 18, or physically or men-
tally incapacitated, subject to a maximum of the amount of an-
nual salary.

Benefits on account of ordinary death before retirement are
less generous, as would be expected. They are also more complex
because there are several alternate possibilities or options. First,
there are the options available to the member in respect of his
providing in advance for the payment of a benefit should he die
before he retires.

A member may designate a beneficiary to receive the amount
of the accumulated total deductions credited to his account at the
time of his death, following the rules of Section 11 (2) (c). Or
such member may invoke Option D, the Member-Survivor Allow-
ance, under Section 12, by designating a beneficiary from among
the specified eligible class to receive such survivor allowance. Such
eligible class is limited to spouse, child, father, mother, sister,
or brother of the member. The amount of the survivor allowance
is equal to two-thirds of the actuarially reduced amount that
would have been payable to the deceased member under Option
C, the Joint and Survivor Option, had he retired on the date of
his death. If the member dies before age 55, the actuarial fac-
tors for this Member-Survivor Allowance are determined as if he
had attained age 55 on the date of his death, with the survivor’s
age being advanced a like number of years and/or months. In
computing the Option D benefit, each of these factors is pertin-
ent: the member’s age, salary, and years of creditable service,
just as in the determination of a normal retirement allowance;
and also the age and sex of the designated beneficiary, as in the
determination of a “regular” joint and last survivor allowance.

In the event of conflict; that is, if the member attempted to
invoke both Section 12 and Section 11 by designating beneficiaries
under each, the designation under Section 12, Option D, would
control.

If the member filed no designation of beneficiary under either
Section 11 or Section 12, and if a spouse survives, the spouse can
elect either the refund under Section 11 or the Option D under
Section 12.
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But under certain specified conditions, the surviving spouse has
one other option, and it is this further option that is the subject
of this study.

Section 128 provides an allowance of $lOO a month to a widow
of a member in service who had at least two years of creditable
service if the widow and the member were married for at least
one year, and were living together at the time of death of the
member. There is an additional allowance of $5O a month for
one child under 18, or if over said age if physically or mentally
incapacitated from earning on the date of death of the member,
and $35 a month for each additional child. The maximum total
allowance under Section 128 cannot exceed the member’s annual
rate of regular compensation receivable on the date of his death.

Section 128 also provides that if there is no surviving widow,
or if the widow dies, the widow’s allowance plus all the children’s
allowances are to be paid in equal shares for such surviving chil-
dren to a legal guardian.

In the case of the death of a female member who had two years
of creditable service and who leaves a surviving husband and
children, under 18, or if over said age if physically and mentally
incapacitated from earning on the date of death of the member,
the surviving husband is paid an allowance for the benefit of such
children of $5O a month for one child and $35 a month for each
additional child. If there is no surviving husband, or if the sur-
viving husband dies, there is an additional $lOO a month added
to the children’s shares, and the total is paid in equal shares
for the surviving children to a legal guardian.

At this point, it should be stated that Section 12 (2) (d)
provides that the Option D benefit to a surviving widow of a de-
ceased member who had at least two years of creditable service,
and to whom the widow has married at least three years, (see
that 128 obtains if the member and widow were married at
least one year ) shall not be less than the widow’s allowance under
Section 12B; that is, $lOO a month.

This “Option D-128 related benefit” of $lOO a month, remains
in effect only until the widow remarries; then it reverts to the
“regular” lower monthly payment under Option D for the remain-
der of the widow’s life.
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Under Section 128, however, the benefit terminates when she
remarries. Thereupon, all benefits for children under 18 are re-
computed at $35 a month for each child.

Section 128, and the 128 effect of Option D, were first adopted
in 1958 and became effective in respect of deaths occurring on
and after July 1, 1958.

In summary, the law until 1958 provided a widow the option
of a lump sum refund of her husband’s accumulated contributions
with credited interest or a survivor’s option of an annual allow-
ance for life in an amount actuarially reduced from the member’s
accrued retirement benefit at the time of his death. The legisla-
ture determined in 1958 that only minimal benefits would result
to widows of members who died after short service (or at low
salaries after longer service) under either option; and so it pro-
vided for a minimum benefit in a certain dollar amount of $lOO
a month to the widow while she remained unmarried and $5O
for the first child and $35 for additional children.

Now, ten years later, there are several proposals to increase the
minimum payments to widows and for surviving children by
amending Section 128.

Two of the proposals would amend another provision, Section
101, which grants widows’ benefits of $1,200 a year, while re-
maining unmarried, to widows of employees who were retired for
accidental disability and who had no opportunity to elect any
survivor’s benefits under the provisions of either the contributory
or the non-contributory sections of Chapter 32.

The Resolve refers these legislative proposals to the Commission:

S. 5Jf6
Amend section of law; Chapter 32, Section 128

Widow’s benefit from $lOO to $l5O a month.
First child’s benefit from $5O to $100; other
children’s benefit from $35 to $75.

Increase in amount:

Amend definition of children to extend be-
yond age 18 if attending school or college to
21 or baccalaureate degree.

Other changes:

111. SUMMARY OF LEGISLATIVE PROPOSALS
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H. 1501
Amend section of law: Chapter 32, Section 128
Increase in amount: Widow’s benefit from $1Widow’s benefit from $lOO to $165.
Other changes: None

H. 1883
Amended section of law: Not cited.
Increase in amount: Widow’s benefit from $lOO to $l5O.

First child’s benefit from $5O to $75.
Other children’s benefit from $35 to $5O.
NoneOther changes:

H. 2571
Amended section of law: Chapter 32, Section 128.
Increase in amount; Widow’s benefit from $llWidow’s benefit from $lOO to $167.
Other changes: None

H. 328
Amended section of law: Chapter 32, Section 101.
Increase in amount: Widow’s benefit from $1Widow’s benefit from $1,200 a year to $1,500.
Other changes: None

H. 1522
Amended section of law: Chapter 32, Section 101.
Increase in amount;

Other changes:
Widow’s (benefit from $1,200 a year to $2,500.
Amends Section 101 to provide a benefit for
widows of disability pensioners who retired
under Sections 6 and 7 of Chapter 32.

NOTE; This bill adds ordinary disability pensioners, but also
limits the application of Section 101 to contributory
pensioners only.

The common objective of the four proposals that pertain to
Section 128 is to increase benefits. Each would increase the
widow’s benefit from $lOO a month; two would also increase the
allowance to surviving children; and one would amend the defini-
tion of children to extend beyond the age of 18 if attending school
or college to 21 or baccalaureate degree.

In order to understand the projection of expected additional
costs on account of each of these proposals, it will be helpful to
review the actuarial assumptions underlying these studies. These
are summarized in Appendix A. One key factor should be ex-
panded on here.

IV. COST ESTIMATES FOR ALTERNATE PROPOSALS



HOUSE —No. 4110. [Jan.10

As the minimum level of benefits is increased under Section 128,
there will be an increase in the percentage of widows who will elect
Section 128 and a decrease in the percentage who will receive the
unadjusted Option D benefits. Accordingly, while the total for
both Option D benefits and Section 128 benefits would be in-
creasing over the ten-year period used in the projections, the
component parts would be changing at different rates and, in fact,
would be moving in different directions.

Based on an analysis of recent experience under the survivor’s
benefits, approximately one out of five surviving widows on the
rolls is receiving Section 128 benefits; and the remaining four are
receiving the unadjusted Option D benefit. If there is no change in
the present law, this ratio is expected to change to one out of three,
over time. This projection reflects the fact that Section 128 was
only adopted in 1958, and the full impact of this new survivors’
benefit is yet to come.

If the law is changed by the adoption of one or another of the
proposed bills, this increase in election of Section 128 benefits
would accelerate, and ultimately the number of Section 128 bene-
ficiary units (widows and children of a deceased working member
are counted as a unit) may be expected to overtake those under
Option D, to this extent: from two Option D to one Section 128
beneficiary unit as projected above; to almost three Section 128
beneficiary units to one Option D unit. Under s. 546, referred to
as Alternative No. 1 in the tables, this ultimate ratio in favor of
Section 128would be even higher, almost seven to one.

The estimated cost effects of the four proposals for increasing
Section 128 benefits are arrayed in these tables, which follow at
the end of this section.

Expected Benefit Payments under Option D
According to Present Provision and Alternate
Proposals

Table 1

Expected Benefit Payments under Section 128
According to Present Provision and Alternate
Proposals

Table 2

Expected Benefit Payments under Section 128
and Option D According to Present Provision
and Alternate Proposals

Table 3
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Table 4 Increases in Expected Benefit Payments under
Section 128 and Option D due to Alternate
Proposals to Amend Section 128

Table 5 Percentage Increases in Expected Benefit Pay-
ments under Section 128 and Option D due
to Alternate Proposals to Amend Section 128

Table 6 Percentage Increases in Expected Contributory
Pension Payments due to Alternate Proposals
to Amend Section 128

These projections of estimated costs should be considered more
as broad gauges of expected experience than as precise forecasts.
They are intended to represent comparative measures of costs of
alternate proposals rather than to provide specific projections of
dollar amounts. For example, as is explained in the statement of
actuarial methods on page IV-10, no allowance is made here for
the effect of cost-of-living adjustments.

Accordingly, Tables 5 and 6, which reduce the analysis to per-
centages of change, should be more useful and helpful to an un-
derstanding of the estimated cost impact than the earlier tables
which list dollar amounts. The earlier tables are included, never-
theless; but mainly to illustrate the methods and steps in the
analysis leading to the percentage indicators.

Referring to Table 5, the eighth year, 1975, shows an increase
of 70 per cent in the combined Section 128 and Option D pay-
ments for Alternate Proposal #1 over the expected level of pay-
ments in that year if no change is effected; and an increase of
about 50 per cent for the remaining three proposals. Table 6 ex-
presses these percentages of increased cost in terms of estimated
percentages of total contributory pension payments for the indicated
years 1968 through 1975. For 1975, Table 6 shows a range of such
increase in overall costs on account of these proposed changes,
from 1.7 per cent to 2.3 per cent.

In respect of the proposed changes to Section 101 benefits, we
present no cost estimates here. The data on which these studies
are grounded was collected from the contributory retirement boards
of the Commonwealth for purposes of other, earlier actuarial and
statistical analyses. A review of that data revealed that there was
little or no separate identification of Section 101 beneficiaries.
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We would report, however, that any increase in the benefit
amount would represent only a fractional increase, percentage-
wise, in the total of pension payments because the class of eligible
beneficiaries is very narrow.

TABLE i
Expected Benefit Payments for all Retirement Systems under Option D

According to Present Provision and Alternate Proposals

Alternate Proposals

S. 546 H. 1501 H. 1883 H. 2571
Present

Year Provision #1 #2 #3 #4
1968 53,601,800 53,564,700 53,616,800 53,616,800 53,616,800
1969 3,539,300 3,425,800 3,582,900 3,582,900 3,582,900
1970 3,482,900 3,301,400 3,553,000 3,553,000 3,553,000
1971 3,431,300 3,186,900 3,524,400 3,524,400 3,524,400
1972 3,383,200 3,080,500 3,497,700 3,497,700 3,497,700
1973 3,340,000 2,981,600 3,475,400 3,475,400 3,475,400
1974 3,299,100 2,891,400 3,452,200 3,452,200 3,452,200
1975 3,262,000 2,808,600 3,431,100 3,431,100 3,431,100

TABLE 2
Expected Benefit Payments for all Retirement Systems under Section 128

According to Present Provision and Alternate Proposals

Alternate Proposals

S. 51f6 H. 1501 H. 1883 H. 2571
Present

Year Provision #1 #2 #3 #4
1968 51,247,600 51,594,700 51,454,700 51,480,300 51,456,900
1969 1,355,200 2,372,700 1,959,100 2,034,200 1,965,600
1970 1,452,400 3,085,400 2,420,900 2,541,700 2,431,300
1971 1,541,400 3,739,300 2,849,200 3,011,000 2,862,500|
1972 1,624,200 4,345,400 3,240,600 3,440,200 3,257,600
1973 1,698,600 4,898,600 3,598,500 3,833,600 3,619,500
1974 1,769,000 5,410,500 3,932,000 4,198,900 3,956,000
1975 1,833,100 5,880,700 4,237,200 4,536,400 4,262,100
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TABLE 3
Expected Benefit Payments for all Retirement Systems

under Section 128 and Option D
According to Present Provision and Alternate Proposals

Alternate Proposals

S. 51f6 H. 1501 H. 1883 H. 2571
Present

Year Provision #1 #2 #3 #4

1968 $4,849,400 $5,159,400 $5,071,500 $5,097,100 $5,073,700
1969 4,894,500 5,798,500 5,542,000 5,617,100 5,548,500
1970 4,935,300 6,368,800 5,973,900 6,094,700 5,984,300
1971 4,972,700 6,926,200 6,373,600 6,535,400 6,386,900
1972 5,007,400 7,425,900 6,738,300 6,937,900 6,755,300
1973 5,038,600 7,880,200 7,073,900 7,309,000 7,094,900
1974 5,068,100 8,301,900 7,384,200 7,681,110 7,408,200
1975 5,095,100 8,689,300 7,668,300 7,967,500 7,693,200

TABLE 4

Increases in Expected Benefit Payments for all Retirement Systems under
Section 128 and Option D due to Alternate Proposals to Amend Section 128

Alternate Proposals

S. 5Jf6 H. 1501 H. 1883 H. 2571

Year #1 #2 #3 #4
1968 $ 310,000 $ 222,100 $ 247,700 $ 224,300
1969 904,000 647,500 722,600 654,000
1970 1,451,500 1,038,600 1,159,400 1,049,000
1971 1,953,500 1,400,900 1,562,700 1,414,200
1972 2,418,500 1,730,900 1,930,500 1,747,900
1973 2,841,600 2,035,300 2,270,400 2,056,300
1974 3,233,800 2,316,100 2,583,000 2,340,100
1975 3,594,200 2,573,200 2,872,400 2,598,100
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TABLE 5

Percentage Increases in Expected Benefit Payments for ail Retirement
Systems under Section 128 and Option D due to Alternate Proposals

to Amend Section 128

Alternate Proposals

S. 51,6 H. 1501 H. 1883 H. 2571

Year #1 #2 #3 ttl,

1968 6.4% 4.6% 5.1% 4.6%
1969 18.5 13.2 14.8 13.4
1970 29.0 21.0 23.5 21.3
1971 39.3 28.2 31.4 28.4
1972 48.3 34.6 38.6 34.9
1973 56.4 40.4 45.1 40.8
1974 63.8 45.7 51.6 46.2
1975 70.5 50.5 56.4 51.0

TABLE 6

Percentage Increases in Expected Contributory Pension Payments for all
Retirement Systems due to Alternate Proposals to Amend Section 128

Alternate Proposals

S. 51,6 H. 1501 H. 1883 H. 2571

Year #1 #2 #3 #l,

1968 .3% .2% .3% .2%
1969 .9 .6 .7 .6

1970 1.3 .9 1.0 .9
1971 1.6 1.2 1.3 1.2
1972 1.9 1.3 1.5 1.3

1973 2.1 1.5 1.6 1.5
1974 2.2 1.6 1.8 1.6
1975 2.3 1.7 1.9 1.7
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The actuarial assumptions are as follows:

3. Estimated number of dependents of a deceased employee is 2.64.
4. Expected percentage of new pensioners that will choose op-

tion 12D is 24.8, except that for the proposal providing $l5O
per month to the widow (widower), $lOO per month for the

| first child and $75 per month for each additional child, the ex-
pected percentage is 12.7.

5. Cost of living adjustments were not taken into account in the
cost estimates.

1. In Re Bills Proposing Increased Benefits for Survivors and
Children

Before the adoption of Section 128 in 1958, benefits for survivors
of a member were determined either by (1) the member’s wage
and service record as reflected in his accumulated contributions;
or (2) the member’s wage and service record, his age at death, and
the age of the surviving widow, as reflected in the Option D Mem-
bers’ Survivor benefit. The Option D benefit represents the ac-
crued benefits theory of survivor allowances: The member ac-
crues rights to a deferred retirement benefit during his working
career. If he does not survive to retirement so that he can draw
on this accrued account, the actuarial equivalent of his accrued
benefits at death becomes payable to his survivors. The alternate
benefit of a refund of accumulated contributions requires no
elaboration. It rests on the proposition that a member retains his

Neither alternative is concerned with the actual or presumed
financial needs of the survivors of the retired worker.

In 1958, with the adoption of Section 128 and with the amend-

1. Number of pensioners (wife and child (ren) considered as one
pensioner) in force will remain constant at 3602.

2. Expected pensioner turnover is 290 per year.

in his own contributions, which he can reclaim when he
terminates his service for any reason.

ACTUARIAL ASSUMPTIONS

V. DISCUSSION AND RECOMMENDATIONS
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ment to the Option D provisions of the law, the legislature added
this additional criterion: whether the Option D benefits meet the
minimum presumed financial needs of the survivors of the work-
ing member. This additional criterion was written into the Con-
tributory Retirement Law by these additions: (1) a surviving
widows’ and children’s benefit, Section 128, as an alternate to Op-
tion D; and (2) a minimum, or floor, to the Option D allowance
to a widow.

For purposes of this report, the Commission accepts this basic
policy underlying the sections of the law under study; and does not
propose to reconsider the justification for this policy.

The Commission recommends that no action be taken at this
time on the proposals as contained in S. 546, H. 1501, H. 1883, and
H. 2571 as such proposals would increase the widows’ and chil-
dren’s allowances as provided in Section 128 or continue such al-
lowances beyond the age eighteen specified in the present statute.

The Commission has, however, revised two separate and distinct
approaches that might permit justification of certain adjustments
in the amounts received by widows and children. These adjust-
ments would reflect a true relationship to the needs of the sur-
vivors as such needs would be related to the standard of living and
cost of living.

At this time, the Commission, through the resolve contained in
Appendix A, is requesting a continuance of the date in which to file
a final report on such aspects to March 15, 1969.

2. In Re Bills Proposing Increases in, or Extension of, Allow-
ances For Widows under Section 101

Under the present law, no disability pensioner whether re-
tired for ordinary or accidental disability has the option to elect
to provide for an annual allowance to a surviving widow. Section
101, providing benefits to certain widows of pensioners retiring
because of accidental disability, was first adopted in 1964 and per-
tains only to widows of such pensioners who had been retired for
accidental disability, under either the contributory or non-con-
tributory sections, and who were unable to make any provision for
annual allowances to surviving widows, and who die after retire-
ment.

Payment of an allowance under Section 101 is limited by the pro-
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vision that the allowance provided therein in “in the alternative”
to any other allowance which such widow may be eligible to re-
ceive under any other section of Chapter 32. The election of such
other allowance (accidental death payments under either the con-
tributory or non-contributory section) precludes any payments
being made under Section 101.

We do not have data reflecting sufficient experience under this
Section either to estimate the cost of any proposed increase (from
$l2OO a year to $l5OO or to $2500) or to evaluate the need for any

* increase.
*

The Commission recommends that no action be taken on the
proposals as contained in H. 328 and H. 1522, as such
proposals would increase the amount of $l2OO as presently pro-
vided in Section 101, and that no action would be taken on H. 1522
as that part of such proposal would limit the allowance of $l2OO
presently provided in Section 101 to only those persons retired
under Section 6 (Ordinary Disability) and Section 7 (Accidental
Disability) those sections of the General Law, Chapter 32, which
relate only to contributory pensions and retirement allowances.

The Commission does recommend, however, that Section 101 be
amended so as to include allowances for widows of such employees
as had been retired for Ordinary Disability, and who also had no
right at the time of retirement to elect an option which would pro-
vide for an allowance payable to their widows.

The enactment of Appendix B, as attached, will accomplish this
purpose.

Whereas the intent of the proposed legislation embodied in this
Resolve, had already been enacted into law see Chapter 700,
Acts of 1968 the Commission has refrained from undertaking
the investigation and study required by this Resolve.

3. In Re Resolve 112

1
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Resolve providing for extending the period during which
THE RETIREMENT LAW COMMISSION SHALL FILE ITS FINAL REPORT
ON THE INVESTIGATION AND STUDY REQUIRED ON SUCH COMMIS-
SION UNDER THE PROVISIONS OF CHAPTER 24 OF THE RESOLVES OF
1968.

1 The period during which the Retirement Law Commission
2 shall file with the Clerk of the House its final report on the in-
-3 vestigation and study required of such Commission under the
4 provisions of Chapter 24 of the Resolves of 1968 is hereby ex-
-5 tended to March fifteen, nineteen hundred and sixty-nine.

APPENDIX A.
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Act providing for the payment of an allowance to widows
of employees retired for reasons of disability.

An

Section 1. Section 101 of Chapter 32 of the General Laws,
as most recently amended by Chapter 176 of the Acts of 1968,
is hereby further amended by striking out in the first sentence,
in lines three and four, the words: by reason of injuries sus-
tained while in the performance of his duty.

1
I 2

3
4
5

Section 2. This act shall take effect as of January first,
nineteen hundred and sixty-nine.

1

APPENDIX B.

(T!tp fflnmmomjwalttf of fUassarljuarttn

2
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