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FOREWORD

This Actuarial Study, prepared by lrs. Van Eenam with
the valuable assistance of iirs, Ruth li. Hester, presents an
analysis of the benefit and contribution provisions of group
annuity contracts written in the past few years and discusses
also the general changes which have occurred as compared with
such plans written in earlier years.

In considering the general problem of- social security
it is most important to take into account the supplementation
by cooperative group methods between employers and employees
to the floor of protection furnished by the old-age and sur-
vivors insurance system. It should be recognigzed that the
group annuity is only one of several types of retirement plans
used in this field. In recent years trusteed plans have become
very common; these may involve the use of insurance contracts
(either group or individual) or of a trust fund for the accumu-
lation of actuarially adequate reserves for direct disbursement.
Some of the largest employee groups are provided benefits under
plans administered by the employer and financed through a special
liability account. From the standpoint of number of employees
covered, the group annuity is the most important of the insured
types. Still another form of protection, namely, that arranged
for entirely by the individual, is not within the scope of this
report, although it too is a very important element in the national
picture of economic security.

Robert J. Myers
Actuarial Consultant
Social Security Administration
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ANALYSIS OF RECENT GRCUP ANNUITIES SUPPLEMENTING RETIREMENT
EENEFITS UNDER OLD-AGE AND SURVIVORS INSURANCE

I. INTRODUCTION

Nine leading insurance companies which write group annuities
furnished this office with 376 booklets describing group anmuity
plans of industrial concerns underwritten during the past few years.
It was understood that these would be used for aznalysis purposes
and that reference by name to the organizations would not be made.
A few of the plans were underwritten in the latter part of 1942,
the balance since January 1, 1943.

The plans included in this study comprise approximately 70%
of the number of group annuity contracts written in the United States
by all insurance companies during the period (including contracts
covering employees of nonprofit organizations, none of which is
included in this study). The number of employees.covered under the
plans of this study as of the date they became effective 1s esti-
mated at about 235,000. As eligibility requirements are met the
coverage thereunder will, of course, increase. The total number
of group amuity contracts in-force in the United States as of
December 31, 1946 has been estimated by thé Life Insurance Association
of America at nearly 1800, with the number of employees covered there-
under being nearly 1,500,000.

The plans have been analyzed with respect to some of the most
important provisions. Many details were not analyzed and the actual
group contracts probably indicate more detailed provisions than the
booklets. A few have somewhat different provisions for employeea
fnot covered® under old-age and survivors insurance than for those
moovered,” In this study such plans have been analyzed only with
respect to the provisions for those so covered.



II. SULHARY OF LAJOR PROVISIONS OF 376 GROUP ANNUITIES

Of the 376 group annuity plans analyzed in this study, 41
are of the money purchase* and 335 of the definite benefit* type
for future service benefits. Of the latter, all except 10 provide
benefits on the unit annuity¥ basis. The enployees contribute

under 217 of the plans; under the remainder the employer bears the
entire cost.

In all except 4 plans there is some eligibility requirement
for entrance into the plan. The most common requirement is 5 years
of service, closely followed by 1 year of service. The most common
minimum age requirement is age 30.

The normsl retirement age for men is 65 under 97¢ of the
plans; for women it is age 65 in 837 of the plans. There is a sex
differential in normal retirement age in 15% of the plans. The
most usual differential is 5 years, with normal retirement for
women at age 60 and for men at age 65. In 83% of the plans there
is provision for optional retirement within.l0 years of normal
retirement age, sometimes further contingent upon a given number
of years of service and/or patrticipation.

The most usual benefit formula is one which provides for a
future service benefit of 4 of the first $3000 of earnings per year
of service and 13% on earnings in excess ol §3000; for past service
2% of earnings {both below and above $3000) per year of service.
However, this formula is used in only 9% of the plans. In all, there
are 192 different benefit formulas used. Considering future benefits
only, the most common is again§$on the first $3000 of earnings and
11% on the excess; disregarding the combinations with past service
benefits, this formula is found in 20% of the 376 plans. For past
service benefits, the most usual formula is %% of earnings (both
below and above) for each year of service. This formula appears in
86 plans or in 23% of all plans. A maximum limitation with respect
to either future service or past service benefits, or both, is pro-
vided in 56% of the plans. This is accomplished through a straight
limitation of the size of the annuity, or through limiting the earn-
ings used in computation of benefits, or both. Past service ben?—
fits are provided in 90% of the plans, and in some of the remaining
plans the employer provides for past service outside of the group
annuity.

The employee contribution rate averaged for the contributory
plans is 2.4% of the first {3000 (for plans providing for no break
in rate, or a break at $3000 only) and 4.0% on earnings in excess
of $3000 for 21l plans basing some or all contributions on such

* See page 4 and footnote, pagel5, fof>explahation of these terms.



earnings. The most common rate is 2% on the first $300C of earn-
ings, with 4% on the excess, found in 47 of the 217 contributory
plans. Under definite benefit contributory plans the employer
pays the balance of the cost of future service benefits. Under
contributory money purchase plans the average employer contribu—
tion requirement is 4.2% of earnings up to 3000 and 5,8% on the
excess. The cost of all past service benefits on both types is
borne by the emplcyer.

Death benefits before retirement -are generally a return of
employees' contributions with interest (about 7% of the contributory
plans do not provide for interest). The death benefit after retire-
ment is dependent upon the type of annuity elected. The most usual
automatic retirement benefit provides a life annuity with the retum
at death of the excess, if any, of the employee's accumulated con-
tributions at normal retirement age over the total retirement bene-
fits received,

Upon termination of service before meeting optional retire-
ment age or vesting requirements, the cash benefit is usually a
return of contributions, with or without interest. Vesting of part

or all of the employer's contributions if certain requirements are
met is provided 3% of the plans. In general this takes the
form of an annuity deferred to normal retirement age. The most usual

requiremsnt for vesting is 5 years of participation, although 10
years of service is almost as frequent.

Defiriite recognition of social security benefits is present
in about 75% of the plans. The most usual form of integration is
one which provides for higher contributions and benefits on the earn-
ings in excess of $3000 than for the first $300C of annual earnings.
In a number of plans the first $600 of annual earnings is disregarded,
thereby recognizing that the social security benefit is larger with
respect to the first $600 of earnings per year than for eamings
from $600 to $3000. Plans covering only those earnings in excess
of $3000 account for about 8% of all plans.

While certain provisions are quite common among the plans,
when all factors are considered few plans are found to be alike
in all major respects.



III. TYPES OF PLANS

With respect to contributions, plans are of 3 types. Under
the noncontributory the employer bears the entire cost; under the
contributory the cost is shared. There are some plans which give
benefits based on all earnings, but calling for contributions on
only the higher portion of earnings, classified in this study as
"partially contributory,” since they are noncontributory for the
lower-paid employees and contributory for the higher-paid employ-
ees. Of the 376 plans studied, 159 are noncontributory and 15
are partially contributory; the remaining 202 are contributory
with respect to all earnings upon which benefits are based. Non-
contributory plans account for 42% of the total, as compared with
6% of of the plans in a previous study of 320 group annuities
underwritten during the period from July 1939 to July 1942. The
reason for this variation seems to be the high wartime taxes both
on individuals and corporations. Employee contributions to group
annuity plans are not deductible from taxable income, while employer
contributions to plans "approved®™ by the Treasury Department are
deductible. With higher corporate taxes, the cost advantages to
the employer in having the employees share the cost has been of
less weight than in the years during which the plans of the pre-
vious study were underwritten. Some authorities feel that there
are of fsetting advantages in a contributory plan. They maintain

that the employee is more likely to understand and appreciate the
plan to which he elects to contribute, and that he prefers to help

purchase his retirement benefits. The trend since the end of the
war has been toward relatively more contributory plans. Of the
plans of this study which were underwritten in 1946, 66% were con-
tributory, as contrasted with 56% of the plans underwritten during
the war period. '

As to benefits, there are two main types of plans. "Definite
benefit" plans provide, according to a predetermined formuls, for
benefits generally related to earnings and varying as earnings change.
Kost definite benefit plans are of the M“unit amuity" type, a term
used to indicate that a small paid-up annuity is purchased by each
yearly contribution. The employee contribution (if any, is generally
a fixed percentage of earnings with the employer paying the balance
of the cost to provide the specified benefit. Under the "money
purchase" method, the employee usually.contributes as above, but
the employer contribution is a like amount, or a multiple thereof;
the benefit is the annuity which the combined contributions will
buy on an actuarial basis. In many cases under both types the
benefits thus provided are supplemented by benefits purchased by
the employer for the period of service prior to the inauguration
of the plan. With respect to these two types of plans, the trend

-l -



is away from the money purchase type. In the earlier study, it was
found that about one-third were money purchase plans. In the present
study only 41, or about 11% of the 376 plans, are of this type.

Of the 41 money purchase plans, 38 are contributory for all
employees covered; 2 are noncontributory; while under 1 the employee
contributes on earnings in excess of {1800, with benefits based upon
total eamings, both above and below $1800 per year. Of the 335
definite benefit plans, 157, or about 48%, are noncontributory; 164
are contributory for all employees covered, while 14 are partially
contributory There are 24 contributory and 8 noncontributory plans
which cover only those with earnings in excess of $3000 (often only
salaried employees). These account for 8% of the total, in contrast
with 16%, as shown in a previous study of group amuities underwritten
between July 1941 and July 1942 and with 12%- in the study covering
the period 193942,

The following table shows the d:.stribution by type of the
plans included in this study:

Total
¥oney Purchase Definite Beneflt Number g

Contributory 38 164 02 54
Partially contributory 1 EVA 15 4
Noncont ributory 2 157 159 42

Total 41 335 376 100




IV. BLIGIEILITY

It is customary to condition eligibility to participate in
the group annuity plan on a minimum amount of service, or the attain-
ment of a certain age, or both. This eliminates unproductive book-
keeping due to employee tumover. In some plans eligibility is also
conditioned on earnings. Such & reguirement is usually for the pur-
pose of coordinating the plan with Federal old-age and survivors
insurance benefits. These coordinating features of the plan will
be discussed in Section X. :

The different types of reguirements used in the 376 plans
are set down in Table 1. Four plans place no condition on eligibil-
ity except fuiltime employuent with the comcany. Table 2 shows the
number of plans by service and minimum age requirements either alone
or in combination.

4 tendency to increase the number of years of service required
for eligibility has been noted in previous studies. In plans inaug-
urated in 1938, 10% reguired more than 1 year of service; in 1939,
15%; and in July 1941~July 1942, 25%. In this study, 62% of the plans
require more than 1 year, 30% require 1 year, and only 8% require less
than 1 year, or no service at all. The striking acceleration of the
- tendency to require more service protably represents one way of deal-
ing with the problem of large numbers of temporary war workers, as
well as an effort to confine the pension plan to the persons most
interested in its advantages; that is, the older, more stable employ-
ees. It will be noted from Table 2 that 5 years is the most common
provision (in 31% of the plans), although there are almost as many
plans that require only 1 year.

As shown in Table 3, the percent of plans with a minimum age
requirement increased slightly over that for the previous study and
was much higher than in plans underwritten in 1938. Table 4 gives
a comparison of the minimum age requirements for men as tabulated
'in an earlier study and the present. In both studies age 30 was the
most usual requirement, but in the earlier study a smaller percent-
age had requirements below age 3. Thus while service requirements
have increased in length, the minimum age has tended to be lower
in recent years. The longer service requirement probably has the
indirect effect of raising the average age at entrance into the
plan, while not penalizing the younggr employee who has been with
the company a substantial length of time.

Sixty-three plans have an upper age-limit other than the. .
normal retirement age which otherwise is the effective upper-limiting

age for entrance in most plans. The requirement of an upper-limiting
age would seem to exclude from the plan persons most in need of



Table 1,~-Distribution :f plans by types of eligibility requirements

Typs of Requirement | Number Percentage
sorvic‘ only'.lo'ongoot..ootoao. ------- " o0 16? 44.4
s°r‘ice and minimum ‘ge*nco--.-o--.-‘-v---- 115 30‘6

Service and upper-limiting age plus
elther a minimum sge or minimum

" earnings requirement or both....... cevees 63 16,6
Service and 8alary...eeeccececriitcnnions .o 20 6.3
S8lary ORlYeesveeee vercoscoanacennnons cers 5 1.3
Full-tize employe® 001¥.......covuunnnnnens 4 1,1
oth°r...'l..'.ll.'...lll'.'i.'1..0'0"..'." 2 .5

TOtal.bonoouonc.------u.'ooo. 376 100'0

* Eight of the plans with service and minimum sge requirements also
have & minimum earnings requiremsnt, ususlly $3000 per year, The
majority of the total of 40 plans recuiring minirum earnings for
eligibility are plans covering salaried employees only,

Table 2,~~Distribution of plane by service end minimum &g.. requirements

Minimum age
Years
service  [wons | . % | 25| 50| 55| %2 38\ scu1ianeons | Tot 1
*® | than 25 ‘ Women 30 | -BCeLlAnecus ; Zota
Nom. esB s By 10 hanand —— 1 - i —— 11
Less tham 1., | 11 1 |~ 3| -] = 1 16
ll....ﬂlhliO. 76 4 6 22 5 1 T 114
2-....---..-. 33 2 5 5 1 ' —— s ‘ 46
30.0---'ooo.. 32 - 13 13 3 —— l 62
4.‘-.-...-.-- 2 indead l 1 1 - —— 5
5..--.---.-0- 65 el 7 26 17 l 3 119
iiscellaneous za/ - m—] -] - - — z
Totel.,,. |72 7 || || e g2/ 276
i

g/ Includes 1 plan requiring 1% years, 1 requiring 10 years and 1 with ser-
vice varying with age,

b/ Includes 1 with age 40 men, %5 women; 1 with sge 21 men, 30 women; 1 with
age 70 men, %5 women; 1 age 28; snd 1 age 40,



Teble 3,~~Percent of plans with ninimum age requirement according
to period written

Period irn which
rlan was written

Percentage with ninimun
age requirement

19380ltiil'.o'|-.tnlo|'o-....-v-

lgsg..onl.!oon'.ono--000-00...'.

July lgwuly 1941..-...0.-0.-‘
July 1841~July 1942,..00c0rcesee
Subsequent to July 1942, ...c0000

10%
30
43
34
38

Table 4{F~Gomparison of distribution of plans by minimum age
requirement

Plans underwritten
July 1940~July 1941

Present study

Age requirement .
(wen) Percent-of Percent of
total with total with
Number pinimam age Nuber minimum age
requirement requirement
20 and under,,..... 14 17 40 28
Bueerrnernnrnnnnes| 44 54 78/ 51
K. 4> 20 24 29 20
40 or above,,..u... 4 5 2 1
Total with age :
requirement,,.,... 82 100 144 100

g/ Cne plan requiring age 28 tabulated as age %0 in this table only,

Note:

The 5 plans appearing in colﬁmn 7?7 and the 2 plans from

column 6 of Table 2 have bdeen reclaseified in this table,



retirement benefits, but in the majority of the plans these re-~
strictions are relaxed for older employees already employed at

the .inauguration of the plan, or it is stated that older employees
wiil be provided benefits outside the plan.

These limitations are of two types: (1) the age before
which an employee must be hired, or must have been hired, to be
eligible for the plan; (2) the age before which an employee must
have met all the other eligibility requirements in order to be
eligible; in addition, an employee in service at time of inaugur-
ation must then be under this age. For example, the former pro-
vision might exclude persons employed after age 55; if 5 years!
service were required for eligibility, then an employee age 60
could still join the plan provided he was employed before age 55.
But where the plan is limited to employees under age 55 at the
time all other eligibility requirements are met, it is obviously
more restrictive. In the case of the 11 plans with the former
type of provision, the number of years in the eligibility period
has  been added to the maximum age of employment specified, so
as to put all the upper-limiting ages on the same basis. The
upper-limiting ages for men in these plans then are as follows:

Ages Humber

Under 55 4

55=59 16

60 and over 43
Total 63

In 56 of the above plans the upper-limiting age is the
same for both sexes; in 7 plans it is 5 years younger for women,
and is as low as 48 in one case,

In addition to other requirements, 35 plans have an earn—
ings requirement, usually $3000 per year, Five other plans
condition eligibility on earnings alone. The majority of plans
with an earnings requirement cover salaried employees only. There
are 54 plans, about 14%, limited to salaried employees only, regard-
less of other conditions for eligibility.



V. NORMAL AND OPTICNAL HETIRELENT AGE

Most group annuity plans are designed to retire employees
at a uniform age, which is referred to in the descriptive booklets
as the "normal retirement agg." If an employese is retired before
the normal retirement age spec.fied, the benefits payable at the
earlier date will usually be the actuarial equivalent of the bene-
fits already purchased and which would have become payable at normal
retirement. In 20% of the descriptive booklets, retirement later
than normal is not mentiomed. Where later retirement is provided,
the most usual provision is that the employee may continue to work
with the employer's consent, but benefit payments will begin at
the normal retirement date. In 17% of the plans retirement bene-
fits do not begin at normal retirement age if the employee remains
in service. Only 2 booklets stipulated that retirement at the
normal date is compulsory. 4ll of the plans provide that contri-
butions cease at normal retirement date. In 1 plan the partici~
pant may elect to continue contributions, but employer contributions
will cease.

Table 5 shows normsl retirement ages for the 376 plans
crossed with earlier optional retirement ages where classification
is feasible. Normal retirement age is classified under.four head-
ings, "Men 60, Women 60"; "Men 65, Women 60"; "Men 65, Women 65%;
and "Other." Included in the "Men 65, Women 65" colum are 28
plans where the normal retirement age is deferred beyond 65 wheh
the employee joins the plan within 5 or 10 years of retirement.

For example, the normal retirement date may be determined as fol-
lows:

Age nearest birthday Normal retirement date
on date of inclusion is the first day of the
in the plan month next following

55 and under 65th birthday

56 ~ 66th "

57 67th "

58 68th "

59 69th "

60-69 70th #

This type of "sliding scale" for retirements is a permanent feature
of the 28 plans in gquestion. 4 considerable number of other plans
make use temporarily of a sliding scale and other devices for deferring



Table §,-~Eariier optioral retirement age and conditions
sccording to normal retirement age

A e iy e . -

Years before normal

Normal retirement age

retirement, and other
conditions (if any) Men 60 Men 65 | Men €5 Other Total
Women 60 Women 60 | Women 65
5 years........ feeieaa - - za/ -- 3
10 years........eeeen.. 3 44 2112/ 6 264
15 years,.............. . -- - 2 -- 2
Fumber of years not /
specifiedoo et s s v ae .o 2 2 21»—0-' - 25
10 years, and years of
service or participa-
tionvo-o--.-a-u-..oo. - 5 27‘ 1 33
10 years, and disability a/
or hardship.......... - 2 8 - 10=
10 yeara, and years of
service or disability - - 8 —— 8
Miscellasneous,.,...co00. . - 2 23 1 26
Nonme,,.eoevuiveevnane - - 5 - 5
Totaliieeenoennens 5 55 308 8 37€

o o

[ In 1 plan the company may retire participants earlier at its own inmstance,
/ 1 plan linits optional retirement shown to "meritorisus" cases, 1 to

%unusual" cases, and 1 provides that the company may retire an employee
earlier at its own iastonce,

a0

- 1] -

/ 1 plan limits privilege of optional fetirement to "meritorions® cases,
/ 2 plens omit hardship as a condition.



normal retirement for employe:s who are near or beyond retirement
age when the plan is inaugurated, while persons employed later have
a uniform retirement age.

Including these 25 plans, 82% of the plans retire partici-
pants at 65, 15 retire men at 65, women at 6, and the remaining
3% retire werkers before or after 65. In this latter group, 5
plans stipulate age 60 and one age 62--these are the only plans
with normal retirement below age 65 for nen. Cne of the remaining
vlans provides retiremént at age 70, except that those over 65 at
inclusion in the plan must participate for 5 years, but with re-
tirewent not later than age 75; another retires men at 7C, women
at 65. For men, the normal retirement age is 65 in 97 of the plans,
as compared with a slightly higher percentage in previous studies.
A special study had previously been made in this office as to
plans which provide for a lower retirement age for women than for
men. The results of the spec1al study ant¢ the present analysis
are given velow:

Percent with Tercent with
Differential no Differential Total

Plans in effect 1936 33% 67% 100%
Plans written 1938-40 A0 QG 100
Plans written 1941-42 15 85 100

Present study : 15 85 100

In the present study there are 3 plans which provide a supple-
mental annuity for women from age 60, their normal retireument age
under the plan, to age 65, the minimum retirement age for old-age
and survivors insurance.

Uptional retirement before normal retirement age is important
in considering the flexibility and generosity of the plans. Only 5
of the 376 plans did not provide for earlier retirement. Provisions
for this option were analyzed as to the earliest time when retire-
ment might be elected, and the conditions which must be fulfilled
before the participant is eligible for early retirement. Table 5
shows that the majority of the plans do not place any condition
other than age upon earlier optional retirement. In the 26 plans
with earlier retirement age classified as "liscellaneous,” some
condition other than age is required and alternative conditions
are usual. Such uncla sified plans as do not have alternative

-12 -



conditions have been included in the discussion of the different
requirerents for optional retirement. In showing relationships,
the total 376 plans have been used. The most usual time for
earlier retirement, with or without other conditions, is within
10 years of normal retirement--found in 83% of the plans.

Of the plans having conditions in addition to age, 33
specify a minimum number of years of service with the firm, or
participation in the plan, typically 10. Disability either alone
or in combination was a condition in 31 plans. Of the 26 plans
with optional retirement age unclassified, 13 provide optional
retirement for disability as an alternative to other provisions,
A distinction should be made between earlier retirement for dis-
ability and disability benefits such as those payable under many
public retirement plans. In the latter case the disabled parti-
cipant usually receives a larger retirement benefit than the
actuarial equivalent of the annuity which would normally commence
at 65, since the provision is conceived of being insurance against
the risk of invalidity. Earlier retirement for disability as
permitted in these 31 plans simply makes the plans more flexible.
The fact that disability is so often coupled with ®"hardship® as
a condition emphasizes the nature of the provision.

Alternatives, other than disability, in the remaining un-
classified plans are usually (1) the optional retirement age which
the employee might elect without the company's consent, and (2)
the optional retirement age at which he might be retired with
the company's consent. The conditions of the latter are usually
less restrictive than the former. For example, one plan with
normal retirement age 65 provides that the company may at its
option retire anyone at age 50, but if a participant age %0 has
10 years of service he may retire at his option (10 years of ser-
vice is the only condition for vesting in this plan).

In 5 plans, if he meets certain ccnditions of age and/or
service, an employee who elects to retire before normal retirement
age will receive more than the actuarial eguivalent of the benefits
which would have been payable at age 65.
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VI. RETIREMENT BENEFIT FORMULAS

Retirement benefits under group annuities are generally
a function of eamings and of service. They may be provided on
either the so-called "level cost" method or the "single premium
deferred annuity" method. The level cost method in effect in-
volves the determination of annuity benefit to be paid at retire-
ment date and of potential death benefits, the cost of which is
met through contributions of a level annual amount (either in
dollars or as a percentage of eamings) spread over the period
from the date of entrance into the plan to retirement date, taking
into account interest and mortality factors. This method ia
not readily adapted to group annuities since it does not well
lend itself to taking into account changes in earnings.

The other method, most commonly used in group annuities
in both money purchase and definite benefit types, provides for
purchasing annually a small-paid-up anmmuity deferred to retirement
date. The amount purchased in a given year depends upon the
total contribution of the year and the attained age of the em-
ployes. Under the money purchase type where, in general, the
total contribution is merely a function of earnings and not of
age, the amount purchased will be much more for an employee of
attained age 25 than for an employee of attained age 50. The
definite benefit type, on the other hand, provides for a yearly
contribution which varies by the attained age of the employee.
Usually, under contributory definite benefit plans, the employee
contributes a fixed percent of eamings, with the employer contri-
buting the balance to provide the deferred annuity representing
the benefit with respect to that particular year of service. Thus,
under this type, the employer pays relatively more for the older
employee than for the younger. By and large, for money purchase
plans, the benefit varies by attained age; for definite benefit
plans, the employer's rate of contribution varies by attained age.

The preceding discussion refers mainly to benefits based
upon service after the inauguration of the plan. Most of the
plans also provide for benefits based upon past service, generally
of a unit arnnuity type and based upon earnings at the time of the
inauguration of the plan. The cost of such past service benefits
is always paid for by the employer. Past service is occasionally
recognized through a minimum benefit provision, which increases
the benefit for those employees nearing retirement age at the
time the plan is introduced. A few of the plans of this study do
not distinguish between past and future service benefits. Most
of such plans provide for a definite total benefit expressed as
a percentage of average earnings (sometimes for the last few years
of service% and are generally noncontributory. ’



For purposes of analysis, the 376 plans have been classi-
fied as "money purchase! (41); "unit annuity" (311)%*; and "miscel-
laneous® (24), Four plans which vary the benefits according to
whether or not the employees are covered under social security have
been analyzed on the basis of employees so covered. Plans which
use the money purchase method for future service benefits are classi~-
fied under this heading. -Of the 41 such plans, 23 use the unit
annuity method for past service benefits; only 1 uses the money
purchase method; while 15 provide no past service benefits within
the group annuity plan Under 1 plan the past service benefit
depends upon the earnings of the company, and under another upon
the employee's production.

The plans which have been classified as "unit annuity"
plans, and which are included in Table A of the Appendix, are plans
in which the only variation in benefit formula is due to differences
in earnings; those which use a unit annuity method, but in which
the benefit (future and past, or past only) varies according to age
or time when earned, are classified as "miscellaneous,”

In general, the 24 miscellaneous plans might be classified
as definite benefit plans (as contrasted with money purchase plans).
They include 10 plans where at least a part of the benefit is a
flat percentage of earnings, not based upon years of service; 9 plans
which provide for future service on a unit annuity basis, but with
past service dependent on age, time, or service period when earned,
or otherwise cared for by an over-all minimum which may take into
account the number of years of past service; 3 unit annuity plans
under which both future and past service benefits vary by age, or
age and sex; 1 plan under which the monthly benefit is the average
basic hourly wage times the total years of service; and 1 which
provides a higher rate of unit annuity for the first 20 years of
service than for later service. Of these miscellaneous plans, it
may be said that 14 employ the unit annuity method for future service
benefits, 10 of which employ this method for past service.benefits
also. Future service benefits under money purchase plans will be
considered under the secticn on contributions.

Future and Past Service Unit Aanuity Formulas.--Since the
benefits provided under Federal old-age and survivors insurance are
based on the first $3000 of annual earnings, many of the group annuity
plans in supplementing these kenefits provide a relestively larger
benefit based on annual earnings over %3000 than on the first $3000
of annual earnings. In studying benefit formulas, differentiation
has, therefore, been made as between the first {3000 of earnings and
earnings in excess of £3000.

Under many plans employees are classified into groups by
earnings. The benefit rate is applied to the micpoint of the earnings

# By Wunit annuity" is meant a plan which provides a definite benefit
(usually a percentage of wage) for each year of credited service.
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of the class to determine the benefit for all within the group.
For example, under a plan providing 1% of earnings for each year
of service, the annual benefit at normal retirement age for all
in the earnings class of §1560 to $1800 is 1% of $1680, or $16.80
for that particular year of service. If the employee in another
year falls within a different earnings class, his benefit with
respect to service for that year changes accordingly.

Table A of the Appendix indicates the wide variety of com-
binations of percentage of earnings used in determining benefits.
Footnotes indicate modifications of the combinations, such as plans
which have points of division in the formula below $3000 of earn-
ings, those which exclude the first $600 of earnings¥*, and plans
which give a flat amount for the first division of earnings, with
a percentage added for the earnings above. Where the percentage
can be applied to the entire earnings in excess of the first earn-~
ings class, no footnote appears, the benefit for the lowes% group
being considered as a minimum, or as an amount which would be
provided under the formula for the average in the first eamings
clasgification. The use of a flat amount for the first group tends
to decrease slightly the benefits below those of the formula for
employees earning in excess of the division amount. For example,
if §9 of annual benefit per year of service is the flat amount for
earnings of $1200 or less, and 1% is given on earnings in excess
of $1200, an employee earning $1500 would have a benefit of only
L/5%; for one earning $2400 the benefit rate would be 7/8%, There
are no footnotes indicating limitations as to maximum earnings used
in determination of benefits where such maximum is above $3000.
This provision, however, will be treated in another section.

There are 348 plans, or 93%, which use the unit annuity
method for past or future service, or both. Of these, 321 plans
use a unit annuity formula for all benefits provided. A unit annuity
formula is used for all future service benefits in 325 plans, or
86%. In all, 338 plans provide for past service benefits; of these
326 use a unit annuity formula, including 23 which provide for future
service benefits on a money purchese basis,

Considering plans which provide past and future service bene-
fits on a unit annuity basis, it was found that 271 plans base bene-
fits for both upon earnings both above and below $3000. The 271
plans consist of 261 with figures in all four columns of Table A,
plus 10 from the miscellaneous group. The same percentage both
above and below $3000 and for both future and past service is used
in 35 of the plans; of these, 23 plans use 1% throughout. These
35 plans do not include those with a modification below $3000; there
has not been taken into consideration any limit on the benefit
through a maximum provision. In addition, there are 34 plans which
make no distinction as between earnings above and below $3000, but

# The Federal old-age and survivors insurance program gives a benefit
with respect to the first $600 of annual earnings which is rela-
tively four times as much as that based upon earnings between $600

md$m0
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which use a different percentage per year of credited past service
than for future service; 33 use a larger percentage for future ser-
vice and 1l a larger percentage for past service. Finally, of these
<271 plans, there are 12 which make no distinction as between the
percentage for future and past service, but which give smaller bene-
fits with respect to the first $3000 of earnings. '

The total number of different combinations found among the
271 plans, which have a unit annuity basis and base benefits on wages
both below and above $3000, is 112, The most popular formula provides
future service benefits per year of service of % of earnings below
$3000, and 13% above §3000, with uniform past service benefits of
%% of earnings (usually at the earnings rate at time of inauguration)
for each year of credited service. This is used in 32 plans (36
plans as shown in Table A, less modifications according to r/), or
in 12% of the 271 plans. Related to the total 376 plans reviewed,
this group accounts for less than 9%. The four most common benefit
formulas are shown below:

Future Service Past Service

First First Number Percent of Percent of
$3000 Excess $3000 - Excess of Plans 271 Plans 376 Plans
/4% 1 3/4% 3/u% 32 12% 9%

1 1l 1 1 23 8 6

1 2 1l 1l 18 7 5

1 13 1 1 15 6 4

These 4 fordulas account for 88, or nearly one-third of the 271 unit
annuity plans basing both future and past service benefits upon earn-—
ings both above and below $3000 of earnings; related to the total
plans reviewed, they account for about one~fourth. The other 183 of
these plans involve 108 different benefit formulas,

Among the 10 definite benefit plans not basing benefits upon
years of service, all except 1 give a higher rate of benefit on earn-
ings in excess of $3000 than on earnings up to $3000; in fact, 3 base
benefits upon earnings in excess of $3000 only. A number of the plans
give a flat benefit, plus a small unit annuity benefit on all earnings,
or on those in excess of $3000. The most usual benefit provided in
these miscellaneous plans is a total benefit of 15% of earnings up
to $3000 and 25% of earnings in excess of $3000. Maximum and minimum
benefit provisions are present in most of these plans.

The 28 unit annuity plans which base future service benefits
on earnings above {3000 only (27 of these base past service on earnings
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above $3000 per year only) most commonly provide 13% for future
and % for past service benefits (12 plans), followed by 4 plans
using 1% for future and $% for past service. In all, 12 differ-
ent formilas are used for these 28 plans; the future service bene-
fit is 13% of earnings above $3000 in 16 of the plans and 1% in

5 plans, while the rate for past service benefits varies from
3/8% to 14%, with 3% applying in 20 of the 28 plans.

Future Service Unit Annuity Fommulas.-~Considering future
service only, there are 325 plans (311 from Table A and 14 from
the miscellanecus group) which use the yearly unit annuity metheod,
Of these, 3 base benefits on only the first $3000 of earnings (it
is possible that the employers have additional plans covering
earnings over $3000); 27 base benefits on earnings in excess of
$3000 only; and 1 provides future service benefits based on earn-
ings in excess of $3000 only, but with past service benefits for
all employees based on earnings in excess of $600. There are, then,
in all 294 unit annuity plans which base future service benefits
on earmnings both below and above $3000. A considerable number
disregard the first $600 of earnings or have points of differen-
tiation in addition to that at $3000; these will be considered
in the section on integration. The number of combinations for
future service benefits found among the 294 plans is 43. Modifi-
cations, as indicated in the footnotes of Table A, raises this
to 52. After deducting those with modifications, the most common
formulas for future service, expressed as a percentage of earnings
per year of service, are:

Percent of Percent of

First $3000 Excess  Number 294 Plans_ 376 Plans

3/4% 144 T4 25% 0%
1 2 43 15 12
1 1 A 1 11
1 14 30 10 8

These 4 future service benefit formulas are used in 64% of the 294
plans, or, related to all plans studied, just over 50%.

Since for most employees the larger part of the total future
service benefits are related to the first $3000 of earnings, the per-
centages used on this portion have been considered separately. The
number of plans employing the unit annuity method for some or all of
the first $3000 of earnings is 297. Not including those with modifi-
cations, as indicated in foctnotes of Table A, the most common
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percentages used for determining future service benefits based on
the first $3000 are:

Percentage Percent of Percent of
of Earnings Number 297 Plans 376 Plans
1% 122 41% 3%

3/k 85 28 23
1/2 11 A 3
13 : 9 3 2

Actually, if modifications (see footnotes of Table A) are not taken
into consideration, the total number using 1% of the first $3000 of
earnings for future benefits per year of service is found to be 137,
or 46% of the 297 plans. If modifications of the3¥ formula (found

in 16 plans) are disregarded, the proportion of the 297 plans using
this basis is 34%. It will be noted that 69% of the 297 unit annuity
glans baging future segvice benefits on some or all of the first

3000 use either 1% or#f in determining future service benefits; or,
disregarding modifications, 80%. Among the 1% plans, 9 disregard the
first §600, while only 1 of thé # plans uses this modification. - On
the other hand, the percentage is increased at $1200 or $1800 more
frequently under the ¥# plans than under the 1% plans. Among the 297
plans, there are 34 different formmlas applicable to the first $3000.
This contrasts with 52 different combinations for future service bene
fits based upon earnings both below and above $3000, and with 112 com-
binations where both future and past service benefits are based upon
some or all earnings above and below §3000.

Past Service Unit Annuity Formulas.--No past service benefits
are provided under 38 plans, although in 3 of these plans they are
provided for such employees as are not covered under social security.
Benefits are fumished outside the group annuity plans by some of the
other 35 employers; also the minimum benefit provision present in
some plans has the effect of caring for past service for some of
the older employees, although such minimum applies to new employees
as well, The formulas considered apply to such past service as is
credited. Limitations as to past service covered will be discussed
later. In general, past service benefits are based upon the earn-
ings of the year immediately preceding the inauguration of the plan;
in a few plans, upon the average of the last 5 years preceding. The
past service benefits are in all cases paid for entirely by the em—

ployer.
The yearly unit annuity method for past service benefits is

used in 326 plans made up of 293 from Table A, 10 miscellaneous, and
23 plans which use the money purchase method for future service benefits.




The most commonly used formulas for unit anmuities for past service
are:

Percentage of Farnings

First §§ggg Excess Number of Plans
3/4% 3/4% 86
1l 1l 75
1/2 1/2 29
3/4 1 10

Note: 1In addition to the above, 3 others use b of all earnings
exclusive of the first $600; 7 others use 1% of all earn-
ings exclusive of the first $600.

The past service benefit formulas are in general less gener-
ous, especially with respect to earnings over $3000, than those for
future service benefits, although the reverse is true throughout in
1 plan and with respect to the first $3000 in 12 other plans; these
13 plans provide 1/3 to 1/2 more generously for such prior service
as 1s credited than they do for future service. The same formula
for future and past service benefits applies in 55 plans, or in
1/6 of the 321 using the unit amnuity method throughout; of these,
35 do not differentiate between earnings above or below $3000.

More common is the plan which uses the same formula for past and
future benefits on earnings up to $3000, but gives one-half as large -
a percentage for past as for future service on earnings over $3000.
Table 6 indicates the distribution of the plans according to the

more common ratios between past service and future service benefit
rates in 321 plans using the unit annuity method for all benefits.

The total number of different formulas where past service
is based on earnings both above and below $3000 is 37 (corresponding -
number for future service is 52). The 2 most common (§% and 1% on all
credited earnings) account for 161, or nearly one-half of the total.

There is much less differentiation in the formulas for past
service than in those for future service as between benefit rates
for the first $3000 and those for earnings over $3000. Table 7
‘gives the distribution of plans according to the more common ratios,

As indicated by the table, 22% of these plans providing unit
annuity benefits use a uniform percentage of all earnings for future
service and 60% use a uniform percentage for past service. In con-
trast with this, 38% use a rate 1/2 as large for earnings under
$3000 for future service, while only 5% show this ratio for past
service. ‘

Comparison of Benefits Under Contributory and Noncontribu-
tory Planse--Somewhat more uniformity is found in the noncontributory
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Table £,--Unit annuity plans classified by ratio of past service to
future service benefit rate on first $3,000
of earnings snd on excess

Ratis (Past to future) First $3,000 Excess of $3,000
More than 1...... .. . . 13 1
1 (same).... ......o. oiuiin, 150 €5
B e 20 22
2f3......... e, .o 26 60
2, ..ol e ceers 12 el
No past servica,....,......... 22 20
No future service,,,,......... 1 -
No past or future service,,..,. 24 3
Other ratios including varying 43 €9
Total,....oiinnneee 321 321

Table 7,~Unit annuity plens classified by ratio of benefit rate
for first $3,000 of earnings to that for excess

Ratio of benefit rate on first
$2,000 to benefit rate on earn-
ings above $3,000

Number of plans

Rture service

Past service

More than 1....".'......"»6!0.’.
1 (same)......... Cereettaeeeienens
7 e tereseieiaane e,
2/3.....ll.l.’h.‘.’.‘!l.l-l.“'.Q"
1/2..‘.-.'..l'.¢‘00..!..'.’.'.....
Plan covers first $71,700, or less,

OBlY . seiinnnroncsasosasssosacnnne
Plan covers above $3,000 oaly.....
Other rates including varying.....

Total.‘.....,......,....

71
33
123
27af
59

325

196
12
16
17

opal
52

326

a/ 26 are identical plens,



than in the contributory plans. Disregarding minimum and maximum
benefit provisions, 16% of the 159 noncontributory plans treat all
earnings alike and use the same formula for future and passt service
benefits, as compared with 4% of the 217 contributory plans. No
distinction is made between the first $3000 of earnings and the
excess in determining future service benefits in 30% of the non-
contributory plans, in contrast with 19% of the contributory plans.
Of the noncontributory plans, 29% use the same rate for future and
past service benefits; of the contributory, 9%. Past service and
future service benefit rates applicable to the first $3000 of annual
earnings are alike almost twice as frequently among the noncontri-
butory plans as among the contributory (65% in contrast with 33%).
The future and past service benefit rates are less frequently the
same with respect to earnings in excess of $3000, being alike in
but 27% of the 137 unit annuity noncontributory plans providing
both types of benefits, and in 15% of the 184 corresponding contri-
butory plans. Since under the contributory plans the employee
contributes with respect to future but not to past service benefits,
it is not surprising that relatively more of the contributory plans
furmish larger benefits for future than for past service.

The most common benefit formula (§% of the first $3000 of .
earnings and 13% on the excess for future service, with 3% on earnings
both above and below $3000 for past service) occurs in only 7% of
the 217 contributory plans; among the 159 noncontributory plans,
in 126. The 5 most commbon benefit formulas (combinations of future
and past service unit benefit rates) account for 36% of the noncon-
tributory plans and 19% of the contributory. There are 118 non-
contributory plans which base benefits for both past and future
service on part or all of the earnings toth below and above $3000;
among these are found 64 different formulas. The corresponding
figures for contributory plans are 153 plans using 70 different
formlas. _

In considering the formmulas for future service benefits only,
the 4 most common (as shown on page 18) account for 64% of the non-
contributory and for 41% of the contributory plans. The greatest
variance is in the percent using the formula which provides uni-
formly 1% of eamings per year of service; this formula is used in
18% of the noncontributory and in 6% of the contributory plans.

The most common future service benefit formula for each type (3%
of the first $3000 and 13% of excess) is found in 21% of the non-
contributory and in 19% of the contributory plans.

Table 8 gives the distribution of the 335 definite benefit
plans according to the differentiation in the treatment of the
first $3000 of earnings and of the excess in determining future
service benefits by type of plan. Under noncontributory definite
benefit plans the same future benefit rate applies to all earnings
twice as frequently as under contributory plans. Under the 39
contributory money purchase plans, regardless of earnings level, the
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Table 8,~-Distribution of contributory and noncontributory definite benefit plans dy relative
future service benefit rates for earnings groups

Uniform for all earnings.......cccee
Plan covers first $3000. or less only
Plen covers above $3000 ODl¥ee.enen.
Higher on earnings below $3000,.....
Higher on earnings above $3000......

TOtaloqoonoco---tocot

Number of plans

Percentage distribution

Non- Non~
Total | Contributory | Contributory | Total | Contributory | Contridutory
71 25 46 21% 14% 29%
4 2 2 1 1 1
2l 24 4 9 13 b
1 - 1l - - 1
228 127 101 69 72 64
335 178 167 100 100 100




same benefit rate--as determined by the contridution rates--is
used in one-third of the plans, while 1 of the 2 noncontributory
money purchase plans uses the same rate for all earnings.

In surmary, among the total 217 contributory plans the
benefit formulas are more liberal with respect to earmings in
excess of $3000 in 171 plans (including 24 which pay only on such
eamings), or in 79%; among the 159 noncontributory plans 109,
or 69%, are found to be more liberal with respect to the higher
portion of earnings (of these, 8 cover only those earning in
excess of §3000). A relatively larger proportion of the plans
covering only those earning in excess of $3000 are contributory
(75% as against 58% for all plans studied),

With respect to the first $3000 of annual earnings, the
most common future service benefit rate is 1%4. This rate occurs
in 25% of the 217 contributory and in 43% of the 159 noncontribu-
tory plans. The next most common, %, is found in 20% of the con-
tributory and 27% of the noncontributory. Thus, these two benefit
rates on the first $3000 of earnings account for 45% of the con-
tributory as compared with 70% of the noncontributory. Related
to unit annuity plans (exclusive of those varying by age or period
when "earned"), they account for 55% of the contributory and for
76% of the noncontributory.

Unusual methodsof providing benefits are found more fre-
quently among the noncontributory type of plan. Among the 5 plans
which provide a unit annuity future service benefit varying by age
or period when "earned! 4 are of the noncontributory tyre, and
among the 10 definite benefit plans not using the unit amuity
method 9 are noncontributory.

While both the most generous and the least generous benefit
formilas in relation to wages are provided in noncontributory plans,
the contributory are on the average more generous with respect to
future service benefits. The unit annuity benefit rates, averaged
for the number of plans to which they apply, are given below. Under
the contributory plans on earnings above $3000, the past service
benefit rate thus averaged is 60% as high as the benefit rate for
future service; on the first $3000, 86% as high. For noncontribu-
tory plans, the corresponding ratios are 72% and 90%, respectively.

Benefit Rate as Percent of Earnings per Year of Service

Contributory Noncontributory
Future service, lst $3000 <94% +90%
Future service, excess 1.50 1.39
Past service, first $3000 .81 .81
Past service, excess +90 1.00

Note: Averages are those of all plaﬁéhhavihg a benefit rate for the
particular category considered, with equal weight being given
to each such plan.
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Limitations in Determination of Credited Past Service.--For
the purpose of providing benefits based on service performed before
the plan became effective, a certain amount of such service is com-
monly excluded, About 76% of the plans exclude some or all past
service. The most usual practice is to exclude approximately the
same number of yeirs of past service as is required for eligibility
to the plan and/or service before the minimum age for eligibility.
This insures that new employees will not receive benefits on a
smaller portion of their actual service than older employees.

Table 9 shows the major types of exclusions and the number
and percentage of the plans with such provisions. Exclusions com-
bining age and service make up the largest group. Provisions of
this type are usually stated ", . . excluding the first n years of
past service and any year of service before age X." Thus, the age
when service is performed may cut domn credited past service by
more than the minimum number of years stipulated as excluded. For
example, in a plan that excludes the first 5 years of past service
and any service before age 35, an employee entering the company at -
age 27 and joining the plan at age 35 would have all 8 years of
past service excluded. In the same plan, an employee entering the
company at age 32 and Joining the plan at age 37 would have only
5 years of past service excluded, '

The most common exclusion (Table 10) is the first 5 years of
past service without reference to age when service was performed
(33 plans), The most common combination of age and service exclu-
sions is 5 years of service and any service before age 35 (21 plans).
Where age alone is the basis for exclusion, service before age 35
is most usually omitted (22 plans). Without reference to combinations,
age 30 (58 plans) is the most common limiting age, followed closely

by age 35 (57 plans).

There are 76 plans, or 20%, which do not exclude any service
from the calculation of past service btenefits. Eleven of these plans
not only provide benefits based on all past service, but also give
annuities based on the past service formula for the eligibility
period for all employees becoming covered by the plan when eligible
in the future. In this respect, it should be pointed out that most
plans give past service only for employees covered on the effective
date of the plan. This seems to be one method under contributory
plans of encouraging eligible employees to join immediately and of
simplifying the process of getting started.

Included in the 76 plans which do not exclude any past service,
are 6 plans that place a limit on years of past service which may be
credited; 13 plans among the 285 that have various types of exclu-
sions also have such a limit, usually 10 years, although 2 are as
low as 5 years, A very few plans impose an over-all limit on the
years of past and future service which will be used to compute benefits,

usually 20 or 30 ysars.
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Teble 9,--Distribution of plans by type of provisions for exclusion

of past service

Type of exclusion Number Percentage

hge and years Of BOrvice,..........ocevenenn.. oo 25,7%
Years of service,,.........coveivvrnnennnnn. cee 76 20,2
BB st tsnnreriosasonarenensareranerenns seereee . 54 14.4
All pest service excluded........cvvvvnnnnnnnn, 28 10.1
Past service prior to a given date,,........... 7 1,9
Years of service and any prior to a given date 4 1.1
Age and yesrs of service and sny service prior

to a given date,..oivvvenivranrnenennans 4 1,1
Age and any service prior to a given date,..... z o3
Miscellaneous,,...cvieeeeeenccncranccssncnsonns 2 N

Total with exclusions®,....veeecee 285 75,8

No service excluded,..esesreesncscnssscsocsonne 76 20,2
Not divided into past and future service, or

past service taken care of in minimum,,,,..... 1% 28
Past gervice formula not given.........ecc.vves 2 5

—

— hvont
— — —

Teble 10,~Distribution of plans by provisions for age and service exclusions

of past service

Years Service excluded before age
of
Service Yo a
Yo age 25 end Above
Excluded exclusion ander 20 | ”5 40 40 Other Total
None......| 83 5 | 17| 202/ | e8| 4 1 141%4
loooo-.-o. 14 2 10 5 1 - - 32—
20..0...-. 15 1 3 2 / 1 - - ) 22,2/
qc-o-oo'-- 14 5 12 5Q 4 o l 41
4.-0-..... 2 b o 2 haad - - 4
- T 33 3 16 | 28/ 3 2 1 79
Other..'., 2 and - — - and - 2
Total...l 163 16 58 57 18 6 3 221
L

2] 1 plan provides 5 years younger for women with normal retirement age belng
5 years younger than for men,
3/ 11 plans also exclude any service before a given date; 7 of these have no
age or years of service exclusion,
¢/ 2 plsans also exclude any service before a given date,
_j 1 plan also excludes any service before a given date,
The remaining 55 of the 276 plans consist of 13 plans with past ser-
vice taken care of in over-gll formula or minimum, 2 plans with mis~
cellaneous exclusions from past service, 2 plans for which the past
service formula was not given and 38 plans with no provision for

Note;

past service,



A number of plans provide a minimum benefit irrespective of
years of service. This tends to give a larger benefit than the
formula future service benefit for the employees at the higher ages,
but the minimum applies whether or not an employee had any service
before becoming eligible for the plan.

A significant number of plans propose to provide partici-
pants with anmuities equal to a certain percentage of average earn—
ings (such as 25%), and if credited annuities will not provide this
minimum, the company will purchase supplemental annuities to make
up the difference, A few plans of this type do not directly pro-
vide any past service benefits and are tabulated accordingly, but
older employees retiring under such plans soon after the effective
date will get approximately as large a retirement income as if
past service had been bought for them,

Some of the plans which exclude all past service in computing
benefits are for organizations which have had plans of a different
type preceding the group amuity and which, therefore, do not need
to provide past service benefits. Some other plans with no past
service benefits have supplemental plans to take care of older em-
ployees (those within 5 or 10 years of retirement). It is not
possible to determine the exact number of companies represented
which do not provide some method, formal or informal, of recognizing
prior service,

Maximum Benefit Provisions.—-Many plans limit benefits either
through a maximum annuity provision, or through restricting the amount
of salary upon which contributions and benefits (or benefits in the
case of noncontributory plans) are based. Of the 376 plans, 167 (or
LLZ) do not provide for a maximum benefit. This compares with about
38% for the group annmuities underwritten during the 2-year period
preceding this study. A meximum annuity provision is found in 159
plans. There are 69 plans which have a provision as to the maximum
salary upon which the contributions and benefits are based, and of
these 19 also have a provision for limitation of annuities. The
distribution of the plans with respect to maximum annual amuity
is shown in Table 11. The maximum of $6000 is by far the most
comon; in an earlien study a maximum of $5000 was most commonly
found. Among the 24 ™Other™ are 7 plans with maximum annual annui-
ties below $5000; & with maximums above $5000 but below $10,000 .

7 with maximum above §10,000, of which 5 are above $15,000; while
1 is 20% of salary for those with incomes in excess of $10,000,
and another mentioned the maximum "set forth in the contract.®

Table 12 gives the distribution of the 69 plans with future
gervice benefit limited through limitation of the annual salary
-used in computing the benefit. The most prevalent maximum anmnual
salary is $10,000 found in 9 plans, followed by $15,000 and $3000
found in 7 plans each. In all, there are 37 different maximuns
among the 69 plans using this method of limitation. Sometimes
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Table 1l,-~Plane by amount of meximum snnusl benefit

Amount i Numbey

,Oooo-uu-c-g----o---..-.o.--‘.--.-ooonc
3800, .0 iineeienesocnennrsnnsronnsnsnsse
)Ooobowaonovaa.----..-...---.---u-.oc--
9000, .0 veneienecneneennnn. cereciaiaes
3000, . uiriiiennreecrenionetrenensnnns
|200-oo---o.-uc-. ..... serersssusrsrvans
*

mo..-oc-‘loa-.oo-..uo--onco....o-"lo

oN~NNOO LT

’soooccouna-ononoo----..oy-o‘-o-aot-c-.

g’oml.luolo.toncon.--tocuolno.auilol-.c

10,000........'.;,................'......
12'000‘.I.'.ll'.l.l.l!....tl...l-.!.lblll
15,0%..0...‘.....".!Ol..l......."...l.

otherlnt|t-cc-o¢n00'-uooo-t'oo'---oo--o.o

NeoBoowvwubBooom

TOta‘l.l..-a..ootntciitlQ. 159

Teble 12,~<Plane by meximum snnual credited salary—"/

Amount Number

Less than $3’000.00000-..-.-.-.o..-.o--o--
$3’0000"0---o------aoo-aooo..o-oo.---.--.
More than $2,000 znd less than $6,000.....
B6,000, .. .0 vieecnennnnenoenens Ceeeenncane
More then $6,000 and less then $10,000.,..
$10,000, . 0ccveecencccocvcsncosasaccans-ss
More than $10,000 end less than $15,000,..
$15, 000..... ..... Ceeieeesereeteeaaenaae .
More than $15,000 and less than $=0,000,..
%0 000 or morelb.l.l'O'tlon..oo..-l-.-.ll

~3 00 ~1I~I W0 O~I~2g

[0}
w0

Totalgggo-ooo ------- sevore

a/ Meximum amount used in computation of future ser-
vice benefits, and contributions (if any),



the amount of salary is restricted for past service benefits and
not for future service benefits; also in some plans the maximum

used in determination of past service benefits differs from that
for future service,

Among the 19 plans where there is a maximum benefit and
also a maximum annual salary used for determination of benefits,
no two are alike. The ratio between the two amounts, in general,
averages about 40%. As an example, one plan limits ithe salary used
to the first §15,000 of annual salary with a further restriction
of the benefit to & maximum of $6000 per year.

‘As previously noted, a limitation as to the number of years

of service which may be credited for retirement benefit occurs in
a few of the plans.
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VII. CONTRIEUTIONS AND THEIR RELATICNSHIP TO
FUTURE SERVICE BENEFITS

Table 13 gives the most usual emplcyee contribution rates ex-
pressed as a percentage of earnings among the 217 contributory plans
classified by the rate on the first $3000 of earnings. The most
comnon employee contribution formula calls for 2% on the first $3000
of earnings and 4% on earnings in excess of $3000 (47 plans), the
next most common being 24% and 5%, respectively, (16 plans). The
highest contribution rate on amounts below $3000 was 6% (1 plan)
and in this case the rate was only 4% on the first $600 of earnings.

The same employee contribution rate applies above and below
$3000 in 37 plans, or 17% of the 217 contributory plans. The contri-
bution rate below $3000 is one-half as much as that above $3000 in
82, or 38% of the plans. In all, there are 68 different employee
contribution formulas among the plans studied. This corresponds
with 143 different future service benefit formulas (including none
contributory plans and plans which do not separate the past and
future service benpfitsg.

Of the 40 plans appearing in the "Other" classification of
Table 13, 28 have contribution rates on part of the first $3000
corresponding to rates shown in the table but with a second division
point below $3000, of which 6 are plans that merely exclude the
first $600 of earnings, Nine plans of the 40 have a rate below
4% on the first $3000, but different from those listed specifically
in the table. The remaining 3 plans consist of 1 plan calling
for from 4 to 6% on earnings below $3000 and from 6 to 9% above
$3000, depending upon the age at entrance into the planj 1 provid-
ing for a flat annual contribution of $120 or $240, depending upon
age in the year of contribution; and 1 providing that the employee
may elect to contribute 2, 3, or 4% of earnings, with the employer
contributing two times that amount.

Costs for all past service benefits, when provided, are paid
by the employer under all the plans studied. Under the definite
benefit plans, the employer bears the balance of the future service
benefit costs under the 217 contributory plans, and, of course, the
total cost of the 159 noncontributory plans. There appears to be
no decided difference between employee contribution rates in money
purchase plans and those in definite benefit plans, although there
are 3 money purchase plans calling for the relatively high contri-
bution rate of 5% on all earnings. The plan calling for 6% (4%
below $600) is not a money purchase plan. :

The average employee contribution rate requirement under unit
amuity plans with a uniform rate on the first $3000 of earnings is
2.4% up to $3000, and on such earnings in excess of {3000 as are
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Table 13,~~Employee contribution rates

On excess over $3000

On first Percent of
$3000 ~ Nusber 217 plsns
Varies from Most prevalent

Noe. ..... 1% to 5% (135/ plens) 26b/ 12,04
U o</ to 1 (4 plans) 8 3.7
3........ 1% to 3 (6 plans) 8 3.7
S 0c/to & 4 (47 plans) 69 1,8
0c/to 5% 4 (5 plans) 9 4.1
S 2k to B 6 (16 plans) 19 8.8
. S 3 to 6 6 (7 plens) 26 12,0
Y 4 ’ 4 (56 oplans) 5 2.3
Above 4,,. oc/to € 6 (3 plans) 4 3,2
Other,,,., |  ~=--=o= | s 40 18,4
IOtalOODQ---acchQOD-tcuo--ot.oo-.. 217 100.0

2/ Boncontributory benefits provided om earnings below $3000 in 3 of these

plans,

b/ Noncontributory 'benoﬁtl provided on earnings below $3000 in 5 of these

plans,

¢/ One plan gives benefits based on first $3000 of earnings only,
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credited is 4.0%. The corresponding contribution rates average
2.7% and 4.0%, respectively, for the contributory money purchase
plans. The average employer contribution rate requirement under
the contributory money purchase plans is 4.2% on the first $3000,
and 5,6% on earnings in excess of $3000.

Considering the employee contributions and unit annuity
benefit rates jointly, combinations appearing in 5 or more
plans are shown in the following table:

Employee Benefit Rate
Contribution Rate Future Service Past Service
First First First Number of
$3000 Excess $3000 BExcess $3000 Excess Plans
o% of 3/kp 13 3/kk 3/i% 17
0 0 1 1l 1 1 14
0 0 1 1 3/k 3/4 11
0 0 1 13 1 1 11
0 o 1l 2 1 1l 7
2 4 3/4 1 3/4 3/4 7
2 4 1l 2 1 1 6
0 0 3/k 13 1 1 5

These 8 combinations account for only 78 of the 321 plans which might
have been similarly classified. Of the 78 plans, all but 13 are
noncontributory. This indicates how few of the plans, even with
respect to contributions and retirement benefits, are alike., Further
reduction in ®"like" plans would be shown if other factors were con-
sidered jointly with these. . ;

The combined contribution rate (employee plus employer) for
future service benefits does not vary with earnings in 15 of the
39 contributory money purchase plans. In 5 of these 15 plans the
total contribution rate for future service benefits is 5% (in 3
of which the rate is higher for employees not covered for social
security); in 2 the combined rate is 10%; in 1 each the combined
rate is 6, 7, 75, 8, 9, 12, and 15%; and in 1 the rate varies by
age.

The most cormon employee contribution rate among the 24
other contributo¥y money purchase plans is 3% on the first $3000
of earnings, with 5% on the excess, and with like contributions
from the employer (3 plans). Three other combinations occur 2
times each. One of these calls for employee contributions of 2%
on the first $3000, ané 3% on the excess, with employer contribu-
tions 23 times as large; another provides for employee contributions
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of 2% on the first $1800, 4% between $1800 and $3000, and 6% on
earnings in excess of $3000, the employer contribution being 1
times those of the employee; while the third calls for a contri-
bnu;;on of 2% from both employee and employer on the first $3000
only,

The distribution according to the ratio of employer contri-
butions for future service to the employee contribution under the
money purchase plans is as follows:

Ratio Employer to Employee Contribution Number of Plans

mua]- mtching .ooo..---o-oocnu-n.oo.oc'--orclc.oolcnho

14 times iooo.cocnooolccctooo-ouol---.ono--cl--olocvcool
1% times P PO IE PP EIN LI PELEINOAIEIIONIRLIOSIIIAICIORBROIOROAY TS
2 times D R R R R B R O S
% times L R N R R N N R S

4 tines R R N R N N N N B R I N A

1 to 6 times (depending on age at entrance)............
2% times to $1800; 1-2/3 times, $1800 to $3000;.........

equal matching above s.ecceecesccesncsoscesscsnsanes
2 to 3 times to $3000, depending on age; 1-2/3 to 2-1/3

on eaming' above ‘m.-cotoo-oo-goccoo.o.-unno--oo
Noncontributory to $1800, equal matching above.....eess
Hmwntﬁbutoﬂ.......'O.l".l'...‘t0..’0.'..0"....'O'

ﬁ LS ol o ) HNH#S\»G

Totd S8 000 8o esdere

=N

Under the 2 noncontributory money purchase plans, the employer pays
5¢ of employee earnings for future service and under 1 psrtial con-
tributory plan 3% on the first §$1800 for future service. About 62%
of the contributory money purchase plans call for larger contribu-
tions from employer than from employee for future service benefits.
The corresponding fikure in a previous study was 16f. The average
employer contribution requirement on the first $3000 (where the
rate is uniform to $3000) is 4,2% of earnings; for earnings above
$3000 the average is 5.6%

Averaging the contribution rates required under contributory
money purchase plans shows that the employees bear about 40%. of the
cost of future service benefits based on the first §3000 of earnings

and 42% based on earnings in excess of $3000. In some of the plans
the employer pays an additional amount when necessary to provide a

stated minimum benefit.
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Relative Proportion of Future Service Benefits Furnished
by Employer Contributions.--An attempt was made to determine the
number of plans under which the employer paid for approximately
the same proportion of the future service benefits, regardless
of the earnings lsvel of the employee (disregarding the differ~
ences in cost due to differences in age distribution). Under
the 157 definite benefit noncontributory plans (disregarding
maximum provisions) all earnings are treated alike in 43 plans.
Three other plans which do not differentiate between earnings
below and above $3000 vary the benefit according to the age _group
of the employee at the time benefits are earned. The portien of
the benefit based upon earnings above $3000 is relatively higher
than that based upon eamings below $3000 in 101 of the 157 non-
contributory plans; in 7 others earnings below $3000 are disregarded;
in 2, earnings above $3000 are disregarded; and in 1 the benefit is
relatively larger for earnings below $3000 (due to a relatively
high flat benefit for the first $1200 of earnings).

The ratio of employer contribution to employee contribution
is the same on all earnings upon which benefits are based in all
except 3 of the 39 contributory money purchase plans. In 1 of
these, there is no employee contribution on the first $1800 of
earmings, although the employer contribution is based upon all
earnings; in the other 2 the ratio of employer contributiorn to
emplo%ee contribution is more on the first $3000 than on earnings
over $3000. In 3 of the 39 plans contributions are based on the
first $3000 only. It may, therefore, be said that in these latter
6 plans the employer bears a larger proportion of the cost of
the benefits based on the first $3000 of earnings than of those
based on the excess.

The 15 partial contributory definite benefit plans in all
cases show a relatively lower relationship of employee contribu~
tion to future service benefit with respect to the lower portion
of earnings than for that portion in excess of $3000. In such
plans the employer bears a larger proportion of the cost on the
lower portion of eamings than on the higher. Four of the defin-
ite benefit plans and 3 of the money purchase contributory plans
base contributions and benefits on only the first $3000 of earn-
ings. REach of the latter has a supplementary plan, not of the

up annuity type, glving benefits with respect to earnings above
g;OO. In addition, 19 of the 164 contributory definite benefit
plans provide a lower ratic of contribution to future service bene-
fit with respect to the first $3000 than to earnings in excess of
$3000, often due to an increase in the benefit rate at a point
below $3000, with no corresponding increase in contribution rates;
or to the elimination of the first $600 for contributions, with
no corresponding elimination for future service benefits. The ratio
of employee comtribution rates to benefit rates is uniform for all
credited earnings in 138 definite benefit plans. Under such of
these plans as base benefits on earnings above and below $3000
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(117 plans) the employer bears a uniform proportion of the cost of the
future service. The most prevalent relationship is 2 of employee con-
tribution to 1 of annual benefit, meaning that in 2 years after retire-
ment at normal retirement age the employee will have received in future
service benefits the full amount of his own contributions. Those en-
titled to past service benefits will have received these in addition.
Earlier studies showed a 3-to-1 relationship to be mcre common, this
appearing in 40% of the plans with uniform rates. The table below gives
the distributicn according to the relationship between employee contri—
buticn and future service benefit per year of membership:

Ratio of Employee Plans Based on E Percent
Contribution Rate Above and  Above $3000 Below $3000 Total Distri-

to Benefit Rate Below $300C only only . Plans bution
2 times L 1l 1 L6 33%
2~2/3 times 32 -1 - 33 24
3 times 19 2 1 22 16
3-1/3 times .9 11 - 20 14
Other 13 4 - 17 13
Total 17 19 2 138 100

Under plans of the present study, where there is a uniform relation-
ship, the average number of years of retirement benefits required for a
full return of employee contributions (exclusive of past service benefits)
is slightly over 2.5 years. The corresponding figure for the previous study
was 2,8 years. '

Tables 14 and 15 summarize the above discussion, the former deal-
ing with contributory and the latter with noncontributory plans. Consider-
ing them jointly, employerspay the same proportion of the cost of benefits
based on earnings above $3000 as on earnings below in 197 plans, or in
53% of all plans.

Among plans which cover earnings both above and below $3000 there
are 101 (21l noncontributory) which give relatively larger benefits with
respect to that portion of earnings above $3000; in addition there are
32 plans which cover only earnings above $3000. Thus, under 133 plans
(35%), it may be said that the employer bears relatively more of the cost
with respect to the earnings in excess of $3000 than for the first £3000.

There are 35 contributory plans under which the employer pays a
larger proportion of the cost of that portion of benefit based on the
rirst £3000. In addition, 7 plans base benefits on the first $3000
only and a single noncontributory plan has a relatively larger benefit
rate on the first $3000 of earnings. Thus, under 43 plans (11%), the
employer bears relatively more of the cost with respect to the first
£3000 of earnings than for the excess.
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Table 14,~~Contributory plans by relative proportion of future service benefits
paid for by employer for earnings sbove =and below 32000

Number of plans
Proportion
paid for Earnings eredited Percentage
by employer ’ Money Definite : distribution
. Total '
purchase benefit
1208 4.3 TR Above and below $3000 33 117 150 69.2%
Larger for over $3000,. Above and below $3000 —— _— _—
Larger for over $3000,. Above $3000 only..... — 24 | 24 11,0
Larger for first $3000. Above and below $3000 3 32 35 16.1
Larger for first $3000. Below $3000 only.,.... z 2 - b 2.3
Miscellaneous and unclassifiable,,...eesevcccccoce - 3 2 1.4
Total Plensd,..eutccercorccescsnosce 39 178 217 100,0
» : S

Table 15,~-Noncontributory plans by relation between future service benefit
rates for earnings above and below $3000

Benefit Number of plans |
rate Earnings credited - Percentage
Maney Definite distritution
Total
purchase benefit
Ulﬁ.forﬂk...-.....-..... AbOVe and below %om 1 % 47 29‘7/%
Larger for over $3000,, Avowe and below $3000 — 101 101 67,5
Larger for over $3000.. Above $3000 only..... 1 7 8 5,0
Larger for first $3000. Above and below $3000 — 1 1 6
Larger for first $3000, "Below $7000 00l¥,....s ~— 2 2 1,2
Total pla-ns‘.-..---...--.».--o..-.- 2 157 159 100.0
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VIII. CASH BENEFITS AT TERMINATION OF SERVICE OR DEATH

At termination of service before normal retirement age,
benefits may be of 2 types: cash withdrawal benefits, or deferred
annuities ‘available if the employee's contributions (if any)
are also afglied to provide a deferred annuity. The latter are
discussed Section IX. The following paragraphs will be largely
limited to a discussion of the cash benefits available at termina-
tion of service, or at death. Since the primary purpose of the
group annuities is to provide retirement benefits most plans pro-
vide death and withdrawal benefits based upon the employee's con-
tributions only. In considering death benefits, it should be
borne in mind that benefits in the form of periodic payments to
survivors of these employses are provided under the Federal old-
age and survivors insurance program and that most of the companies
included in this study also provide for group life insurance.

Noncontributory plans.--Under the 15 noncontributory group
annuities of this study, 151 provide no cash termination benefit.
Eight plans provide for cash benefits, the most usual being the
employer's contributions with interest, which, if taken, would
eliminate any annuity benefit; the cash option of 3 of the plans
is dependent upon a certain number of years of service.
except 10 of the 159 noncontributory plans provide for vested
benefits in the form of deferred or immediate amnuities for those
meeting certain eligibility requirements (age, service, length
of membership, or combinations thereof).

Provision for death benefits under the noncontributory group
amuity plans (probably many of the organizations also carry group
life insurance) are similar to the termination of service benefits,
except that a larger number provide a death benefit. In addition
to the 8 noted above, there are 8 others which provide for a cash
beneflt of the employer's total contributions with interest if
death occurs befcre retirement. Except when an optional form of
benefit is elected, there is generally no death benefit after retire-
ment under noncontributory plans, Five of the plans have as the
automatic retirement benefit a life annuity guaranteed for either
5 or 10 years; other types of annuity may be elected in lieu thereof.
Most plans do not provide for cash benefits while the employee is
still in service. However, 1 noncontributory plan provides that
- the employee, after 3 years of membership, may surrender at any
time 1/2 of his benefit rights for 45.6% of the employer's contri-
butions accumulated at 2% interest.

Contributory Plans.--Cash benefits equal to the employee's
contribution with interest are payable upon termination of service
before retirement age under 204 of the 217 contributory plans. The
interest rate specified in each of thess is 2%, although this rate

may be changed at 5-year intervals, but only with respect to contri-
butions made subsequent to the change. Under the remaining 13 plans,
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the employee's contributions without interest are payable, Thus,
94% provide for return of conmtributions with interest, This is a
considerably higher proportion than shown in earlier studies,

Eight of the plans provide for additionsl cash benefits with respect
to some or all of the employer's contribution should employment be
terminated before retirement age. In general, the employee who is
entitled to a cash benefit may, in lieu thereof, elect an annuity
deferred to normal retirement age. A mumber of plans permit the
deferred annuity in lieu of the cash benefit only if the amount pur-
chaseable is in excess of $40 or $60 annually., Under 1 plan a cash
termination benefit is provided with respect to the employer's con-
tribution only if the total cash available is less than $1000;
otherwlise the deferred annuity only is available,

Death benefits under contributory plans before retirement
are usually the same as the cash termination of service benefits,
A few plens which do not provide a cash termination benefit with
respect to the employer's contritutions do provide a cash death
benefit before retirement equal to a portion, or all, of the
employer's contridutions.,* The death benefit after retirement under
contributory plans is dependent on the form of the annuity provided,
The normal retirement benefit is usually a modified cash refund
annuity, with provision for election of other types of equivalent
actuerial value., The death benefit after retirement of the modi-
fied cash refund annuity is the sum of the employee contributions,
usually with interest to retirement date (depending on the vrovi-
sion for death before retirement), lese the sum of the total anmuity
payments made prior to death, The few plans which provide a2 death
benefit before retirement of all or part of the employer's accumu-
lated contributions do pot, under the normel annuity benefit,
provide any death benefit after retirement with respect to the
employer's contributions,

Except where an option is chosen, 7 of the contributery
Plens do not provide any death benefit after retirement, the normal
annuity being similar to an individual life annuity without a
gueranteed number of paymente and therefore relatively larger than
the modified cash refund annuity, The death benefit after retire-
ment under 3 other eontridutory plans ie a continuation of the
annuity until the end of 10 years after retirement if the individual
dies during the 10-year period,

* In addition to the return of the employee's accumulated
contritutions,



IX. VESTING

"Vesting" is a term used to denote the right of the em-
ployee upon termination of employment before retirement date to
a part or all of the benefits already purchased by the employer's
contributions made in his behalf. Usually in contributory plans
this is conditioned upon the withdrawing employee leaving his
accumlated contributions with the insurance company to be applied
to the purchase of a deferred annuity. After vesting requirements
have been met, he is entitled to a paid-up annuity purchased by
his own contribution and by a part or all of the employer's con-
tributions. &Since there is usually no cash withdrawal privilege
in noncontributory plans, the right to receive benefit of the
employer's contributions is automatic upon fulfilling conditions
of vesting. For example, the vesting provision might be stated,
"If, upon termination of employment, the employee has completed
10 or more years of participation in the plan, he will be entitled
to receive at retirement age all the annuities purchased for him
before leaving the company." In a few plans, both contributory
and noncontributory, the employee is given the privilege of electing
a cash payment made up of part or all of the employer's contribu-
tions in lieu of part or all of the vested deferred annuity. These
provisions were discussed more fully under Section VIII.

- There are a number of forms of vesting which in this study
have been designated (1) immediate full vesting, (2) deferred full
vesting, and (3) deferred graded vesting. Immediate full vesting
applies to plans where all ammuities purchased vest immediately
in the participant. Deferred full vesting means that all annuities
purchased for the participant vest when he has satisfied the con-
ditions provided in the plan. .Graded vesting provides that a stated
percentage of annuities purchased will vest in the employee when
certain conditions have been met and thils percentage of annuities
vestiug will be increased to the full amount as additional con-
ditions are met. For example, the participant may become entitled
to 25% of the annuities purchased by the company's contributions
after 5 years' service and to 5% additional for sach additional
year of service, graduating to complete vesting after 20 years of
service, .

The total number of plans with some form of vesting of
employer's contributions is 349, or 93%. This is about the same
percentage as was found in group annuities written in the period

1939-42.

Tabls B in the Appendix shows in detail the conditions for
vesting, except for 26 plans with alternative reguirements for
vesting. Examples of alternative vesting appear at the end of
the table. Most of the alternative vesting provisions are unique
and, therefore, do not lend themselves to tabulation except on
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an individual basis. Alternative plans were, therefore disregarded
in considering the plans with service, participation, age, or com-
binations of the three conditions, and in selecting "most usual®
provisions; however, their various requirements do not appear any
more or less liberal than those of the other plans. It might be
mentioned that 3 plans which have other provisions for vesting

also provide, under certain conditions, for vesting upon disability.
Where the provisions for vesting were different for past and future

service (this was true of 9 plans), the future service provisions
only were considered.

The most usual requirement for vestirng is years of service
(Table 16). Service alone is required in 88 plans, or about 24%,
and service, combined with either participation in the plan, or
age, or both, is required in 128 additional plans, or 34% of the
total. Service was the most popular requirement for vesting in
plans previously studied, but there are no exactly comparable
figures. The table below gives years of service requirements for
all plans with such requirement. The minimum requirement for
vesting to begin was tabulated in the case of graded vesting.

Years of Deferred full Deferred graded Total
Service vesting plans vesting plans Plans
5 15 15 30
10 61 22 ' 83
15 58 2 60
20 0 - 30
Other _8 _5 23

172 | - 216

Deferred graded vesting commonly begins at 10 years, with full
vesting at 20 years, but almost as many begin at 5 years, becom-
ing full at 20 years.

Participation alone (i.e., contributions in contributory
plans or membership in noncontributory plans) is a condition for
vesting in 75 of the plans (20%), and participation is a condi-
tion either alone or in combination in 140 plans (37%). Five
years of participation is the most usual provision in deferred
full vesting; where graded vesting is provided, 5 years is also
the most usual minimum requirement, with complete vesting in
20 years. Both provisions wece typical of plans previously
amlyzedo

Age alone is a condition of vesting in only 7 of the plans
(%) but a total of 128 (34%) have an age requirement. The
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Table 16,=-~Plans classified by type of vesting requirement

Rogutrenent ot | Baroemtnee | bore uma proviesons/
Service only............. 8e 24% 10 yeers' service
Participation only,...... 75 , 20 5 years! participation
Ag8 ONl¥eerrrrnencannnnns 7 2 Age 55
Age end service,,,....... 83 22 Age 40 and 10 years!

service
Age and participation,... 20 6 Age 45 and 5 years!

' participation

Participation and service ‘ 27 7 ' 5 years! partictpation!

. 10 years! service

Age, service, and parti- ,
clpation....voevncvenee 18 5 Age 55, 20 years' service,

5 years! participation

Alternative requirements,. 26 7 Age 55 or 20 years?
service
Immediate full vesting,.. 5 ) 1 All participants
No vestingeeeieeecnnsnnae 27 4 _---_---;_-. ------------
Total,......;. 376 100
Number % of total

Total plans with service requirement, alone
OI' 1n Combination..--.i.-c--.-......-..g.. 216 57%

Total plans with participation requirement, ,
alone or in combinatlon,....eceeveieeennne v 140 ~ 12

Total plans with age requirement, alone or
in combination,.............. 128 34
i

g/ Years of service includes both years of participation and years of service
performed before participation,
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following table shows minimum age requirements; where vesting
is graduated with age the minimum age only is tabulated:

Minimuvagg Number of Plans Percentage Distribution
35 2 2%
40 25 20
45 _ 39 30
50 8 22
55 31 24
60 3 2
Total 128 100

Combinations of age and service continue to be popular as
conditions for vesting, and the most typical requirement, age
40 with 10 years' service, is the same as in earlier studies.
However, when age and service conditions are tabulated without
reference as to how they are combined (see above tabulation),
ages 45, 50, and 55 are all more common than age 40. The most
comon combination of participation and age is 5 years! partici-
pation, age 45.

The amount of pension vested in employees with vesting
rights is as follows:

Number of Percentage
Amount Vested Plans Distribution
All annuities purchased ......... 256  ccecesees  T3.3%
Varying percentage of annuities
purchased, depending on length
of service, participation, age, 2/
@LC. esesccaccvcrarerasssnssennse 817 sieneceee 23,2

Future service annuities only ... 10 c.eeieees 2.9
50% of future service annuities,

all past service annuities pur-

ChaSed ececesvsvssessssasncccssns 1 3
90% of annuities purchased ...... 1 . .3

Total with vesting.. 349 cieeseees 100.0

a/ This consists of 72 graded vesting plans (1 graded vesting
plan vests as to future service only and appears in the
next item) and 9 plans which have different conditions-for
vesting of future and past service.
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In connection with the above table it should be emphasized
that in addition to the vested benefits provided by the employer's
contributions the anmities purchased by the employee's own cone
tribvutions remain to his credit at all times unless he elecis a
cash withdrawal benefit., Employees terminating with deferred
annuity rights may, subject to certain conditions, elect to receive
the benefits at an earlier optional retirement date on an actuari-
ally reduced basis,

Puture service annuities are usually purchased currently,
but the vurchase of total past service credited for all employees
under the vlan is usually spread over 10 years or longer. The
Treasury regulations (simply stated) allow the employer only 10%
of the cost of past service annuities as a yearly deduction for
income tax purnoses; hence the employer frequently contributes only
said 10% per year, Employers genserally prefer to buy past service
for older employees first, If past service benefits have not been
entirely purchased, some plans provide that terminating employees
who have met vesting requirements be continued in the program of
past service benefit purchase,

A more comprehensive analysis of vesting has been made in
this study than in those previously made in this Office, but there
are some comparable data available, In the present study a slightly
larger percentage of plans with vesting appears than in studies
dealing with plans underwritten from July 1939-Juiy 1942 (93% as
against 92%). In thie study immediate full vesting of all annui-
ties purchased is present in only 1% of the plans, but was found
to be present in 5% of plans underwritten between July 1941 and
July 1942, Graded vesting was provided in about 23% of the 376
plans, whereas a former study (July 1939-July 1942) showed about
215 of the plans with graded vesting. It is sometimes asserted that
while vesting is becoming more common, the conditions for vesting
are being made more restrictive, With the exception of immediate
vesting, which is less frequent in the 376 plans than in plans pre-
viously studlied, no significant change toward more restrictions on
vesting 1s apparent in this group of plans,
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X, INTEGRATION WITH RETIREMENT BENEFITS
UNDER SOCIAL SECURITY
(Old-Age end Survivors Insurance)

The benefits under all plans of this study supplement
those under the Federal old~age and survivors insurance program.
As previously noted, many of the benefit formulas take into con-—
sideration the benefit formula of the Federal program. The
formula under this program is based upon the first $3000 of
annual earnings, with that portion of the benefits based on the
first $600 being relatively 4 times as large as on the next $2400
of annual earnings. Thus, the formula is weighted in favor of
employees with low incomes. In the early years of the Federal
social security program, which was énacted in 1935, the group
anmuity formula frequently provided for relatively large benefits
from which the benefits from the Federal program were to be deducted
to arrive at the net payment from the group annuity. Usually no
distinction as betwsen eamings appeared in the group annuity
formula and, therefore, the total benefit from both programs,
expressed as a percentage of earnings, did not vary by earnings.
The non-uniform benefit formulas currently used in many group
anmnuity plans have as their aim a total benefit which varies
less by earnings classes than does the benefit under OASI.

Whether or not private retirement plans meet the legal
requirements for permitting deduction of employer contributions
for income tax purposes is determined by the Treasury Department.
In general, one of the major requirements is that a plan must not
give relatively higher total benefits (including old-age benefits
under Federal old-age and survivors insurance) to higher-paid
employees than to lower-paid employees, The Department has issued
rules which naturally have influenced somewhat the selection of
integrating benefit formulas. However, similar integrating formulas
had been widely adopted before Treasury Department determination
was required.

Table 17 gives data on coordination of the 376 group amuity
plans with social seeurity. The analysis is based on future service
benefit formulas except for the money purchase plans where the
contribution formula is used.* About 17% of the plans do not have
any provisions for direct coordination with OASI, although it is
probable that some, and perhaps most, of these plans would have
had larger benefits if it were not for soclal security benefits.,

# In money purchase plans the employerts contribution bears a
fixed relation to the employee's contribution; therefore it is
not incorrect to assume that if the employee contributions are
coordinated with OAST that benefits will also be coordinated

in the same way.
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Table 17.--Plans classified by methods of integration with
0ld-age and survivors insurance

(Puture service benefits) Mumber

1, Pormla changes at $3000 of earnings onlyeeescecssccss 196
2, Yormula changes below and at $3000 earning®.ceccescese 3

3, Formula changes below $3000 earnings onl¥..escceescces 2
4, Formula OmitQ first $3000 earnlngs.................... 3 b
5. Formula omits first $600 of earnings, changes at
$m..0‘0'...................ﬁ‘..'...l0.....0....0. 12
6. TFormula omits first 3600 of earnings and does not
change at $30mt.0.000'0000oo'Co.-coo.oo.oooo.o...... 5
7. FYormula omits first $1200 of earnings, changes at
$30m..'.....'CO.....O0.‘O.’.O.l...l...l.‘......l... 3
8. Miscellaneousﬁtll........'...I....l‘....?..i.l..-..‘.. 3
9. Total plens with non=uniform formila.ceccecs 283
10, Mature service formula makees no direct
allowance for OASI'oooocoooo-.-ooooo..ooo g2
11. Benefits are reduced by the amount of
OASI benefits."‘.'............0...'..... lg

TOtal.....'............I..I.. 376

(Past and future service benefits) Number

12, Benefits are reduced by OASI benefits, or the latter
are considered in maximum or minimum benefit compu-
tations (these also appear in lines 9 and 11 above) 7

13, Social security adjustment ovtion (29 of these appear
in line 10 above, the remainder in 1ine 9)..ececeee 161

8/ The change below $3000 is made at $600 of earnings in 2 cases,
$1200 in 14, $1800 in 12, $2400 in 1, and irregular vointe in
3 cases, ;

b/ One plan sterts at $1800 for women. )

¢/ Benefits based on first $3000 of annual earnings only,



As shown in Table 17, the most frequently usec form of
integration provides relatively larger benefits on earnings in
excess of $3000--found in 243, or 64%, of the plans. In addi-
tion, 32 plans omit all earnings below $3000 from benefit calcu-
lations, except that one plan starts at $1800 for women. In 17
plans, the first $600 of earnings per year is omitted in recogni-
tion of higher benefits from social security on the first $600
of earnings (5 of these have a uniform benefit rate with no
change at $3000 of earnings) and 3 other plans omit the first
$1200 of earnings. In 35 plans of the total (from lines 2, 7,
and 8 of Table 17) the benefit rate increases after $1200, or
some other portion, of yearly earnings below $3000.

The above analysis is for future service. Past service
“benefit formmulas are more uniform. Only 71 plans, or 22%, give
relatively larger benefits on amounts above §$3000 of earnings.

In addition, 30 plans omit earnings below $3000 and 20 plans

omit earnings below $600 per year for past service benefit cal-
culations. Only 1 formula changes to a higher benefit rate below
$3000 only. The remaining 254 plans either have no direct coordi-
nation of their past service benefits with the OASI benefit formula,
or do not give benefits for past service,

Another form of integration provides for offsetting the
amount of social security benefits against the annuities purchased
under the plan. Only 1 plan of the 376 had such a provision, and
this provides benefits based upon the first $3000 only; under 6
others social security benefits are taken into account in the
maximum or minimum benefit provisions.

One form of coordinating the incidence of benefits is called
in many of the descriptive booklets, "Soclal Security Adjustment
Option." This form of integration appears in 161 plans (43%).

It provides that, in case of retirement before age 65, benefits
may be adjusted so that the employee will receive approximately

a level retirement income (including estimated OASI primary bene~
fit payable after age 65) throughout retirement. This adjustment
does not increase the cost of benefits, since the normal and the
adjusted annuities are of equal actuarial value. Normally, all
payments of annuities under the plan would be in equal amounts,
but with the social security adjustment option they will be larger
before age 65 than afterward. Three plans provide a temporary
supplemental annuity approximately equal to OASI benefits for
women from age 60, their normal retirement age under the plan,

to age 65. Two plans out of 190 underwritten from July 1940 to
July 1941 provided a similar supplemental annuity.

There seems to have been a trend away from specific integra-

tion of benefits of private plans with those of old-age and sur-
vivors insurance. In each of our previous studies less than 5%
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of the plans covering employees also covered under old-age and
survivors insurance had no integrating features, as contrasted
with about 17% in this study. There has been an even greater
decline in the more significant forms of integration--that is,
offsetting for social seczurity benefits anc paying lurger bene-—
fits on earnings over $3000. In previous studies, plans with
the social security adjustment option for early retirement did
not account for as large a percentage of the total as in this
study., If this option is omitted from consideration, being a
different type of meshing, about 24% of the plans provide for

no direct integration in the future service btenefit formula.

Off setting provisions seem almost at the vanishing point with
only 1 "full offset" plan out of the 376. More plans have a
uniform benefit formula (below and above $3000 of earnings)

than in any of our earlier studies of plans underwritten since
1935. As previously mentioned, the social security benefits

may have influenced the choice of a lower rste of benefit, even
under uniform benefit plans. There has been u sharp drop in the
percentage of new plans which cover employees earning over #3000
only. About 13% of plans underwritten in 1939-42 covered enplovces
earning over $3000 only; in the present study only 8% were of this

type.



XI. SUMMARY OF OUTSTANDING TRENLS

The'f?llowing table indicates some comparisons of the
group annuities of this study with those of a previous study:

1939-42 This
Study Study
Nonconbribubory coveeessresseeerecencessosennens 5% 4L2%
MONey PUTCHESE +.ueseeeesvsonnosasenenssnnnsosan 33 11
Covering only those earning %3000 or more per
FOUT 4 eeiesoeessossonsoasossesnnoasessosnssonnans 13 8
31ligibility requirement of more than 1 year of
SEYVICE tvessosresessecsncesssrnnansonnonsncncas 18 62
Eligibility requirement of age 30 or above ..... 36 - 27
Eligibility requirement of age 35 or above ..... 13 8
Normal retirement age of 65 fOr MEN evecevcencns 98 97
Sex differential in normal retirement age ...... 13 15
Provision for maximum benefit® .....e.veveeeens 38 L4
Provision for vesting .eecesececvenessecascenses 92 93
No integration of future service bvenefits with
OASI (other than adjusted option only).....e... 5 24

a/Either through limitation of total annuity or of earnings used in
benefit computation.

4s to employee contributions, the most popular formula in pre-
vious studies was the same as in this study--2% on the first $3000
and 4% on earnings in excess of $3000. For the plans as a whole
there was, in the earlier period, relatively a greater differential
between the contribution rate on the first $3000 and the rate on the
excess.

The future service benefit as related to employees' contribu-
tions under definite benefit contributory plans indicates more liber-
ality in the plans of the present study. Where there is a unifom
relationship, the average number of years of retirement benefits
reguired for a full return of employee contribution is slightly over
2.5 years; the corresponding figure for an earlier period was 2.8
years. Under the contributory money purchase plans of the present
study the average ratio of employer's contribution for future service
to employee's contribution is higher than that shown in previous
studies. A4 higher rate from employer than employee is called for
in 62% of such plans, as compared with 16% of those written in the

earlier period.

Formerly, more plans provided that benefits would be limited
or reduced on account of social security payments to which .a
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participant would be entitled. Of 190 plans underwritten July
1940-June 1941, 5% (9 plans) had an offsetting provision of scme
kind, whereas in the present study less than 2% (7 plans) have
such a feature, and only 1 plan calls for a full offset. The
social security adjustment option, which has the effect in case of
retirement before age 65 of providing approximately level benefits
(including the primary social security benefit) is mentioned in

43% of the booklets. Previous to 1942, few plans provided this
option. .
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Table A,~~Unit of annuity expressed as'percent of earnings per year of
credited service (%1l plans)
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Table A,~-Unit of annuity expreesed as percent of earnings per year of
credited service (31l plans)--continued

Future

service

Past service

First $7,000

Excess

First $3,000

Excess

Number
of plans

L AR N B BN BN NN S

-
.
.
.
.
L]
L]
.
.
.
.

(IFENNEN RN S NY )
..0.0...'..
SOosevsecosnn
sersesevsey
®® 20 600 0o
Sessscesese
.000..’-0-0
[ E RN RN NN NN ]
L R N N R N

[N A N NN

= b e e e e e

00-.0--..--

sesreveoe

b/
t/:::::::::

e ssess e

10.'.'0!0'00

15/1600..0ns
7/8coo-'.--¢
5/6.nuoocooo
Y - T
4/50000innee
Y S
4

. 2K B I  Y B
/ ces e OSIREPE
LI B NE R A

eBeves e

P8 e s 000
Sos v en e

4

4

4
[%0evennnn.

4

4

4

LR N A N BN 2% AN

LA I )

/ [ EEEERNE Y]
I RN RN N NN

4.,
4,
4
4.....'0'.
4
4
4

LA R RN NN ]

3/42 ...,

3
3
2
3
z
s
3
3l
2
e,
Q
'/
af
3
3
3
3
e d
3/400-00--..
2/3 ‘

§7 ooooo )

e ess e
Soeessoeoe
s sesvae
AN ERNNE ]

LA RN R NN ]

LR RN N
Bes0000h
[ E RN N RN N

#9000 0

1l/2
1/2
1l/2
1/2
1/2
1/2000-0000
1/2
1/2
1/2
1/2
1/2

VERNN
e s e v sy

SRS ROCOIETEDT IR

e e e e e e e e e

S BB ROP RS

/8'!-0---0

[Beveerennns
6.......0
[5evenn...
2...'.-..
4..‘.0!..
[4euue....
2.......0
20...'...
/20.l.'lio
2..!..'..
/20-100--.
2'0.--..-
2
2.
2
2

L LR BN N

LR U )

1
8
1
3
1
3
3
1
1/
1
1
1
1
1
1
1
1

/
/

1/4o.oon-'.

L E RN N NN N NN J

LA A B I O

s I

LA N XN N N NN ]

O3 5 U bt bl et hed et et fad fed el e b e e e e e e e G e
.~

4
4......0...
4

(AR RN XN NN ]

-

l 1/200000000

1/
/

3/431--05000
3J4o.oo-oo-c
3/4:.0-.....

;3/7000|00000

2/3..ll.i'..
2/3'co-c-ooo

1 20-.....0.
1/200-00-000
1/2

[ E N NENNEN]

1_/.5.0‘.00'

0-..0-0-0;-

1/457.::::::

LG R

!,/4.‘.-b‘0l-l

LI B I A NI
ssesnssee
B vEeEPUELLDS

AL B U O

4
8

6

2

2
Geeeverves
- SO
4.'..'0-!.
[4eeunnans
Qececerena
<
/32l ......
/

LI IR A N N N ]

dessossss

=
3
5
b
i
1l
3
e
1,
7
3
o
2
2
1/2

l/2
1/2.0ccennns
4

1/e

YT

LA KRR BN RN

3

3/4

1 2 seevsens
3/4 deosesove
1/2 seansasenve
/5.-vt--co.

|-

*SosBses O

11/8,00ennnns
17."...'0.!"!
3 4'00.0...0'..
5/7..1010 s om0

1...'.....0-:.0
2 ‘C.ll-o-u.'ol
1/.0.0...---...
3 4-.--.-0-0'.'
1/2....'0000000
/4

saB OIS ADISILITBTDLIESE

1 1/30.-..--.--

1.0.-..-0.-0-.0

.asoto-oo-ocnot

e

B dereecannaans
5/Beeeencercens
11/60encncnens
5 .
Y2,
11/2eeennnees
1 1/L'-o-t--o-o
)
1 1/2..........
1-.0..00I..'l.|
. I S,

s 000G RPOERELINOSERIEITTYS

1/4.. ----------
1/2...I.Illi‘..
3/40.'---. -----
3/400'u-.-oo-o-

1...--.0.0-0--.
3 40.0-0.---0..
1 2..0.--...0-.

—
rmup—

1.."..‘..."‘.

; o
ﬁl?g%oowr-wwr;wwmmmwmwwwwwwwu
T e ~ .

i

RN N VR R SR TR .

See footnotes at end of teble,

- 5] -

(Continued)



Table A,~-Unit of annuity expressed as percent of earnings per year of
credited service (31l plans)=-Continued

Future service

Past service

Number
: of plans

First $3,000 Ixcess First $3,000 Excess
2/3%l.'l00000 1 l/%..oo-o 2/3%..-0.0-0 1 1/3%0003000 1
2 Bererieceee | Leveeverneee | 2/Beiienenn. 2 Beerennanns 1
=]k SR -7 F. S HF- £ -3 £ F 1
1/5.. RPUUURE B N ¥ - T .1 |- PO LY £ T 1
onekl 1 /s | 916mnnnnn, L 1
1/2005000'.lt 1 1 20.-...- | m— mm—— 1
1/200-0-to--o 1 [E RN NN NN RN 1/20000‘0-0. 10.0--.-.-... 2
1/2 L N K O N l [ R I X NN N N 1/2 E N O N ) 1 2.'.....'.' 3
/231 asa L R 4f5unnnininns 1
1/2..l'.I...l 1 2'....0... 1/4.'l.'.l'. 'g 4........'. 1
12ueeeenees | Y24eneeenee | Y2uairuon.n 1/2eeiennnnn. 3
12...-....0- 12 savessnse ——— — 2
— EE Y RO Y S 11/200uenn.. 1
— 11/2....... — ] 'V 1%/
— 11/2 + $24, -— 1/2 + $12.... 1
- 11/2,...0.. | = 7 [ I 2
— 1 2 sta.-oon ——— “emeeOsOeNREOSLE w/
‘-l/ laso-ouaoo - 540--.-.0..- 2
——— 1 1/4u-oooc- TR 3/4o¢-o--oo-- 2
— 11/4....... -— — 1
——— 1'ooo.n---.o The— 10.0-..---.-: 1
- loouuoo.onco —— 3/4..-n--oo-c 4

_/ Offset of primary social security benefit, but minimum exclusive thereof

$120 annually,
b/ First $600 disregarded in 1 plan,
¢/ 1% percent to $1500; 1} percent, $1500 to $2500; in excess 1 percent,

4/ $9 on first $1200 or less,
®/ $12 for future service on first $1695 or less in 1 plan,
[ % percent to $600 in 1 plem,

/g percent on first $600,
/ 1 percent to $4000; 3 percent above,

o |

EL

ol =

1/ 1% percent for women in 1 plan,
3/ $12 on first $1800 or less; 1 percent $1800 to $2000,

k/ 14 percent on $1200 to $zooo

__/ First $600 of earnings disregarded in 4 plans; $6 for future service
first 31200 or less in 1 plan, .
m/ $7,50 for future service benefits first $1350 or less——sll benefits reduced

by 4 percent,

n/ First $600 disregarded for future and pest service in 1 plan; for future
service only, 1 plan,
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Table A.--Unitv of annuity expressed as percent of earnings per year of
credited service (311 plans)--Continued

of Miret $600 disregarded in all plans,

p_/ 1 percent on $1200 to $2000 for future end past service in 2 plans and

on $1200 to $3000 for future service in 2 additional plans,

_q/ 1 percent on $1200 to $2000 for future service in 1 plan and on $1800

to $3000 in 2 plans,

r/ First $600 of earnings disregarded for past and future service in 1 plan
and for past service in another; 1 percent for future service $1200 to
$3000 in 2 plans,

/ 1 percent on $1200 to $%000 in 1 plen,

/ % percent on $1200 to $3000,

/ 4/% percent sbove $1500,

1 plan provides an additional $10,80 annually per year of future service

and 35,40 per year of past service,

| First $3600 disregarded (railroad employees).

/ 1 plan covers women earning $1800 or more, with minimum annual benefit
$8,40 per year of service,

S ferloo

k

Int =
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Table B,-~Vesting provisions
Complete vesting

Plane with deferred complete vésting conditioned on--—

I, Service oaly:

II, Participation only:

Years | Plans ?Years Plans
O teesevsescasenaies 1 3 et et e e, .o 2
et oereorenonnsacnscanoncnscne 1 43,... teet e nne e iaeesananne . 2
> creerareectvnnne 9 T Ceeeas Cee e 19
e ettt e e eaaaa - 1 (o T .o laf 1z
OO PRS B I- S £ RSO RPPRN 7
158, e, et iesaeneas 14 120, . i innnnnes Ceme e . 2
.y J e 10

Total plens,............ .. [ &z | Total Plans, . vee.eoeseesne | 4l

&/ 1 on these vests 50% of the future service anmity and past service already pur—

chased--never becomes complete,
= =

" III, Age and service:

1V, Age and participationi

Service in years Vﬁn Participation in years
-+ Total — . e ey Total
s 5 1 10 {16 12085 | °°° i age |5 120 {15 1" ot
Plansg H Plans '
35' .o 1 - - - - l 40. (X - 1 - ‘ - ——— 1
o0 o—— 12 1 —— - 13 I45... 4 2 2 - - 8
%.nc 3 ‘ 8 9 1 - 21 I50,,, 1 I 2 - ——— —— ,"
50,.. - !V7 5&1 2 |- 20 55...1 1 2 Y - -y e 2
86... - e 7 6 1 15 ' ‘ i
60puaf == | ==f - |1l 1
Tot 4 29 | 28 | 9] L | 71 JTotal] 6 | 7 2 - | — | 15

8/ 1 of these stipulates 5 years

earlier for women,

%m

V., Service and participation: VI, Service, participation, and age:
Service | Participation Plens |_Service | Participation | Age Plens
Years Years
| “n
7 5 1 10 5 40 3
10 2 1l 10 5 45 1l
10 5 3 10 | 5 50 2
11 5 1 10 5 515] 1
15 b 12 I 10 5 60 1
20 | 5 5 1 15 5 40 1
20 T 10 2 i 15 5 l 45 2
) ¢ 15 10 40 1
t ‘ 20 5 ‘ 55 4
| | i. 25 5 | 85 1
Total PlanS.eeeeeeeveonsas 20 L Total planS,.e.e...... cees 17
VIiI, Aze only: '
age 553/ . L. Ce et teaesecterieireane e, e Ceeeenenes. ..L"m"‘a%g"‘
Within 5 years of retirement................................... .......... . 1
Total plans S csoesessseseeg s e ace s . )

2/ 1 of these stipulates age 50 for women,
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Table B,~-fontinued
Graded vesting

Plans with graded vesting conditioned on--

I

I, Service only: y _ q II. Participation only:

i
Vesting [Vesting begins with service of-- Vesting‘];esting begine with service of--
complet= Ayears) complet~ (years) __.__
ed in-- 21 5[6 |81 10| 15 [Fotal !! ed in=- ! 3| 510 | | | Total
(years) | Plang (years) | _ _____ . Plans ~
0,,,...0 1|1} 4a]l-1-1 -} =16 10,.....] Mai-l-T-]-1 4
1,000 | == =1=21} =] =1 | 1s.....p -l2t 3 -]~ | s
15,0.0.. i =i=l=j1]-1 2] -1 3 20...... -9 el -t-t- 1
20 iieee ] ==t 7)==} 9 - |16 25uurea. | =21 4] =} =1=- 1 6
2500iie. | =i=f2i=}=1 ~taf1y 2 -1 R S B B A i 1
B0evense bomimt mig= 4=} = -1 2 3uieeene bl =t =1 L} =1 =} = i 1
Total,.. | 111{13|1 11117 1121 | Total,.,| 117 10{ -1 1= Las

o Vest 90% of future service end all past service already purchased,

e - s

—— - a— . e Mo p— - U 5 W S

11X, Combinations of age or service or participation:

Begins age 40, 10 vears® service, complete at 15 years! service,,,..........s
Beging age 45, 5 years! service, complete at 20 years! service,....cecveereces
Begine age 45, 5 years! participation, complete at 10 years'® participation.,.
Beging age 50, 5 years! service, complete at 15 years! service,.....cceeesess
Begins age 35, 10 years' service, complete age 45, 20 years! service,,.......
Begins age 40, 10 years' service, complete age 50, 20 years! service,,.......
Begins age 40, 10 years! service, complete age 55, 15 years! service.........
Begins age 45, 10 years' service, complete age 50, 15 years! service,........
Any age, 20 years' service vests 50%; couplete at age 50 men, 45 women with

15years' Sernce’."..'.'l'.l.t...."‘l. ...... [ 20 B BN BN X BN K B O BRI Rl « e 8 2 He e
Begins 5 years' participation, 15 years' service, age 50; complete 10 yearst,
rarticipation, 20 years! service, age 85, .. ... . ciiiiiiiiiiiinciiiiiiagiennn

Begins § years' participation, 5 years' service, complete 25 years' service..
Begins 5 years! participation, 10 years! servicg complete 9 years'! partici-
pation’ 17 years' Service.--.o.-o‘--o---t-' -------- R R I N A A AR B B R BRI

Pobal PLlalS .. i teeenreeerneneonnsoosssosensssesssocsonnsonnns eecerensee

RV VNS Wy

pd

o

Plans
p£1ans

1z
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Table B,—Continued
Miscellaneoue (both complete and graded vesting)

I, Plans which vest as to future service benefits only:

Plans
10 years! perticipation under age 46, 5 years! participation above age 45,,.1 = 2
10 years! Bervice.....cceevvunnrcnnneerennns P I Ceisseans 1
B years? service, 888 40. vt eeecerercnrnnanainoens R 1
10 years! service, 886 4B.u..cuiesscrrereserertntoncentaceisatssansancneanns 1
5 years! service, ag8 BD,..s.veeitirtecrraranicctociocstrtenaceesernecacanas 1
5 years! participation, a8 45.....ecuerireererarresoacsosssancccsssascocnss 3
Begins 10 years'! service, complete 35 years! 8ervice.....eeceeveresesescecas 1
Total Pland.....veneee.n. Ce sttt Ceeriereaine 10
===============‘—'—‘—"".‘———=============================2=========_—.—.:’A”'?====

II, Plans with different conditions for vesting of future and past service benefits:

Future service; Past service:

5 years? participation,.....ecveeeveessva )10 years? participation.,.oee.e..
5 years! participation, age 55 men (50 10 years' participation, age 55
WOMOD. s sevueuorronasnnsaosncosrsanacaneel N (50 WOLEN),0uvvroevaenesse
5 years! participation,...ceseiesescescess20 y02rs! SErvice,.v..ivevcnccnss
10 years! service,.....cvceeenssesessssss e 55 and 10 years' service,,.,.,
AgE BB.ueucuriasereniassaraiisncsanansess jhge 55 and graded from 10% at
10 years! service to 100% at
30 years' Service....ceevevene
5 years! participation.....c.eevevevirene. )b years? participation, 156 years!?
gservice and age 46 or 5 years!
participation, 10 years!
service and age S55.cccecencses
Age 40-44 vests 1/33 45-49, 2/3; 50 and
overg 100%-o-t-oo;-co-c-n---o.-.--c-aoa Age 55...-0.-....o--nnu---uc-oo.-

TOta‘l plana...IlOOOODO'oooo.ooouoootou-‘o-c.ooocq-n-ooc--no-co

Plans
2

I1II, Plans with alternative conditions for wvesting:

Examples: (not feasible to classify)
(1) Age 50 or 10 years! service,
(2) Age 55 and 25 years! service or age 60,
() Age 40, 10 years! service or 1b years service, eny age
(4) 5 years' participation, 20 years! service or 5 years! participation,
age 50 or age 55 in case of disability,
Total Plans, .vceeeercoscecascossssssssssasssscvosasascsasncoss

Plans
Mol

26

- 56 =



