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Dear Dr. Epstein:. = . - .- MDBILITY OF. LAW ENFORCEMENT OFFICERS :
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: As Project D1rector for Portable Pen%1ons for ‘Law Enforcement,i*

\ Officers- Feasibility Study,. I am ‘happy -to forward to you the results '
of this study. It is our hope that the information set forth in this U
report, together with the recommendations, will be of a331stance in. the

{ efforts of the Department of Justlce to strengthen law enforcement ;f '
;throughout the country. i e :

) The data set forth in this report should provrde the reader
| with a greater. understanding of. the- present situdtion as it relates to -
~ the mobility of law enforcement officers. We believe that the alterna--
tive approaches suggested herein with the aim of 1mproving police
- mobility will be useful 1n portraying the- scope of poss1b1e solutions
: to the problem. s . i :

_ However as’ requested ‘we have also set forth spec1f1c rec-'
commendations for attacklng the ‘problem. * Your cooperation in working
W1th us throughout the preparatlon of this report 10 very much apprec1ated

| Respectf 11y subm ted

K. Leslie'ieonArd
President
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- 'f': Dear Dr. Leonard. '

MOBILITY OF LAW ENFORCEMEN'I‘ OFFICERS

¢

o . We have pleasure in furnishing herewith our report on the role of pension
,Q“frights and expectations as related to.the mobility of law énforcement officers '
~ ' throughout the United. States, ‘the need for action in improving the transferability
e of pension rights, and the steps which might best be taken to bring this about.,
’T~i This report opens with a statistical review of the facts as they presently
'exist.. This ‘provides a- necessary background for the discussion and evaluation

of ten alternative approaches which are then presented '1"

R Our conclusions and recommendations as . to which of these provide the most
""’,practical and effective approach are presented on pages 81—4. '

et e Greater detail as to several aspects of thls whole matter is presented in__f"
® , - the Appendix which includes statistical tables reflecting the status of present . .
i I plans, and further discussions of vesting, portability, reciprocity, and trans- .

W ferability of pension rights and .the. respective roles of the federal and state
o governments in taking the steps which are necessary. S

. Respectfully submitted \ S
L {'_;ALEXANDER & ALEXANDER INC.
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© LAW ENFORCEMENT OFFICERS

" THE ROLE OF PENSION RIGHTS AND; EXPECTATIONS

 PROPOSALS FOR TRANSFERABLE PENSIONS




: . . INTRODUCTION .

In the never ceasing battle against crime, the strengths and skills of

-.450 000 men are pitted each day against criminal and disturbing elements of »
1every type throughout America., :

The success of these dedicated men is only partial Three quarters of
all offenders in property crimes and 40% of those committing crimes of ;, .

' _violence are never apprehended -The police more than anybody, are frustrated
by the wide g8ap. between the task they are expected to perform and the methods
at their disposal to perform it. y '

" One serious limitation affecting the way in which these law enforcement v
officers are working arises from the fact that they are distributed among an -
extraordinarily large number of separate and independent units. Rather than
constituting a single’ cohesive army engaged in a coordinated battle against »
crime on a nationwide basis, these law enforcement officers are: employed by more
) than 40 000 ‘separate agencies, each with its own internal organization, lines of -
authority, territorial boundaries, equipment recruitment program, pay scale,' ’
, fringe benefits, and prospects for promotion on the part of the 1ndividual officer.>
A iaw enforcement officer wishing to- advance his position by transfer of his i, |
Vemployment from one agency to another, is faced with serious handicaps.' Firstly,"

the agency to which he is interested in mov1ng may not permit "lateral entry",
| that is employment (above the most junior level) of a man having experience with
a difrerent law enforcement agency.‘ ‘Secondly, he faces in many ‘cases the loss>

of his accrued pension ‘rights by reason of transfer to the other agency.

In the field of, law enforcement, pension rights loom very large in the~,

. thinking of men whose work brings them into daily contact with danger of

” many kinds., In the areas where crime: is at its’ worst,. physical danger is Co

o correspondingly high, and working conditions often unpleasant the thought

of ultimate retirement on pension has-a correspondingly greater appeal » N
Regardless of location the relative value of the retirement pension is- :r‘,»—
greater among law enforcement officers than among almost _any ‘other’ occupa—-"
~tional group. ~The thought of losing: this pension by reason of a change of

' position can, and does understandably prevent many a police officer from

'moving to a job in which his prOSpects are greater and his skills and strengths
can be more effectively employed S : : : ' Co '



Not only are there a vast number of separate law.enforcement agencies'
the great majority of these have very small numbers of men employed _With'a i
- nationw1de average of only 10 or 11 men per unit, the numbers in each agency
E range from l—man and 2—man forces, of which there are many, all the way up to gh
'l‘about 30 000 men in the largest city police force (New York). At the county |
level, only about 200 counties of the 3, OSO in the United ‘States have a Sheriff's
staff of more than 50 officers. With these men 80 thinly distributed among so0 ,":

. many separate and independent agencies,.it is obv1ous that the best results

‘from their total efforts can be achieved qnly if there is freedom of movement -

,between agencies. ﬁ‘:

THE STIRRINGS OF PROFESSIO\IALlSM

Throughout ‘many parts of the law enforcement system, there - exists a strong

- ufeeling that more should be done to encourage professionalism among law enforce-='

_ ment officers. Police science, college and university education broader horizons

"ff‘for promotion, the need for access . to bigger positions, a more complete expre551on -

of 1deals, a search for greater challenges, the application of highly specialized
technical knowledge and the yearning for a greater recognition by the community

of the essential’ role of the peace officer, all point toward the need for the

'"3‘establishment of a more professional status for law enforcement officers in the

same way as for other professions. ThlS professionalism, as it develops, must

inev1tably come right 1nto conflict with the thousands of barriers senaratlng

' the many small independent local government units which employ these men. " A

truly »rofessional law enforcement group must be able to sweep across all of 'v-l}' -

these barriers, so that the whole field of law enforcement will be open to all

'men engaged in this fleld

e In a survey conducted in 1966 by the Peace Officers Research Association

of California, more than 1,100 peace officers of all ranks. responded to a
'questionnaire almost 70% of whom. felt that inter—departmental transfers would
;'benefit individual peace officers, and’ 82% felt that such’ transfers would _

- benefit California law enforcement., A clear majority felt that inter-departmental N

'~_transfers were a requirement before law enforcement could be professionalized
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iivof lateral entry.

A subsequent survey in 1969 conducted by the ‘same association revealed
that 60 of. 226 responding agencies do in fact practice some form of lateral
entry. - 81% of the chief administrators stated that they favored the ‘concept

RN

It is notable however, that ordinances prohibiting lateral entry existed

in one quarter of ‘the’ jurisdictions and that certain opposition to the principle

of lateral transfer was expressed by some of those who responded This opp051-

'*vtion reflected a: fear of losing personnel to larger police departments, a concern
~ for morale if the channels of promotion were not kept open exclusively for those

vwithin a department and a’ concern as to lack of uniformity in wages, job classifi— -

cations, and other requirements. Some of - the,less favorable replies were: _’

~ "Morale factor is primary concern. .If this was done statewide'and
© pay:scales equalled statewide, the morale consideration would be
minimized " - :
’ '"Small deoartments have enough-trouble.keeping qualified personnel
- now. Lateral entry will encourage qualified personnel (trained by
. small departments) to move to larger, higher—paying departments."
"I feel that 1ateral entry can benefit law enforcement in the future.
I believe, however, that certain basic requirements must be standardized
“before such a major program is undertaken. Salary structure fringe
benefits, entrance requirements etc. must be standardized.v',_-

Among those who favor lateral entry,‘the following verbatim comments are

of interest. «1 o - 7' e e e

: . C e "
L Are T gt e
P I v

‘ "I think that lateral entry is a- step towards professionalization.ﬂv :

- "It gives the men a better choice as to where they want.to live and work.".f-
'—,."Lateral entry is a desirable method to upgrade the police service.

"Most professional chiefs agree 1ateral entry is good and will eventually
come at all levels." L . : -

’vg"We think lateral entry will be good for law enforcement and it will be ’

* another step towards professionalization.“ : : »
'"Good'concept. Provides.opportunity,to'increase exposure,genperience,:'
.and knowledge." R S R el A



-"Primary means for profe581onalized law enforcement.

nf“Lateral entry on all levels should be permitted throughout the United
- States." , : - ‘ _ .

S §3 professionalization of the police field is to be a reality, lateral
entry at. every level is required " : . S

 “Retirement plans will cause»maJor problem."

“Y"We have had good experience with.lateral transfers. _Another method of .
helping to profess1onalize the police service. : e ' ’

B § would give the men greater incentive to pursue their education in'
_order to qualify them for one of the supervisory positions. In my

opinion, this would lead to standardization of educational requirements,
wages,, fringe benefits and working conditions of all police officers.?' s

. "We have used it to very good‘advantage.f It is not the complete answer,

but it is a source of manpower."

A MAJOR OBSTACLE TO LATERAL TRANSFER

“;* In order to obtain a closer reading as to the 1ndividual motivations of‘
Jlaw enforcement officers we conducted a series ‘of personal interv1ews with
Vmembers of police forces in the vic1n1ty of New York Pittsburgh Chicago, .

" Los Angeles, and San Francisco.' In: all 132 law enforcement officers located g 7
“4in New York, Pittsburgh Chicago Los Angeles, San Francisco,vand the neighbor-
ing areas were 1nterv1ewed personally.’ The first question which was placed b

before each man was as follows.';

"If you were offered a job of increased responsibility or potential in the law
enforcement field in another area or agency, what factors would lead you to
ACCEPT the offer?"

e

. The responses'to this question were.as follows?

ff Greater immediate pay _
'Greater pension benefitsrr—“
'f'fGreater pay potential in the future
'Improyed living conditions;in new area"'
;Increased potential for advancementy'f
-.‘Greater fringe benefit package. - v
Increased responsibility and bigger challenge ‘

:Other reasons”




' While.the'strongest‘preference or motivation reflects immediate oay.
considerations, it is notable that the prospect of - greater pension benefits

ranks above all other considerations, and 1is the predominant factor subject

only to the consideration of- direct pay.:

The second question-which was discusseddwith individual.police officers,fi

: "If you were offered‘a job of: 1ncreased‘respon31bility or potential in the law
- enforcement field in another area or agency, what factors would lead you to
* DECLINE the offer?" .

~ Responses were as follows: -

‘Ties to present area - ‘f’:u"'i_h'f; idili;’ 68

- Loss of pension benefits already accrued - : _fl'l‘64t

~ Loss of seniority SR v‘y }"’ﬂ.e';lf o 54 A

- Cost or 1nconvenience of moving o 'f o ?". 'f 22 f.
All other reasons e o o o 7?" 'i':15' B

Even more strongly than before the pen51on factor shows itself in a

- formidable way as a major 1nhib1tor of transfers from,one position to another

.

| ‘within the field of law enforcement.

Pursuing this factor more carefully, the next question which was put to':"

‘~these men was as follows.

~ "How big a consideration would expectation of retirement pensions be to you in
. making a decision?' - C T . .

The responses were as follows:

. Most important . - :_,f*’l.if;irls')l;

Of major importance ;il:'p fl.ff 63 Ny ,f""':88'
Important. L l :Uvi..i"’j_wlO.)f;. :
‘Somewhat important - 'n"xgi,_{i'.ﬁs')-j:;

Of little importance "'. ¥ 4l‘i 12.)f';‘.";5> f>44,
“Not important S 29 ‘A
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88 of those questioned rated the expectation of retirement pensions to
be 1mportant, of major importance or most 1mportant as contrasted with only

44 ‘who regarded pensions as of lesser or of 1ittle importance.

Since not all men understand the terms of the pension plans by which they
are covered we felt it would be helpful to ask those being interv1ewed whether

they believed that they would retain the right to a portion of their pensionif“

*;fﬂaccrued up  to. the time of 1eav1ng., 70 of those questioned stated that they

f'i_pfor self—improvement we asked the following question.~;j§ R

h_ believed they would retain the right to a portion of pension accrued up to
.; that time. 62 believed that they would not. ‘174 g '
Approaching the subject from another angle we then put the following

question'*"

. "Would the 103s of accrued pension rights be an influence in accepting or
: rejectrng a JOb offer?" R . e

A very clearﬁanswer;came;in response to this question; as follows: . - °

-~ Possibly 'j.-ii_‘ ;'3r: 2

. Newa Ty,
Y SR £4 v

As a final question, to test the effect of remov1ng 1mped1ments to job

,: mobility insofar as this may improve the motivation of law- enforcement officers 7iyﬁ

. "If any existing impediments to job mobility'were renoved and a wider field of -

.+ Job opportunities in other locations were thus-opened up, would this lead you -
- o acquire new skills or specialized knowledge that would qualify you for agfsﬁfﬁ
"thigher paid and/or more respon51ble p031t10n?" - L T

The response to this vital question was as convincing as that to the previous'i‘f’

'f: question. Replies were as follows.f

fVFPossiblyf;:,fl 'Z&Eith ih}:{, L
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It is our opinion, after studying the results of these personal interviewsh '

with peace officers, that two things stand out very clearly indeed

(1) Pension rights and expectations, and the fear of losing the right u

i'to pension credits accrued already, are prominent among the most"
‘fiserious impediments preventing freedom of movement among police
o officers between departments and law enforcement agencies, and
tkﬁ:thus constitute a major obstruction ‘to the improved deployment
'f?lof men such’ as would assist in the. battle against crime through-{f""'
k“dout the United States. o T ' |

_In the event that this impediment to job mobility were removed
there would be an immediate stimulation to the acquisition of

- new skills and specialized knowledge among peace officers,
'resulting in better overall performance, greater- profeSSionalism,:
greater competition for senior positions,;and a general advance |

~dn capability on a nationwide basis in the battle against crime." S

",We have felt it important to establish this basic relationship at’ the outset,ii’

':between penSion rights, -Job mobility, and professionalism.‘ If there were.no such_:'
linkage, or if this relationship were weak or inconclusive there would be little

e to be gained in making the far—reaching changes recommended later in’ this report. .

B Since doubts have occasionally been expressed as to the reality of this
fpower in pension rights and expectations to motivate employees either to move '
"or to stay in their present positions ‘we have shown as Exhibit L in the Appendixtl
"some excerpts from a. book published in 1965 by the Twentieth Century Fund which;3;
1j,calls this in question.‘ We believe that the findings summarized above, together".h,
?with the further observations shown in. Exhibit L, fully answer these questionsfﬁ*;f'

- and doubts as these relate to the law enforcement field.;‘ =

h

o Before proceeding with an examination of alternative approaches to the 'v‘” :
c provision of mobility in this field it is helpful to describe the main featuresq'
~- of the pension plans presently in operation, as these relate to the matter under_a

study.:,- _'::ﬁ'“*;ﬁi,' ;:v ”f“j; ;f.f‘:fl';‘ﬁ¥~’ 1*‘-
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- - FACTS AS TO POLICE RETIREMENT SYSTEMS

‘ . Just as there is an extraordinary number and variety of sizes of" lawi’l.‘
e enforcement agencies, representing cities, counties, townships boroughs,fl- I

villages, and- special districts, so in the pen51on plan field there is a

:?“.vast variety - almost a wilderness - of types of " pension plans having

, eligibility rules, benefit formulas, retirement age arrangements, fundingf
v;postures, actuarial bases, rec1procity arrangements or the absence of these,
'vesting rights or their absence, and other plan features in so many permuta-;~

: tions and combinations as almost to defy tabulation.

In order to explore this whole field in close detail we made enquiries
- as to 250 ‘retirement plans in the law enforcement field and eventually |
1~obtaineo plan details and funding 1nformation relative to 122 of these st
- retirement pians.' While these comprise only a relatively small sample ﬁ‘d
taken from the field of peace officer retirement systems as a whole they '
;do cover a w1de variety of typical plans in many geographical areas through-,
lout the ‘United States. The. following will give a general understanding of
~ how these plans arrange themselves w1th respect’ to certain key aspects which?:

:_ have > bearing on the question of- mobility in one way or another. R

' - Veétlng Requ&hmnenté _ ‘
:i A pension credit is vested" when the right to receive the pension or

the: portion thereof which has accrued up to. the time of termination, continues"”i

ibto attach to the employee who leaves his job and transfers his employment -

; g e
. e i, 2 e

71e1sewhere. Among industrial pension plans, it would ‘be typical for example,, B

for a pension to be vested when the employee has worked for ten years or has‘

"féattained age 40 and completed 10 (or 15) years of service, prior to his fv

’ ?termination. After that date whatever pension rights have accrued to him )
"will continue to be payable from the pension fund of the losing employer, -';

commencing at the normal retirement date provided for under the plan.

The first and most astonishing fact which emerged from our study of these f‘
7,police retirement plans was that 66 of the total of 122 plans provide no vesting
:"-'rights at all.\ If the police officer leaves his job for other employment, 'ff‘_.l
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.j"'fbwhether or not with another law enforcement agency, he loses the pension rights

vahich had accrued to him up to the time of his termination or transfer. L

Only 22 of the plans studied prov1ded for vesting rights within ten or -
_»less years of service. Only ll provided vesting rights with service of less
-pthan ten. years. None provided for 1mmediate vesting.. The minimum service

."requirement was five years (5 plans only) 16 plans called for a minimum of ;A
ten years of service -3 for 12 years' 16 required 16 years of service'5f13‘,J‘

'required 20 years and 2 required 25 years of service before any vesting ‘

‘ occurred ‘As mentioned the biggest figure by a long way represented plans o

* which provided no - vesting at all (66 plans) R

Here, then 1s the background which lies behind the fear among police '
: officers of losing their pensions in the event that they move elsewhere even )

within the law enforcement field

Nomnaz Rmmewt Age. Amangmena

.~ Most police pen51on plans require both a minimum period of service and

"also the attainment of. a stipulated age before normal retirement on full

"-; pension. Wlthin this broad framework however, there is a great variety of

f combinations of age and service requirements. Of the 122 plans studied 37"

E 7frequ1red a period of serv1ce only, regardless of age.; Of these ‘16 called for

20 years of Service 11 for 25 years of service, and 5 for 30 years of service,j'f"f

" while 3 stipulated '35 years of serv1ce.. There {is, of course, a very wide f:[;lf” P

'5fcontrast between a 20 years service requirement and a 35 years' service

f..requirement for normal pension. 19 of the 122 plans linked a serv1ce require- E;T7dd’“

g ment with the attalnment of age 50 0f these 19 plans, 3 called for 10 or

: ;less years of - service while 6 required 20 years' service 2 required 25 years

: #“”service and 7 stipulated 27 Years of service. Again, even with uniformity in. -‘”“r

1requiring the attainment of age 50 there is wide variation among plans as- to @;;<.fog

: the years of service required

29 of these police pension plans stipulated that age 55 be attained before L

:rfnormal retirement.' of these 3 called for at least 10 years service 13 for

¥20 years service, 10 for 25 years service and 2 for 30 years service.,=



19 plans stipulated that the peace officer shall have attained at least e

;;'age 60 before normal retirement.: Of these -3 made no service requirement,

’,f4 called for at least 10 years, 2 for 15 years, 3 for 20 years, and 6 for gj_ti

: _25 years' service. :

9 plans required that age 65 shall have been attained.~ Of these, 8 made

f"’no service requirement ‘and l called for at least 10 years of service..

This enumeration, though it may seem tedious, brings home the point that ft
'fpolice pension plans are totally lacking in uniformity, one with another.‘ When

. a police officer moves from one jurisdiction to another and’ carries with him ,'

- a vested right to a pen51on, it is by no means clear that the time when he will

"become entitled to retire from his second position will in any way correspond :
B with the time when the pension rights he carried with him will ‘be due to commence{'_;

,' Empl’,o Jce Conmbuaam Inregna,twn wuth Soua,e Sccum,t _/, Othu Se/uuce.

X of the 122 plans analyzed 104 made no reference to the integration of
‘.retirement benefits w1th Social Security benefits.” This is probably due to :
the earlier retirement provisions which are typical among police pension plans.?

Whereas most 1ndustrial pension systems are either 1ntegrated directly or

o indirectly with Social Security benefits, or: are so designed as to prov1de a f;'%

> reasonable supplement to the Social Security pension commencing at or about

7'l~the same age as entitlement to the Soc1a1 Security pension begins, this is not

B true or typical of most plans for police officers ‘where the retirement age_'v

T s in many cases is 5 10 or even 15 years before the Soc1al Security age. U

~In the matter of employee contributions, it is to be recognized that -

o the earlier retirement age among police pension plans generally results inv;__fl'u

- far higher costs as a proportion of . payroll than would be typical among '
“industrial pension plans.' In recognition of this, and in keeping with the

:'h'tradition among local government pension plans generally, the great majority

'h’ﬁfﬁof these pension plans covering law enforcement officers call for employee

tf'contributions as well as very substantial contributions from the local

"authority supporting the plan. of’ the 122 plans studied 116 make provision

%for employee contributions.»‘tt




: At one time, it was a fairly widely accepted practice in designing industrial
'pension plans to provide that if: the plan were contributory, i e. partly supported
f?:from employee contributions, it also contained vesting provisions.- The first )
gemeration of hargained industrial pension plans contained little or nothing in -
'_:the way of vesting rights, but on the other hand these plans were non-contributory, i;
| that is, paid for entirély by the employer. Where employees helped to meet the |
fhcost vesting rights were very often prov1ded In later rounds of bargaining,
‘"ipivesting rights were added progressively to these non—contributory plans, 'so that 7 .
VJQ*{the prevailing pattern today is for by far the majority of . these non—contributory.:fr
.':plans to contain fairly liberal vestinﬂ arranﬂements., In marked contrast to this
elpattern among private plans, the majority of police pens1on systems ‘are on’ the
ttfifone hand contributory, but on the other hand contain little in the way of vesting
’ rights. This: is manifestly an area 1n which these plans are not operating .
Lo fsatisfactorily.__, . R ' k
" In a parallel area, of the. 122 plans reViewed 89 make no prov1sion for'
vﬁfﬁrecognition oz serVice in’ any other employment includin0 law enforcement or s
”any othcr emoloyment. The eifect of this is that the peace officer who transfers,'
vfifrom one system to another 1n .he najorlty of cases loses whatever pen31on rights

'he had’ accrued at the time of his transfer, and receives no recognition in the

','system to which he moves for his prior law enforcement service.: G




- HOW POLICE PENSION PLANS ARE BEING FUNDED .

Just as there are many combinations of eligibility and retirement age i
arrangements in effect and many. vesting provisions and benefit formulas, 80 -
'l;;there are a wide variety of actuarial bases being used in the funding of these

_‘plans. In- the one extreme we have found four plans still using the obsolete

‘i'1937 Standard Annuity table. At the other extreme 21 plans are using thefiz

[_GA-Sl table "with projection s which makes allowance for future extensions"
hin life expectancy. 7 plans use the fairly conservative A-1949 annuity
”'table' 14 use the GA-51 table w1thout projection, which is much less

o conservative.:- -

As to interest rates, one’ plan uses a 214 interest rate 2 employ a ff:‘

fﬁ-vl3/ interest’ factor, 12 are using 3%, 29 are using 44 C are using 4 /

‘A.-‘

: and 7 are ‘using" 54., When it is considered that each of l/ by which. the

v‘»rate of interest changes will produce a difference in funding requirements

" of 84 to 12/ the breadth of variation among rates being used obviously

7':”.indicates a’ w1de1y contrasting range of . funding levels.

: f Perhaps more significant than any of these ds the- fact that 56 of these
122 plans are operating on a non-funded or” pay—as—you—go" basis. Under -
~ these: plans there is no- actuarial reserve fund at- all Peace officers must
:rely on future appropriations made currently on a: year-to-year basis for gy-‘

their pensions.‘ The most disturbing feature of these situations is that

'_‘individual peace officers have themselves made their contributions. The

'vlocal authority by which they are employed has failed to put up its contri—:
’butions on a current basis.v Ample actuarial studies and: the operating

’records of numerous plans have demonstrated many times that plans of this

A"kind eventually cost far more than those which are actuarially funded on a ;:

‘ sound basis, and hence have substantial pension funds both. to provide a ‘
greater measure of security to peace officers and also to generate investmentliﬁ
earnings which are extremely helpful in reducing the cost of pensions when "4
 they arise. Funded plans, in other words, create less burden on the tax _:fh i

'f}payer than these non—funded plans.’A 'i;f:’ o p' : _q' ;f ‘




In pursuing further this.matter of funding pension benefits on an actuarial :

'f,‘yba51s we’ found that of 63 plans for which funding information was available,.

13 were less than one—quarter funded 19 were less than 35/ funded 26" were,ff'il"
less than one—half funded, and 34 were less than three-quarters funded ‘
f'Interestingly, 17 of these 63 plans were more than 1004 funded din relation

=qfto the value of currently accrued benefits on. the basis of current (but notIJffﬁ

fiprojected) pay levels._

SR e

.; Not - only does the funding postureamono these many plans thus vary greatly,‘:ﬁr
the’ funding systems or methods being employed themselves fall into various types.d R
Notwithstanding that benefits are based in nearly all cases : on. final earnings, ‘1:
-or final-averaoe earnings,_22 of these 63 plans employ the ' 'unit credit" method
N of fundlng. Thls method is generally looked upon as being unsuitable for use

_1n connection w1th benefits based on final or final-average earnings, although
' 1it 1s, of course manifestly far superlor to the use of terminal funding,.

. pay-as-you—go or 31milar methods of meeting pension costs which fall short

of any- recognized funding system. _Even among these 22 plans using the "un1t credit"lﬂi

funding method 6 are: less than one—half funded and 12 are less than three quarters

funded wnile 5 are more than 100/ funded according to that system of measuring

‘ ‘fundino requirements.f

The other generally used fundinn method namely the "entry age normal" :
'method has been employed with respect to 41 of the plans surveyed - 0f these,'ﬁxf'j
"20 plans are less than one-half funded. and 23 are less’ than three-quarters 'T; ‘;{h7
vfunded _while 12 are. more than 100/ funded under the more stringent requirements P
. P:Of this entry age method Ll Lot

These facts should be considered not only as. reflecting a wide variety of

“:lfunding postures in themselves, but also, in conjunction with . the variety of

"[mortality and interest factors used they serve to indicate the total lack

of uniformity in funding standards and practices existing in America at this

ftime with respect to police pen51on plans.;if, o

It is, of course not to be expected that anything approaching complete

"fl_;uniformity would exist.~ A somewhat similar lack of uniformity also exists




‘“,among industrial retirement systems.; In part, this traces back to the variety
" of times elapsed since the most recent plan improvements or 1iberalizations.
) Typically, past service costs inherent in these plan changes are funded over .

periods which may. extend as. far as 40 years into the future. Not all pension

‘. funds are invested With equal skill There are some pension funds which have

been generating investment yields ranging up to lO/ annually and beyond. Othersgifff
have been invested poorly, with' an over—emphasis on bond investments (even,';
tax-exempt bonds) which are vulnerable to’ inflation and w1thout access to lr
'proper investment advice. In many cases also the level of funding has reflected
}the ability or inability of the local authority concerned to meet its pension e

"costs on an- adequate and current basis.' f”,f‘

Whatever the reasons, the facts are. that the funding of police pensions ‘
vin America presents a picture of wide and indeed extreme variations and contrasts
- as between one plan and another.- Police ofricers mov1ng between one local -
iﬁauthority and another, and- hence between one penSion system and another, seldom
enquire as to the’ security of the penSion promise' in most. cases they take -

_ this for granted.; Since the type of governmental organizations which typically
.'employ police officers generally have a taXing power, there may be some justifi— :
.- cation in the blind faith shown by police officers with respect to their eventually gfi-

iﬁreceivino the pensions prov1ded for under these many and varied plans.. we have,

"',v,on the other hand, seen flagrant examples ‘of cities getting into extreme finanCial

'“lﬁdifficulties due to a failure to fund their pension plans in prior years, or- due

bito unwise or premature liberalizations of benefits without adeqdate regard to _,"‘

‘i,the cost of these benefits in future years, or how these costs are to be met..7.

- New. York City was reported in March 1971 to be fac1ng one’ form of expenditure

‘whose relentless growth could not be curbed namely the snowballing cost of pensions;i

' f'which ten years ago cost $215 000 000 annually, but was forecast to reach $1. 3

billions annually w1thin the coming ten years. The New York State systems also,

‘”b‘,which were costing $93 600, 000 annually in 1960, were forecast to reach a level

i;of $1 billion or 35% of the payroll by 1980 Much of these heavy cost increases

v i{ are attributable to plan amendments permitting many classes of workers in non- . -

hazardous occupations to retire after only 20 years of serVice ‘at _half their final

ivi»fyears' salary. "This pension cost. is an enormous, invariable piece of’ granite‘:?”‘f

'-.fis reported to have stated recently.

;; which is insensitive to priorities and policy",'the New’York City Budget Director
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Just as pension costs constitute a very large and onerous cost. item for ff, i ,
' local authorities, so also does the: value of the pension to the individual S
' _represent a large proportion of the total reward for his labor.
i Looking into this aspect as to plans for which sufficient information was.
| ',available we found that, when pension costs are measured on the basis of
’normal cost. plus a: sufficient payment on account of. unfunded (past service)
liabilities to amortize these over 15 years, the following distribution -
< resulted' ft“ v:»'.?'*¢’-< e ,ijl . _;fl_;‘; ,_,;f Lo ;

‘ Avenage e ;1.}.-‘;f:¥';:1 F@Acentage *
Annuat Contrnibution = .. . of Plans fonr. thch o
"Pen Police Officer - - Information Available R

,iilMore than $3,000 annually,?"'Q o ",;;;f17.:.j16z11 N
482,500 to $3,000 <" oo 00 gyt
:ﬁ‘, $2, 000 to $2, 500'3f'pf;i;: e ATER TR
$1,500 to $2,000 "
' $1,000 to $1 500_-‘.[‘ nos
1$500 to $1, ooo;l' me
Less than $500 o

With annual - amounts ranging up to and in some cases beyond $3 000 annually"'
E j_'at stake, it is not surprising that police officers see in their pension plans :
‘a very substantial portion of the total reward for their labors, and why it is -
that the prospect of losing their accumulated right to accrued pensions, upon
':1thransfer to. another position, 80 severely inhibits and prevents their making
these normal changes of employment or. pursuing their careers in other fields of
o law enforcement work - rather than remaining confined within the smali group in s

which so many are presently working.: o




- ' In the normal scale of things, the assets. of pension funds represent some
-fjof the largest aggregations of invested assets to be found anywhere.j,"
' The scene 1s different however, when police pension funds are considered. ’

‘ Just as the enforcement of laws in, North America is in the hands of more than T“i;?"-
2'-40 000 often very small fragmentary agencies, so correspondingly the pension o
yfunds relative to law enforcement officers are fragmented into a very large"yl
g number of relatively small aggregations of capital assets., ‘ : :

Checking 10/ pension funds ‘we found that 41 had assets of less than $500 000,- -Fe
akl? had assets o Detween $500 000 and $1 000, 000, and 1. ‘had assets of between 8 _
$1, 000 000 ana- -_,000 000, While these amounts may seem substantial by some ~.il R
standards, the are very small in relation to pension funds existing in most | '.‘“y ‘
:'major fields or employment.~ Generally speaking, the existence of a wide scatter-»
* ing of very small funds can mean only one thing, namely, higher investment and |
';;vadminis.rative costs, poor investment performance, and hence much higher pension |

‘,:costs -aan woula exist under other c1rcumstances.jf[;”},

l.k i: the otaey extreme there are. few police pension funds which reach
f.veryrsuostantiui s1ze. Of the 107 funds referred to, 7 had assets of. between

| $10, OOO 000. —;; $25 000 000 4 betWeen $25 000 000 and $SG 000 000 4 between ,
7:$50 0. 000 arc $100 000 000 and 4 had assets of more than 3100 000, 000 Funds :
ﬁof tht,_ sizes, under proper investment direction, should be capaole of better Lo
investaent pertormance, and hence of making major contributions toward lowering
the ccs: of pensions and adding to the security of the peace officers covered

: by ‘them. It ls, of course ~only the 1arger police departments which are in a )
position to support funds of this: magnitude and correspondingly it is these.~fVA

*'f{:larger departments, generally speaking, which are able to provide a wider field -

- of opportunities for experience, training, promotion, and full expression of . the »1‘
"abilities of their included police officers..f‘ . i o




~ RECIPROCITY AMONG POLICE PENSION PLANS - . ‘.
In an attempt to ease the pathway toward greater mobility of peace officers
-within some states, a variety of steps have ‘been taken to provide "reciprocity" '
of: pension rights as between various participating towns, counties, or other -
' jurisdictions, or-as between these and a state plan.or plans having a wide

(but not complete) coverage within the state.“;i'

There are certain states in which the state retirement system itself blankets ,
_ all of the smaller jurisdictions insofar as. police pension systems are concerned.rt'f‘
~ Where this condition exists, it carries with it automatically the right to . ‘

‘ itransfer between one jurisdiction and another without 1osing pension rights,g

":i,and indeed this arrangement does effectively remove all pension barriers to

lateral transfers or mobility of law enforcement officers at least within the

7 state itself. -

L How Reupnou,ty Sy).stema wonk ’

]

" In examining the various systems of reciprocity presently existing in America,f;e

"i”‘ we' have found great variety ot approach. This whole subject is on the move at -

the present time. Many bills and legislative proposals exist, only some of which 1.73‘

o seem to have a 8ood chance of acceptance.’ S

i

In California, twenty counties out of a total of some fifty-eight counties:

:i: have adopted a policy of reciprocity with respect to police pensions.' This i

policy applies in the event that a police officer moves from one of these counties e

to another, or into any. city covered by the State of California plan.; This latter:v"

plan itself covers most of the other counties but it does not cover Los Angeles.i .

-~ The reciprocity system does not. apply in the event of transfers to or from P

".jurisdictions which have not adopted this policy.- e




From the view point of the police officer, the California system has three e
major advantages. : — . v , ;

~(a) The contribution rate which he pays is determined by the age ]
"‘5', at which the police officer became employed in the first
‘jurisdiction.in which he became covered not by his age at
“azithe time of his transfer of employment. .This usually means';

- a lower individual rate of contribution for his pension.~

(b) ;tHe retains the right to credit for service to the former f:‘
) yemployer, regardless of. how long he had served at the time“
. of his transfer.. In other words, this has’ the effect of
.fimmediate full vesting of his accrued pension rights at :

tvirthe time of his transfer of employment. ﬂ,;f‘
T'(c)f In the event that his rate of pay increases during the'i :~§va
';f;;period of his employment after leaving one jurisdiction ,r
" 'to work’ in another, the earnings at the time of his:'h
j f,ultimate retirement, or the final-average earnings__iﬂi
’@:computed at- that time will apply with respect to thenﬁ
'i‘service rendered to the first employer, even though he L _
'?;Lhad long since left the service of that employer. The " {”: 5g_f[ :
";;<effect of this is that the pension ‘he had earned in the

"first,position continues to increase ‘as his pay advances e

fin the ‘second location of employment. This is much better ; o
B :than a mere vesting of his accrued pension.v s ey
Under the California system, no money moves between jurisdictions." Both :
the employee money and the employer contributions (if any) . remain in the custody
of the jurisdiction or the retirement fund under which the police officer was'g"

7first covered "When he retires, the cost of his final. pension is pro-rated

- between employers in proportion to the length of his service with each. When

the police officer retires from one jurisdiction, he automatically retires from ZL

the’ other also.» Although separate records are kept by each, the fact of his

retirement is known to the first employer because the final employer maintains

ga card record showing, among other details, the fact of his’ prior employment,
and the need to notify the former employer of the retirement.



. In order to activate this system in the case of an individual transfer,r?'“'
7 the police officer 1s required to notify the gaining employer of his prior _3; -
'5_.employment within three months after taking up his new position. .

In other states, other rules apply.. In Massachusetts,pemployee contributions;,*bv

are transferred ‘when the* police officer transfers, but there are no- other reserve

" funds in’ existence. Benefits are based on terminal. pay and the cost ig prO-rated o

-V'back to the various employers to whom the retiring police officer rendered service.irglf

In one- county in New Jersey an employee hired from another state can receive

“"credit for prior service in the other state if he brings his own contributions

; [ffpreviously made to the retirement plan of the: other state. Paradoxically, there,f°

‘5>fis no other form of reciprocity ‘available within the state, unless the employee o

T or police officer 1is covered by the state retirement system.'ffs“f"

In Texas, a’ constitutional amendment is needed to make reciprocity possible

: *-;between the state plan and various city plans within the state.' We comment more

:fully on the SLtuation in each area later in this report. i

Generally speaking, among the various systems presently providing reciprocity, ;‘:l

.employee contributions move with the employee and’ local authority contributions
zrsometimes also move. There is little attempt made anywhere to transfer the
cactuarial reserve corresponding to the value of benefits which have accrued
“:There is probably a good reason for this, Many of these retirement systems are ‘y
‘not actuarially funded and there are no reserves. Where such reserves exist, i”

there are many actuarial bases and methods of calculating these reserves 8o that

there would be no uniformity of standards in determining the amount of the reserve'ﬂ

~ to be moved.~ A convenient short-cut appears to be simply to transfer either the

. employee money alone or. this plus corresponding employer contributions, regardless'y?*“

of whether these comprise an amount sufficient to fund the pension rights being
transferred R S ' : : '

o To a11 of these statements, there are exceptions., In one state it appears

to- be the rule that the 1esser ‘reserve is’ transferred namely, ‘that corresponding

ii‘to the benefit accrued when the police officer made his move or that corresponding ‘,f:'




.

"1to the benefit w1th which he will be credited under the new plan.. Whichever

* ‘actuarial reserve is the lesser, ‘this is the amount which is transferred from' o

‘-fthe 1osing jurisdiction to the gaining jurisdiction. PR

Where all towns, counties, and similar jurisdictlons within a state are~a:‘ B
'covered under an all-embrac1ng state. retirement system, there is,’ of course,:
no need for rec1proc1ty, transfers of contributions or reserves,'or other :
administrative machinery of this kind._ The employee 31mply continues to build

~ his pension credits ‘within the. same overall retlrement system. The State of

- Washington furnlshes a hlghly 1nterest1ng example of how this type of system

operates. - At one time, there were 103 small towns and sub- divisions each of v
which operated 1ts own retirement plan._ All of these have now been swept 1nto ’
;and consolidated with the state retirement system, 1nc1uding credit for all service
| prev1ously rendered Ind1v1dual pollce offlcers will have galned much advantage
in. being able to move freely betwecn oa e jur sdiction and an other withln this e
Afstate w1thout any question ari31ng as o the continuity or their serv1ce for j“f‘
pen31on purposes.f Because of 1ts great signiricance to the- problem under review
~ in this report ‘we prov1de in later ~ections a good deal oi the. de-all as to
"the exact steps taken in the- State or'ﬁashiugton 1n bringlng abOut tne change
to a 51ngle statewide plan.:; R : ' ”
Great as c-e the advantages of these statew1de systems, it 1s important
'to notica thes che city of Portland is.not covered under the Oregon stateba;; _
~retiremcnt s,scem, which’ does cover practically all other 1ocal authori ies*=’
i within tne s_ate. “Nor are there -any rec1procity arrangements._ Veituer Los »
fAngeles nor oan Francisco are 1ncluded w1thin the public »‘oloyees retirement .
- system of the State of oallfornia which covers a large aumac;'of smal 1er )
:,jurisei;-iO“g" If for eXample a deputy sheriff froau LOs An;eles county k

‘wanted to t-.iSrer to the Los: Angeles police departmen- \wnich has an independent d"

‘~fret1remcnt sy*tem) he could not do so w1thout loss of nis retirement credits. -

' However, he could transfer to. the Ventura sheriff s, office, for example or tOIg -

_the Anaheim police department which contracts w1th the public employees

'”j;retirement system for retirement benefits, and - upon his retirement he would

"byreceive a portion of his pension from each of the systems under which he had

ﬁgfserved The portions received would be proportionate to the time served under~.'

1,each system. _Both systems would compute their:payment on the highest_salary




“earned even though his total contributions to one of the systems was made at

4’

. the 1ower salary. v f ;fviv;?;_f,,‘—fé:}f. fﬁ éﬁ‘:h"'

Because the’ principle of reciproc1ty as to pension rlghts gets quite close
to the heart of the problem of mob111ty of 1aw enforcement officers at least'
fwith respect to’ movements w1th1n the state we have felt it important to gather

» more informatlon as to the status of this matter in as many states as possible.{
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R 'information of sufficient accuracy to convey a broad general understanding of

" THE STATUS OF RECIPROCITY THROUGHOUT AMERICA = =~

The following is a summary of the results of enquiries made to states )
”]'throughout America with respect to the matter of reciprocity or. transferability
of pension rights between the various retirement systems operating within each

"7"state, or as between states. (e

This summary, in view of its wide geographical scope is necessarily brief.- :

; _Since this information was gathered fairly rapidly, it is possible that correc-3
'ﬁtions or clarifications would be needed in order to present the whole picture

with complete accuracy., However, the following summary is felt to contain ample

e

t the variety of practices which presently exist, the great lack of uniformity L

E 5f’and the incompleteness of coverage which must be faced up ‘to by law enforcement

ﬂ-officers contemplating a change of p031tion in many’- indeed most - states, or
" as between states.~ ‘As to those states for which we received no information, it )

'l_would seem unlikely that on the whole provisions with respect to reciprocity )

. are more complete than. among the states listed below from which we received

'ajthe following information._ (Reference is made also in the Appendix (Exhibit L)

- L to certain states not listed below.)'.\

””.“Anizona-

31 A&abama.Miblﬁb;fil

- One retirement system apparently covers most officers in this state.gtThere;' -

: ;is complete portability within: ‘this state system, but none as between the state.

= system and municipalities or other jurisdictions not. covered by the state system.i“,'

" There appears to be complete reciprocity within this state. Bothiemployer o
: and employee contributions are transferred. There is apparently no single state ... -
" fund. . : : : i o -

,,AnkanAaA.ft,J: ;“;l“’-jgfi;;_ ":5" 7'?;€“171' ""'ff,r*' L iff' fff] 25
""" This state has no reciprocity at all for law enforcement officers although
- this principle does extend to- teachers. et . S

. Connecttcut e ] - L A R PR
" There is a state system and a municipal system in this state.. There is:;fj, .

‘reciprocity in the event of transfer from the- state system to the municipal

. system and within the municipal system. There:is no portability, however, of

. pension rights in. the event of transfer from the municipal system to the statelflf
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© .., :Many local jurisdictions are covered under the Public Employees Retirement
’ System, and hence provide freedom of movement between these: participating - .
" “jurisdictions. Twenty counties not covered by that retirement system also have .
" reciprocity arrangements with it. - The large cities of Los Angeles and San
. Francisco, however, do not participate in the state system and do not have N
5reciprocity arrangements with it or. with other jurisdictions.; This is a =~ .
serious defect. L 5 Ci S : , LR s

‘ There is apparently no reciprocity or portability of pension rights in the
’state of Delaware.z’ . . _ . _ : L

~,Gcoag&a._?ff‘~' : N O :
. .Of the eight or. nine separate state retirement funds, one covers law'
enforcement officers. However, this does not extend to municipal employee
. groups. - Although reciprocity or portability of pension rights is favored in
- principle, there are apparently some small local units within the" ‘state for
- which there appears to be no portability. :Georgia is one of the very few " .
" states which have treaties in operation with other states providing a measure L
-of inter—state reciprocity. : e . : ; s .

© Maine: R T | o L |

: A- large measure of reciprocity exists with employer and employee contribu-'j :
“tions ‘transferring with the officer who moves. Most, but not 21l local Jurisdic~"-

~~tions are participants in this system, under which the retiring employee receives S

- the benefits and is governed by the rules of the last plan from which he retires.

MaAAachwsetta

This state appears to have a non-funded retirement system although employees;_
"contribute towards the cost of their pensions,  Upon transfer,’ employee contribu-
.. tions go with the employee.  Employer costs are determined when the employee . ‘

retires and the:cost is pro-rated to each employer according to service with
that employer. - Here again, the benefit is determined in accordance with the -
',system from which the employee retires.a SRR - S

S In this state, there is one comprehensive state retirement system which' N
includes also the employees of about one-half of the: counties. :There are T
‘several separate municipal systems. 'There is apparently reciprocity betweene core
. the various systems which are actuarially funded.. Only employee money is ;ﬁ;q;l"”'
. transferred, with the final employer picking up balance.of the cost. In-
discussion, it was felt that the substitution .of a single statewide plan
_covering all local systems would be "ideal"" ,

-'ff'chada. e

: -In this state, there appears to be a statewide plan covering most of the
 local authorities within the state, but not all. Within those covered by the
.. state plan, there is complete transferability of pension rights and uniformity
- of benefit arrangements. There is no such portability or transferability with
respect to thoae groups not covered by the state plan.”' . - :
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Ncw seq.. , £ i |
f “.." 'With the prominent exceptions of Newark and Jersey City, where pensions
: are not funded, the state system of New Jersey covers most but not quite all -
-of the local systems.. . There is: portability within the coverage of the state
. systcm, but not as between this and either Newark or Jersey City.

: In the teaching field ‘one county (Essex county) permits teachers who
join its employment from_out of state to deposit their employee contributions -
~from the prior plan in another state, in which case Essex county glves credit
. for the prior service and picks up the whole cost of the- employer-paid portion
~ of the pension. 1In the case of transfers of police officers, a transfer of ] ,
funds is made in an amount equal to the.smaller of the prlor employer contribu-r"fV
tions or- ‘the pension reserve of the ga 1n1ng employer.;'ﬁf :

New Voah :

Tucre is a state retirement systen coverino almost every local authority
in New York state other than New York City itself. " Within the state system,
‘there Is virtually complete portability.  Transfer arrangements also exist as
‘betweez the state system and that of New York City. The amount to be transferred .
alonz with the employee is determined by the losing system. As in some other
statz .. Taere are complications due to the existence of alternative plans '
pro«-a-"_ibenefits of different levels and hence values..j:* IR

-

NGtk T_auf.a. ‘

'y_apparently no reciprotityfor;transferability;of"pension'rights 1ilr

Loaiakda v",ata._‘ . , AN _
.+ Unless ooth groups 1nvolved in the’ transfer ‘are covered by the state e o
retire meat system, there is no rec1proc1ty in North Daaota.

e

vy S Almost all local authorities are covered by the state ‘retirement- system-_
with the important exception of Portland There is apparently no reciprocity
- as. between Portland and the state system.:_"

Pennéyﬁvanta : , . : - : s na
. - There is apparently no reciprocity system at all operating in the state
of Pennsylvania. RS ; i i . S ;

Rhode IAZand

A state operated municipal retirement system ‘covers most of the municipalities
in this state. Some, however, are not: covered. ~There 1s no reciprocity as between
the state-supervised system and the independent plans operated by municipalities
outside this system. S : : s

Temusac. . ; R : : o
There is apparently no reciprocity system operating in Tennessee..h fhﬁ S




Texas: o o A , A _ S M
. There are four widespread retirement systems operated by the.State of

Texas covering teachers, state employees, municipal systems and. counties, .=

- and special districts. How reciprocity can be established as between these .

- four systems is presently under serious discussion. :There are still a few -
counties not included in any of these systems. Certain cities, including =~
Dallas, do not appear to be included in any one of the ~state-operated systems -
mentioned., There 1is no reciprocity between these separate plans and any one S
of the four state systems. AR RER LRI T - . . : T

E fUtah o : : L . : L .
C A public safety retirement system and a regular state employees system -
- covers almost all cities.. There is, however, no reciprocity as between these ' :
: systems, or with. plans outside either one of these two statewide systems.i
| Veamont |

' There is apparently no- reciprocity in Vermont either in or out of the
. state system. No credits are ever transferred although an employee can o
apparently bring with him the contributions he has made to another system,
. but no employer money is ever transferred nor does the employer pic& up any
- liability for prior service within the state or; elsewhere. ’ :

S vinginias EO S A L
o ) Again, there is apparently no reciprocity between the state system and
the various cities which are not covered by ic. e :

B Although this review does not cover every one of the 50 states, it does _jf:
cover enough to indicate the. great disparities which exist as between states,',
when contrasted one with another, ‘and the large number of states in which the'
principle of reciprocity or transferability of pension rights has not been ‘

,.vestablished.. X SR =
In discussing this matter personally with the administrators of many state o
isystems, we found unanimous acceptance of the thought that a single state plan ’
| covering all of the political or administrative subdivisions within the state
would. work far better- than a patchwork in which some local authorities are f
',covered some are not, some subscribe to the principle of reciprocity and" some ,

-'4'4do not.n

L There was frequent criticism of the status or position of certain large }f““'
- cities which do not extend the principle of reciprocity to smaller local ’

’.;.authorities within the state or to the state system. When we mentioned the o
- steps which hsve been taken by the state of Washington, which has swept all




of the small local systems into a single statewide plan for 1aw enforcement .
officers and fire-fighters, there was unanimous acceptance and praise of this :
| . .as’ a more workable and successful arrangement than any other, ‘at least as to T3i"f'_’
- transfers between law enforcement positions w1th1n a state.L After rerlectingff*f;‘_;-;.
- upon all of the information which had come to us and the comments of the:: e
:padministrators of statewide retirement systems w1th whom we discussed this
ﬂ‘:problem; we have reached the conclu51on that a constructive basic approach
" 'would be for each state to take steps s1milar to those which have recently .
1:been taken- by the State of Washinﬂton thus ending completely the problem of
;'1mped1ments to lateral transfer between p051tions at least w1thin the boundaries.x

fof each state.a

If this policy is put into effect and there no . longer remain any problems

ilresulting from Job changes as between 1ocal authorities within any state there

- will Stlll remain the basic problem of dealing w1th transfers between one state

"fiand another.fﬁif"’"
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. TEN POSSIBLE WAYS TO RESOLVE THE PROBLEM

_ There would appear to be the following ten alternative ways of approaching
-fthe problem of improving police mobility by removing the obstacle which presently
‘exists with respect to the ‘loss of pension rights on’ transfer from one employment

{,’to another. These ten possible approaches are as follows.

(l) Improve vesting provisions among all- police reti ement systems with
’fvested portion of pension continuing‘to be an obligation of the

;pension plan of the losing employer..;d':‘

: Create central reserve fund to which to transfer fragments of pensions;f;

o to whicn transferring employees would continue to be entitled 1;'_'

'N~En1arge and expand coverage of existing systems of reciprocity within .
Hleach state.‘ : o T 2 e |
2fFEstablish a system of full portability as between police retirement |
:’b‘systems under which contributions and reserve amounts would move
along with pen31on rignts from the losing system to the gaining
"isystem as each officer transfers from one jurisﬁiction to the next. ;.
vastablish a single nationwide central police retirement system, Vifﬁ”( :
following the model of the Teachers Insurance and Annuity ASSOciation,?:l“
’,'to which local authorities everywhere could elect voluntarily to
: join. s S T , _ _ .

fEstablish a central retirement system for 1aw enforcement officers,
: fpatterned after the Railroad Retirement System, under which all . -
.'authorities employing police officers and these officers themselves'vf‘fl~“
= would be compelled to be covered o ' e ;

. Merge all local police retirement systems into the state employees
,l;retirement system operating within each state.ril'.:"' X v




| ‘ : | | .

--HaVing accomplished number 7 as before mentioned, establish a system

'iof reciprocity betwecn states._;

ablish a nat10nw1de law enforcement retirement system, or separate
'systems 1n each state, but provide three or four categories within
._this plan corresponding to the conditions ex1sting in different ‘_jf

»classes of c1t1es or other local authorities.f_:;u'ai"‘

cstablish nat10nw1de plan or a. series of statewide plans prov1ding
minimum o=.crlts only,vleav1ng each state or local authority to"

A.snpplemen_ these as it sees fit.

In the . rollowrno sections of this report we w111 describe each of these alternatives
“more fuily and w1ll present a summary of the nethod of operation, the pract1ca1 '
v[diffl ies,-and the conditions which would be required to be met 1n order that L
jcacn could sacceed in accomplishing the basic objective of 1ncreased mobility of
v-aw c.rorcement'officers, and the general su1tab111ty or each approacn as a means

- sO tu.-.a cnd R :';;,.. i

"Follow1n° thls analy51s we present our basic recommendations as to the approach
wh1ch would 1n our opinion be the most - practical tvdimplement and the most

efrectlve 1n ach1ev1ng what needs to be done.,.f

F -
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-Vihe term . Vcs 1ngﬂ means in this context the retention by a transferring

".:nolice or ce~ of his right to the benefit which he had accrued up to

Sé.ne time of nis transfer of employment. To. solve the problem of mobility

; i}:ezfect1Vcly, an extremely liberal standard of vesting would have’ to be

o tniversa-ly adopted or even 100/ immediate vestinn - a course - regarded

. as utterly _mpractical for private industrial pen51on plans.' In rev1ewingrs .

. this. appr ach 11 the light of the: types of retlrement plans to which these:y'
. :eta gene*ally belong, there would be the following practical difficulties. &

.'ita);:;l is not clear exactly what benefit would have vested
.f,Pe331ons are generally determined .on the ba31s of earninﬁs
’Z’eatirecirement, or within a few years close to the time of B
':fretirement.p If -for example a police officer moves from ,;i?
": one jurisdlction to another after five years of serv1ce
dtand at the age of 32 ‘his- rate of pay ‘would probably be
':;far less than that which he would receive at the time of
i; his retirement which could be 20 or 25 years later. What
”tucﬁ has he actually accrued by way of pension rights‘
'1flwhen he transfers? What, exactly, will have vested? ‘Would -
his pensxon be’ calculated as. though he were retiring at the S
'L;‘timc of his’ transfer7 Would it be based on a retrospective or s
¢£wa prospective view of his earnings at the time of his transfer? iflf
;vIn either case it would be far short of the corresponding _f"
”portion of his pension determined on the bas1s of his earnings grf_!
“éf‘close to h1s actual retirement at the time when he retires 5-”'
t{from the service of the jurisdiction to which he eventually
W'7::,transfers., The term vesting, however, does not normally 1mply
Td,that increases will ‘be made in the pension after the date‘of

'i;,termination or. transfer.,y

; Further, what retirement age would apply? If he moves from
~ira pension plan providing for retirement at age 50 with 20 “
.'pgnyears of - service but continues to work in another jursidicﬂlf}
“’*hf;tion in which normal retirement is at" age 60 with considerably
‘lifmore serv1ce, at what time would he be entitled ‘to commence o

o receiving ‘the pension from his first employer? Would thisl;:'¥°' '




: fcommence at age 50 when he would have completed at least f;?Vf
.20 years of service, or would it depend on ‘his retirement
}-from law enforcement activities of any and all’ types, and o
" from a jurisdiction other than that in which he. had accrued ff .

"'Q;his vested pension?

i How would the losing retirement system keep track of his -
.'-continued survival? Who is- to notify the original retire-‘ o
 ment system for its records in the event of his death before ?'“':'i
3;attaining retirement age? In’ the case of a female police :
'~:l;officer, what machinery exists for notification of - change
of name on marriage or remarriage long after she has left ‘
i"’;the employment of the original local authority, or changes :jl 'gﬁ o

f_o; residence?

‘7iShou1d the retention of the vested right depend upon i”_ |
; continued employment in law enforcement work? Suppose fffxv‘i
:ethe police officer concernea leaves the rield of law ' -
-enforcement altogether. Snould the same extremely liberal B
7vesting standards apply? When information is defective,:
'b'what is the actuarial liability of the fund under which the
.transferring officer was rormerly covered with respect to

4:thhe vested rragment of his pension?

L e

'thow would this widespread implementation of very liberal

ﬁivesting be enforced in all state and local government o

'_[systems? Does the federal government have legislativeb
p"}fpower to enact laws to accomplish this? We are advised
"1;;otherwise. Would inducements ‘be needed in the form of . -
‘”'ﬁffederal cost subsidies to be made available if the required llq

‘”*;va;vesting standards are met?

There is considerable pressure at the present time for legislated minimum‘fsa:-'
vesting standards throughout private industry. However, even the most

liberal of these proposals ‘would fall far short of providing the degree
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A:jz-of protection of pension rights which would be needed to accomplish a

EE complete or' virtually complete removal of barriers to lateral movement
v,of law. enforcement officers.?;' L

Thlb is because most transfers of employment occur within the first.f
few yeax rs of 301ning each organization. Vesting normally does not
vloccur untll arter a. qualifying period of serv1ce, such as. 10 years,

o ornattalnucnt of . a combination of age-plus-serv1ce such as’ ‘50, or'”'”

’~51malt~.eous qualification of separate age ‘and’ serv1ce requirements,'u
"bdgn as ‘age 40 and completion of at least 10 years of service.. Even
7.hc most liberal’ vesting requirements in ex1stence such as a nere *h
.3 years or,service, seldom seen in 1ndustry, would still constitute;
a -ormidaole barrier to the degree of freedom of lateral movement -
“needed for law enforcement officers, espec1ally in view of their

Aul_nly fra gmented employment among s0 many 1ndependent agencies. .

fac S, COmblﬂed With the freezing of the pension amount on thel‘
o< ‘the rate of salary at tue time of transfer, plus all of the:
: pruolems enumerated, 1nd1cate in total that vesting of penSions
om'trans*er;of employment to another law enforcement agency would not
’5jprovide a very satisfactory result.w‘ﬁ,;:*“' ‘
'“;After a rull conSideration of this alternative we have concluded that
-Jthis general approach does not prov1de the- makings of a genuine solution-
| " -to the problem of mobility of law enforcement orficers.‘ Under some :

i;systems already in ex1stence it would actually be.a retrograde step.

-TJWe are not recommending, therefore, that this approach be further

g'pursued.

"M(See also the discu531on entitled "Vesting versus Portability
) ‘i_versus Reciprocity versus Single Statewide Plan set forth
E ‘as Exhibit M in the’ Appendix to. this report )
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(2) CENTRAL FUND FOR FRAGMENTS OF VESTED PENSIONS

' "1v A concept has sometimes been put forward by those who advocate increased
wf mobility of labor and the immediate vesting of all fragments of pensions,',
* under which a central fund would be established, presumably by the federal _
h government of the: United States. When each ‘member of a pension plan transfers
“his employment to an occupation not coverd by this pension plan, his accrued
' pension rights and the obligation to provide this fragment of his total
pension at retirement would be transferred to’ the central | fund.u To this ;3
. -fund. also would be transferred his past employee contributions and also
~ the" contributions or the actuarial reserve corresponding to his pension ﬂ{;{_;ii
W; rights which had been contributed by the employer.‘ As the employee moves :ﬁii':
on from one employment to another his accruing pension rights and the ;.,:3
}dgfunds from which these are to be paid would accumulate in this central b_' :
’xh‘ag fund. If the employee settles down for lengthy period with one employer {f"f
?{ and retires eventually from the: service of that employer, then his pension frgil
:‘:f* arising from that final period of employment would oe paid from the pension .
fff_fund of the last employer..p.f ' ' e : =

fﬂg’Such a proposal was seriously advanced in che province of Ontario during
\E?‘:the time when portable pensions had recently been. enacted, “and prior to ;if{' -
fthe establishment of the nationwide Canada Pension Plan. In the face of Eé~,
1"many protests from employers and criticisms from technicians and others,‘f;'
'} the government of Ontario did seriously contemplate the establishment of .

}f';such a central pension rund

Eventually, this proposal was dropped It was felt that there were already :”
d sufficient alternatives available to accomplish what was needed As to '
vh_insured pension plans, the insurance company itself could provide paid—up
_ fragments of annuities. Where the fund assets were held by a trustee, the _
}vested pension could remain an. obligation of the trust fund; alternatively, S
:v-fund assets could be transferred from the trust -fund of the . losing employer o
" to that of a successor employer having a pension plan., Another alternativev,‘
'g_would be for the fund assets corresponding to the accrued pension rights _
”"fbeing withdrawn from the trust fund and applied to the purchase of a paid-up

. ?annuity commencing at the normal retirement age, or to a registered individual E




'rf«retirement:savings plan._ In the face of these and similar alternatives,

”,the government of Ontario decided not to proceed with the establishment J°5f;;l

'—,;of a central pension fund for this purpose.; R o

"';_:'In reviewing this proposal in the context of the present problem, we see R
4n it a repetition of all of the same difficulties and pitfalls which arise-/-'“-

An’ connection with the vesting of pensions, as described in the previous..
"section of this report. Not. only would there be great confusion as” to a i
ﬁpossible variety of. retirement ages all applying to-a. single individual'-~'i

in addition, there would be many conflicts among the conditions relative

s to the payment of benerits, the selection or optional forms of benefits,

n°~and the exact arrangements as to" the dates of payment and termination offrc
7 payment at the time of- death following retirement' further, all of the ‘ .
i_rproblems involved in keeping track of the whereabouts .and continued survival

" of each person having a contingent claim on" fund assets would continue to

i-haunt this type of central fund so that ic could develop rapidly into an-

aaministrative nightmare, a record keeping montrosity, in which administra—"

‘}Ztive costs would be out of all proportion to the benefits provided
L In an inflationary economy, the fragments of pensions represented by the
liabilit es of this fund would be insensitive to inflation, and would '

";become prog*essively more meaningless to the’ inﬁividual wnile prior

e employers would be unlikely to be in any Way concerned about boosting

rund assets to protect: ‘the. purchasing power of pensions of those long

'since departed from their employment.:_;j°*

7‘;Another whole field of problems would arise from the fact that many of the PR

= pension runds or plans from which transferring police officers had made

their exit are not’ funded, or are far from fully funded according to normal

| ‘:?"<actuarial standards., In the case of pay-as-you-go plans, there would be

fno fund assets available to transfer into the central fund. What then, '

'»b;fwould be the position of the local authority which had just lost. the SR

f'services of a law enforcement officer? Would this local authority be lf‘L_
' :called upon to put up the actuarial reserve necessary to cover the pension

’”.fbcredits accrued by the departing officer? Would this officer then receive "i'ﬁf:A




'v:preferred treatment, as compared with those who had remained loyally in the
' service of the losing local authority? And as to the many plans ‘which are ?”{
%:only partially funded would the departing officer rank ahead of all others
in his claim on the inadequate assets of the pension fund leaving it further
}weakened and diluted with respect to ‘the remaining liabilities for the ‘

'surviving members of the police department? Merely to ask these questions ‘

ff;"fis to expose ‘a vast area of weakness and difficulty which would 1ie 4n the

bl_pathway of this type of proposal Where past service liabilities were in '

: »Q%process of: being funded over, -for example, forty years, and where the

m"h‘,transferring P01ice officer 1s due to retire in eight or ten years, for .

:example would the tunding of his past pension accruals have to be speeded
Sup and completed by the time of his retirement? WOuld instead a stream

of ‘small partial payments on account of prior service continue to rlow ;T%"

e ;‘into the central fund for many years after. the transfer of the officer from o

one plan to anotner?
°'>The more we have probed and analyzed this proposal as a practical solution

to a serious problem, the less we feel that it provides even the beginning

A'f,,or a solution. - We thererore recommend that no further consideration be "

J"»given to this proposal as a practical means of meeting the need for increased L

‘ mobility of peace officers.;
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MORE RECIPROCITY wm{m EACH STATE o e R

V'America at this time presents a patchwork of contrasting situations with

respect to the matter of reciprocity. Some states have reciprocity arrange-’fi,

,ments currently operating, others have not.' Within many of the states

" which have reciprocity arrangements, some local authorities are covered

by the system while others do not. participate in it.* In some cases the

'fr biggest city in the state has no reciprocity as between its own retirement ;ar

-system and that of: the state which usually covers many small local authorities.»

In other states, reciprocity arrangements have been established between the

‘;largest city and the state system. In some: states, a11 of the local authorities '

;_within the state are covered by a single system, 8o that the whole concept

of. reciprocity has no application.” The employee simply continues to be covered .

'iby the same retirement system, regardless or the jurisdiction in which he is ;";“‘

g Standing out prominently from this complex picture of inconsistency and

’ imcompleteness of coverage is the fact there are many states having no ,5

working.;

‘{reciprocity arrangements or other provisions for mobility whatsoever.' It 4' -

'::is from this fact: that the whole problem arises which forms the subject of

’,this study and which gave rise to it.~

]

”J5Within those states which have made some arrangements for reciprocity, there

are various forms under which this principle is expressed.' In California,

. for example, no money passes between local authorities when a peace officer d

7'jmoves from one to. another. At his retirement, each local authority pays5'”*

. dts share of his pension.. In some other states: the contributions of the

A'?Temployee, and in some cases those of the employer also move when the officer -

. -moves.a In some cases, past contributions are transferred' in other cases,

.. _the actuarial reserve moves with the man.. This may be a very different

o amount.. i

Al

In. searching for a solution to this wholeproblem, we have been giving great

Ci thought and. consideration as to whether an "ideal" system of reciprocity
lirrshould be. proposed and steps taken to encourage this to be adopted through- .
1iw:out the nation by each state as to those employed within its borders.t o



"On the theory that a majority of lateral transfers probably take placev'

. wholly within a state ‘and only a minority involve crossing state lines,»":'3

L a. program of this kind if adopted uniformly throughout the nation, wouldi
f'go a long way toward solving the problem of mobility. Still to be dealt
'1bwith however, would be the principle of interstate reciprocity in order
- to deal with transfers across- state lines.. We understand that” this could

present some difficulties especially if funds were “to move between plans

'*',prior to the retirement of the transferring officer. Further, we have been .f

'“advised that the constitution of some states, as presently written, would

lrf.bar the adoption of a system of reciprocity as between the public employees.' :

"fretirement system of the state and other systems even within the same state., ;fiw

‘T_Much legal work and redrafting of state constitutional provisions as well

. as pension plan provisions would therefore seem to be required.- We can

'.:visualize years of delay in getting reciprocity systems working satisfactorilyqf'w
',»*in all states.;g,sf'\=' RS PR ’ S R

:”v*Two'other%aspebts offthevprincipleiofireciprocityfreduirebconsideration§l;iie.ﬁ7-7

..f(a) ]fIs it necessary for a uniform retirement plan, applicab1e;;ﬁ»-7-A{ i
'A,, to Peace officers in every subdivision, to be adopted in order 1:;1’_5"
:jffor thiS System to be workable? R » A

b bfoan it be reasonably expected that reciprocity will ever
:‘fc’satisfactorily resolve the mobility problem if left to"
' ffvoperate piecemeal on a voluntary basis with individual
f - decisions as to whether or not to participate being made . ‘
% by each. separate town, county, village. or. other jurisdic- ;fj;?‘ G
'fgftion within each state? : " A, : e
"As to the first of these, it would seem that the existence of a uniform plan ,5;1
! would. simplify the meChanics of a system of reciprocity.f While it is not IR

v";:actually necessary in order for the system to- work the existence of uniformity

Z;fwould ease its operation from an administrative point of view.:qu_'u

.6




This may not however be the overr1din~ con51deration.5 There are some

arcas in which congestion and crime are far more rampant than in other 4

eas.. The daily challenﬂe faced by a police officer in’ the slum areas

‘-or a bl° c1ty are-in a different class entirely from those faced each day

g by the sheriff in a small rural township. Does it follow then that each

of these two peace officers should retire at the same time, or receive

' pcnsions determined by the same formula? Does 20 years of service and

the attainment of age 50 mean the same thing 1n a peaceful country

'usetting as ic does in ‘an” area of very heavy traffic, polluted air, rampant.i'
crime, and mortal danger on a day- o—day ba31s? Is it not rather a“ fact
that the rctirement age appropriate in the one s1tuation may ‘be as much

‘as 10 or even 15 years apart from the retirement age which would make.

“’sense i1 the other situation?

t would seem inev1table that in the de51gn of a plan intended to be as -
rluniform as possible, and to cover all areas w1thin a state, provision would
:*need to be made for some separation of Jurisdictions 1nto classes, according h
" to the size of population crimc rate, ‘and similar factors., Pernaps only

k{ two or taree such categorles need be provided for. ‘The smaller the number,:f
the easi er_the administrative task " But Without at. least some separation

'or-areas in this way, it would seem difficult or even unworkable to design
a uniform plan which would be successful throughout all parts of each state.

Aiterna 'vely, a flex1ble retirement age. prov1slon 1n the plan could meet

hrfgthe practical needs of contrastlng situations w1thin the same state.;

‘4th is notable that when a proposal for a uniform retirement plan was put

. forward recently in California, strong opp051tion to it came from the small

‘peaceful rural areas in which it was claimed that the pr0posed plan was far 7*»

gs }more liberal and hence costly than these local authorities would be able

i‘to support., There is no question that there was merit in these objections., .

“The solution, however, ‘may not have been simply to abandon the idea of a s

': uniform. plan but rather to redesign it S0 that it would be able to be

Lu;applied satisfactorily both in- large crime—ridden cities and also in the r‘

- more - peaceful setting from which these objections can be expected to arise.

- _The later retirement ages, and hence much lower pension costs which would
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1bbc normal 11 these rural settlngs w1ll always give rise to’ thlS problem

-.punless 1t is ant1c1pated 1n the design of the plan 1tself

‘.Aeciprocrty hﬂs more to offer than has vesting 1n preserving manpower in S
the law enrorcement field whlle providing better benefits and greater
;mobllity and opportunity to the indlvidual officer. But to be fully
“ esie ctlve, “all polltlcal subd1v151ons would have to be covered by the f
“reC1proc1ty ag reenent'- a 51tuat10n whlch is very rare today -'and agree-:,
‘ments wourd have . to- extend also across state llnes. -This whole approach :

"has pron;se, but can be 1mproved on, 'as shown later in thls report.l

B L R

'ncc1proc1ty as between federal and state retlrement systems is also needed

'les discussed 1 ter in this report.




@

‘"FULL PORTABILITY" OF PENSION RIGHTS AND RESERVES

"'The concept implied here would contemplate the transfer, with the police

o officer, of all of his accrued pension rights from the, losing employer Co

"rffto the gaining employer, along with the :full actuarial reserve necessary

o »to provide the accrued benefit._.

% j""‘ -

It would differ from a widespread system of 1007 immediate vesting in that

the losing employer would no 1onger ‘have any obligation to its formerv"“

'femployee. “There would be no need to maintain records as to his pension }1 o

*rights, or to enquire as’ to his continued survival name, location, or

retirement. All of these matters would be of concern to the gaining employer e

B Oniy-~7

Unlike the system of reciprocity as generally practiced there would be

"‘;no allocation of cost between- employers at the time of retirement.; The

{all of the cost of the pension.pgf"_-"% 12311;;4,3f

rinal employer would have all: of the money and would be responsible for

\

PES

: When the matter is stated in this way, it would seem that this concept of

full portability of pensions and reserves make good sense.v However, there

'ifare at 1east as many pitfalls in this approach as in the. other approaches

"idescribed 80 . far. These include.

=

b-_(a)’szhe complete absence of actuarial reserves in large numbers ='

-'of local government retirement systems. This would in many .
;:{vcases create insuperable problems at one or both ends of the ',En-"
;ftransfer. In large numbers of cases, the: losing employer' ”
) ‘Msimply would not have the funds to transfer._ In many other E
diﬁcases, the gaining employer would have no fund into whichi;f
:hto place the transferred reserve, and hence no capability’: ; }
e'ito earn the interest, absorb the mortality risk capital 57'-"
-v‘“iifluctuations, and other experience fluctuations which aref'
"{normal to" the operation of a pension fund. When reduced - :
‘jt‘down to a single individual the actuarial reserve whichdil j?;dw:‘<'
~1s calculated on the basis of - large numbers and the opera—f"
'tion of averages, would involve a financial hazard ‘and - ;f o
little else.. The gaining employer might gain or lose from . it
f”'the transaction.- ¥ i




ij;(b) ‘
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The commencement date of the’ pension and its form may

or may not conform to that of the gaining employer. The f ;,f,;;_-"

Lifk odds are that it would not.

(c)

The question of transfers outside the law enforcement
field would have to be resolved If the police officer

is entitled to his accruing pension and its reserve

7'a value as a part of ‘his compensation, and to have it

- move along with him, is he any less entitled to it if o8
. he leaves the law enforcement field and enters some '

other employment? 1f his right to the pension is absolute, ‘

regardless of the direction of transfer, then the concept

" of mobility-with-conservation-of-manpower within the law ,;ﬂsff-f

“J'enrorcement fleld is lost. Reciprocity systems do have

. the advantage of holding law enforcement manpower within i:{

e ,(d)'-

Sy (e)

this field.

What would be the result of future pay increases after

transfer? Generally, a fully portable pension does not i‘-fr'

change in value or amount after it is moved The .
actuarial reserve does not grow otherwise than from

investment earnings which are discounted in adVance.--,f‘”

There would be no machinery ror recognizing the effects waj:w:ff;k_.fv#

i or inflation in eroding pension Values either before or -

after retirement, or upgrading these when plans are . 7 -
1iberalized.: Transferred fragments of pensions would jj';f;,
‘thus be: “quite’ vulnerable to inflation and hence would

become obsolete and insufficient._gf-: el

The same problems that arise in determining the amount

" of vested pensions in the case ‘of plans based on. final

“or final-average earnings would apply equally to portable e
pensions, with the’ added complication that* in determining
- the amount of the reserve to be transferred, an actuarial
allowance for future pay. increases may or may not have

been made.' If it had been made, would the transferring




’f:pofficer be entitled to the transfer of that portion of o
”“:his reserve arising from future pay increases that had

'r{'not yet become effective? Thorny problems would arise“l”

dn the choice of actuarial bases and methods, which would A

"l{f,take on an entirely new significance.»l;‘:

Enough points have been made to" indicate that the widespread establishment'ﬁ 3f¥:>
" of fully portable pensions, along with related pension reserves, cannot be:ijfilh,.
4 «regarded as:a practical approach to the resolution of this whole problem. 1f§3af?fﬂ
»f::: The problems in getting 40,000 separate employers each to bring their ;7t
- pension systems into a soundly funded actuarial condition, which would have
-to precede the successful implementation oz “this approach need only to be't
2 mentioned to. cause this line or attack to be abandoned. ' :




"r;;(S) TEACHERS INSURANCE & ANNUITY ASSOCIATION" A PRECEDENT FOR LAW ENFORCEMENT?

'fﬁln view of the spirit of professionalism which exists among teachers in
w;t?finstitutions of higher education, and- their freedom to circulate among -
if{;these institutions, it is natural to look to the pension arrangementsjyl ‘1 oo
:?t.which apply to ‘them for a precedent which might apply also to law enforce-“iifg’”f
sifment officers.» Theae pensions are. provided largely through the Teachers o

.“:Insurance and Annuity Association.

f-"Hu/toucaL Rcw,ew e TSN

VT ;iIt has been stated that when Andrew Carnegie became a university trustee
T Jiin 1890 he was shocked to find how small were the salaries of the
‘fproressors and concluded that for a proressor “to save for his old age
"pras impossible. The problem made a deep impression on him, and he -
“ffrfrequently discussed the matter with the prominent educators of the
time., - CiNm TR w5 L K '

.

ﬁ In i905 as a gift to higher education he sgave $10 000 000 the income Tr
1lfor which was to provide retirement pensions for teachers of universities, f*i
olleges and technical schools in the United States, Canada, and .

o Newroundland This was the origin of the Carnegie Foundation.:

e
: —

izlearly in. 1906 the foundation reincorporated with a federal charter.,rf:ﬂ»ff
n“fQBy June 1906 52 institutions were deemed acceptable for "free pensions

‘»;'and 33 pensions had been granted to professors and widows..

‘,The concept of treating pensions as "deferred compensation rully assured «??‘:iw“
V'fg:{for the future" is the concept that was incorporated in the TIAA system =
“j }%which later evolved and which employs the use of individual annuity

' ;”contracts and full vesting of all retirement income contributions.‘:ijfﬁ'

‘“};Unquestionably, the greatest single contribution to pension philosophy
'";by the Carnegie free pensions was the concept of transferability. To *

bf;f.qualify for- a retirement allowance, it was not’ necessary that a teacher _

‘%h‘spend any specified length of time in any one of the: associated institu- o
, i1tions.ﬁ In 1918 this concept of mobility was carried over to the much fiv
”l~_vf;broader TIAA plan operating within the college world.» In 1935, 30.years_ :

PP




";after the Carnegie Foundation was organized the federal Social Security
. -Act. established the principle of ; transferable pension benefits for most
';?of the American working f.orce.,}_;,_m'?."~ RPN RERANCE T )

Ji; As their experience with the free pension system had grown, the officers
of the Carnegie Foundation realized that free pensions would give only
woa most limited service to education.A Hence the Foundation began a search
- for a practical and durable pension system that would fully meet ‘the’ needsfd
.b?of the entire college world This search continued for several years and‘
culminated in the organization in 1916 of a study commission, bringing 1:-‘
,together the best available sources of knowledge. Educational and _;.
;Lactuarial representatives sought the solution of a problem that loomed
ﬁ;}large, not only for teachers but for all the colleges and universities
L ;in the country. L TR N S

T"'A statement of principles for college and university retirement planning
~ was published by the Commission of Insurance and Annuities in its report
;jbjOf 1917. These principles included'xf“5”ﬂ E " ' R

"(a)‘7 A college retirement system should rest upon the co-Operation

':fand mutual contributions of the colleges and the teachera._

—

;‘For the assurance of the annuity, there must be set aside f.f;
"year by year enough to build up. a reserve adequate to meet ,?Ti‘f
”=thhe ultimate benefit payments.‘”‘ L e el

f.The arrangement with the teacher should be put on a o

. contractual basis.‘; f;}}'

 The | greatest freedom of movement of’ the college teacher S e

:ﬁ_from one college to another should be provided for. ;*V'pii;;ﬂlfgih;ﬁ

-fifThese recommendations were carried out by the establishment in 1918 of

v'lngeachers Insurance and Annuities Association to provide fully vested _
;\“annuities under a contractual and contributory system. It was felt thatHjm
" these provided "a just feasible and permanent" solution to- the retire-
*'ment problem.: In the next few decades hundreds of educational institu-r]

- tions were to adopt TIAA retirement plans..g.;:‘kA:,,,,




The purpose of TIAA was stated at the outset "to aid and strenﬂthen
L; non—proprietary and non-profit-making colleges universities and other
v;-institutions ‘engaged. primarily in education ‘and* research by prOViding
annuities, life insurance “and sickness and accident benefits suited to
the needs of such institutions and the teachers and other persons employedi'
by them on terms as'advantageous to the holders and beneficiaries as- shall"
~ be practicable, and by counsellinn such institutions and their enployees

"concerning pcnSion plans or other measures of security, all Without m.gf

TIAA was incorporated under the New Yorx State laws applicable to stoc&

life insurance companies.: The charter states expliCitly that its buSiness

shall be done without proiit._ In 1938 the Carnegie corporation transferred*-

the StOCu of the Assoc1ation to. an independent board designated-as‘truSteesie;w-M
.i of TIAA stoct, a membership corporation created by a special act of: the :‘“ |

\ew Yor& State legislature.- As the sole stockholder of the Assoc1ation,-

trustees o< TIAA stocx as.a body elects the trustees of the Assoc1ation,ii;fj

“one of wnom is nominated by policy holders for a four—year term. B e 5

if'T e Colleﬁe Reti enent Equities und (CREFL a- fundamentally new approachli

ﬁ to retirement plannin » Was founded in 1952 as a companion organization ;ﬁ~b
- . to iIAA The two non—profit oroanizations play an important role in '

/ AN-.ican higher education.v Their special retirement and insurance arranﬂe-«

"fments,;available only to educators havestrengthened the educational
'3ﬁfsjstem aud facilitated the attraction to teaching of capable and devoted

" men and women. S ';f," f/i” ' 7-";: e _;‘_3 ‘ o ri;_bf-5%f '

.

Since January l 1936 the contracts issued by TIAA have been self-supporting.
’ Since 1918 TIAA has paid more than $785 000 000 to educators and their )

families as retirement income death benefits, reimbursement for major f*”‘L

medical expenses and income during long term disability. In 1968 benefits
from TIAA and CREF amounted to about $98 000 000.:;”""':
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Over the years, many institutions have become participants in the TIAA
benefit system.; This growth is illustrated by the following tab1e° B

o Year oo ‘;;;; InAtLtuttonA

1928 e '513:9?!
1938, - Tt g7
1948'-'-"“ CossLo
©1958° L0 . gog .
1968 L 2 ,‘12"6‘

Highly significant in this picture of the continuous growth in the number
of institutions participating in the TIAA plan is the: fact that this is -

'b a voluntary system.» There is no element of coercion, or compulsion by '
legislative act.» Highly significant also 1is the fact that it has taken : ‘
40 years for the coverage to extend to the degree indicated by this table.;;\

| Turning to the College Retirement Equities Fund this is a membership o
' corporation created in 1952 by a special act of the New York State legisla-i-ﬂgﬁf_
~ ture, Control is vested in the sevenumembers of CREF who are also the - '”tt.
member trustees of TIAA stock The purpose of the combined TIAA-CREF system =
is to link retirement income more closely with fhe growth and change of the

_ American economy.» Due to the presence and prospects of long—term inflation,

"f a new approach to retirement income had been needed for some time. This ,'
system pioneered the variable annuity concept benefits being purchased

; and paid out in units based on common stock investmnnts.fff

The TIAA-CREF policyholder may allocate between 252 and 75% of his total
concurrent annuity premium to CREF, with the . remainder going to TIAA The
" two parts of this system are designed to complement each other, the aim Ek'
being to provide a hedge against both inflation and deflation.~

. 'As non—profit organizations with services limited to the educational world _
_ TIAA and CREF provide annuites having features designed to meet the special
“hh‘f requirements of the teaching profession._ L S A
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-~ An important feature of the American educational system is the academic i

mobilitz under which teachers, scientists and administrators more ‘often

than not serve a number of institutions during a single career.f ‘As the -
career advances in successive institutions, scholarship, experience, and

talents develop and are refined.. Teachers, and of course. their students, |

benefit from the interchange of ideas stimulated by the movement of academic_~;ff;m
personnel among colleges, universities, research organizations, foundations,’f..?a

‘and government.‘ The colleges and universities benefit by this free movementg;_"

~of- professors and by their resulting acquaintance with the practices and

standards of other institutions.?‘

i A retirement system that would limit or restrict the pattern of interchange

"f_ of academic personnel ‘would not properly serve education or the educator.“~'

The development of the scholarly interest of professors through the years =~
often makes it logical for them to move rrom one institution to another.~f

In recognition of this TIAA-CREF provides immediately and fully vested

L annuities - the individual owns all the benefits purcnased by his own and

- ~his employer s contributions from the time these contributions are made.'-‘jv~

Y

This allows teachers, researcn personnel and scientists to move . freely

: among the 2 000 educational institutions that have TIAA-»REF plans. The B

individual may also- take leaves of absence or. enter business cr government
service and continue to pay premiums on his own.. He may stop his payments

altogether without losing p.eviously accumulated benefits. _,7; ; e

Although the individual has a vested interest in these annuity benefits ﬁ‘

"and takes them with him 1f he. changes employers, each employer is’ assured

by the absence of cash or loan value provisions that contributions cannot
“be liquidated or mortgaged " The individual annuity can be used only for

its intended purpose - to provide retirement income, or Af the employee-rfu

- dies before retirement, death benefits for his family. ;f

"5, In 1956/7 TIAA initiated two new coverages for groups of staff members

~i,f of educational institutions - major medical expense insurance and total ;1l-:'”




disubil::y ocncfits.L Introduction of this new service was made possible:-v

T

N by a $5, OOu OOO appropriation by the Ford Toundation to TIAA to cover B

-

~ deve lopmtn*ai expenses and to provide contingency reserves. h

*either ZIAA‘or3CREF have anyfsales'agents. Counselling service to
"~;insr1tutlons is provided by TIAA throuﬂh its institutional counselling
.'a;d artmc“:. Staff members will counsel by letter and telephone, and when

requestee a. practicable, will arrange for conferences with college'_o

oificer :_ S Vices are provided in: connection w1th the deSignino of neW'_
ilege -nsa ance and retircment plans,” improvement and operation of f
,ians, coordination of TIAA benefits w1th Soc1a1 Security or
ams, and related adninistrative pr oblems.‘ Employee benefit
a:c publisned from time to time in tne educational press or as a
‘separate study, prov1din'7 guidance and. information to. those concerned
"rwitn tr Sl"n establishment and administratlon ‘of benefit programs

o many ainds.r

n consiu;r;nv whether this whole TIAA system would form a suitable model
'1;r}the e*.aoiishment of a retirenent system for law enforcement offlcers,_uf

the foliowiug conSiderations stand out.f_,“ge

- The ength of time which it has ta&en for TIAA-CREF tov ‘i

' reach its present level of saturation has been 40 years..,ﬁ;l
wiThis would seen to be far too lon~ a period In the - ‘1

‘present stage of thinkino and understanding about pensions;
iFrportability, and mobility of law enforcement officers,'

" the new arrangements would have to be’ brought into full

- operation 1f possible in a very few years at the most.

Y N

31The fact that the adoption of TIAA—CREF is voluntary on ,f
“_the part of each employing 1nstitution is harmonious with
'*the absence of Jurisdlction over state and local govern— E

':‘ment plans on the part of the federal government.. It would




',giseem that whatever action is taken, must be taken on E

Efithe basis of persuasion rather than legislation at

’?fdthe federal level. Legislation at the state level is,. {f--

e

'A.however, quite possible and could greatly speed up

the realization of a sound solution.;lg:;’ﬂ

The TIAA system is soundly funded Mdhj of tﬁé;iocal;'ff{

police retirement systems are not runded at a11 or

Q1: are very poorly and inadequately funded.z "here 1s

no question that whatever system 1is designed and
implemented in replacement for the present inchoate

ongolomeration and patchwork of small sepa -ate systems ;W;%

Sh°“1d be ?1&C6d on 2 sound actuarially iunded basis.', -

”here are certain features peculiar to TIAA which would

not work well in the context of police retirement systems.’?; e

;‘afi;i The first of these is the fact that the TIAA

. plan itself operatés-on a money-purchase basis.
Police retirement systems are almost universally

. based on_final-average earnings. . ‘It would.be a . - Sl

 retrograde. step to use the obsolete money-purchase '7:y
f,jﬁapproach in the context of police retirement plans.j

" Similarly, the variable annuity concept wnich is.
... the. very- essence of CREF has been greatly weakened
"“in recent years by the concurrent accelerated

inflation combined with a serious bear market. We ijf‘"

-~ 'do not believe that the variable annuity concept . .
" itself is anything which should ‘be promoted as a

- vehicle for widespread use among police officers p
- or.their retirement systems. - Where retirement plansv

. of government” agencles are adjusted to recognize‘,~,.
- the presence of inflation in eroding pensions to.

 those already retired, the remedy is almost univere,igfl

:-.sally to adjust these in accordance with changes
in the consumer price index. Where this approach

'Tis used;"there is no place forpthe_yariable annuity.vlﬂjz°

-

Although there are 2 000 separate educational institutions j
covered by LIAA‘CREF ‘this number is far smaller than the '
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'3v_-fg40 000 separate jurisdictions which employ law enforcement :
lofficers. It would be administratively difficult.to deal
f'separately with each of these 40 000 separate jurisdictions
- from one central point except at great cost in relation
l;to the amounts and numbers covered. o Jh*' . i@‘, -
'.gUnlike the situation which existed when TIAA was first launched
'h'almost all. law enforcement officers are already covered by
g;pension plans or rone - kind or: another. What ds basically
~ lacking is not the existence of a retirement plan, but the
;provision of mobility between plans. A certain amount of
‘progress has been made in some states toward this, though

"mainly with respect to mobility within the state itself.

411t is striking to note the relationship between the professionalism among ‘?

" teachers and professorial staffs on the one hand and the interchange and

"1circu1ation of the membership of this profession as between educational

institutions on the other hand ' To a real extent the raising of standardsz".

m\iwithin the teaching profession has gone hand in hand with the freedom of

| .circulation of personnel which has been so largely assisted by the TIAA

désystem.,

: While the TIAA model has much to offer in the direction of promoting the L
:concept of mobility among law enforcement officers we do not - feel in

‘=view of its voluntary membership and- the widely scattered small fragmented ,

"Ai_,nature of law enforcement employers, that a comparable degree of success

- would result from attempting to duplicate this system in the law enforce- P
'}iment field. Rather, a plan must be developed which recognizes the existing

f.cstructure of benefits and which takes advantage of and does not cut across

~the existing state systems in attaining the goal ‘of mobility far more rapidly

‘_'than would be possible under the TIAA approach. o




(6) CAN THE RAILROAD RETIREMENT SYSTEM SERVE AS. A MODEL?

"‘\,..—" L

.;,Qﬁi” :aj,;?t’in, or. closely affiliated with the railroad industry.. The railroad system i
e L is unique in that it is the only federally administered benefit program
'f'fcovering a single private industry._ Also, it is the most comprehensive Vf
. . vsocial insurance system of its &ind and has played a prominent role in

"'tff;"the development of social insurance in the United States. o

rrfAt the present time,‘the number of workers covered by the railroad social
. : ’ . insurance system averages about 600 000 In the course of a year, however,
' .approximately 800, 000 individuals acquire credits for their railroad service
- and over 10 000 000 persons have earned such credits since the system started )
N - operating in 1937. Currently, over l 000 000 individuals a year receive f;
‘ - benefits of various types.-,.?, T L ' S

it Hustoucal Backg)wund

Private pension plans originated in the railroad industry in 1874 when the
/_vfirst formal pension plan in America was established.' By 1927 over 807 '
of all railroad employees in the United States worked.for employers which
had formal plans in operation. Many or these plans had serious defects. :
"!vrCredits could not be transferred from employer to employer., Benefits were {”
zioften inadequate°' funding standards where they existed at all were poor,_f‘
::and plans could be terminated at will._f - i ' G

cy
K1

"~.The great depression of the early 1930's gave impetus to demands for retire-ih
'.ment plans on a national basis. Railroad employees had a special interest
in this problem because their inadequately funded and non—funded private,ffﬁv.

"‘pension plans could not keep up with- demands made on them by the general
. deterioration of employment conditions and by the great accumulation of "

o older workers in the industry. This led to concerted efforts for the 7,
establishment of a national program which would provide immediate retirement

.'-:‘benefits in reasonable amounts to aged and disabled railroad workers.‘.Congress“

f’Coverage under the railroad social insurance system is confined to employees sliff”
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recognized the special problems resulting from the interstate joperations 7
. of the industry’ and enacted legislation for a special railroad retirement o

i system. o

'}-~_The first legislation in this field was the Railroad Retirement Act of 1934,'f_‘5 ’

jizwhich set out to establish the first retirement system for non-governmental»

’4workers in the United States to be administered by the federal government.»
»_However, this Act was declared unconstitutional The Railroad Retirement &

B ;gCarrierssTaxing Acts of 1935 were, therefore, enacted to avoid the constitu-f

”},tional difficulties encountered by the 1934 Act. These acts were also S ,
‘_challenged in the courts. Before the appeal filed against the court ruling

"'_was heard railroad management and 1abor formed a- joint committee to negotiate

: the matter, from which resulted a memorandum of agreement which in turn, led -
_“gj],to the Railroad Retirement Act of 1937 and-its companion bill the Carriera‘.r
'Vlf'Taxing Act both of which became law in June 1937. : ’ ' ‘

-’These 1937 acts set up a staff retirement plan which provided annuities
'-to aged retired employees baseo on their creditable railroad earnings and

V service. The system was financed by a scale of taxes levied on employers

4‘; and employees, applicable to: the first $300 of monthly earnings. - ,ﬁ;'

Many amendments followed eYtending the benefit arrangements and dealing
3with the coordination between ‘this system and the ‘federal - Social Security £

*eﬁjrsystem. Increases in benefit amounts, changes in tax rates, increases in
f"i~ifthe limits of creditable and taxable earnings, liberalizations in eligibility

iﬁ:requirements for benefits and new forms of benefits have been added

.Pl:At the present time the Railroad Retirement system provides monthly benefits‘
;i:to employees who retire on account of old age or disability, ‘and to the
V‘ieligible wives or dependent spouses of such employees.: In addition, ie.
'fffprovides for. monthly and lump—sum survivor benefits to wives, children e

o and parents.sl_:?‘* S f"?"*ifﬁ '




"_'The Railroad Retirement system was conceived originally as a retirement -

'if;_plan which emphasized income benefits based on length of service and amount

'ugiﬂfof earnings.. Successive amendments gradually changed the character of the I

system as more and more features have been added taking into account the

""_presumptive economic needs of the beneficiaries in terms of family composi- o

:‘vtion, but benefits still tend to be related to the service and earnings

“hwdof the employees themselves. Today, the system may be considered a social

B insurance program with some retirement plan features.;‘:’“

In computing amounts of survivors insurance benefits, earnings covered

by the Social Security Act are combined with earnings in the railroad

vindustry.l The amount of benefits to survivors is determined not only

by the employee service and earnings, but also by the number and ages of

‘_dhis surviving dependents. , el e R

'Under an’ agreement between labor and management the 1966 amendments to :

the Railroad Retirement Act included provisions for a system of supplemental
‘annuities to certain 1ong«service employees awarded regular annuities after_

. June 30tn 1960. ”his provision gave recognition to the fact that large’x

;fjnumbers of workers covered under the Social Security system (for example,,m
"steel and automobile workers) were also covered by private pension plans, t
’"that is, it was designed to increase the retirement income of currently |

~retiring railroad employees to amounts comparable to those available to

h.?iiother workers.' This supplemental plan is- financed entirely by employers

by means of a special tax on man-hours paid for.;i

Coo&dindtion withisociazlsacuijty Sgatow7fiéf,,f*-'

e Thezprincipaliforms of coordination include}??

p (a)wi Jprisdiction 6vef:sanivoré'iﬂsﬁiégcejbenefitss:.ﬁ:-;‘ E

'7:;h{(b) Transfer to Social Security coverage of individuals with less
R than ten years of railroad service.r_;fﬁ?“' ' o

"f;ﬁ(c)fh?Financial-interchange:arrangementsf;iei"'2_

“r




(&) Provision establishing maximum spouse annuity.

. (£) 7 Earnings base and: tax rate, - - C o oLt Lo

éf.x

b'under the Railroad Retirement Act. All Social Security prov151ons such

'(e)l¢{0tr5cts for dual beneiit increases In 1966 and subsequent B

5f'y=ars.'l. - _,@,la '_ff’v";]fif;ﬁ s ;ﬁ]:fp'“ o

Tk

v,

;der't. financ1al interchange prov1s1on the Railroad Retirement and Social

=cur1ty sys,ems are required to ma ke . annual determinations of the amounts

,wnich ‘would ‘place: the Social Security trust funds in the same’ position as.

-

'i: the railroad serVice ‘after 1936 had been covered under the Social

- Security system. As amendments have taken place in the Social Security

system, prov1sion has been nade for each amendment to apply to benefiCiaries

-as- chosc for disabillty insurance benefits, earller retirement benefits,

aad" th re xation of requiicnents for insurance status have formed a

loor unaer “he benefit structure of the Railroad Retirement system.

'an-lroad emnloyees are guaranteed to receive lO/ more than would be payable

cnucr Tae Soclal Se curity system. Inaiv1ouals can receive benefits simul-

: .uu&OUb-y unde: botn the Railroad Retirenent and the Social Security systems.b

-o*ever; -nc.eases granted by the 1966 and subsequent amendments are reduced

.y che senefic ry is also receiving a Social Security benefit. o

Lo

K

.»lnrougn 1969 oenefits under the Railroad Retirement system have been .‘; ipﬁj.gf
faWa.deQ to l,lOO OOO retired employees, 500 000. w1ves and - 1, ,400, 000 surv1vors.
At the end of’ 1969 there were about . 968 000 beneficiaries on the’ rolls ,

kuand benefits were being paid at the rate of more than $14 billion annually._a

In searchin0 for a model or. precedent which mignt serve as a guide for the

development of a plan or system prov1ding mobility for law. enforcement

"officers, it is natural to look to this nationwide system covering a specific'
‘industry to see whether this contains the elements of a workable system g'a

‘t.'g:for law enforcement officers. There are many contrasts and differences
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between the conditions existing in the railroad industry and those presently_

'i.:existing in the law enforcement field._ Some of these are as follows.

'V:a(a);i

CEAthe business primarily of . state and: local governments.

Railroad;comprise private industry, law enforcement is 4a55

:AV:This requires a different legislative approach

’ Railroads generally operate across state lines,, law 3-” g

t‘enforcement, on the other hand is administered through

”-h:a fragmented series of local governmental agencies as ’

: !:well as state agencies, each confined within its own
o territorial limits.v7.av, T

*,The private pension systems which existed at the time N
of the establishment of the. Railroad Retirement system o

.?were in a serious financial condition and unable to LR

;l?'"withstand economic difficulties. State and" local

government systems, on the other hand do have their fax_“7

"Li:taxing power as a basic financial resource.,l,j

The constitutional difficulties which arose ‘at. the'

v‘-:establishment of the Railroad Retirement system would

-V',Q;probably have been less difficult to cope with than

;l"those which would arise ir an attempt were made to E

.Ql establish a nationwide system by federal 1egislation*f'j? s

';3, for police officers, administered by the - federal

;'government.

'";»The Railroad Retirement system operates largely inde-.'

;ﬁ‘ pendently of the Social Security system as an alternative

’jg'social insurance system. Many state and local government B

“T1,plans operate alongside and in addition to Social Security

choverage, as do private plans, although this 1s not by

: f<any means universal with respect to police officers. ;ffgg[a- D




“Subject to. all of- these limitations and contrasts, it is of course conceivable

P

"rthat a centrally-administered retirement system for law enforcement officers— B

&i‘~cou1d be established under federal auspices., If this were done, it would

'3f;;seem more likely that its’ coverage would have to be’ extended piecemeal, with

the initiative being taken separately in each area to bring state and local
government units under ‘the system. This would prove to be a most time—consumingh:
process 1aborious 1in the extreme, and unlikely to result except perhaps
::jafter many, many years, in full coverage under the nationwide system. .Those . -
,ialocal authoritiesepresentl/ the most . afraid of. losing personnel and hence

the least likely LO be paying wages and benefits at a competitive standard _
lwould be, for these reasons, the least likely to enter the nationwide system.vq
‘I is these: same local authorit es. which would be the most desirable, from-

'--;the viewpoint of the national interest, to oring into the nationwide system.d'

:;After muCh reflection and enquiry, we:havefconcluded thatuthe idea of estab- ' .
"lishing single nationwide retirement system, imposed upon all of those
employing law ‘enforcement officers by feaeral decree, is not a practical : _
'/approacn, and we would not, .hererore, iecommend that rurther consideration‘“"
be glven to this alternative. JIE the approach to a centrally administered
:system were through voluntary action on the part of each of: the many thousands

} {‘of local authorities, the result would not measure up- to what is, needed either:f
Q» in the time it ’would take to achieve a wdrth—while result the damage to o _
éfexisting systems or in the ultimate coverage provided unless heavy federal e
»subsidies were provided._ A more practical approach is available, as developed
h;'later 1n this repo.t. o S ' ' : &




T A SINGLE' ST: ATEWIDE POLICE RBTI‘U’"*‘\IT SYSTE:

IR »ecause ic prov1des the most dircct and successful approach so far to the ,~f['
“",'problen of mobility as between all local authorities within a single state, s.jlf
we presay 1n some detail the foilow1ng account’ of the position which has e

x reCcntly been reached in the State of Washington. f%il

".Fuc?. Porutabt&,tg 06 Pemswm Comes /to /the SI(LCQ 05 WMantan

',d;In the .year 1969, tne Washington State leﬂislature enacted far reaching h”
lleﬂislation which swept into a single retirenentsystem more than one hundred
':SCuLterLd pen51on plans of c1t1es, towns, townships, counties, and other
‘Ju.isdictions throughout the s;ate.;mfjogi;? ’ o
. 'A.'rc autaang Ma,temde /cmement 'y _jbiem p/wwdu an cxcc&te/ut cxample S

o ola Aacu,twn owucn L4 adopted by each cmd eve/ay state /truwumou,t the

s _L:u,-ed Sta,tu woul’,d Aoﬁvc once and 50/1 a,&a Zhe p/wa,em of rrobt&,ty 05 |

SREr ovanmt 05 zaw enﬁoncwewt 055&% at zea/st within the’ boundafuu 05 ‘
eaca 4Iate._m Tnis legislation does not however resolve the problem of}"'

A

:nooility as. between states'- a subject dealt w1th later 1n this report,
_;Foliow1n° are key extracts from the Washington Law Enforcement Officers ,
"and rire-Fighters Retirement Systen Act., Sincﬁ‘this may well form a |
”oasls for the guidance of other states, we have felt it adv1sable to
~5quote these sections verbatim, even though they contain some references;

to extraneous matters._~ s '

, —*4'1"".26.‘040 SYSTEM CREATED - MEMBERSHIP - FUNDS - .
QHTRANSFERS15'AM0RTIZATION OF'UNFUNDED'LIABILITIES; _

- The Washlngton Law Enforcement Officers and Fire-Fighters
~ " Retirement System is hereby created for Fire-Fighters and
;‘Law Enforcement Officers.,};g RN e T L

(L) ALl Fire—Fighters and Law" Enforcement Officers employed
.. as such on or after March 1, 1970 on a full-time fully.
.~ compensated basis in this state shall be members of the’

S Retirement System established by this. chapter w1th




- membership occurred; PROVIDED.that any death in ' o
..-line of duty lump-sum benefit payment shall. continuet};wlh=v*»:ﬂ:

T

) "respect to all pe ods of service-as such, to the .-
TP exclusion of any pension. system existing- undcr any';ﬁ" L
ooV prior act, except as prov1ded in subsection 2 of -

”5;,}this section. S L Sl

fAny cmployee serv1n~ as a law enforcement officer

+or fire-fighter on March 1, 1970 who is‘ then -

* making. retirement contributions under any priorA

" act shall have his membership transferred to the

" system established by this chapter .as of such date..

';,eUpon retirement for service or for disability or . . ‘
. death of any such employee ‘his retirement benefits .

~vearned- under this-act ‘shall be -computed and- paid.

Y In addition, his benefits: ‘under  the prior retirement
~aet.to which he was making contributions at ‘the time,v)f
- of this transfer shall be computed as ' if he had not

fV‘transferred - For the purpose of such computations
- the employee's creditability of service and eligi-

.. bility for service or disability retirement and

. survivor and all other- benefits shall continue. to"yw

" be prov1ded in such prior retirement. act, as if

‘Jtransler of membership had not occurred.a»-

2’ffine excess, if any, of the benefits so computed

.. giving full value to surv1vor benefits, over the
.. benefits payable under this 1970 ‘Amendatory Act-
- shall be paid. <If the- employee s prior. retiremeat -

system was the Washington Public Employees' Retirement =
. System, payment of such- excess will be made by that

.- system; - if the employee’'s prlor retirement system:
- was .the Statew1ae City Employees' Retirement System,

“payment of ‘such excess shall be made by the: employer':w'r'

""which was the menber s employer when his transfer ofe

X,

' to be the obligation of that system as provided.in

“R.C.W. 41.44.210; in the case of all other prior . =

retirement systems, payments of such-excess shall -
. be made by the employer which was the member's
iemployer when his transfer of membership occurred

- All funds held by any firemen S or policemen s relief
“and pension fund shall remain in that fund -for the.:

. . purpose of:paying the obligations of the fund. The

g municipality shall continue to levy the millage as

" provided in R.C.W. 41,16.060, and this millage shall
" . be.used for the purpose of paying the benefits pro- p“

.vided in chapters 41.16 and 41.18 R.C.W..  The:

° . obligations of chapter 41,20 R.C.W. shall continue to
... be paid from whatever financial sources the city has
'Egn'been using for this purpose.ﬁv.}';P . et




- (4) Any member transferrlng from the Washington Public
B ~ Employees' Retirement: System or the Statewide City .
- ~Employees' Retirement-System. shall have transferred I
" . from the appropriate fund of the _prior system of = ..
. membership, a sum sufficient to’ pay into the Washington-
- .Law Enforcement Officers' and Fire—Fighters Retirement -
" 'System-Fund the amount of the employees' and employers' .
 contributions plus credited interest in.the prior system"
~for all service, as defined in this 1970 Amendatory Act,"
- - from the date of ‘the employee's. entrance therein until- -
.© March 1, 1970. Except as provided for in subsection (Z)f
.~ :-such transfer of funds" ‘shall. discharge said State: :
' - “Retirement- Systems *from" ‘any “further -obligation to ‘pay .
"’ benefits to such transferring members with respect to.
such serv1ce. . REEN . 2

.:All unfunded 1iabillt1es created by this or any other

section of the chapter shall be computed by the actuary L

in his biennial valuation. Such computation shall R
.- "provide for amortization of the unfunded liabilltles.tvb"
- over a period of not more than 40 years from March 1
- 1970. . The amount ‘thus computed as necessary shall’:
‘be reported to the.Government by the Board of the .
~ Retirement-System for inclusion in the budget. The T
legislature shall make the necessary appropriation = =
“to fund the unfunded liability from the State’ general

: lfund beginning with the 1971/1973 biennium.. :

41 26 050 PUBLIC EMPLOVEES’ RETIREMENT BOARD TO ADMINISTER ;7IT
O SVSTEM - ADDITIONAL MEMBERS ELECTION TERMS L

L The Retirement Board shall be composed ofpthe members,of_the

- Public Employees' Retirement Board established in: chapter = -
~ 41,40 R.C.W. Their terms of office'shallpbe;the same_as;'“*'
- their termsof office with the Public Employees' Retirement’ '
Board. The members of the Retirement System shall elect. two -

":“I“additional members to the Board who shall be members of the f”

- Washington Law Enforcement Officers' and FirefFighters AR
.- Retirement System. These additional board members shall - .
_.serve on the Retirement Board only for purposes of administer-

VTT ing this chapter. ' One board member ‘shall be a f1re—fighter

‘and shall be elected by the fire-fighter members and one

N“3 shall be a law enforcement officer elected by the law

enforcement members. - These board members shall serve two .
* year terms.... All administrative services of this System ;f
.. shall be performed by ‘the Director and staff of the Public

~ Employees' Retirement System with the cost of administration -
. -as determined by the Retirement Board charged against the

. Washington Law Enforcement Officers' and Fire-Fighters'
- Retirement Fund as provided in this chapter from funds o

: "appropriated for this purpose. e

T




41.26.060 DUTIES - LIABILITY OF. BOARD MEMBERS

The administration of this system is‘hereby vested in the Board ,L;»‘qj‘
- of the Washington Public Employees' Retirement System persuant o
* . to Section 5 of this 1969 Amendatory Act and the Board shall.
‘(l)‘fKeep in convenient form such data as_shall be S
o ,deemed necessary for actuarial valuation purposes'

- (2) - As of March 1 1970 and at least every two
: :‘years thereafter, through its actuary, make an
 .»actuarial- valuation-as to ‘the mortality and
. service experience of the beneficiaries under
~this Act and the various accounts created for
the purpose of showing the xina1cia1 status of
’ the Retirement rund : : : :

’Adopt for the Retirement System the mortality Sl
. tables and such other tables as shall be deemedffﬁ3
& necessary, . : : s o

fikeep a record or its proceedings...., .

'.....adopt such rules and regulations....for
- "the administration of the provisions of this
1969 Amendatory Act....,i 1 . R

Provioe for investment reinvestment deposit
Qand withdrawal of funds, R

Prepare and publish annually a financial ‘.
”*statement...., - Do R

“Serve without compensation but be reimbursed
- for eXpenses..oey - f SR

AiPerform such other functions....,

" No members of the Board shall be liable for. theifi‘_
“negligence, default, failure of- any employee or

. other member of the- Board....but shall be liable .
E:only for his own personal default...., ;é‘_

" Fix the amoun* of interest to be credited at a
. rate which shall be based upon the net annual :
earnings of the fund....and make any necessary
changes in such rate...., S :

=1

S




(12) Pay from the Retirement Tund the expenses incurred
: in administration...., :

“g(l3) Perform any other duties prescribed;};., Call disability
"+ claims ‘shall be submitted and approved or disapproved
" +by the disability boards established by this 1969 O
‘Amendatory Act....rq Culn TR S

S -41.25;07o'wASHINGToN LAW ENFORCEMENT OFFICERS' AND -~
. FIRE-FIGHTERS' RETIREWENT FUND CREATED - TRUSTEES . ©

. "A“fund 'is created ‘and established*in‘the“StatePTreasury to be
~ known as the Washington Law Enforcement Officers' and Fire-Fighters'
Retirement Fund and shall consist of all monies paid into it in- Ny
~accordance with the provisions of this 1969 Amendatory Act, whether .
'_ ‘such monies shall take the form of cash, securities, or other assets, -
- The members of the Retirement Board’ shall be the Trustees of these-
“funds' created by this 1969 Amendatory  Act and the Retirement Board
f;_ shall have full power to invest or reinvest these funds in the . '.
" - securities authorized by R.C.W. 41.40.071 as now or hereafter,amended.’

P

:tf'41.26}d80 FUNDlNG TorAL'LzABiLiTv OF svsreM ,;J‘w; S

The total 11ab111ty of this system snall be funded as follows."f’d
W:? (l)i;Every member shall have deducted from each payroll
. a sum equal to 67 of his ba31c ealary for. each pay
- period i IR
”Every employer shall contribute monthly a’ sum equal to
" 6% of the basic salary of each ‘employee who is a
... member of this Retirement System. The. employer shall"
" - transmit the employee and employer contributions with . P
'__a copy of - the payroll to the Retirement System monthly.:

"The biennial actuarial valuation required by Section 6 (2)
- ‘of this 1969 Amendatory Act shall establish the total -
... liability for this System. This 1liability shall be
7% divided into current'service liability and prior service"
- 14ability.: The ‘contributions required by (1) and" (2)
.7 . above shall be applied toward the current‘'service . -
- .1iability to be appropriated from the State general = =
. fund. . The'prior service liability shall be amortized .
- over a period of not more than 40 years from March'l,’
~.1970. . The amount thus: computed shall be added to the
- - current service liability to be appropriated from the T
'?"State general fund. O ) ’




5

o This total amount shall be reported to the Governor Lo

by the Director of the Retirement System, upon '

N approval of the Board, for inclusion in the budget. ,
The legislature shall make the necessary appropriation W
from the State general fund.to the Washington Law
"Enforcement Officers' and Fire-Fighters ‘Retirement :

~ - Fund after considering the estimates as prepared and oo

submitted. " The transfer of funds from the State . =

~general fund to the Retirement System shall be at'a *

_“rate'determined by the Board of Trustees on the basis

- of the.latest actuarial valuation. The total amount

. . of such transfers for a biennium shall not exceed. the

’"fwtotal amount appropriated by~ the legislature.-_g, ,

. Every member shall be deemed to’ consent and agree to
~ . - the contributions made and provided for herein, and
- shall receipt in full for his salary or compensatlon. '
Payment less:said.contributions shall be a. complete -~
- discharge of all claims and- demands -whatsoever for
... the. services .rendered by such person during.the f,
- period covered by such payments, except his claim :
- to the benefits to which he may be entitled under~:“ﬁ B
the provisions of this chapter.;_ L oo

"i.The remaining Sections of the Act contain a description of benefit rights'
~and formulas._ These are summarized immediately following these exerpts_r~

 from the Act. . The follow1ng Section is however, of interest and is again

'“,”‘Quoted'fullytggxf'--

41 26 240 INCREASES OR DECREASES IN RETIREMENT ALLOWANCES TO
' BE DETERMINED BV RETIREMENT BOARD.IN ACCORDANCE WITH o
o e CONSUMER PRICE INDEX B

: (1)-1"Index shall ‘mean for any calendar year, ‘that year s,
. - . average Consumer Price Index --Seattle, Washington area
. for urban wage-earners and- clerical’ workers, all items -
(1957 -~ 1959 equals-100), compiled by the Bureau of
o Labor Statistics, United States Department of Labor.

) "Retirement Allowance shall mean - the retirement :
. allowance provided for in R.C.W. 41.26.100. and 41. 26 130 I
. and ‘the monthly allowance provided for in R.C. W.‘41 26. 160.y;'»

-A“?f{Effective April 1 1971 and of each succeeding year,.3i ,'f
. . every retirement allowance which has been in effect for.
. .more than one year‘shall be adjpsted to that dollar




amount which exceeds its original dollar amount by
_the percentage "difference which the Board finds to .
-exist between-the Index for the previous calendar
year and the Index for the calendar year prior to: ...
=" the effective retirement date of.the person to whom,‘n" S
‘or on behalf of whom such retirement allowance: isv'» 4 ’:
‘being paid; - PROVIDED that no retirement allowance “

- shall in any event be reduced to a dollar amount less
"-than its original amount.- *

ﬁ«Whenever the amount of a benefit is to be recalculated -
.- because of a change in the number“of children, the '
*. amounty.shall. bewcalculated: asgitathaanew«numheraof
children had:always been in’ existence.s ?

'ﬂi,_The following paragraphs contain a tonvenient summary of the benefit pro—fr'
_visions of the Washington Law Enforcement Officers and Fire-Fighters

- Retirement System.v These benef ts now apply to el gible employees of localu”.

'fi'autnorities throughout thé‘State of Washington in replacement of a variety ffllﬂTna

’E:4of systems which previously existed This summary was prepared by the s
i:_onsulting actuary to the new system.:.;‘;'f=

| . §ER01¢E ,RETIREMEW!{E il
Membua Beneéut : PR

L

- Eligibility..“' -?kage 50 and five years of service.
‘Benefit..,;_if 'f(a)szembers with at least 20 years of service.ﬂ 2% f e
N *h“-£:gof final average salary for each year of serviceﬁ:'y};j“

;Q(h)flMembers with 10—20 years of service. 1 5% of oo
-fa-ytffinal average salary for each year of service.‘f.f‘fdj :

Jf(¢)¥iﬂembers with 5-10 years ‘of service._ 17 of tinal;’g 75,;
'4u;“iaverage Salary for each year of service._”;; R R

r:Suav4von,A Bene64t7;3;,;g"
_Eligibility.: o

’;_ﬁuﬁtema£r1¢d5§§ousé,whsfwés;a;££iéd to:retired:member;:;f;;f"
. for at least one year prior to.the member's.death or : ' .
- unmarried child of deceased member under eighteen; . " ..




.

... Benefits - . . - (a)  If eligible spouse, continuation of member's
Gy e e . *.. .. retirement allowance, plus 5% of final average FUR
- ' salary for each surviving child, with a limitation
.- . -on the combined allowances of 604 of final averagei?
'"*j;'salary.,. : E : - i '

%;If no; eligible spouse, BOA of final average salaryfiglu
< for first. child plus 10% for each additional child,
j;subject to 60/ of final average salary limitation.rg

Special Provision:f- If the member's contributions have not been exhausted .
T e e - at the point at which there’ are no.remaining survivors,
7 the balance goes to the membe 's: legal heirs. f : .

‘AFZDISAB:IL‘ITYV'; f f;f' SR

o Membus Benegx,t SRR S : .
.. - Eligibility: l.;_ : Continued disability after six months waiting period
L e f;(during which salary is paid by employer) E

.jbenefitipir o 50 of final average salary plus SZ for each child up
S e ' to a maximum of 60,4.:__.«;3~ RN L :

. -.Disability: = - . - “Upon recovery before age 50 member is restored to B
T FIRTEN service with full credit for service while disabled.;ﬂ_

: Upon recovery after age 50- member s benefit continues };
.. as the-greater of his disability allowance and his'g;;‘
};dservice retirement allowance._;’f L . ST

»Swwwoné Bcne&.,t el T e e

= .

bg‘hEligibility.‘”f:', ;f Unremarried spouse who was married to retired member L
B T AT - for at least one year prior to the member's death or = .~
\:unmarried child of deceased member under eighteen._ [;;;f, =

’ .Note. The one year periodaof marriage prior to death
. is not required for duty related disablements.

.~ Benefits. - T B o If eligible spouse, continuation of member 8 ;;
T T T " disability allowance, plus 5% of final average - .
- salary for each surviving child, with a limitation
" on the combined allowances of 602 of final :
'rf;average salary.;,;‘ SR S

v?»If no eligible spouse, 302 of final average salary
2o for first child plus 10Z for each additional child, .
'{‘subject to 60% of final average salary limitation-t;;c;y




:,'ESpeciaIT?rovisionti:ﬁ-If'the member’ s'contributions:have not been exhausted RS
R DR *;;at the point at which there are no remaining survivors, i
' the balance goes to the member s legal heirs. [ o

iUEATH wHILE ou ACTIVE vurv

e‘Eligibilityﬁ ;‘Unremarried spouse who was married to an activevmember
il ; +:for at least one:year prior to the member's disablement
ha,or unmarried child of disabled member under eighteen.,

. Bemefit: = . 1 -(a) 1f eligible spouse SOZ of final average salary,, e
g Dy ‘plus 5% of final. average.salary for.each surviving =
child, with a limitation-on the. combined allowances. o

e_of 602 of final average salary..; s s

E]If no eligible spouse 304 of final average salary
. for first child plus 10% for each additional child,
“:subject to 60% of final average salary 1imitation.i

?cSpecialr?rovision:rijfIf the member 8. contributions have not been exhausted at'g,f
...t .0 the point at which there are no remaining survivors, the o
":balance goes to the member 8 legal heirs. S : ~

}»Eligibility} Termination of employnent after five years of service..,v;;ﬁ'

"his does not relate to transfers of employment

: jwithin the area covered by the _system., .-

. Deferred Benefit | E
: Commences at.s

fiBenefit"waiM Ca Members with atJIeast 20 years of service.y 2% of
| . final average salary for each year of service.

_,Members with 10—20 years of service. 1. 5% of final ‘f'f
‘jisfaverage salary for each year of service. ;' el

'%{Members with 5 - 10 years of service. 12 of final p
E average salary for each year of service. R -

"j.Death‘While Vestedf*
- Prior to Commence- - el e L e e : : S
. ment of Benefits:;'?l‘Member 8’ accumulated contributions are paid in lump gum .

RSN UE SN IOt . ) heirs. : ey s _ s S




i*ffwiTHvRAwALiPRzoé’76 vssrrwé;':;,*"='

yﬂi,7="' . ‘ ’ W‘W.\ : S R S N Sl Fe : :
8 SRR ‘-,.‘-Eligibility. SR Termination of employ-ment with no other benefits payable.
i o :". »_g;.,» R ) S

'vBenefit-~}ijfﬁ’ '.’L: Return of accumulated contributions.;:ifd

‘i;jf#oSfégerngMENr?tNéREAsesf;:‘ Py

;hflIncrease or decrease proportionate to the increase or 7

..., decrease in the Consumer Price Index, with change . )
-...computed. annually. No. benefit may decrease,below -

R i»fyoriginal amount. f' AR RERE

" Applicability: . - All monthly benefits.‘> o

= sz,thejr Inﬂoma,twn Re&az:wa to the Wa/.shmgtan Sta,te SgAr_em

J“‘~The following extracts from the report of the consulting actuaries to the

t:,j Washington Law Enforcement Officers and Fire-Fighters Retirement System‘
. may be of interest in clarifying further the manner in’ which this system : s

'*.rﬂoperates.}'*~7°1'

“'ffi"The various local systems comprising the statewide plan have
"‘:;'retained their responsibility for making retirement allowance )
S payments to the (already) retired members of, the local systems'f:wf“

"djpas of the valuation date.» Accordingly, there were no calculations

"‘ij;to be made in the first valuation with respect to persons then
: luff,retired Mo ” R SR BRI

: _jf“As to the costs of the system,r the first actuarial valuation E
1“;5:5 brought out a current service liability of 30 27% of the total
1jfjii‘fﬂi_fgannual salaries of members of the system. The corresponding o
| ."iuf;contribution rate for amortizing the unfunded liability for:iili
"jrnprior service over the 40—year amortization period ending =
;fFebruary 28 2010 -as required by law, was. 14 892 of the -
- Fryrtotal annual salaries.}'Thus the total required contribution
--l?hf:ﬁ}yl i'from all sources was 45 162 of salary.r_ ' '




VLS ﬁfu"Since each employee contributes 6/ of his salary to the system,; T
:f*b'and since this 1s°matched by the (local) employer, these amounts

.Tf”are deducted from the above percentage leaving a net contribution

rate of 33 162 as an obligation of - the State of Washington. ﬁ.ff‘ o

I B

‘iff;The"foregoing information relative to: the “new statewide plan recently enacted »f:};*
‘:_by the Washington State legislature in replacement of more than one hundred _
local systems is put forward as an illustration of what can be done by each . g
"fastate to take care ‘of its own situation.i It does not deal with transfers o
:t_between states which are the subject of the next following section of this f'““

Tfreport (Section 8)

*ﬁbNo comment or. evaluation is made here as to the particular benefit structure _;:ffr.
Ladopted in Washington. The important point to notice 1s its breadth of ff -
bcoverage throughout the state. We do have certain refinements to suggest as 3“$;if

7 ':ito basic benefit design.' These are described in Section (9) below. A backstop—-ii ;
Wt';minimum benefit approach is outlined in Section (10) N We are hopeful that there‘fii"ﬂ'
l'ﬂwill be no’ need to resort to this, even: though it would be a. vast improvement ff'rﬁ”?-:

. over the present status in many states.' We would however, prefer to see an

.;;Anapproach similar to those described in Sections (7) and (9) adopted by all 7‘3“':::b'“

ﬁxﬂstates.;a-




ERREELN

_[single statewide system for law enforcement officers appears to provide
7Zithe most’ feasible and effective resolution of. the problem of lsteral

N ”1rmobility within the. borders of each state, and to be within the legisla-ff

'“?“ntive power of the state to accomplish this does not in itself resolve “{?;:id ;

e the problem of transfers across state 1ines.

Nor does the,federal,governmentgapparently have the power to legislate 795f5?3"'1

"'Jdﬂ the establishment of a single federal system which would sweep all of -

‘“"ij}:these state or local government systems into one overall law enforcement

:25fofficers plan which would cover all of the United States.'gf;

."§1While the majority of transfers of employment would probably still occur %::

.ff:within the borders of the state of residence the number of potential

W’7“interstate movements 1s still very large and important in the overall

j“’_"f_fvdevelopment of professionalism, the effective deployment of available 1 R )

;~~{;manpower, exchange of experience, filling of positions by men of the o

: h‘f'r_best caliber, and in the expansion of the fields of opportunity for the 1f AT

R -,.lindividual.

t“ﬂThe*followiﬁgﬁconsiderationsjapplyzif‘ S

-”'*f(a) If all of the vast multitude of small and fragmented local

' -_systems can be. reduced in number to fifty only, through

J'”A_absorption into a single system covering each state, as.
ﬁrabove described then the establishment of reciprocity
;:agreements between these fifty states would become a
:’matter of practical feasibility. ‘As. between 40, 000

u’h{separate existing local authorities, it is not. It is

“'lhprobable that a single form of agreement can be arrived at

T~~ffwhich would be- capable. of serving all or most of these o
;;fifty states.nf?f”;fgff? ORISR ' E




(b) While under some reciprocity systems now in operation, no ‘L
s g{funds are transferred between local authorities, there )
‘fﬁfwould probably be a stronger case for establishing the
: princ1ple of a transfer of funds in the case of movements

>i5between one state system and another.- ,~u1‘,f1“

Q;(c) A uniform actuarial basis for arriving at the amount of
o ”f”reserves to be transferred would seem to. be indicated

fsevenathoughxthissmayinotsand,probably would not coincide e

; ”',f with the actuarial reserve basis being used by the gaining

or the losing state, or either. li“

(d) An alternative would be for each state system to pay its
'{)share of the final pension at retirement with no transfers»;:':f
t?of reserve, just as’ is now done.under some state reciprocity‘ )
f?f arrangements.' Since the administrative work would be - ;‘f 3
greater, ‘and the distances longer, and the respective S
ﬁ;f systems less easily coordinated one with another, we ?'gj‘”
*f would lean toward the previously described method of
P”-?i transferring a reserve and. thus finalizing the whole

'”7*; matter at the time of transfer of employment.,lii'

(e) Such transfers of reserve would not in the relative size
”ﬂfof the cash flows under non-funded systems, cause anything
'ibfflike the same problems for statewide systems that they :
_;{would for the many very small systems now in existence.fbb
:ilWhile the individual amounts may seem large in the value
i;scale of the individual and could cause severe financial o
'f;strains in a small system, especially where this is non— 3’“V‘JVV>':
" funded or. only partially funded, the ‘same amount-would be - ar
t:itaken in stride by a large system, even when non-funded.,»vd?ﬁfﬁ
'm*if5This applies equally to inward and outward transfers.l' i:: S
.dfjA large funded system would be even less disturbed.;sowff}ziinh}*




:ffbf'(f)'glf this whole approach is adopted the only transfers of ,
""'~p reserve would be between states. There would be no transfers

'ljof reserve within any state because all law enforcement officers o

tpwithin each state would be free to move within that atate and
continue to be covered continuously under the one statewide
l-:{retirement system. e L o '

"r;fj(g) While ‘the federal government cannot apparently impose either

asa.singlesretirementssYstemsformlaw enforcement officers on,1~"

l all states or local authorities, it can and probably would

‘ wish to bring its powerful influence to bear in the following

ways.i;fl

‘_gi.;;~By convening a conference of representatives of -
. the fifty states to consider the matters covered

;~igin this report with a view to encouraging legislation

“. . in each state to sweep all law enforcement retirement .

‘ :fi.systems into a single statewide plan as has already
B ;‘?f;*i.been done in Washington’“ or to bring substantially

“‘equivalent arrangements into operation (as in New York)

tiBy providing a: financial inducement“ro participate in

‘a system of interstate reciprocity with respect to o

.‘;”;ﬁ‘the preservation of pension rights both by defraying

:.?the administrative cost of initiating this, and also o
:ff_by providing a portion (such as one-quarter or one-third) A
;;&i_of the actual reserve amounts to be transferred between o

"iljgstates.,gn

e'¢in this way only to the area of interstate transfers a good balance
_ “f*‘ffwould be maintained between the desirability of having each state
~€ijéi-‘?§=j”c1esn its own house without' federal involvement, on the one hand,

';1ffand the’ need on the other hand, to, remove any resistance to partici- i

-'-,pation in the broader principle of nationwide mobility.éa,f

{fo limiting any substantial amount of federal financial participation'_f;f'



.

?fAs an inducement to the respective states to implement
fthe internal steps referred to in (i), the paymenta
;wldescribed in (ii) could be made contingent on. this step

7xbeing taken, or could be . increased where 1t has been

,,fzh»taken or where substantially equivalent measures have |
;;bf;been implementﬁd (as in New York) .

(h) The steps outlined herein need not be limited to pensions.dv
'";j;disability,,andwsurvivoraincome benefits., The,general :
:administrative framework visualized herein could’ also very
$Freadily cover lump-sum death benefits if. desired Weﬁ;;;
igfunderstand that proposals exist at present for federally
.*;ffsubsidized lump-sum death benefits, ‘under which a federal
igovernment agency would be dealing directly with each or with
’f:very large numbers of small scattered local authorities,.such
5fuifas 40 000 or even more 1ocal authorities. The” approach heréin 1jjf?v,"
'fffoutlined could very easily substitute relationships between N
li;the federal government and the fifty state governments only, .
‘Ehﬁwith each state handling its own internal local authorities
”;*1fboth with. respect to retirement disability, and survivors B
';income benefits, and lump-sum death benefits also if desired
. {These various forms of benefits can probab}y be handled more-pwh«”
"tujiifefficiently in a single administrative and record system e
bliﬁt*within each state. In the event of the death of a partici—?a"‘
dfgpating law enforcement officer, the fact of this death is_i'”v
Jof: prime importance both to pension as well as to death
:{fbenefit and survivors benefit administration.g It would
ff,avoid duplication for contributions, pension and death o8
~fibenefit payments and transfers of location all to be cared j‘

:for in one administrative center within each state.w_

| ‘ir7 Since there are a certain number of interchanges of employment as between |
"”357;ffederal and state or other local agencies which should not result in. the loss:
i;;of pension status, as we understand presently occurs, the federal government
:sfg“should itself enter into and become part of the reciprocity system along :i'«“
if,iilwith each of the fifty states and the District of Columbia. -;;5275\' '
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"fA MULTI-LEVEL PLAV IN EACH STATL? OR A TAPERED FORMULA?

»tf';Living and working conditions for 1aw enforcement officers are in sharp
':fﬁcontrast as between heavy crime" areas and peaceful hamlets in rural -
VftScttings., Pay levels, frinﬂe benefit standards, and the early retirement

.;ancs thatiare called for in congcsted cities suffering from crime, drug
f'yaddiction .race. problems, pollution and a multitude of other. social
'hf\ills are neither needed nor justifiable in the smaller population centers.

oh pension costs that go hand in hand with early retirement on full o

‘3pcnsion, ‘as called for‘in many large urban concentrations, cannot easily _f‘

be borne by rural populations, and have no logical place in quiet areas

}ffwith very little crime.rﬂ;ﬁ“fh

; :gTo net the best out of a 51ngle statew1de retirement system, when viewed
A'ffffrom all angles, it would seem to be necessary to’ design this plan so as to»yfa
'75‘co>e successfully w1th the respective needs of all types of population . ’

‘;‘densities and working conditions w1thin the state. ~7

':iif;This points toward either.

'ffif(a);'The establishment of a multi—level plan, under which cities,‘;,:‘

".fitowns, counties, and all other areas would be classified by -
'fifilreierence to: size of population crime rate or other criteria f3“"':-;
iﬂi.fai rly judged to affect the normal working conditions of law |
7 ,}ienforcement officers., Those in the areas of maximum work '
ff; ;strain would be entitled to. retire on. full pension at the ;;‘
'i;ﬁearliest age and with the least service requirement (such
”éﬂias at. age 50 with 20 years of service) Those in the areas | ,
”77i:of maximum tranquility would be exPected under the plan, to yh"‘f
b Afwork through to a later normal reitrement age in order to qualify
#;1 for full pension (such as until age 60 with 30 years of service, :

ifor 65 with any lesser period of service)

,.;It would not be desirable to establish a large number of } B
‘“}’i»classes of employment areas for this purpose. Three or four s
bwould seem to be adequate..:;q'j;.“" ' AT e ) '




fifor each year of service would be. greater in areas of. heavy
ifstrain or larger concentrations of population than in small
'Irural communities, s0 that the - same amount of. monthly pension.

j{relative to pay would be built up within a shorter serv1ce -

ffperiod.; For example the following benefit rates and retirement

fage arrangements could be visualized

. ) v _ : Annuat
T © - Pensdon Tbiaz *
Emp&o_wxcn,t Eugrbw,ty 40/1 Retwemewt Accrual Pucenzage Pe_n/uon
o Anea o T ARge T T Senviee Rate (Nanmat Rettaomcnt)

R R T T E L SINEE :

o -‘Class TS0 o200 2 5/ Ce50%
CClass I om0 mor. o oson
¢ ClassIII ' 55 27 1.85% 50%

. Class IVz 60 300 _;1 67,4 50%

. Affi*Each additional year worked in a. Class I area would add 2. 54
':3f:fﬂiv;7£to the pension' in a Class II area, 24 would be added" in'a - |
Tai Class III area, l SSZ would be added in a Class v area» 1 67%.

fﬂ;There could be. an absolute maximum of, say, 1 607% of final-average_f

':fpay, or alternatively attainment of an age 5 years greater thaﬂ

rgwggg;;pﬂmap}ﬂgffigshown above (regardless of : service), after which no further ”;

’Qf:pension would accrue.;

VH»JE%Survivor, disability, death and other benefits would be propor- e

L Qtionate to the basic retirement benefits outlined above.

3Employee contributions would be graded similarly by class, and

1local employer costs presumably would match these, with the state:,
}Jmaking up. the difference, as. 1s now being done in Washington.» '
%;There would be a very substantial difference in pension costs by -

ﬁarea, expressing not only the higher benefit accrual rates in o

;iUnder this multi-level plan concept, the benefit accrual ratef_ivff:s~'”7'



'If‘one area as compared with another, but also the earlier normal

' 7ibretirement age in areas where the benefit accrual rate- is highest

n';iand the greater ancillary benefits (disability, survivors, etc )'

'*‘;There are precedents now for this multi-level concept in some -

‘lwstates, but not in as fully developed or 1ogical a. form as,g

‘ 5=inow suggested. Where different benefit levels are now. provided

* under a 51ngle statewide plan this has resulted from the ;; O
,.individual choice of thealocal authority concerned or from
bargaining pressures, not from the application of a principle

based on the 1ogic and factual bac&ground as suggested:above,r;

';:In the event that a local authority were to wish to provide

= ;Ebenefits more liberal than the standard benefits outlined

-iiherein, thi jcould be done through a supplementary plan:;g;?';:

= 51¢operated by the local authority outside the scope of the ;

h'ftstatewide plan.ﬁ Vesting or. transferability of the supplementary‘.“
RS benefits would be a matter for dec1sion.“ This subject is‘_l
"fj'discussed 1n the next section of this report.3r |
fj;Transfers between jobs in employment areas of different classes S

"‘preserve continuity of all service credits'

.y e PO o prer i e ¥

»*_result in a _Change in future benefit accrual rates .
ffand employee contribution rates to those appropriate )
“to the new position with the new rates applying to

’ {;*future service only, 5

» fgicreate the need for ‘an adjustment in already accraed
‘fffbenefits due to the change in retirement age (if
»_fearlier) where conditions in. the new location require
Cfithat retirement occur earlier than the normal retire—ﬁ

\'tf;ment age applying to the prior location. This would

'Tf}be a very simple actuarial adjustment. =




’l}fiv; continue to base all penszon amounts on the final— '
L faverage pay “earned in the period immediately priorv'

;F to actual retirement.

__ Where the transfer is to a law enforcement position in an area having
rlgf.a lagg; retirement age, it would seem to be advisable to preserve o _
_the pen51on credits accrued (at the higher rate) “in the former location,'.
ebutwnotitoaincreaserthese due..to.the. later commencing age or to commence ,
{T,ipayments until final retirement from law enforcement w0rk actually occurs. -
.ny(This approach to the treatment of deferred retirement benefits has;_
‘ ‘Hample precedent.i It avoids the unreasonable results that would follow
o . if actuarial 1ncreases were provided due to deferred retirement where

’ithe normal retirement age is well below age 60 or 65 )

Abmuiti-level plan operated alono these lines would seem very workable '%v
Tvon a statewide basis, would attain not only the goals of mobility and :'
‘ y}transferability of pension rights, but’ would also be tailored clbsely
“to’ fit “the widely contrasting needs of diverse types of communities '
| vand geographical areas in states having these wide extremes to deal

:with in a single plan.;';”

fAs an- alternative approach to the same problem the concept of a tapered
*k'Tifformula could be employed i‘ffi i”j]f'.l“¢~ {»xfmaltuma..wmwv

'”5:t This type of pension accrual formula is designed SPGCifiC°11Y to b“ild
"'pjfthe pension more rapidly 1n the earlier years of service, but to slow -
“*‘ifdown the rate of increase in pension in the 1ater periods of service"‘

'“(such as after the first 20 years)

"?ffFor example, the following benefit accrual rates may be considered' e

V;,Zké or. 2%4 of final-average pay for each of the first 20 years of -
1;service p___.l/ of final-average pay for each of the next 10 years in,f'
‘-;"of service plus 122 of final—average pa}' for. eaCh of the years of

'**f;service after 30 or some similar set of percentages decreasing with

;ffnlength of service. ;?




'drThe effect of this type of formula is to build rapidly toward a
;ftarget rate of benefit suitable for a very high-density early- =
jgretirement area (such as half-pay at age 50 with 20 years of J,~“

“5[gﬁserV1°e) but then to slow down the rate of growth in’ ‘the pension

8o that those situated in: pleasant areas w1th low crime rates, .“'
ffand whose retirement normally occurs later and after longer periods

“'of service will not experience any unreasonable growth in -

>7if:benefits due to° their inclusion in the same plan.'

:“3aThis approach avoids the need to’ classify local authorities into ;%.

5femployment areas, ‘as described in (a) above.u All would be-covered

175’in the same plan and with the same benefit formula.,:isi’"

1;!The retirement age arrangements would similarly be identical for all

”flparts of the. state and would presumably be stated in "flexible"t

'W:terms, such as. 3{j

‘biz"Each plan member who shall have attained at least age 50
" “and who shall have completed at’ :least 20 years of ’ service
. 7:shall upon his retirement from any and all law enforce- -
;ffment work become entitled to a monthly pension for 1life in i
fﬂran amount based on his final-average earnings as defined: ‘V-
‘V~here1n, determined by the follow1ng formula.rf,..,etc.....jff
h;“Retirement shall be mandatory, regardless of - years of
»‘service completed upon attainment of age .....etc.
(For example, age 65) ' - '

“f:The minimum age and service requirements would be those suitable for ‘
"ihigh-density areas; the mandatory retirement age would be suitableb
'for rural areas.f Between these- limits, local administration (which
f7'need not be uniform) and individual choice would play their part, ‘ d
;jgreflecting the conditions in each location. .

o -,’,.Z




Although pension costs would vary substantially, among both ,
individuals and areas, as a percentage of payroll with higher
costs going hand in hand with earlier retirements after shorter »
periods of service this type of plan would nevertheless call for
‘a uniform rate of employee contributions throughout the entire

'state.:-;i o

This rate of contribution would ot vary with either age or years
o wof*‘servlce *nor would it be reduced when ‘the annual benefit accrual
\ rate steps down from one level to a lower level. The fact ‘that =
: the entire prior accumulation of eredits is presumably moving up in o
amount and value: with advanc1ng pay 1evels, and that employee
'; contributions are in any case normally sufficient to cover no more ,

'ffthan a minor part of . the cost of police pensions, should obviate

. any demands or need for complicated refinements. As before the
ﬁ“( substantial contributions to. be made by the state would effectively

inundate and smooth over all local and individual differences.u R

» " There would be no complications as a result of transfers between
4"L bio city and small township or’ the reverse*» ‘all would share the’

- same plan benefit formula, and retirement age requirements, and

‘“:ffi employee contributions rates. While the plan would not be as

7;closely tailored to the features of each locality as described in

(a) above, it would operate much better than a plan providing a,

flat uniform percentage of pay for each year of service, regardless"
of length of service'> further it would be equally as effective as
(a) in removing all obstacles to mobility of law enforcement officers

"1f within each state insofar as pensions are involved

‘ Transfers of employment across state lines would be dealt with as described

in the prev1ous section of this report.; There would be. no incompatibility.

It may be noted however, that the tapered formula would tend to result in

.‘:7 a somewhat more liberal pension than the multi-level plan in the case of a

"”f law enforcement officer who transfers across state lines from a quiet area -




*:of small population after accruing benefit at the maximum rate for some -

fyears.. An adjustment can be made 1if desired to pro-rate the benefit

iaccrued on the basis of a longer period of service in the case of transfers"'

f*%;across state lines. ca

A statewide plan designed along the lines of either the multi level concept

{wor the tapered approach as. outlined herein,'and linked to all other statewide.
'ijplans by . reciprocity arrangements as described in Section (8) above, would

2saccomp1ish«all ofsthexobgectivesaofvmébmlity of,law enforcement officers

f throughout the nation, consistently with a recognition of the need for .
wir’attention to. the very real . differences in’ local working conditions in

2 major cities as compared with smaller population centers and rural areas..
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SN (10) A MINIMU -BENEFIT S'I‘ATEWID}:. PLAN WITH LOCAL SUPPLEMENTS?

‘rgj,When the principle of portable pensions was enacted into law by the Ontario : o

““Etlegislature in 1963 the approach used was to establish a basic minimum '; '
:3.1eve1 of benefit which was to be fully vested almost immediately (that is,

‘ o 7?},:at age 30 with only one year of service), and to require fairly early vesting

b (o’ 1ater than age 45 with 10 years of service) for any benefits in excess =

‘ SR of this modest basic pension. ‘This Ontario legislation was rescinded b

'faﬂshortly thereafter when the fully portable nationwide Canada Pension Plan

L came 1nto being.._vfjw;;,.l.vr

QdWe have a. parallel in the United States in the sense that the nationwide
Social Security system provides fully portable pen51ons up to. a modest -

'-?:level for most employed persons, w1th private pension plans providing supple-,

i;mentary amounts of benefit subject to various degrees of vesting or portability.‘“‘

"?i,_Law enforcement officers are. not all covered by the Social Security system,-
G and ‘their normal retirement ages are in very many cases several years earlier

Aijhhc1 the earliest conmencement date possible under the Social Security system.”; -

’fj.j ' r_”Even more than most employees, they are’ thus exposed to serious problems due -
‘;l~_ :‘ uf._to the non—portability of their pension accruals where these are lost as. '
Et}t’ : ;j-:a result of job.changes._ Unless they are engaged in moonlighting work, there

®. " ds no Social Security pension building up to act as a ‘cushion in easing the 7
L ,zi.;c impact of this pension loss as it does in most other fields of employment. o ">

‘ o The concept of a basic fully portable pension of modest amount operated on -
7”lf1a statewide or nationwide basis, supplemented by whatever additional pension W
‘<1i amounts are decided upon by local authorities or in. the bargaining process,

' 1“«":"‘";f:lnvolves a principle that could at least improve the present situation materially.‘

t%_It could perhaps avoid some possible resistance to the widespread adoption R
“grof a full—scale plan such as that'which was adopted in Washington,:or as -

) ;f fvisualized in the previous secticn of this report.,_.; .




'f;The basic fully portable pen31on referred to in this section would not: be f*

"‘iintended to provide all of the retirement income normally anticipated by

o e .‘Q-fa law enforcement officer who tays with one local authority throughout ;
R “. his career,‘or who moves only after meeting any vesting or similar require-
Ilﬂf ments prov1ded for in the local plan by which he is: also covered '

. : Its function would be to enable ‘an’ offlcer who makes many job changes,‘ or _ . L

P hi'h? two or three in quick succession, to continue to build ‘and retain at least
‘:_fia substantial portion of his pension on a fully transferable basis. It »
i:f would tend to remove the penSion factor or shrink it down to a much smaller )

® - fii"size in his evaluation of a potential new position in law enforcement work

‘*?.It would at the same - time leave some inducement to stay with the present
75Lemployer,iin areas where full reciprocity or 81milar rights do not now exist.:»

'TéTo that extent it may satisfy the desire of certain local authorities to '

'{have at least this amount of 1nducement to. hold on to their personnel. o

?As“to the operation of this modest underlying fully portable pension plan |
.A"on a statewide or on a. nationw1de basis, the same considerations would apply b
-”;,f,as before.; As we understand the situation, the federal government simply

s mot have’ the power to impose even this type of plan on state or local

":'au.norities.. The best it could do, would be to set up the administrative
v'machinery and prov1de financial inducements. After that, a long and.

j‘j;exhaustlng campaign would be needed to secure. even a partial coverage.y"i'

;vThe very local authorities that ‘should. above all be covered would stand -

»"Aout the longest unless the standard of federal subsidy were to be set at

_La very high and hence costly level The plan would conflict also with some

'Avf:_state systems that already work’ quite well on the _basis, of transferring -

F“;7;";:rights to the whole pension, not just a portion of it. ,' 5

' '”’ﬁxiA program such as described in this section would have to be implemented
'Zﬁ‘separately by each state legislature with each state enacting this type
fiQof plan if: it appeared to ‘meet the needs of the situation existing in that -
v"}state, and if a more liberal standard of pension transferability did not k
hjbalready exist in the state._,;*ﬁj,_' ‘ e ' '




,;(7%)‘i,1i}ﬁuift1f a statewide plan of this moaest type were established using any of the
LA Jﬁbasic pattcrns of benefits described elsewhere in’ this. report .a decision f”‘
.'hf;:would have to be made by each local authority as to whether to provide
xvesting or’ rec1procity or other privileges with respect to any supplementaryff'
l benefits also provided by the local employer, what funding method to. adopt, o
*Wf‘and whether to maintain an 1ndependent administrative and record system ‘

ﬁf,locally for the purpose of providing these supplements.’f-;

~»sThe.tran51tion.from the statuSsexisting prior.to the tine of implementation

”‘5l of the statew1de plan to the new status would tend to be more complicated
fft Instead of all or most of the small local plans being swept under the = .
hjalcoverage of the comprehen51ve statewide plan ‘and thereafter ceasing to o
J‘0perate at all at’ least as to future- serv1ce the more modest ba51c approach.\'
gﬁvisualized in this section would contemplate the ongoing operation of all
.- local plans With respect to amounts of benefit accrual in excess of the»
{*:ba51c statewide plan. This would mean far more administrative work in the h

Jimany local areas.vvi~;ff3
fi?Complications would also arise in the matter of interstate transfers unless

'é}_benefits or unless these interstate transfers were based on. the principle
of transferring only the benefit which had accrued under the plan of the -

’,losing state not what would have accrued with equal service under the plan _

W s A,.,ﬂ.,_.%‘,_t i i .‘..t,‘,,.. e vy Ll e

;fof the gaining state.fg“;””“

fi;On the whole we feel that this concept of a minimum—benefit statewide plan,;
';liberally and variously supplemented locally in 1arge numbers of big and

Mfrj small populations centers with' only the minimum benefit being transferred
.iffor sure when the law enforcement officer moves to another job has lessii
uifappeal than the approaches described earlier. It may have a place as a h
_."ﬂicompromise in overcoming resistance in small centers in a few states. It_;'-
2 vould’ represent a vast improvement over what exists now in many states. | Tt
.L5laf;could operate compatibly with’ the interstate reciprocity machinery outlined
r'‘.:7:f'-;"‘:.-.earlier in this. report. It does merit consideration as . one alternative which e

'lff;fwould greatly ease the basic problem which is the subject of this report.

f]fall states adopted uniform‘or reasonably uniform standards ‘as to transferable‘-"
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"van approach based merely on an 1mprovement in vesting provisions in police S

i'"”’?ipension plans would not in our opinion, be effective in accomplishing

:awhat is needed either as to the mobility of law enforcement officers, orlrv
. the conservation of present man—power in. this field or the eventual -

:‘provision of retirement incomes in an amount which would not be impaired ;i;

| ;fﬁf;as a result of transfers of employment w1th1n this field

nts of pens1ons in the event of change of employment prove to bep_]-

'af:‘auvanta*eous.lﬁgggr57

’f%aeciprocity systems within each state do a better job than vesting in

. f;oro.ec.ing tue 1nterests of officers who change p081tions and 1n conserving

vcf::ma:-powcr w1thin the law enforcement field As presently constituted

A;;fic*ever, their coverage is patchy and incomplete.? While this. could be

‘=.-f- roved throunh an exercise of state legislative powers, there is a- :5‘T
;“iﬂoetter approach available._f’ L ' ' |
..ﬁ,The concept of full portability of both pension rights and also the corres-f‘

f{ponding reserve funds from- one employer to another does not offer any possi-

yx‘t;bility of a solution. ﬁfj ;L*:f‘-zc’~‘u'f*,HA‘f,;?eq;.gu:..rygufmmeaulmsu»h-7t'»

| ﬂTheHTeachers' Insurance and Annuity Association provides an interesting

'fsiff:rodel of a centrally operated retirement fund to which local authorities

L could volunteer to join, but it does not in our opinion provide the most

"itphadvantageous solution to the problem at hand. The vast number of very

Jw;:small local authorities having only a handful of law enforcement officers,

-~ithe many decades of time required to bu1ld the system to" anything approach-'

:;,fing a satisfactory coverage, ‘the absence of federal 1egislative power. t° e

4Mﬁ?hasten this’ process, ‘the conflict with present state plans already having

”'“f?extensive coverage within certain states, and other basic differences in

f against this approach.n~ _*
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; fQ:Nor does thc concept of a federally imposed central retirement fund for -

;Tflaw enforcement officers nationWide along the 1ines of the Railroad ;’Q'

_{Rctirement system, offer a solution. Lack of federal legislative power |
Trfin this rield and the other problems mentioned above, would seem to rule
”}iout this approach.k_;~' et

-'tpiThe approach which does, in our opinion, offer the best combination of

fffpractical feasibility and effectiveness of the: result, at least 1nsofar- l

L“‘f;as ‘transfers. .of.. employment w1thin each state are concerned is to" take -

xlfa_advantage of the legislative powers which do exist within each state in

":sswceping all local plans_within each state into a. single law enforcement

4”officers retirement system for the state.. This would cut down the number
]of separate retirement plans from the present vast ‘numbers to fifty only,

:;and replace the present wilderness of contrasting and often conflicting :

fb approaches 1n major areas of deta11 in benefits and funding to something'

’ which can be tabulated understood and coordinated., A precedent already

'V‘f'exists for 1mp1ementing this approach. Costs would be shared between the ;.

ffstate, the individual employee and the local authority which’ employs him. . |

-Each law enforcement officer would be entirely free to move from one position‘f”

‘t;rto another anywhere within the. state while continuing -to build his pension

'FL:under the one retirement system.. No federal legislative powers or, financial:

o 1nducements wouId be involved with respect to these statewide systems. ES

RN

8, Since the approach outlined in 7 above would not take care of transfers

- across: state lines, and since the national interest requires that these f'f

':*nlfbe encouraged no less than transfers within each state, a system of

':,ﬂreciprocity as between these fifty state’ systems be established as- -an -

:;immediate second stage the commencement of which need not await the full S

Ia;{completion of the state legislative processes necessary to implement the ;"

fV;first stage described in 7 above.""'




'efIt is in this area that the federal government should in our opinion, .

‘f.l”logically become involved both by. B

’i; ,convening a conference of state representatives to consider _
"pvthe matters outlined in this report with a view to initiating
'fleglislation in each state to centralize all police pension

',providing some degree of financial inducement to assist in _
“:,the process of 1nterstate circulation or, transfers of law 7“..
"f°§enforcement officers to positions across state lines, such |
7ﬁu,as by providing one—quarter or one- third of the reserves -

B *ﬁnecessary to cover the pen51on costs in the case of thesei
fhftransfers,ras well as the" administrative cost of initiating
;and overseeing the successful operation of the interstate
"j~t¢°frec1proc1ty system recommended herein., Such federal subsidy
Vﬁito be made available’ only with respect to states which have k
"'fcompleted the basic steps outlined in 7. above, or equivalent
-steps having a similar effect on mobility within their own

:1{state borders. ff"

"’ﬂ?uiSince there are a certain number of interchanges between state and

"‘federal employment the federal government 'should: participate in the o

";;ireciproc1ty system outlined herein along with the fifty states. ]“__-

'As an improvement in the design of each statewide retirement system, and .

_in recognition of the wide variations which exist as between working condi-~ 8

'm’tions for law enforcement officers in areas of heavy concentration of

if population and social problems at the one extreme and peaceful rural town-

lxrnfsships and districts at ‘the other extreme, provisions should be incorporated

Z;?;in these state plans, as outlined earlier in this. report, either to establish

l'gna multi-level benefit structure or a tapered benefit formula with a flexible

'"”',,retirement age capable of accommodating widely contrasting retirement needs

Ltffwithin the one single plan.ﬂ Such refinement in design would in no way :

'1f.hinterfere with the freedom of movement of officers between areas of employment._*




";:10;3*2As a back—up recommendation, to be resorted to only if the adoption of a

e single statewide plan of full dlmensions as described in 7 and 9 above is

not poss;ble for good reasons not presently foreseen, consideration might :

o be given to the establishment of a basic modest minimum-benefit statewide

A.plan, to be supplemented locally as seen fit, with full transferability

1‘_;app1ying at least to the basic ptan.

»’\-r... :
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CAPPENDIX .

. STATISTICAL SUMMARIES - =~ = = ' =

. Exhlbit :
.‘%;{Personal Interviews with Law Enforcement Officers e
“'*[sVesting of Pension Rights

nfiRetirement Ages ; Normal

AvifRetirement Ages - Mandatory

irfPay Base" Disability, Death and Survivor Benefits

- 'Social Security Integration' Employee Contributions, Other‘Seryicel -
'Tf]ifActuarial Funding Bases p;;}}‘; L

xliRatio of Assets to Accrued Liabilities if’

" FURTHER DISCUSSIONS

”’; How Potent are Pensions in Blocking Transfers?
”—Afé Vesting versus Portability versus Reciprocity versus Single Statewide =

Plan with Interstate Reciprocity




. PERSONAL INTERVIEWS WITH LAW-ENFORCEMENT OFFICERS

Q{iiFollowing is a summary of the results of personal interviews with 132 individual
‘zftdlaw enforcement officers representative of all ages and ranka, selected at '
:,%glrandom in the following areas. j,”" SR :
g'New York and vicinity L
“"“f‘:Pennsylvania *(Pittsburgh vicinity)
;idffj~chicago and vicinity ‘
. iirfgiCalifornia..f}f SR
“ Los Angeles area T

‘San Francisco area. - 11

*h—iSummary.of.Qnestions and‘Responsesfj

?5;If you were offered a job of increased reaponsibility or potential in the e
“law enforcement field in another area or agency, what factors would lead

'ﬂf'you to.;g e

S i e -

Jv__P._"“":e t - the offer? .. T o . e

ST o Percentage of
- .Number of - Individuals with.
~}Affirmativev ‘Affirmative
*- Answers . - Answers
TEGreater immediate pay 1;;i-;fli?i;5' e 75 57

* Greater: pension benefits f;:;fgﬁ;ihfﬁf;ftilfﬁ;ii_ " ;fbif; 45 -
Qf;creater pay potential 'fv:}f??,f~ff%f:¢;'fi,;gs!_ir;::‘?d{f§?44gfli
' fijflmproved living conditions in new area f:;}Ve?f ; 4tn:f‘gl{j;~;f347
#;”Increased potential for advancement ;:iniflﬁl -;,j[g‘§f~fff33'*~.
‘i;”ff:.creater fringe benefit package f?”w 1'17':w.ttﬁfi‘ f3f"f§;vﬁ ,_32'“
bﬂffdlncreased responsibility and bigger challengengef;‘yq':.j?ij'}i 29"




o ".Exhibit A (11)

;ff"opportunity*to increase'job knowledge"
ffli"Different type of work (i e. F B I. )"‘
’(f,"Security of position - :

‘T”L,"Smaller community

V?;‘“No race problems

If you were offered a job of increased responsibility or potential in: the:x
law enforcement field in another area or agency, what factors would lead
you to.’ ' 2 ‘ S, ' R
i{‘Decline“the;offer?‘]—'.
o - 5 .. .. Percentage of '
Number of - Individuals with

'1vf::Affirmative - Affirmative
"' __Answers _Ansvers_

"iz‘

.. Ties to presenf area- oo T ioes sz

] 1 . Loss of pension benefits already accrued _fl,'”‘64’7>;;;'7;}f't48
wa.f Loss of seniority r':;' “wafQ;j,rfff fﬂf 154 4d'“f‘?_t;? Ali
:i;?f{ Cost or inconvenience of moving ‘i:fgjefﬂ’ffii,22lﬂ}j;f_t y 17_h,, o
4’”u%l0ther . f‘ r'f:?ﬁgﬁfiﬁrjﬁ-if ?u.,?;Ti;a_i ,y.» i'fi‘;a*tjiflls, f"
T For example.ﬁ GRS T s s T
»':«%;éz~w»~."coing to retire soon ‘ :
: L ."My age (57) would rule ‘out any move o _
.n“?ﬂ;"Le ss pension than is offered in New York city"_;:yf?ﬁ'

. fi"TieS to family in ‘area" ‘ﬂ j¢,§“~'~

,ﬁLos Angeles Police Department has what I wancnét
"Children in college" e R R :




‘ o qetea ap

How big a consideration would expectation of retirement pensions be to you :
in making a decision? : S

St ; . Percentage of
Number of Individuals with
Affirmative‘j _Affirmative
R Answers 3 " Answers
fif»Most important T *QJ“*,",iﬂlsgx.'-"*' S b

:Of major importance By i 63 S = 48 )
iiSomewhat important

U Of little importance TTVQ .
QiNot important R

B

If you did leave your present position,'would you retain a right to’ the -
portion of your pension accrued to date? ‘ o |

~ so 7 Percentage of
o "Number of - Individuals with
s Affirmative - Affirmative
* Answers .- Answers

PR [ P
ST I r}'\?f*V47f} e

Would the loss of accrued pension rights be an influence in accepting or
rejecting a job offer?-:ﬁ?:lfusﬁa* e

LT rJ'Percentageuof°4v'a
‘Number of - Individuals with -

-Affirmative = Affirmative .-
. Answers -’ ‘Answers

CYes T S0 R (1) JOCRSNE RS ) N

CPossibly . . 3 aa




Exhibit A (iv)

R

7‘If‘én§ ékiscing“impedinente to job mobility were removed, and a wider -

' field of job opportunities in other locations were thus opened up,
'i would this lead you to acqpire new skills or specialized knowledge that

npf; would qnalify you for a highex-pa;d and/ot more responeible position? ‘ 2

S f;pPercenﬁage:of,‘s.J
. Number of Individuals with
-~ Affirmative - -Affirmative
.. . _‘Answers - Answers
o Yes . oo 109 ¢ 83




. ‘ e el Q‘.Exhibif B

: REQUIREMENTS FOR INITIAL VESTING OF

ACCRUED PENSION RIGHTS IN THE EVENT .
OF TRANSFER OR - = -
TERMINATION OF EMPLOYMENT

‘ N-ﬁf Distribution of Plans Aééofding to'Age}ahdrServiée'Réquifeménfé‘

*Required Minimum Agefiixf

Required

g Cumﬁlétive‘

Total

- Service a~»-:.:»33*-iil' one - rx~4s - 50 . 55.. Totals
_ (Years) - S E e R e

.iiffcﬁmﬁiativ¢‘fdta1; .

B 7QTNN6 Vesting Provision at a11[5:*N-3;f"7:‘5“1

“ ' Total of all Plans . ¥




. NORMAL RETIREMENT AGE -

g L Distribution of Plans According to Age and Service Requirements -

L Min'imvum'Agewfor' No.rma'l;'» Reti‘rementj-“' ’

" Required . — _ f al . — " Total Cumulative
..~ 'Service = ~“'Nome 46 = 50 - "52  "55" :758- 60- - 62 - 65 All Plans _ Total
oo (ears) o e T R, e

Cumulative ' B T
... total .. '37 387 59




.N,gi{ _:?: :“_n,.”4 ;?';:- ;i " : "'f”7fﬁ e EXhiBit D ..:v :

': . MANDATORY RETIREMENT AGES . - -

"‘5'-';.‘.3"}?'Distri‘butién'o'f Plans Accordin’g:fto" Age éhci*Serviéé'Requiremeﬁts - o

- Requi; ed ":{ 'Age,a“t .which Ret_iremgntm is‘ Mand_atolry — " Cumulat ive o
.7 Service . 567 .60 -62° 63 65 68. 70 Totals _ Total
oy (ears) o e S R SR o '

e R S et e e I U S P DO

‘Cumulative .
e Total -

-  No Mandatory Retirements at all e _:37,_"_1_




» ‘,xhibit E o

. PAY BASE USED FOR BENEFITS ~ ~ = " .0

;cuﬂ'Final pay

L“fFinal—average pay.
tf;Careerwaverage“pay '

iiBase not’ function of pay

‘5.?_Aro;a1;of ail Plansfgff;§;7,f"

| DISABILITY BENEFITS IN PLAN - =

Disability benefits provided
No disability benefits

({‘f Total’of allelans | i

S *Death or survivor benefits provided

No death or survivor benefits

B

('3ff,10?aIVOfJallvrlansj_“Jff:a;,1

J;Vft# Otherfthanvreturn'of}emplbyeezedntribdtiensﬁ;dt




© - 'INTEGRATION WITH SOCIAL SECURITY:  EMPLOYEE CONTRIBUTIONS:" -~

. RECOGNITION OF OTHER SERVICE -

~ " service fe@éﬁz?d.fOrVI‘?en?’ion'?i?ff’oses.f}i




“’;fvACTUARIALtFUNDINc“BASIS”ﬁSEDl?fii€°4--'

.L"Distribution of Plans According to- SRR
Mortality Table and Interest Rates Used AR

7l

“Mortality . iU
CTable - o el
Used ~° .= . e Interest Rate Used

B jf”2f50 3 .00 73250 3*75 4400 »4;25:)4 50 - ~4.75 - 5. 00 - 5. 50, Totals-

‘ 1937 Standard
e A—1949

A—Sl :
(no projection)

’a;fx“? *GA-SL
v % (projected)

,fijOther or . . ..
- not.shown - = -

=3$”Cumulative
: Total

R Non-Funded Plans: . In additioﬁa to the abbvé gg_plggg,are not
B ’j.ff;funded on an actuarial basis. Benefits are :
7 -pald out of current revenue on a pay-as-you-go fitwio

base, T T

:i:{;*Inclﬁdes'effectsibf ?rojectioh‘Whéﬁhéf'direéflyiéfhﬁy use 'of age setbacks.




LT . Exhibit H =

.. RATIO OF FUND ASSETS TO LIABILITY FOR ACCRUED BENEFITS

PR

... -~ (Pension Plans Funded Under Unit Credit System) . ..

T Fund Assets ($millions)
: ot Less T 0.5 1.0 (5,0 G S
s . . Percemt ' .~"than = “to * “"to " ““"to.  Over-~ "All  Cumulative
© ‘Funded - . 0.5 1.0 ° 5.0 10.0 ~ 10.0 . Plans _ Total _

g i e
s - 107
T 2
=20%
- 30z
359 LT
1 2 e e
e
-70z
b L7 SRR
-o%0z
002

 Merethsmlooz 1

_1‘:»-'
1
2

3

5
3
o
T6

R I T VR U

U Total U iUie 4l

© . Comlative Total 6 . 10




oL _1;f,a"RATId'OF’FUND'ASSErs To'LIABILITi.roR'ACCRUEﬁ'ﬁENgFITsk-}’{ N

:tf,f " (Pension Plans Funded Under Entry Age Normal Cost System) fﬁ}>;* ~;,;:

R

NS E:ﬁthﬁhd‘Aéseté (Sﬁiliidné)- 3 B
e - Less 57045 1.0 5.0

K “5%Pé}¢éﬁt'w" f6~'wuthahlaﬁato*,?'rwmtorj;f~gvéto - ¢£OVefL;‘¥;All‘ﬁCumﬁlativé
' Funded ¢ ¢ ©:°0.,5 = 1,0 5.0 ° 10,0 - 10.0 = Plans - Total

s -idozo
10 - 157 e
15 - 207 0
25 - 30% e v
40 - a5
Clas <son
.50 - 557 .
ssem o
60 - 65% . o
U85 =707 e
L0 -t
75 -0z o1
80 -ogsT
g0 ~esg Lo
95 1002
’Ur:f»Méférﬁhéh 1'oz>j'?A{
. Total T i1
7 Cumulative Total 16 AN

. +Based on sstimates of the Uability for acorued benefits | .




DL U Exhibit 3.

o RATIO OF FUND ASSETS TO "ENTRY AGE NORMAL ACCRUED LIABILITY"
. ___FOR PENSION PLANS FUNDED ON THAT BASIS

Fund Assets ($millions)
S T 0.5 1.0 50 - - R
~Percent - - to . to - to ,,”j‘Over .. All Cumulative
~Funded -7 0 0. 5,0 ° 10.0 ' 10.0  Plans Total

»:'_i- 5"
10

15 -

Loc25 -
30 -
L3 -

40
.45
R
T e
65 =
B
LS e

- 80 - '

;'_j -'385".'- L
Sit95 - 1002

o ;More than 1002

Ut

. Cumulative Total *




L . T TS R ";'xhibit K

.07 RATIO OF FUND ASSETS TO LIABILITY FOR ACCRUED BENEFITS

" (All Funding Systems Combined)

-. ' Fund Assets (émiliions) o
'+ Percent . ... to to - to -  Over - - All Cumulative-
* Funded . 0,5 ° 1.0 5.0  10.0 . 10.0  Plans __ Total _

es10z
v .
- 202 a2
35%
- 40z
it
sz
- 553
esk
Cyep R
—7s%
S-gox
-esx
-0z -
e -00z
. More than ‘ 1002 o

HH W o RN R WR WS

-~

 Cumulative Total 22




o How POTfNT ARE PENSTONS AS A FACTOR IN BLOCKING TRANSFERS OF EMPLOVMENT?

‘P:J,Beforelaunchinginto a full analysis of the pension arrangements presently applying '
: to law enforcement officers, and how these can be modified in order to facilitate '
‘lateral transfers of p051tion from one jurisdiction to another we must first be-'
‘"fsure that the pension factor does, in’ fact, loom large in the thinking of the V

' lfindiv1dual police officer, and that the ‘removal of impediments to change of
'ﬁ'job 1nsofar &s -these impediments involve pension rights, would in fact have

~a real or significant effect on the numoet of changes.

“hInSOLBI as public serv1ce employees generally are concerned (not law enforcement?
”f'officers) there would seem to be good .reason to question whether pen51ons really
lplay a maior part in 1ndividual decisions about changes of location or field of‘
v},remployment. In 1965 the Twentieth Century Fund published a book "Pensions and
\'Employee Mobility in the Public Service" by Harold Rubin. Much of. the material -
1;'contained in. that book would tend’ to throw doubt on the importance of pen31ons B
7 as a factor in individual dec151ons about whether to make a change of employment.

For example the following are extracts quoted directly from ‘that book

:)"Some writers have....questioned whether the holding power of pension '
‘plans’ is as important-as generally thought to be. Robert Tilove,
- while agreeing that private pension plans generally tend to restrain
- mobility, pointed out in 1959 that thé continued strength of this.
tendency is in doubt. The restraint has little influence at the -
younger ages where mobility is high; and in the older ages, where
- 1ts influence would: presumably be effective, there are much more
,powerful factors. ’ :

HUN somewhat stronger position has been taken by William Haber. The . -
.. danger to mobility said to be. inherent in private pension plans is’
- .greatly exaggerated.... The age of the worker is probably much

more important; “older workers. do not take:the.risks of seeking
. newer jobs....similar personal and social factors are probably
~. much more important in discouraging mobility than pension plans, '
%.with or without vesting A, R : o




_fThe following paragraphs taken from the same source may be of interest in'

?throw1ng additional 1ight on some of the subjects covered by this report'

,"In'its 1963‘report‘the AdVisory?Commission-on Inter-governmental
.. ‘Relations stated that eleven states had one major and comprehen-
... sive- retirement system for the state, local and school employees,

. thereby facilitating intra-state change of employment without loss =
. of retirement rights. Of the fifty states, seven provided for. A,»’
extensive-reciprocity among retirement systems within a state,  °
‘ nineteen had some 1ntra-state reciprocity and most of the others

’:f‘had none.' ,ajf; R [

ﬂ"In California there is full transferability between the state
~ Employees' Retirenent System and most’ county retirement plans
. but less than full transferability between the state Employees
- Retirement System and the state. Teachers Retirement System.'

’-;"In Ohio, membership in the state Teachers Retirement;System,
: the Public Employees' Retirement System and,the School Employees'
' Retirement System is cumulative in determining length of service; -
.. once a person has accumulated a. sufficient number of years of
.~ mewmbership to qualify for-a pen51on "the system in which he has
'fvparticipated longest pays the retirement benefit. - S

: "Under a plan similar to vesting, each system within a state,',
by reciprocal arrangement, prowvides the pensioner with a. B :
" benefit related to his salary and also to the length of servicepv_
. in its system. . Years of credit are cumulative; if through '
- participation in two or more systems, an employee meets the ,
- minimum service requirement, each system pays. him proportionately.
" For example,.if the service requirement. for retirement were '
- fifteen years, five years in one system and ten in another
o would qualify him for a pension.  This approach provides.
" .greater benefits than ordinary vesting, since ‘an employee'
-receives’ beneflts for all his years of service whereas under
. vesting he may lose benefits for some years by changing jobs
“: -before he is. eligible for \esting._ ' : :

i ‘"Under the plan as adopted in Illin01s, the total pension may -
.. -"be increased by basing the benefits in each rec1procating system VA
":.1von the employee s "final average salary .at retirement.h,pl" :

T "In Michigan, all service in. participating systems, no.matter how
"7 little, is cumulative;  the employee becomes eligible for a pension
% . when he can meet the longest service requirement among those systems-u
f';flin which he. has held: membership " .

-




- "There are no provisions for transfer of pension credits between
" retirement systems in different states. A number of public
. Institutions of higher education, however, provide their employees
. with freedom of movement without loss of retirement credit by
- participation in the Teachers' Insurance and Annuity Association.
‘The Advisory. Commission on Inter-governmental Relations reported .
- -that about 25% of public institutions of higher education were
. covered by the retirement plan of this non-profit legal reserve -
y life insurance company., . :

nother form of 1nter-state mobility is provided by: permitting
. new members to 'purchase" limited amounts of retirement credit
«.for previous .out-of-state teaching. .The Advisory Commission on
.-Inter-governmental Relations found that over one-half of the
retirement systems for teachers permitted purchase of retirement
- credit for out-of-state teaching service, but only three general .
. state retirement systems had such provision.  The requirements
~ varied Wluély. ‘In some cases the teacher had to pay both the
. employee's and the employer's share; in effect, he simply
... ~.purchased an annuity out of his own money.  The New York state
©.7 Teachers' Retirement System allows new members to obtain full. -
.- retirement credit for up to ten years of out-of-state. teaching
-+ .- provided they pay the employee contribution for those years.-
=+ The, empioyer s contribution for such years. is paid on a pro-rated
" . basis by all employers participating in the new system. -

‘°,aeve::1ng to ais theme of downgrading the importance of pensions in making '

,%dec1sioas ‘about whether to change jobs, the author makes the follow1ng ‘
~ observations: - ’ T
nﬂ"Pension_plans impedevmobility.only'if emnployees feel that a
- 7" change of jobs would mean a loss . of benefits which they consider
-7 to be significant in value....There are indications, however,
.- that - employees do not fully appreciate the dollar value of
. future pension benefits. If this is so, the lack of vesting,
. transfer and early retirement provisions may be less of a bar
to mobility: than is sometimes supposed " :

.,"Divesting.‘ Vesting, where it is permitted is usually optional
~ with the employee. ‘A worker who has the right to a vested benefit
. may choose to "divest" his right.  He does so by withdrawing the
. accumulated contributions he himself has made (he cannot withdraw
- his employer's contributions). - He thereby severs his membership -
© in the system. The experience of public pension plans is that. :
most -employees who quit before retirement age do not take advantagev
of the opportunity to obtain a vested benefit. Employees have vol~-
. .- untarily surrendered- prospeetive employer-paid benefits totalling
'fthousands of dollars by the simple act of withdrawing their own .




PRI )

’:(?}),;‘ . contributions. . Such actions may indicate that the immobilizing

LT b vs:effect of those plans w1thout vesting is overstated "

. o v '; )
Lo e "The experience of the Federal Civ11 Service ‘Retirement System
' " illustrates this. Under that plan, members with five or more.

_years of service who leave before retirement age retain a ‘right
~ to’ a benefit at age 62 if they leave their contributions in the

L R ©retirement system. A study of a sample of employees who left
® . the Federal Civil Service indicated that:

'ﬂ(l)g ”One—third had worked five or more years and were
g a;:’therefore eligible for vested retirement rights.
‘ ;”(2);' Three-quarters of those eligible for vesting :

@ - i 7 gave up their rights by withdrawing their -

L o contributions. : . ,

'if(3) , Sex was not'significant'in the rate of withdrawal =-. -
- ';379/ of the males divested and 74/ of the females.
C' Rl (4) Relatively fewer persons withdrew among those with

s “.. .. . greater years of service, age and salary. Neverthe-

B - ' less, more than: one-third of the employees who quit.
L ]?jarter twenty or more years of service gave up. their
AR - rights to a retirement benefit by w1thdrawing their '
‘-73 cont*ibutions. o

’"Anothe study found that for those W1th twenty years of service,
“the value of the benefit at the time it was lost....was two to
.‘rive times the amount of the lump sum they received." ‘4,

"More than 86/ of the employees under 40 years of age who quit

'~‘and were eligible for a vested benefit withdrew their contribu- .
o o ~tions. The rate for older employees was less but still substantial -
--ff«ij~~n»wvr~‘584 in the 50 —'59 age bracket and 52/ in ‘the 60 - 62 bracket."

_ "The availability of vesting rights, whether or not used minimizes
‘.’*L;‘H‘ "~ pensions as a factor influencing changes of employment. The fact
: : ~that so large a portion of those who left federal employment voluntarily
-surrendered valuable pension rights indicated a lack of appreciation .
L of,or concern for their ‘monetary. value." ' : L

SN L "The various: units of the State University of New York reported about

@ 600 instances in which job offers were refused. In about one out .

' : of every eight cases, pensions were mentioned as a factor, either
because past:service credits were not transferable or because of
the State University s long—standing requirement for vesting. o
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‘4-:pIn the face of all of these statements, the general effect of which is t0°"

z,deemphasize and downgrade the pension factor as an element significantly

A:'_affecting Job mobility, the burden of proof would seem to lie with those whofl'

. desire to change retirement systems for law enforcement officers, to show

. that these changes would 1ndeed have a real and marked effect on mobility of b

: law enforcement officers. 1*'

: In‘thisvconnection, the following-very powerful,considerations‘apply: :

fnotably shorter than in public service generally.

The service life in most law enfo;cement fields is .

'QrRetirement ages are generally earlier, service periods‘ ‘

. are shorter and penSion rights are correspondlngly

”"ﬁ‘]far ‘more valuable and enter more powerfully into

the thinking of a police offlcer than in the case of

jjthe average public service employee. ,

'The monetary value of the pensions of law enforcement

officers is higher in felation to-their pay than is

;ffthe case in almost any other field of employment.

.;LﬁpThis results more than anything else from the: shorter

o service period, earlier retirement, survivor benefits,

*the basing of pensions on final—average earnings, and

'“"the generally liberal benefit provisions embodied in most‘V"”

, police pension plans. L

1'_A large part of the turnover which occurs throughout - »
o industry and public service positions generally is at -
" the youngest ages with the shortest periods of service. B

'”IilOther similar positions are often not difficult to

'5filocate. The recruitment of law enforcement officers is -

i generally a far more careful process. Qf.the many .




id'applicants for police positions, a far smaller proportion |

V:'iifare actually chosen ‘and appointed for work in this field.

gﬂ;;Once in, the law enforcement officer tends to be more.
Vh’dedicated to his career hence more stable, and at the
\-f_same time more consc1ous of his prospects for a full
',—term of serv1ce and a pension after he has completed

I

”.ithis term and reached the retirement age.,“'"

f“Law enforcement officers are fragmented into many thousands
¥~?of small units much smaller than the large groups of :
"--jremployees in public service work generally. To have accessa.
:?to corresponding fields of advancement the law enforcement i
‘:fofficer is often faced in a much more. serious way with the
}}problem of movement from one local authority to another, '
‘5Vand hence with the p0531ble loss of his accrued pension.
;;iBecause the retirement agesof law enforcement officers is :
”5;:often ten or fifteen years earlier than the commencement
{ifpidate for a. Social Security pens1on there is a greater
:fff;tendency for a. law enforcement officer to look to the ,
"4pension provided by the police pension plan than would .
'f'be true of employees in other fields where Social Security S
' “benefits are generally available at the. time of retirement f:j
""77ffWhether or not the employee leaves ‘his’ money with'the o o
"fﬂvpension fund of. his prev1ous employer and takes . advantage

:’gof such vesting provisions as may be available.

o In order to establish the facts as to the influence of the’ loss of pension rights
'hiin ‘discouraging a full measure of mobility among - police officers, we have conducted
» '5:persona1 interviews with many law enforcement officers in New York Pennsylvania,'
*Ylllinois, and California. The results of these interviews are given elsewhere in '
Jﬁthis ‘report. In our opinion, they leave no doubt at all as to the greatly accented
"ﬁfimportance of pension rights in the law enforcement field, as compared with most
- . other fields of employment in making decisions as to lateral movements between
'ilocal authorities._ ; ' : A . e '




';i VESTING VERSUS PORTABILITV VERSUS RECIPROCITV VERSUS
'*Qlij. STNGLE STATEWIDE PLAN WITH INTERSTATE RECIPROCITV

'iIt may be useful as a further clarification to review in greater detail and o

'Zﬂcompare more closely in one section the generally accepted meanings of the

;”words vesting," "portability" and "reciproc1ty,' and to show: how each of these ,
"princ1ples may be employed in bringing about greater mobility- among law enforce-,

"“ment officers, and how the systems. implied by each of these terms would relate

‘ito the alternative of haVing a single plan covering all law enforcement officers .

N § o each state.w

':iVeatinggfl,

. rThe term vesting generally implies the retention of the right to a deferred o
'tpeu3101 at retirement notw1thstand1ng the ‘termination of employment before |
Tleven the earliest retirement age allowed under the plan. Under almost a11

’!systems of vesting, the accrued pension is frozen at the. point of the departure

C U of the employee but remains the liability of the pension fund (1f any) or of

 the 1031ng employer. A typical vesting clause in a pension ‘plan would require
. a minimum period of service to be completed before vesting occurs, -such as

3_five years, ten years -or more.‘ Frequently, age and service requirements are

... both spec1fied such as the. attainment of age 40 and completion of at least

'i'ten years of service. If the employee terminates prior to meeting all of the

;J'ep:required qualifications he would have no vested pension covering his service ) e

’ ;prior to termination., :

ﬁﬁThe vested employee would be expected to claim his pension when he reaches
_; the normal retirement age. The administration of the. plan would include
N.:records of vested terminated employees, the whereabouts of whom would not

‘"Talways be known., In the event of the death of a vested terminated employee,’

; l*it is not certain that ‘the ‘survivors or 1egal representatives of .such

' fi»deceased employee would notify the pension fund, so that there would continue

”?fhto be a certain element of uncertainty about the whereabouts and survival

T“of former vested employees. g




. o v o ’ B . .

"l: The vesting of pension credits s widely practised throughout industry. Present .

;7 legislative proposals would stipulate minimum vesting requirements for all tax— o

!'sheltered pension plans. ‘For example one proposal would require vesting at

n':;rhthe point when age and service combined make a total of 50 (for example, age 40di

*f'plus 10 years, age 45 plus 5 years, etc.). Vesting may be graded: progressively;iﬂ.s“

' from less than 100% of: accrued credits when vesting requirements are first met,

;b;increasing progre551vely to a full IOOA of accrued credits, five. years or ten -

' :years later.- On the other hand the plan may ‘provide ' one-shot" vesting, the

{':effect of which 1s. that all,pension credits accruedrto that time are fully vested

Jﬁ at the first point when age and/or service requirements are first met.‘

. S In considerino vesting as a possible solution for the promotion of mobility

- among law enforcement officers,'one great draw—back of this approach would be v
p'the very substantial loss of accrued pension credits which would occur in the ;‘

" case of all te nsfers from one Jurisdiction to. another prior to meeting the

”‘Vi’age and servi ce requirements of the.plan., There would Obviously be a 1arge,~"7 o

,Lf number of such cases, _unless these vesting requirements were set at a very early

point, apprOaching the situation of full portability next discussed. Other draw-~l'

} backs* include the problem of determining what has vested in a final-average pay ff
ﬁ7§plan, and the lack of coordination as to retirement ages and other benefit

e conditions which vary greatly between plans.; Vesting does not tend to conserve} .

. law enforcement man—power in this field of employment'~ thiszconcept;applies L ﬁ

'V"ﬁequally to job changes in the other directions also.r.f"'

- The term portability generally implies 1007 immediate vesting of all accruing

‘credits w1thout any waiting period or. minimum age or service requirements. It ;'N

. may also imply transfer of reserves from one plan to another when transfers of

'l.;bemployment take place.g In this memorandum, that meaning is assumed to apply.'vl Al

'-The essential distinction between portability and vesting, however, lies in the S
”_fact that, under the portability concept, vesting would be full and immediate.-j

'n'An employee who worked very briefly in one job and then moved to another would

q]vhave accrued a very small fragment of pension due to commence many years or ;i ?;:‘lu




decades later, and the right to this small fragment would attach to him, with

payment to commence at the normal retirement date.v N

The principle of full portability was . put into practice during World War II ,,”
in at least one major aircraft manufacturing company at a time when wage»;"

stabilization laws prohibited pay increases.u ‘In lieu of pay increases, portable.

pensions were granted. There was very highvturn-over.’ Many of the’ employees
_ were female. The subsequent record keeping job which arose from this situation
. _v“; can best be described as an administrative monstrosity.j Astronomical numbers
@ of microscopic pension amounts have had to be carried in’ the pension records '
e of this plan ever since._ Changes of location, changes of name, ‘and above all,
vast numbers of . minute fragments of pensions have cluttered the record system
B during all of the ensuing years since the end of World war II. AdministrativeA
. “costs . under this plan are many times greater than normal This example serves ‘
RO to dramatize the impracticability of the pr1nc1ple of full portability of

pen31on rights in the normal industrial pension plan..J

"_ In con31dering law enforcement officers we are not dealing with the large
numbers of transient empioyees in a. rapidly mushrooming war, industry. Transfers=i

5 of erployment would be relatively few and far between.- On .the other. hand this

~ would be transferred with the- employee other. than his right to the pension he

rate of earnings would ‘be determined and recorded at the point of ‘his- transfer. -

In the event that his pay advanced in. the new position, and he retired at a

- would not reflect this continuing advance in the level of. his pay.v Portable
pensions, like vested pensions would thus be quite vulnerable to inflation and '
would not reflect the increasing seniority which the law enforcement officer

g would often expect to gain as a result of his change of position._f -

Neither the term vesting nor the tern portability implies any restriction as 1

';fr - to the direction of movement of the terminating or transferring employee. Under o

principle of portability, if applied in the normal way, would imply that. nothingf ;5:

vnﬂwhad accrued at the point when he terminated - Such elements -as his final-average \3:i;,

much higher level of. earnings ‘his pension based on his earlier period of service‘*".'



both of these concepts, he would be free to enter an y other field of employment,, o
~or to cease working altogether.' He would continue to- retain his right, upon ,,":’*"f
' reaching the normal retirement age, to the portion of his pension based on :
- -service prior to termination or transfer.‘ He might leave the law enforcement el
ifﬁff; field entirely and become a: farmer, or a teacher, or establish his own business, =g:
'v?for example., Neither portability nor vesting would specifically encourage him f*nb
- to remain within the field of law enforcement. |

' »sReumou,tg . :
The principal of reciprocity is distinct from both vesting and portability in
the follow1ng two respects.‘,;.,,?'

”ff_ (a) Movements or transfers of employment must occur within the group of .
S employers who are bonded together through mutual reciprocity arrange-
- ments, one Witn another. Thus, twenty separate counties in. California o
r:,sthich itself covers many ‘other counties, giving a wide field of .1'M
: f?ipossible employment within which a law enforcement officer can transfer o
 “his services. The c1ty of Los Angeles is not, however, a part of this L
ﬂi;system nor is the city of San Francisco. A law enforcement officer
:?:;,cannot, therefore, transfer his employment between one of the counties .
”7:vareierred to and the’ city "of Los Angeles, and continue to build his
'“fpension as though his service were continuous. Similarly, if the _ .
.police oificer transferred ‘his services to a law enforcement p051tion_fji;5;
',}in another state or to a field of employment outside law enforcement,i
.?'his pension rights would not continue. Reciprocity, then, implies :

’3l,restriction as to’ the direction of movement and generally, conserva-

‘b{tion of man—power within the group providing reciprocity rights.fr .

3A3ubject to the above limitation, pension credits earned with the o
”7‘ losing employer would continue to grow on the basis of advancing ;
V“Ifilpay with the gaining employer. Provided the- employee is prepared
‘ ihto remain within the group, therefore he can enjoy very substantial
”r;advantages under a reciprocity system as compared with vesting or ':’»;
rhﬂ portability arrangements existing elsewhere. » ' i




'th is 1ot difficult to see that the concept of reciprocity contains some of |
'fthe elements of a solution to the problem of mobility among law enforcement e

| officers whereas forced vesting or portability in the normal sense of those

"f'terms would not do so.f Reciprocity both protects the rights of the transferring '

;employee more effectively and also requires him to remain within the field of
',law enforcement or government service depending on how the arrangements are

o made.~ - ifixﬂ

"'?“WReciprocityfcan4take“many”forms;““While”the essential*elements?are‘aS'already 5pf' Y

' described there are variations depending on whether reserves are transferred v )

'-along w1th pension rights, or whether employee contributions alone are transferred'ﬁ
-,,fwhether the pen51on ultimately received is based on the benefit formula of the ,‘
‘last employer, or on the ‘plans operating in the various jurisdictions within ;-'w‘x

bwhich service was - rendered., Sometimes, there are limits on -the amount of

.. prior service for which credit is’ given by the gaining employer.‘ Coverage of

'"f;reciproc1ty systems varies'> there are many states in which some of the principal

ii,»cities ot other subdivisions are not members of the reciprocity plan. :

"‘;_Where a: system of reciprocity has Deen well conceived 1t can work quite effectively.,'

- Approximately 5 000 transfers of employment have occurred under the reciprocity
' arrangements operating in California since these were established._ These have:'}

" not created any particular administrative problems. Shortcomings of reciprocity

“;‘systems often tend to lie in lack of uniformity of benefit plans throughout the 3 .

mgroup Participating in this system, incompleteness of coverage, and inability

fh'ito cope with transfers across state lines.~ B
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.fnghe final alternative of a: single plan covering all law enforcement officers o7
:féwithin a state represents the next logical stage of. development in the preserva— .
“tion of pension rights and removal of obstacles to mobility.. Where all of the o

'ijysmaller jurisdictions, including all cities, towns, townships,‘counties, and

'i.;:other subdivisions are members of a single retirement system covering law:

"enforcement officers throughout the state there is no. further need for vesting,

'gf portability, or reciprocity in any way, as lona as the law enforcement officer

L e




.?ftransfers his employment between these various subdivisions within the same
'state.: The State of Washington prov1des a good example of. how such a system i

'1,‘:can be first implemented notwithstanding the prior existence of many plans--_

L in these many subdivisions.,.

’i' If every state throughout the United States which does not already have a similar;-t
| single plan covering all police officers throuohout the state were to’ follow
the example of Washington or to implement a single plan of alternative design

'“>”rfas discussed elsewhere in® t}is*report there would be no further need for

: reciproc1ty arrangements,»or agitation about vesting, portability, or other o
steps to protect the pension rights of law enforcement officers, at least

: insofar as movements within the particular state are concerned.

'ﬁﬁfAll of this leaves open the question of transfers between states.: Here,?theliif'“

R two prima facie alternatives which present themselves are‘-

x

'5afvf(a) To attempt to establish a sxngle plan under federal auspices,'

to which "all state. and local government plans coulo be merged
"vgiving comparable freedom of movement across state lines. 'In fiiv;"
dfthe absence of direct federal legislative power, this would - l | 7
V-%‘?ﬁ=require substantial federal financial 1nducements in order to :djjlff"
L "?ifattain adequate coverage, and dec1sions by many thousands of

3separate local authorities.f,:y_’,_ AR (SRR -

o ci e e e o
=

Under federal auspices, and with some financial encouragement
.:fto establish reciprocity arrangements between states, enabling L
‘f a law enforcement officer. to transfer from one state to another Af:fffbfl
:54_while continuing to build his service credits and ultimate
"'Vfretirement benefits..;5 ; : o e ‘

:waf these two approaches, the second appears to hold the greater potential for-

e an effective solution to the uhole problem of mobility, since it would utilize_.'

" state. legislative powers to consolidate the many plans in each state, and would

E reduce down to practical dimensions the number of participants in a system

| extending across state lines.;j ;53' o




"iWhile it would be s1mple and easy to put forward a sug estion that a- single

"plan be established covering law enforcement officers throughout the nation,

'*5g1v1ng complete portability or transrerability of pension rights across state

'"ﬁ.lines in every direction, we believe that there would be’ considerable and

ﬁbilrprobably 1nsuperable 1egal difficulty in d01ng this. We are advised for

Q;Jexample by the Advisory Commission on- Inter-governmental Relations that

: if-the federal government is not empowered to legislate along these lines whereas R

I each state does have the legislative power to sweep into a single plan all of

‘Jif;'ﬂ~the smaller local authorities w1thin its own borders.

7f An interest1n~ parallel to this situation ex1sts in connection with an insurance
' bill for police death benefits which we understand is being sponsored by ‘
'}_Senator Kennedy.' In this situation it is proposed that a subsidy be provided

'7f2from the federal government to encourage either joining a federally designed

”,;and established group insurance plan or continuing with a separate plan on the'”v
fjlfbaSis of fede al subsidy, prov1ded this meets ‘certain standards established

'%:;by the federal government. In other words, the suggested approach from the
5iiivieWpoint of the federal government would not be to compel any . particular e
‘“"g'action, but to provide financial inducements to either join a federally admin-

‘i“iistered plan or to meet certain standards set by the federal government.n_;ﬁ

“3i;p1t might also be noted that when the Soc1al Security system was first established

h-this did not automatically extend at once to state and local government employment.;““

LIt was left for the voluntary action of state and local governments to elect to ST

T

f;fﬂjbring employees under the federal Social Security system. :

(The answer to this problem apparently must lie in the direction of convening

' Tla council of representatives of the fifty state governments, the District of .

"“f1Columbia and the federal government “the purpose of which would be to produce

?aa Bill providing for reciprocity of pension rights as between these _separate
j”entities.r This Bill would then apparently require to be enacted separately in
"each of the legislatures concerned Since there can be no question that ‘the .

”5interests of the nation as a whole will be advanced when better use is made of the

-hi:-nskills, energies and talents of the more than 400 000 men’ and women presently

t\'135’engaged in the field of law enforcement it would seem 1ogical that some form of

. 3federal support or incentive might be prov1ded toward the removal of barriers

:”?presently impeding the movement from one position to another on the part of

”;ithose engaged in this highly imnortant and socially essential task.iu- s






