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OHAPTER I

LHERODUCTION

Before 1869 only a few Iinformal mubtual benefit plans

 protected the American teashers, while today every stete in
the union has sn orgenlzed formal type of retivement system.
Buring the ilntervening years countless changes have taken

 plaece wnich have developed into the broad modern program of

tescher wollare and rvetirvewenbs

As setlong of bygone days blend Into the present,
guestbions such a8 these umight ¢ome to mind regarding bthe rew
tipement benefits of Californla teachers., Whai were thelr
origin and how 414 they develop and grow? Who were the
people, the orgenizstions, end the forees regponsible for

thelr direction and growth? 'ﬁmw mach do the state snd the

- Individual eontribubte to the sysbem? Whet are the benefits

to the teacher for serviee op ﬂiaabiliﬁy?
This study is an atbempt o answer questions such as
these mbout the publis school teaschers' retlirement aystem in

Callfornia from its orlgln untll 106%.
L THE PROBLEM

This thesis dealﬁ largely with the history of beacher

retirement in Callfornia. It covers the paried from the




close of the Clvil War to June 30, 1967. JSome background
data were developed in the early American history of teacher
retirvement in order to understand better ﬁhﬁ early conditions
15 galifornia,

. The ultimate objective of the study is to show thet
Celifornls laws ag they exist today are the raauit& of conw .
timuéué setion for ifmprovement of teschers! retiroment. 'This
' haa;ha@n_ﬁans by reviewing seversl arems of rebirement his=-
torys These are wmeinly the eva of mutuel ald socletles,
sarly retirement l@giﬂl&%ign‘in the Unlted States, early
Gaiifarnia-his%ary-ﬁf teacher roticvement, the progreas of -
California tescher rebirement leglaslation from 1885 through
the leglelative actlon of 1967, and the attitudes and notions
of governors, leglslators, prolessionsl orgunizations, and
_inﬁiﬁiﬁuals 28 they influ&need the chenges in reilrament

practioes.
II. IMPORTANCE OF THIS INVESTIGATION

Such 2 study hes several values. ?irat; pome of the

' infdrmatien is beeoming ﬁisplaaeﬂ on 1ast; 1.4 tima‘partiaik
pants pass away amé thelr firstehand Information 1s EONG .
Certaln records have baeﬁ-éesﬁr&ymﬂ by_peapia who did not
 reslize thelr values, while others hsve been dastroyed bhew

gause thelr need no longer exlsta for ataauﬁery purposes, In




3
sama ¢&sea records have slresady become luwpossible to locate.
Thug, of value is the recording of historical events before
they are completely lost,

fnother value is in heving s slagle source to which
reference may be medes As 1t is now, In order to loosie cerw

tain informabion sbout the Califomia Tesghers'! Retirement

- System, one wight have bto refer Uo many souress. To many

~such a task is discouraging and ia neadless 1f some indlvi=

ﬁaal collects the infmrmatinn end meskes L1t avmiiabla for alle.

54111 enother wvalue ig vo understand the rast and to
veallze thet California's rotivement benefits us they exist

today are the produets of yesterdeys. Such progress was evo-

Jutlonary and each sbep of the way wes Introduced by changes

in the soelal and eeonomie patierns of the country. To appro-

clate the steps of such progress one must exswine the past,
Tedls studys therefore, is justified on the basis of

three fsotorzi firat, the preservation end collsctlon of

historical éaﬁa, gecondly, the compilation of these date into

- one source, snd flnally, the presentstlon of the past lor the

full reslizabion of the present.
IITe SOURCES OF MATRRIALS

On mecount of the nature of the subjleet, sources of
materials were widely scattered. Leo J. Reynoldd, Hxeecublve

Gfficer of the Califowmin Teschers? Hetlrewment System, and




o

Louise Beyer Gridley, Executive Secretary, Bey Seetion, Calle
fornlas Teachers Assocletlon, permitted the wrlitter complete
aacéﬁs %o the history of their respeetlive organizations. These
included winutes of various retirement aammitteas_af'b@ﬁh the

State of Californis and the California Teachers Assooiablon.

| B@th_ﬁﬁﬁ? Gpldley snd ﬁrgsﬁeynalﬁm were most ﬁalpfml in paraonal

interviews and able to offer names of people and pleces as
sources of additional meterial,

The Stanlsleus {ounty Law Library offered access to

 the Statutes and Amendments to the Codes frow 1895 to the

present,

Various loglslative bllls, both those thed péaseé and
those that falled; were setured from the Californis State

- Livrary in Sacprsmento.

Records of the loeal retirement syptems were obitained

from the office of thas Gounby Superinitendent of Sehools in

. Alawmeds County, San Franciseco talfled Sekool Disirlct Library,

and gertain sborage avees of the Celifornle Teschers! Retirew
ment Syslen.

The MoBenyy Library in Stanisleus County sided in go-
suring some general worke on retivement, life insursnce dats,
and pensions. ‘

" ¥Mrs. Gridley provided the use of her private library
which includsd books and pemphlieta that sre oub of print, anﬁ‘
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in some cases, the exlstenss of &uglimaﬁa‘gaﬁies aﬁé UNKENoOw.

Numeroug persomel contacts wers msde with leaders in
the retirement field both past and présent. An interview
with Nallié Sullivan, a forcwer San Fﬁénﬁisaa teacher, re«
V@aledlt&é continued activibty of the %gﬁ %paﬁaiaéa-Taaeharsﬁ
Hatual Ald Soslety.. This Informatlion was glven o the 3an
Francisco Unified School System which hed no recorded knowls

edge of the organizetlon.

To these people and srganizatigns and partianla?ly to
rs. Gridley and Mpr. Rmynalaa, a debd of gravitude is hersby
eaoknowledged. Thelr willingness to offer inforwstion has
alded greatly in the writing of this thesise

IV, CROANIAATION OF STUDY

! B o This 3tﬁ&y is divided into nine sections. The first

¢hapter introduces and explaing the prahlamg 14s limlbations,

| o the need for ﬁhé study, sources of Informablon, and organiza«, . o

| tiﬂn_éf the materiald, | _ |

Chapter I presents bteckground waterial of early teacher

If : retivement practices in the United States, It discmaéﬁa wmabual

2id societles, sick benefit assoelations, old age and disabil-
ivy aaamaiat&éﬁs, and the emriy retivement 1agialatiana This

chapter covers & p@rioﬁ that extends from 1869 to the close of

the nineﬁaenth senturye.




&

Chepter ILI ineludes those phases of Qalifé?niaﬁs
-hiékary in tencher retirewment that were not incvrporated une
der a mandabory atate plan. The first wes the Mutuel Ald
Boclety of San Frenciseo followed by three losal retirement
gystems that were pémmisﬁi?ﬁ under the ﬁmg%liﬁg‘a@t of 1896,

~ 'the next four chepters polnt out the developmwent of &
_.Pﬁtivémant gysbem in Califownla. Here is magtiéﬁa& the Sy8e
tem'e begluning in 1§13 wleh the @rgamiéatimn of a flat penw
'_Bian fund. A coniroversy is then ﬂﬁﬂ&rihﬁ& e?@r;éh&n&ing
the system to an annuity plan., These diseussions lasted fov
the next ﬁwanﬁﬁ»ﬁwa yﬁarg and led to the addlition of an snnu-
ity savings plan in 1988, which was Pineneed entirely by the

 temchers. The sontroversy wes continued for another nine

- years snd resulted In the lawe of 1944 thut ohenged the system

to & pertial ennuity sysbtom. The next eleven years were de
voted to luproving the plan. However, there wasz siways an
uﬁéeglying current that the sysitem should be based-%n%i?aly on
an aﬁﬁuity that would provide adeguste beneflts far%a retiving
teacher o méet the current costs of watir@maaty Finally,
this goal was achieved in 18565 with a systewm ﬁﬁiﬁh et that
-ﬂéi%ﬁ?iﬁng | ) -
| '__ Chapter YIIL describes the underlying forces that have
| brought about the phenomenal ¢hanges In $he teacher retirew

| mont system. Here the foroes are desocribed %hah have ehﬁngaé

 the atititudes, the wmores, ind tha phil@awphgf@f the Awericen




paﬁylé, and resulted in s aﬁata.raﬁiyamant.ﬂyatam wﬁara none
@xisted less than £ifty years ago. |
Chapter IX offers a brief suwmary of the study, folw

“lowed by several recommendatlions for sreas of further ressareh.
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CHAPTER LI

BARLY ANRHICAN EISTORY OF | E—

TEAGHER AWTTHENENT LAWS

Thé firast formal movemen¥s for toacher retivement in

imeriea followsd closely after the Civil Wars Sueh plans
gongisted of assursnts and mutusl aié associntions that of-
ferad only sick end death h@n@fiﬁﬁ, In the 1ate part of the
nineteenth century, movemsents began to sscurs r@ﬁi%&m@nﬁ s
Lgislatimn but with 1lttle regard for sound sctuarisl princie-
1 . '
plase
I. WUTUAL ALD ABSOCIATLIONS
For years teachers had collected money lntermitiently
amongst themselves o ald certaln solleapgues during times of
omergency. Lt was ﬁat until 1869 Chet & ¥r. Venderbilt; s o
New York ity Seacher, felt thats -
Ingtead of solicliting veluntery contributions esch _
time a death occurred, 1% would be far beitter o orpanize
an asgocliation in which each member would pledgs hiwmsself
o eontribute one dellar whenever called upon snd would ,
atso b assured that a ginilar beneflt would be paid upon,,
hig desth by a eimilar assessment upon 8ll 9bher wembers.™ _
l .g. . ‘ -Im, " T S - L. & 4 :
Paul Studengky, Teachersl Pansgion gﬁﬂﬁﬁﬁ& in the
United States (Hew Eﬁgﬁ@ Ue dpplobon and Uompany, i920), Pe Be -
©loide, pe 4s R



Tl I L T

He called a mesting of teachers and they sstablished the Hew
York Gity'femahers* Matusl Life Assursnce Assoclationm. Thisg
was the firstisachers? orgenization that was established in
Améviga, whereby & mémbar net only helped to déf?ay the burial
expense of an&tﬁerlhﬂﬁ secursd the right éf Q\similar'benefit
- for himsﬁifa | | |
| Simller plens were developed in other aress. UThe
Brooklyn Teschers! Life Assurance Asspelatlon wes satablished
_iﬂ 1871, In 1880 Ja#aﬁy'ﬁi%y; followsd by‘%ha Gsmden beachsrs
in 1685, establislad mubual benefit esacelutions. ALl of
these plens devoled éh@ir benefits to death bub ignored dis~
abllity or slelness.
The assursnce and b@ﬂafi% gesociations were financed
by sssessments on eall which vanged from fifty cents to one
dollar. ﬁbne of them bad amual dues oy & regular incoune
nor did they conbribuie any bonefits for sickness. 7The amount
of benefit varled due to the slize of mgmﬁarﬁhip in cases of
~ small ovgenizatlons and to bylews in large civies. In general,
‘.tha r&mge @flhamafitg was rom $120 Yo @568 with the medlian

about §300.°

Ii, SICK ERNEBRLT ASBUCIATIONS

The leaders of the mutual ald movement for desth beneflis

axbiéu.g e B
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soon réali&aﬁ bhat thelr program was lnevmplete. The kind of
rellef that could be offered thome wembers who were sick bes
aame'a much discussed guestion. o (

| The results of these discussions culminated in the
teachera of Detroft establishlng an aé&@@iatian In 1888 with .
lﬁﬂﬁh'siek“ané death henefits. This setlon was qaisziy fole
lowed by simlilar @'ganimatiana in 8%. Paul, Chicago, Des liolnes,
Buffalo, Cleveland, New York, Balbtizore, and msgyatherﬂ from

1886 to 1a97.%

Inemma fopr the aick benafit an& 1ife assurance &gspolia«
-ti@na was gained from ennual &uea that ranged from $.50 in
Patteraon, New Jersey, to §7.,20 in New York Olty. Many of the
aéﬁiet&a& also had the addivional privilege Yo levy asseds-
ments on eall 1f the amount raiaa&.byQannuai dues became in-
 adequate. Beneflts fpr-aiakness varied from ﬁaﬁc_ta $1 pow
dayuﬁ _ _
o Probably the greatest contribution of ﬁhese siclk benaw -
£it assoelations was ihe éhang@ develowed In the watier of
fimanaiaga To eliminate ﬂha_&aﬁanﬂenaa_upén the sporadic lev-
ies of assessments, s vegular income wus get up by the satab-

Iishmant of dues. This ﬁaveiapmamt asaiateé matorially in

%ibid @p f@ o« Ga

o 5bliaabeﬁh Ae allan, "Teachers! Pensions = The Story of ;
& Woman's Campaign,” The Heview g Reviews, 1B:¥1l, June, 1897, =
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wmeating the small but numersus snd regular olaims For siek

banafihs'and wag an atbtewpt to create s permanent capiital

~Bund.

IIL. OLD 4GE ARD DISABILIYY AMNUITY
45500IATIONS

Hew York Clby and Ewmakl&n toacheras were Gthe afgﬁﬂiaara

which brought about the estebllsbment of voluntary annulty
assooclations, The first organization, the New York City Teache
‘era' Nutual Benefit Aswosclation, waé ecatablished in 188Y. Dur-
ing'ﬁhs next ten %o fifteen vears simllar ovganizations were
set up in othewr large clties.

Beneflts from thewe muabusl organilzations were pranted

priﬁﬂipaliy for permansnt Jdisability end were baged upon years

of gepvice. Some pzlid very swmell stipends for nickness op

death. dualifieations Tor benefits depended upon years of

- service and varied from thlrty-five yesve for femsles to forby

for males. Maxisuw annual annulty payments varied from onew
third annual salary to §600. Yearly conbteibutions by teachers
differed from $8 to 8 per cenbd of the salery. Sueh contribuw
tions never met the cosi of the annuiilies, ia a‘r@salﬁ the
fund wes sugmented by donations anﬁ.hazaars¢6 In wmany cuses

this latter technique was veguired o pay for wore than 50 per

ipid., pe 710,



eent of the benafits.

The first annulty essccistion to find its dishurgew
ﬁen%s greater than 1ts rvecelpbs was in Eyaag}yn; :ﬁew York
@iby.and obher groups were soon caught in the 3&%& dlilemma . -
Younger taaah@ws immedistely dropped out Wh&iﬁ & few of the -
i@iﬁer members remained with the hope of recelving some early
henafiﬁaa éueh aatians killed much of the snthuslasm for
Vﬂluntary mutu&l aid groapa and stimuleted atientlon towards

eompulsory rebirement leglslation.
IV,  BABLY REYIREMENT LEGISLATION

The task of s@ﬁﬁfingllsgialatiaﬁ for téaehef_retiraﬂ
ment was slow. Darly propossls were initiatad in several
legislatures around 1879, but nﬁné were apyﬁovaﬂ.until'iagéa
Thia firat low was passed by the How Ysrk Legislature over the
§hj@mtians afrtha ew York Git§ Bosrd . of Eﬁu@&tian;q Sew Yorkis RN
Law provided for ths as%abliahm@nﬁ'af g fund, the aole resources
: af ﬁhich were to coms through ﬂ@ﬁuetisna made from the pay of
 t@aahera beeause of absenaea ?his law prescribed a penaicn not
.ha exﬁa&d'%lﬁﬁﬁ, set up service requivements, and dalagaﬁad
aesmplete powers of adminisitration Yo a board @f-aducéﬁiaﬁ, The

establishment of the Hew York fund wes the spark that sst off

- '?f’aul Studensky, Teachers' Pension
- Btates (Few Yorky D. Appleton and hampany, 192953 P 1?¢
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teachers c¢lamoring for legisiative ection in meny perts of

the countnys
vé"sgaagnﬁxaﬁa

The history of bemcher retlirement ln the Unlted Stabes

.passad thraugh aaver&l stages pricr fo the @panimg of tha

|  twentiath gonturys, WHatual ald asspelations wavked the bhegine
ning of eooperative action in 18&9. Voluntary amnuity and
eid aaa@ﬁiatiﬁna, a8 orgenized in Hew York in 1889, pointed
oub the need felt by Leachers fmr financlinl aa%uriﬁy in cases
of sge or dlsabliity. fThe action of the lew York Legislature
in 1894, which recognlsed the needs of teaeh&v-ratirémant,‘aet
off s long series of legislative actlons In all forty-«slght
states. The resulbs of bthelr actlons played a major role In
the publiec accepbance aﬁé su@par% of the broadening welfare

policles recognized ﬁﬂday,

J




CHAPTER III
BARLY CALIFONNIA HISTORY OF TERACHER RETIREMEND

l The development of early retivement snd asslstm ce |
‘_plaﬁéifér California beachers was a slow progess, San Fren-
cieoo was the first and only known district to establish a
mitual aid society. Ho other plans were developed uniil
afhéy-tna Enabling aé@ of 1886 beeame 8 law, which permitied
tﬁe.fermmﬁicn of retivemont plans in local dletricts and
countlez. Then only three ecounties took advantage of ite

provisions, namely, San Frencisco, Alamedn, snd Lake.
I. NOTUAL ALD SOCIETY OF SAN FAANCISBCO

0o Hey 10, B3, & group of taaahérs unﬂér the leadar=
ship of Liaaia.ﬁannaﬁylﬁurke, prinsipal of the old Columbia
Sehool, mwet and organized the Sen Fracilsco Taa#hers5 Hutual E—
_ﬁid Hoeletys Those partlclpating at that first meelbing were o
Wory Prag; Sgnes M. Manning, Caroline L. Hunt, Nellie Owens,
Mary Donnelly, Jessle Smlth, Havy B. Heswell, Nellie (. Hmswell,
Lou Classen; Helon Sterr, Dmily Lindberg, Dorothes Tiedimenn,
Ide Revvan, Mary ¥ayborn, Ada Goldswith, Mary Fay, Cellne

?aﬁhin, Bophla Hobe, and Sarah Mill&wal

1 .
San Franclsoo Teaghers' Assoglation, Larly History of
Teschers! Orcanization end First Yespy Book, a Neport Prepared
v 1 ; Jommittee (san yroncisco: San Francisco

Teachers? ﬁssaﬁiat&an, 1928), pe« 46. _ e
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It was not until Werch 13, 1889, in the office of Judge
%&@y@r,_%ﬁat the articles of inaarparahi@m=wgré'Signedg The
abjaaﬁ of the soclety was "o care for properly anﬁ't& glve
, p@eaniawy ald to the members whem siak and unabl& to attend e
to thelr dutles as t@m@h@ra;“g . i
Since ita inﬂgptian the soelety has been in cherge of
8 board of eleven directors elected annually. Eaah'éiraaﬁ@r
'?é?r6$éﬁtﬁ5 one a? the eleven ﬁiair&mts inko whiah.ﬁha elty
sch@ul syatem hed haaﬁ.ﬂiviéed, Up to the bime af.the five
- in April, 1206, ﬁaatinga.wewa held in the old Linecoln Schoal,
: _' : thelﬁirlﬁi High Schovl, Bush and fyde Streebs, and ﬁhs old
- Fr&n&lin Behool, ﬁighbh end Hepviason ﬁtweaﬁa»a |
Dues were U1 per wonth. Banafita hagan et HLR,BO per
-we@k unbil | é@@ wes reacheﬁ; Ther at the diseretion of the

soeiatyﬁ 8 waakly allawmne@ of $5 was grenited which could be

extended indefinibtely if necessary. &b death the sum of §78 -

#aﬂ appropriated fﬁ?.tha‘p&ymﬁat of funerel @K@ﬁn&@&a% o
 The need of sufficlent funds for the ﬁrganﬁz&tiﬂn was

alwa?a 2 problem. She collecbion of dues was difflcult and

it tecame nepesssry to sugment the lreasuwry by ciber means.

gib&ﬁapzﬁﬁ_%ﬁﬁ
SIptd. .
| é’;ﬁbldap Ds 474 ‘
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The followlng programs are falr samples of hiow the monsy was

raisedaﬁ

1882 « May 13. Plonle at Woodwerdts Gardens

1886 - Dac, 7. Cuneert In 0dd Fellewst Hall

, by ¥rs. Horton

1388 » dan. B7. Concert, Caklend Harwonie Soclety
1889 - May 4. Heeltal; resdlags by George Hiddle
1880 - Ha jor Dam&‘a lecture on “f Summer

in Greeca”

At the turn of the century growth of the society began
te decrease. Interest in insursnce pollcles, investments, and
2 loocel retlrement gyatem became the cblef detorrents. In

1821, "the Amella Goldsteln Pund” was established by Alexsnder

Goldsteln o glve additional vellisf to those members who had

recelved the maximum of benefits and were still in nead.,
Today the 3sn Pramelsco Mutusl Ald Sooclety 15 still
a@ﬁive put Yhe present rate of new membershlp has ﬁaolineé to

28r0. From Lits pesk of one thoussnd members there are now 172

- mewbers and over one~half of these are retired.  Thanks Lo

- many beguests, sxcellent wenagement, and an exeellent local

retirement nystom, tha dan Prancisco Mubual Ald Soclety had a

pash balance of sver $20,000 on June 30, 198%. fThe Society

- shall long bve remembered as & savior to the aick and disabled,

and ag the first organlzation of teachers in Zen Franaiaasﬁa

Bipia.

sﬁtatam@nt by ¥las ﬁallie Sullivan, aaavetavy of Sen
Franeigco Mubtuel Aid Soclety, personal interview.
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I3 TARLY RETIRIMENT LEGISLATION

on Mareh 26, 1895, Assombly Bill Nos 756 was aigned by E—
ﬁhe %nvﬁrnar and marked Qalifmrnia’& apgra?al of taaahar re- N
tiram@at ayst@mag? This hi&tmrie bill was fermed the Lmabliag
Aat af 139%, an agt to cveate and admlnlster e publiec school
t@éﬁh@ﬁa* annulty and retirement fund in the SGVerai awﬁnﬁies
end citles of Uslifornias This bill permitied the organizas
tian'éf a‘hnaﬁd of a&ministyataws termg the Taaahars* Annulty
"Fﬁné Truateesu Taaan@?s whm valuntarilg bocame members anﬁ
| whe %aught @w&nﬁy to bwentwaive 3@&@& and becsne incapa@ibat@ﬂ
could expect to raaaiv& s allowsanoce of $45 per manth, while
those with twenlty~five yéars'ér wmore of service, would f&aeiva
$80 ﬁeﬁ monthe 'Hévanﬁe was provided by s levy of 1 per cent
of the member's salary plus donations snd any legacies bew
queathed to the respeetive fund.® . |

Though this law brought about a condition which seemed
1ike paradise, it had some grave weaknesses which in rebros
spect are vather humaraﬁsg ¥4 a?&f‘ﬁh@r@ were insufficient
cash in the fund, the tressurer was to reglsber such warranbs
and mark on their backss “Pfeaeat@d for payment this day and

yaayr and not gaiﬁ for want of funds.. Signed, Treasurey of

e
Jtatmtaa and Amandmanta ko the %gds - ﬁallfarnia 1886,
Chapter ﬁﬁxﬁlﬁ P i?ﬁo

I%}iﬁig« ps AT1le | _;:




and bear intevest at B per eent per annum,'
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Sounty. Such warrants shall be pald in or der of reglstration

Two years later the ifnabling Aet of 1895 was amonded

10

end somewhat liberallzed by A, He 3. This Hebtivement Act

of 1897 permitbed member teachors to petire after thirty

- yasra of service with an income of $30 paﬁ-monﬁh in counties
;anﬂ“$59 per month in consclidated citles and counbles,

_T@é&h@?ﬁ who becams incapacitated and contribubed foy ot

least flve years were entitled to a proporilonste amount on
the basis of tbe number of yeavrs served to Thirby.

Revenue for the fund wes ralsed by collecting $12 per

year f{rom each teacher membey, from gilfte and legacies, and

: _ 12

from salaries Torfeited by teachers due to &baenc@al
Upon retirement, teachers eould expect some benefit
each month from the fund. If ever there weve insufficlent

funds %o pay 2ll claims, the ecounty btreasurer would pro rate

© the existing cash Bo all beneficlaries and this would be the

£411 payment for sach snnultent o dat&.la

gzb itd &

L0sye tutes and Amendments Yo ihe Code =~ California,

1897, Chepter OLKLKy ps 24bs

1a$bi@§y'§f 229,

131%1&#; P EQE&
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1T, ALAMEDA OOUNTY ﬁﬁﬁﬁﬂ& ”&RGHER&‘
HETIREMENT Fﬁﬂﬁ

| unéar tha atat@ baw @f M&reh 259 1898, entltled "a
.ﬁat g 70 wwte and aéminz’mmr & ;mblie ae%‘wcﬂ. tawﬁmmi axw |
el by aﬂﬂ ratiramamt funé im the aavaral eaunti&& anﬁ citles
and countles in this a%ah@,“ the Alamsda ﬂmunty aahﬂai Teashe
- erat hﬁtiremaﬂﬁ Pund Gﬁmmissiamay$ met on ﬁprll 10, 1@95, and
orgenlzed as a ﬁﬁ&?ﬁ»lé The wmembership conslated mf‘the Pres-
id@n% ef the Board of éugarviaera# Sirem ﬁail&y, &sunty
_ Treaauwar 0 Ha Sanford,; and the ﬁaun%y upariatanﬁent of
&aheclﬁ, ds ?* Garlock« %haiw second maahiﬁg waﬁ held on
Jetobor 19, 1385, and no imp@rtant buaineﬁa wes tr&nsaﬂ%ad«
From th@ record bmsk, 0o farthey m@@tiﬁgﬁ wers apparw

16 on that date the commis-

ently held until &pyil 1?, 1897,
sioners met and mrg&nia&d the “ﬁlama@& County ﬁ@ard of Truge

tees of the Publlec School Temohers' Annulty and Retirement —

Fund " Uhis meetlng aﬁparantly £nliowed the new state law

- which became effectlve Harch 29, 1897, éné hed amended Lhe
Aot of 1805, From this tlme until Pecember &7, 1913, wegular

| gquarterly meaﬁing ware held by the trusteas, | _

ﬁ . Alaweds Counbty¥s {lrst teacher ﬂ@ﬁue%iﬂns-wera maﬁé in

HMay of 1887. Tenohers became ellglble for membsrship hg

léﬁlameﬁa County School Teachers' Heblrement Fund Coms
missioners, Hlnube Book (Alameda County, 1896).

Brota, | | | B
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-ayélying to thé clerk of their school district snd éubse#
quently having the spproval of the Public School Teachers’
Retirement Fund Gammiasiaﬁ@valﬁ h o
The law regulred the County $pp®ﬁinﬁandént of Sechools, -
" as Secretary of the Retirement Pund, bo report annually to |
the Hoard of Supervisors the atanding of the fund in the
 County Treasury. In July of 1898, there was & tolal credl
of 42,2455
~ In Marehy 1903, a stebe law was pessed which permitbed
Yeachers to withdraw ffum the fund, ﬂa'a.reault it was re~
'gsrtéé on July 16, 1903, that fifty-four teschers had appiled
o have their names withdrawn., The olalma of these teachers
were ordered @aidgla _ - ,
| Yhe firet snnmulty was granted to Blizabeth Powell In
ﬁe%abaw,'igéﬁ. She had teught in CGalliornise fﬁr nearly thirty-
'ﬂne years and bhad been subject to the burdens of the Rebirew
_-manﬁ Aot for alzxby-two months. The findings of the Doard re-
sulted in an entitlément of 62/560 or §560, or §62 n yesr, o
be pald quﬁrtarlyslg ' - '
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~In July, 1908, the minubtes stated that 228 wss the |
'ayiginai numnbsr aﬁ_sabaériber& to the Punds Elghty-three
had withdrawn in 1903 and 72 had elther dlied, lepsed, or been
removed,; 'This ieft ?3 mewmbery, 3 of whém war@-annuifanta.
© In October, 1918, the amount pald to the ennultants
in-&lamaﬁa Uounty was reduoced B0 per cent due to shortage of
- incama by the ?uﬁdnai
On August 15, 1&13, a state teachers! retlrement syse
.'ﬁﬁm was $atablishaa and all locsl systems under the fek of
_139? ware autamatieally abollished. Subsequenitly, om . December
27, 1918, a vesolutlon was passed by the Alameds Gounby Rew
tirement Fund Commissioners abollshing the loeal fund and
ﬂransferring &1l_aﬁﬁétﬂ and llabilitles to the state itreasure
| ors The assots included §15,188,18, while the liabllities

) - ) 2 g 22
were comprised of 10 snoultents snd over U membars.

IV, LAKE COUNTY SCHOOL TEACHERS® - S
RETIREMENT FUND

Lake Sounby aﬁﬁhﬁ?iﬂﬁé g vebtirement fund under the Aet
ﬁf l&@ﬁ, but it was eitha§ vary osmell or most of the membare
'ah&p tarmiﬂaﬁ@é their relationship before 1@1&.

0rp1g, E : R
Blypig. |
%1014,
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On Janusry 16, 1914, & representatlve of the lake
County %Yeachers' lHetivement FPund Commisslioners appesred ab
& meeting of the Californis Fublie School Teachers' Retire-
went Salary Pund Board in SBacramento. He stated that Lake
 Gaun$y had a balance of §1ll.5) under the law of 1895 and
wished to tran@far one annpultant by the neme of Hughesaga
Appsrently, the eligibility for Hughes' retivement was quese
ﬁiﬁned and setlion was postponsd unfil an investigetion could
 be mades ' ‘ ST
In March of the following year o Lmke County repres
sentative égain sppeared at the State Board meetings The
Board sccepted a trensfer of §11.51 from the Lake County ;
' Traasurav but rejected the btranafer of the lone annul tanb. o _ )
Ve  SAN FRANCGISCU SCHOOL TEACHEESS
ANNUILTY ABD RETIRBMENT PUND

San Franclscoy s very progvessive commmnity, was gquick
to orgenize a schoel teachers’ anmhulty and retivement fund in

1896.25 In June of 1897 the records show that §3,090 had been

2Ominutes of the Califomia Publlic School Yeachera!? Haw
tlvement Salary FPund Boayrd, Beptember, 1913, to Jecember, 19818,
Ps 194 ' ' ' :

241h4d., pe OLe

2Bpyublie Sehools of the City and County of Sen Francisce, E
A-nﬂu&l_ Benort %ﬁgﬁ, P 1.50 -
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paid in annuities while the fund had recsived over %9,@66¢26

The growth of the fund was irregular which was evident

by & few of the annual reports. In 1908 the lnoows was

%?1,532,52 and the ex@endituras“ware-@IE,QQE*VGﬁgq The prew

selpts and expenditures of the fund showed that the member-

- ship incressed mteadily as did the numbar of ennuibtents., The

report further polnted out that the payments for snnultles
were incremsing morve rapidly then the contributlons by teache
aré¢ Such condlitions eould only lead to a bankrupt fund or
to its recrganlzatlon.

Two years ledter the income of the fund inciuding the

earry forward bamlance wes $74,256.84, while the expenditures

wers $19,082.50 as shoun In Table I. Yhe financial veport of
1910 pointed out that the current axpandi%urealaxasﬁdaﬁ the
@uwranﬁginemmavaxcluaing the carry forwusrd haléﬂﬁa.

As & presult of This veport 1t wes mgerin evident that
some actlon must be taken Immedismtely 1P benkrupbey was to be

averbeds Durlng the year 1911l San Franelscols Board of Com=

‘misaloners vecognized the financial wealmess of the fund and

zﬁ?mblia sehools of the uity and County of San Frenclig-
eaa &nnual Hapor bt l&??, Ds 18 L

gvﬁublie Sohools of the L4ty and ﬁmunty‘vf Ssn PFranelge
0o, Annusl Heporkd 1808, p. 2l.
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TABLE L

ANNUAL REPORT OF SAN PHANCISCO SCHOOL TRACHEASH —_
- ANNULTY AND HETIAEMENT FUND

Jung 30, 1910

Aecelpts?
Balance in fund 6=B0«09 | $55,385.44
Gpntributlons by heachers : 12 ,315.50
Absence money granted by 3@&?6
of Education 5400000
Interest on Investments ' 2 5800,00
Interest on an Annuity Fund - 246,50
Payments from teschers on arvears 1,091 .40
Total - | $74,256.84
Disburgementa?
Pald to annultants . §19,002,470 -
Cleviesl fervice BOLO0 o
Printing | 88680
tobal o - §19,082,20
Belance In fund 6/50/0 '%5?5 154,64

?ublis Sehouls of the Gity and Gﬁuﬁ%y af Ban ﬁranﬁiscm,
énﬂual Reporks 1810, pe 48. , _ -
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’-passéd a-reaalutaﬂnnliﬁitingaannuitg payments to BO ?@r agntaga

%hiﬁ{gwact&ca;w&s eamtim&mé-thruugh_ﬁhe vremaining 1ife of the

&y&tém*. . G ) S - . | l:l_”_“
. Hot only did the Ban Fransisso Board sutgt&e pa#menta

. @f@th@ir.annuitias but promoted s%a%a action. whay advaaaéaé

pagsage of the Willlams! %ill,gg

a retirement measures This
 bill pessed both houses of the legislature bub was vetoad by
_-thﬁ_&aV@?nﬁfar The Wililems® Bill provided ﬁﬂ-annuiéy to
teachers with thierty wears of service equal %o 1% ver cent
af thelr average snnusl salaries times their years of service
.nat to exteed 900 per year nor leas than {380 per year,
Coats ware.ta be ﬁaffaﬁaﬁ from that part of the inherlitanee

- tax not used Tor aﬁy sther pUTPOBEs.

Following the decrease In the rate of annulby payments
- in 1211 the finaneisl condition of the fund did nob improve.
In 1912 the income romained the a&mé as in 1210, but the exe
pendltures increacsed %l,ﬁﬂﬁwﬁg In the following yesy the in-
come decressed H2,000 from 1910 whil& th@ ax@anﬁiﬁuﬁaa inm

oreased §3,000.5%

aa?ublia Gohools of the City and Counbty of Ban Francise —
e0, Annual Report: 1911, ps 94.

Bglbiéip Pa B85, _ _

80pybite Schools of the Uity and County of San Prencise
¢0, Annual Hepowrbt: 1918, p. 5,

. 51Publia'$ahméls'af the Clty and Counbty of San Franclse —
co, Annuael Beport: 1913, p. 400, '
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San Franciscot's School Teachers? &nnuity'aﬁé Retive«
mont Fund came to a olose in 1P13. From its system esta=
" blished under the provisions of the Acbt of 1888; 1t certified
-_seventy»faur;anmuitanﬂa to the State of Galiforﬁia32 and

transferred {44,000 to the Btabe ?ra&guravﬁg on Mareh €, 1914,
Vi OCONCLUSIONS

Welfare projects for Uallfomis iteachers begen in an
erganized manner with the Mubtwual Ald Bocliety of San Fﬁaneiaea.
' This gave assiztencs to the sick and infirm but was of 1ittle
help for the tsacher who retired. Under the Enabling Act of
‘1895; three loeal retlirement systems were established. Only
two of these had any reasl dovelopment and they clesrly demonw
E strated that no system can survive unless baaaﬁ upon actuarisl
prineiples. This undersiendling wae enhanced by the Governor's
voto of the Williems® B1ll whick based retirement peyments
upon & part of z2vate Iinherdibance Laxes that might nét be used

&4 -Fu?ﬁhar'hreadeWﬁ of the loecal funds

for any other purpas@.
came when both Alemeda and Sen Franelseo hed to decrease pay-

ment of the snnulitlies dus.

32minutes of the California Public Gehool Teschers?
Retirement Salary Pund Board, $eptamﬁarg 19&3 to ﬁ@eambarg
1918’3g Pe L0

33101da, pe 21a

, S4sublie Sohools of the Gity and County of Sen Frane
clsee, Annual Reverts: 1911, p. 8.




| The period of mutual aid socleties and ﬁhe‘- Agt of
1995 was the beginning of Californiats teacher vetirement
systems The passage of the Willlems' Bill by the Legisla=
éurz:*é mari{ed th# first recognition by that body that the
sm-ﬁa hed 8 responsibility in the w;jelfafm af its ﬁgae@mrm

£7




CHAPTER IV
FIRST CALLFORNIA STATE TE&%EER RETIREMENT ACT e

A% no progress wes umede in improving the Ré tivement
Aet of 1895, a ory was seb up from wany peris of the state
for & sound rebtlrement plen. Matuasl aiﬁ Bocletlies had been
found inadeyuate in aﬁhar states and hed never aaﬁisv&d any
- degree ol populariity in Callfornia. icrities pointed out the
1nherant'waakﬁeaﬁaa af the local ratiremén% funds, which were
opératmd'anly in a few counties and were appraéahing‘a point
of diminishing returns« This waa the welfare situstion of

Callifomis teachers as the leglslsture met in 1913,
Lo FLAT PENSION SYSTEM OF 1913

The firet sbatewide retirement system was approved by
the Leglslature in 1818,% This action repenied the Lnabling S
Aot of 1695 and its amendwents of 1897. Uhe three existing
lvcal systems in Alemeds, Lake, snd 3an Frenciseo counties
wafe'terminatﬁd and thelr assets and llabllities in toto trens~
- ferred to the state, |
Goad af-m&mb@r#hip to the Celliformlia retirement plan

fﬁr the individusl teascher amounbed to $1 per month while tha_

llﬁt&tu%aﬁ_and Amendments to the Code - gelifornis, 1913, B —
Uhapter 6924, p. 1483, T




'at 4500 annually to a rebired teacher who hﬁﬁ'aomﬁletaé 30
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anat‘ta the state waa set at & per eent of the inheyltance

tex é@ll@aﬁiﬁnagg These funds were to be placed in ihs

Callfornia Teachers' Pewmsnent Fund. Benellbs wawﬁ-aeheﬁulad

years of aérvi@e, 15 of which must bave been in Oaulifornia, S

including the last 10 y@&raﬁa Disabllity benefits were pald

to those who became permenently disabled and who had served
g minimum of fifteen years in Cellifornia. |

The tressuyry of the fund wae augmented by the denial
of any refunds to teschers who resigned or died before re-
tivement. To meny teachers who did not meke a caresr of
t@éahing, the €1 per month charge was reslly & taX.

Membershlp in the system was mendatory for all teschers

who begen tesching after July 1, 1913%. Teschers employed in

" the mpring of 1913 had fthe option of exempition and approxie

wately 3,500 elected such an ax&mpti@n.QV
| Taas the fivrst statewlides retirewesnt system was passed SR
in 1913 and continued in almost its originsl form untll 1935.
One of the first annultants of this 1913 law is etill

living and recsiving benefiba. She wes born December 25, 1858,

2Ibide, pe 1424, —
SIoid.s pe 1487, | |
“1pid. | e
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and ?éﬁiﬁad July 1, 1914, Tor contributions amounting %o
approximately §700, she has received over @50ﬁﬁﬂﬂ.in:bﬁﬂ$fit$
to June 0, &95?#5

1. WILLIAN LESLIE ACTUARIAL FEPOHT

By 1219 1% wes apparent sven ta'%he-untﬁainaé thaet the
systewm was Tinaneially unsmumé. The originel law was paaaad '
witbaut any study as %o tha antlcipited rates of vontribue
tigns from memban& or the state o mest fulure requirements.
Through June 36,-i91§; total regelpts of the permanent fund
were §1,885,000 walle expendibures totaled $910,000. %he cash
gurglua was insuffieclent to fund tﬁa service after 1013 withwe
oubt regsrd to serviece rendered prior to 1813, In thé 1818-19
vesry, btobal reocelpts amﬂunﬁéﬁ to $368,000 while expendlitures

appr@ximateﬂ §275,000 or approximately 70 per Gantaﬁ To inw

- vestigate this situstion a complste atuﬁy was to be meade by a

sompetent individual.
Willlem Leslie, sn metuary of national repute, was ome

ploy&& o conduet the investigation. Kach teacher in the

_ ﬁﬁalifarnia Stete Taamhars' H@tiramenﬁ Systbem, Daparie
ment of Hecords ($aevmmantag 195%7) .

Sgurve; of hatirament Systoms Btate of ﬁa%ifefnia Part
1, A Report Prepared by tne Leglseletive Auditor to the Jolnk
Lagialativa Commitvee (wacfamantm% State Printing 0ffice,
1954), Pe 34
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ginte for the year 1819 was requirved to flle 2 report showe

ing age, sex, and teaching experience. This informatlon was

| uned by leslie in ﬁevelapihg his report, which he completed

in 1981 for the yeer ending December 31, 1901%. His svsluae

tion showed a derficlency of $28,613,707.67 due partislly bo

the insufflelient contributions of new members and partiaily —

to the nsavy liabilities for prior service of wmembers at the

inauguratlon of the gystom. Leslie polnted out that revenue

“was only suifisisnt to meet one-third of the pramisad'pay

. menbs.

Referring te the need of a revision in the retirement

law, HMyr. Lesllie wrote In hils conclusion:

Two courses may be followed in this matter of reor-
raniization af the pension 3ystem, ons to conbinue as at
present untll the current pension payments siceed the
current income, beyond whiech time the igsue cannct bs
dodged; and the other to immediately prepared a reoye
ganization plan for submissinn to the next leglslature
in order to forestall the Inevitable inmsolveney. Uhe
fivat eourse iz improper because 1t is unfair to both
the teachers and the ststes The longer recrgenization
is postponed, the greater become the liabilitles to
exlating peasloners and consoguently the move difficuls
the problem of finsncing veovrganization. The conbtinua~
tlon of insdeguate contributions means either extremely
hesvy burdens upon present teachers aflter reorganlzation
ar the shifting of what they should have been paying in
the past upon the state. Lf penslons sve 10 be granted
and peld, the necessary funds must be yalsed and

?Eggaﬁﬁ of the Culifornis Publie dehool Toachers! Hee

plrement Selary Lommission, A Report Prephred by the Commis . L
slon to the Members of the Leglulature (Secramentos State —

?rmtlnﬁ ‘foiea} lggg)p Pe Ge
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postponement of the problem only adds to the &ifficaltyug
III. FAILURE OPF SEWATE BILLS 484/21 AND 127/25

A# & vesult of the findings from the Leslie atudy, the
teachers through thelr asscelations presented rehirement
Pills In 1981 anﬁ-l@%ﬁqg Provislons in both bills were iden=.
tleal and as fallmw&:lm

i. Epchitwacher was vequired o makte an asnnual contrie
- bution of GB4.

2. The stabte was required bo mateh the contributlon of
- each bteuacher.

3. ?h@ annual vetirement salary was to be inereased to
HTR0. ‘ ‘

‘%¢ ‘Fnrfﬁitura of payments was to be made should the
teagher leave the service by veslgnation or death.

5. Digabllity benellts remained the sswe as in the
griginal ect of 1913, except payment was based upon
£720 rether then $500 as a vebirement salary.

ﬁénata Bill Tos 454/21 was overwhelmingly psssed by

both houses of the Leglslatuve ut vetoed by Governor Stephens. I

In preventing the passage of this bill, Governor Stephens made

8ibid., pe 10..

9ﬁay.W. Uloud, “"Retirement Legislstion in Calliforaia”
(paper vead at & meeting of the Callfornis Teachers Assccime-
tion Retirewent Commities, San Franelsso, 1081).

' }&Galifawnia State Leglelsture, S+ B. 464 (Sscramento
Stute Printing Office, 1921%# 3 -

. Califormla State lLeglalature, S. B« 187 (Sacramenio
Stave Printing ﬂffieaa‘19%5%» § -
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the following sitalement:

An increagsed benefit would induce the voluntery re~ R
bivement of many teschers ellglbie %o retire, who under j
prevalling benefits, will continue in the active fervice o
of the schools, It ds a guestion, therefore, whether S
the e¢ash deficlency now threatening the system would not
be hastened rather than postponed by the operatlon of this A
bills : ' o - S '

Ho promlse of [uture beneliis, sven If partly supported -
by inepreased contributions, eéaw insure the reslization of
the benefits unless 1t is founded upon sound Tinancial
principles. Arbltrarily Llnereesed conbtributions, so far
as samellorating the eondliilon of ithe Ffund, would merely
tend to hasbten ites exhaustion and would ultimately ree
gult in the bitbter disappointment of those who had nmad ade
ditional sacrifieces., To the state, the measure would wean
the additlon of over §400,000 biennially %o the present
contribution made to the Hetirvement Pund, and while this
amount may seem small when gompared with the magaltvde of

~ 4%s finsneisl operations, 1t is neveriheless probibitive
at this time when the expendibtures of the state governe
mant mast_ be curtalled in ovder %o kesp within available
TevVenues .

In 1@33, B. Be 187 was sntered and met a slwller fete
by Governor Richapdson ss 1i8 predecessor of 192,12 Howaver,
the Legisiature d1d amend the existing lsw %o ralse the teacgh«

erat paymente from §1 per monbdh to an annual payment of $12. .

Survey of Sebivement Systems State of California Part
1, A HBeport rrepared Py ULhe LOgisisbive AudiLor to the <oint
Teglslative Committes (Smoramento: Stabe Printing Office,
19541, pe 35 - ' :

12701de, pa 3Bs
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IVe GUNDRLFINGER'S Aﬁ@ﬁéﬁiﬁ%\ﬂﬁ?@ﬁ? :

Enllﬂﬁé ﬁa#arnarrﬁtehardamn, ﬁé jaé%ify his vobo, om=

plmv@d heumary ﬁun@elfing&r %m malee an analyais of  the
fumﬁu The ‘stady wes basaﬁ largely on th@ Lindings of L@ﬁli@

plua ﬁha additianﬁl aﬂnuiti@s g?ﬁﬂtﬁﬁulﬁ

@nnéalfing@ﬁ vepor bod that the eemmibments of the
; state in respect to the retirement law exvesded present and
- future resources by o sum not less than $32,848,485.06, He
edded that nearly $8,000,000 over and above whﬁt wés then on
hand would be required in contributions o mweet the liablllvy

- of thosae already reitived. Mr. Gundelfingerts repori m&ée the

 following charge:

ihe continuing ability of the system to weet Lts cup=
vently maturing obligetions is belng malntslined solely at
the ezpense of and 2t 8 prectlieslly btobtel loss Ho ths
great ma jority of the pressnt force of ayprgéimahely
- Ghirtystwo thousand publie school teschers.

In 19285 no w&qu&aﬁ& wers ;@fwaré&ﬂ Lo the Lagisla%&v&

dua to the umfri@ndly attiﬁuﬁa af the gmv&%nﬁv 18 Contlaulng

Waeport of the Californ nig ”ub;gg Sehopl Teachers?! Ho-
pipement Salary Commission, A Hepors Prepared by Lhe GOmuLS~
sion o the Membera of the Leglsleture (Sacramento: State

?@inﬁimg ﬁffiﬂﬁg 1@2%); Ba 10,
Mre4,

15?93 We Gloud, "Hetivenent L&giﬁl&tiﬂn in California,"
rend at & meeting of the Californis Teschers &%aaﬁiatimn,
Batirement Gﬁmmit%aa, {San Fwanaiﬂao, lgal}p
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‘alforts were wade by teacher groups with the expwetstion of

more favorable acblon in 1887,
Ve GOVERNOR'S COMMISSION OF HEVIREMENT

In 1927 the Celifornia Teschers Assoolabion asked the
Legislature for the eppolutment of & commiasion to study re-.

tiramaﬁt salary'aan&itiﬁms¢1$

The governor appointed s falie
fornla Publie School Teachers' Retlrewent Salary Commission
=m‘i' five members conslsting of Ltwo membsvs of the Public School
Poachera' Habivement %alary Pund Board, the chairmen of the
Stste Board of Uontrol, and two other cltisens. An appropri-
ation for eXpenges was msde by the state and the Celifornia
@eaah@ré Association approprisked o sum to be added to the
amount from the stebe Lo guarantee s thorough lavestigailion,
At & meétimg of the Commission held 1In ﬂeaamhérg 1987,
A« H. Mowbray, Frofessor of Insurande at the ﬁﬂivaraiﬁy of
California, wes employed as & consulisnt for the investigmw
'ﬁignal? Hr, Mewbray, In turn, recomwendsd the employment of
Barrett Ne. Uostaes as a'oénanlting ag¢tuary of the firm, Coates

and Hewfurth, San Franelsco. Wr. Contes with his staff

18ruia,

Yaepors of the Galifornia Public School Yeachers! fig=
tirement Selery Oouwnlesion, A Heport Fropaxed by Lhe Gommise=
sion to the members of the Lagisiatmra { aeramentos State

- Prinbing Office, 1b28), p. 1B, B
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oublined a plan of @rac@ﬁure o gether dute which waz the most
thara&@h in the hlstory of (elifornia's bteacher retirement.

The report of the Commisslon, whilch was made to the T
Leglslature of 1980, ahowed that both Leslie and OGuadelfinger
. had beaﬁ correat in ﬁh&ir‘aatimmtaa of the defielt which faced
%ﬁe;%#atm‘@f'ﬂalifafnié in ite retivement fund. This report —
concluded that no @@mm&nanﬁ galition of’ﬁh@ltaaehewae retiraw
ment preblem in Californis could be vesched untll & system

- | g 18
was adopbed that met the followlng prinolplest: O
| Ls That new teachers ghould be automalieally placed
- upon & gsound vetirement glan with greater beneflts
than the exlsting plan,'

2s Thet teschers with less then ten y@érs of service
ghould be trested a8 new teaghers ﬁa'pweelmdagéhe
gtate from asccepting & stagpering oblligeation,

S» Thet deficlis met by the retirewsnt system in thelr
obligations to bteschers with ten or mors years of
servies ahould be largely met by the stste. The
balanece should be et by ?gé teachors bub only dupes
ing thelr aective servise.® §

4. That for teachers with over ten yaays'afﬁﬁarviaa ——
a allding soele of benefits should bs developed.B? o

B. That teachers should pﬁg $30 heneeforth for the
existing retivement of 500 per year. In addition
teachers should pay the cost of a savings bank

181pid., ps 38,
191p1d., pe 28,

ga}:biﬁ oy }I;H,i ggt ’ . . T P—
Z1Tpide, pe 304 : | ettt

221bid., p. 3ls | o =
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depoait sufficiont to give a life inecome of {200
per yesy abt age 60. The stete should mateh this
additional deposit giving & total rvetlrement
selary et age 60 of $00 per yesr. If service
wers to continue, the ratirement -allowance would
increase to & maximum of wl Qﬁ&g%ﬁ ab age 65.

S Tha Commlsalon further sitabed that hha teachers of
ﬁalifurﬂia were not ready for such a ayatem anﬁ that 1t would
he f@lly to force upon the teachers a.systam to which they
~ were opposed. The Commlesion, therefore, did neot prepare any
legislation designed to cavry their belliefs into effect, bub
did present their statlstical findings, and asked for commit-
tee study on the facts of their findiﬁg& frnm hath the Legls=

3ahu?a gnd the E@ﬁﬁhﬁ?ﬁvgé

Vi. HOY W, CLOUDIE PROPOSALS

AB a member of ithe Governor's Commission on Hetirement,
Roy W. Cloud, B “xeautive B¢cvetary of the Californla ?aaanarﬁﬂ
. hssocimticn, opposed the findings of the Commission end sube ——
mit%aé 5 minorlty reports He oleimed that he had Jolned th@ .
Commission ﬁi%h ﬁha undersionding that a definite leglalative
program would be recommended to the leglslature mnd this ha&
not been done, He further chargsd that tke.ﬁragm&m had bheen

80 delayed that it reached the Legislaturs too late to assist

Bﬁm.’ Pe 31'9 . :
“41bid., p. 35, | ﬂ —
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in making any new bllls. His sctlon may have been precipi-
tated by the §raaau?aa.ﬂf his own @rgﬁnizatian for the in=
tr@éﬁetiwn of some measurs which would at lesst temporarily
ﬁ&aﬁ'thé'éitugtionqsﬁ' | |

. mr, Cloud vagualy sutlined & proposal that would allow
'ymang teaahﬁra to enter a new retlvemeént aystem whiﬁh he
~ hoped would beeome aobuarially scund. Untll that_tlm@ the
. older teachers would be allowed all the-b@nﬁfité éné'pfiviw
 leges of bthe pwodent law upon the paymeit of %ﬁﬁ‘peg“yaarw
He smggeﬁstw that part of thig payment would %:a_e:ﬁ*eatumaﬁ "%»a
them if th@y left the service Eaféra-vatir@ment, éw.ta their
estates if they should die.26 o
Mr. Cloud informed bhe Legislature thet at this late
date no satisfactory propoasl based upon scbtusrisl prineiples
could be a&%miﬁt@é to the pﬁesanﬁ_a@sﬂiﬂnq He, therefore,
recommended & systom of vetirement be submitted to the pre-
sent Legislature along puraly soclel lines simllar to the
pending Senate Blll Wo. 673, 1ntra&uaﬂ§ by Benator ﬁg Wa
- Bochester of Los amgemas. W, ﬂlgué further stated that thia

bill more adeguabely met the needs and desires of the beaghers

gﬁ“bid,, e asﬁ

26“»??&_ af h@ﬁirmm&n Systeme, Diate mf Qalifarnia
Part 1, A& Heport Prepared Oy the hagiaiative Kugltor te”%ﬁé
Joilnt . &agialativa Commlttee (Saeremento’ State Printing
foiﬂ&, 1@&%)3 Da 3@@ -
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than ény other plan thus far ?ﬁ@?ﬁﬂ%ﬂngq

VII. PAILURES OF SENATOR ROCHESTBRYS BILLS
I 1829 AND 1981

As the €alifornis Public School i@aﬁhe?é‘ Retirement
Balary Commlssion wes studylng the total Californis Yeachers?
roatiroment sibuation, the California Teachers &ssocciation bhad
declded to present no bill until after the findings of the
Copmission had been reported. It had further decided that R
after the Commission had wade its yacammandaﬁiﬁné the teachsrs
wﬂﬁlﬁ be msked bo reject or endorsge them;ga

During the 1929 session of the Leglslaturs u group of
teachers put Lforward & bill ra@wsating eonsiderable incresse
In the leather retirement fund, This bill wes brought to the
California Council of Education where 1t wes amended and acw

coptad by that group in December, 1@3@g3ﬁ- ‘The growp farther

2740000t of the Galifarnia Pubile Sehool Teschers! Rew

tirement ﬁaﬁarx Tomfiission, & Heport Prepared by the Lommission

To the Hombers of the Legisieture (Saaﬂamantaa State Printing
foiaa, 1929), i)ﬁ 18 .

gﬁﬁay ¥ Cloud, "Retirement Leglslmtion in California®
(Paper read ab a meeting of the Califomis Teachevs Assoclaw
tion, Hediremen® Commitiee, San Fransiseo, 1931)@

ggﬁ&liﬂﬁﬁnia Toachars Assccliation, $tmta Counelil of S
Eduention, minutaa, Decembar, 1828, _ o -
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instrueted #he‘axaautivs seore tary to. make a determined efs
fort to have this neasure passed.

| The bill was known as Senabe Bil) N@; 873 and was ine
troduced by regquest through Senator R@chastﬁrfﬁa it pwaviéaﬁ
that on the completion of 33 years of service, at least 18
yoars of which must havé been in Califowmia, & retirement
salary of £910 should be pald. Hach individual teascher under
ﬁh@ terma of the bill would have been reguired o pay 36 per

year, Should the teacher leave the service belfore the come

pletion of the rebtlrement fund, # refund of two-thirds of the

amount pald was to be refurned. In caso. of the death of @
teacher the vefund was 5o be mede to tho teachevis estate.
The state's conbribution in this proposed legislatlion

wes to meteh bthe combined contribution of all of the teachers
'ané way o vemaln in the fund lrpespective of whelher the
tencher withdrew from the service.

~ The leglelation was opposed by Governor €. G, Young
who elalmed that the.maasuré was unsound and too sostly o be
passed by the ﬁ@giﬁlaﬁure,!that there weve disagrecments
amongst the teachors, and that the propositlon should be sube
mitted by constltubional smendment to th@'ya$$lﬁaa1 %ﬁé

Sﬁﬁalifarnia Eegimlature, Senﬁte B111 Hoe %?5, January
. 15:3, 1929 (Saevamentos State Peinting 0fflcs, 1929).

Slsan Franeiseo Exeminer, April 16, 1929, pe 1.
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fioohester BHLLL mueaasafuily passed the Ssnate but died in

committee in the jAssembly. .

| Upon the close of the 1989 semsion, the Califormia E—
Yeachers Assoclstion began the siudy of a new meaéurec Quege o
tlonnaives were ﬁistriﬁut&d to diff@rﬁﬂﬁ.%aaahara’lmrggnixan
timﬁ&ifﬁv'éaggaatiansa' G9émi£ta$ ﬁﬁétiﬁgs qh_@hgratata'laval -
were held and finally en ldea known as & "modified perceniage
”fﬁiéﬁ“ W&Eraﬁﬁpﬁﬂéw iﬁ order that the propessl might be proes
ﬁarly pvé@ar@d and based upon sound cénaiéwratiani George Be
_Euék, é nationally known sotuary of New Yaﬁk éiﬁy, WaE Ofis
pioyad to prepare the bill.58 o _

;ﬁr; Taskvs p?ﬁpﬁﬁalﬁ ware thet the state should dee

poalt a normel asntributisn far.eaeh ﬁeachav_in the service
during easch year of servide, an& in aﬂéiﬁiam the teachsr
should hﬁ required té daposit 4 per eent of her sélarya In
.ﬁrﬁaﬁ that aléériy teachers who wuuid have vﬁfy few yeoara b0
'ﬁaéeh‘might be allowed %o retire on & {air salary, Hr. Buck
..éééaé an amount from the stét& to take care of the acerued
1iabiliﬁy for pasb ﬂ@rviea,. Under the péaviﬁiams of this rew
oommendation no teacher would have rebtired on less thén $500

yeﬁ years In the fubure, those rebiring would receive

- ®Buoy w. Cloud, "Retirewent Leglslation in Californis® R
{Paper read at & meebing of the Californin Teachers Asscela«. -
tlon, Hetirement Commlititee, San Fransilseo, 1851). S
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‘approximabely half of thelr annual aalary,5
A% 8 meeting in December, 1950, the State Council of

Bduscatlon felt that the cest of Mr. Buck's plan was tos hlgh .

and several amendments were weds Lo reduce the sosts°? The

ehangeg'ware incorporated in & bill during the 1981 sesslon
@f tha Leglalabure.

| . The bili Wa&IKnawn_aa_S@ﬁ&ﬁa Bill No. 260 and was Ine
%raduaﬂ&'bﬁ Senator Raaheatevuﬁg Iﬁ‘failgd to pass lergely
due to tha:finanaial depresslon which was wiaeépreaﬁ_thvaugh—

~oub the state and nabion,
VIIL.  QOHCLUSIONS

The first state teacher retirement system wes ssteb-
lished in 1913 and met ﬁith 1ittls changs for twen%y@ﬁwa
yourds A8 the years ?&aaeﬁ,'thé“neﬁé for g more adequate
retivemeont system became wore widely recognized as 4id the
need for sound finencisl organization. Those teachers who
peraisted in thelyr study and efforis for lmprovement of the

system wet defemt after defeat but sconidinued thelr cempaign.

83114,

54ﬁalifprnia Toachers &saaaiétiany Stabe Counell of
BEdusation, Minutes, Lecember, 1930.

580a1ifomia Legislature, Senate 11l o, 260, January
19, 1981 (Sacramento: State Printing 0ffiee, 1981),
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This eva of California teachers' vetirement night be
degeribed as a perlod of groping. Both teschers and the pub-
Lie had t@‘beeama informed on the costs of rotirement, the
necessity of financial soundness, and the mutual raﬂpaﬁaiﬁil-

ity towsrd each others




CHAPTER V
FIXED INGOMB PLAN AUGMENIED PY ANNUITIES

The meny studies and at%amﬁﬁa B0 ahaﬁg&,%ha 1913 re~
hiraﬁenﬁ laws inoressed the understanding of the problems ins
vmlﬁad by both leglslators and the publie. Probably no other
“pabttern could have served aé woll., The pecple of the natlon ‘ -

- were becoming more snelsl conacious under the Hoosevelt Ad-

ministration, and al though national financlel condltions were “;m_mm__
#till in a depressed sycle, ithe Californis legislsture was

ready to assist the teschers in obtalning a better plan of

retirement. In this splrit the 1955 gosslon of the lLeglsla«

ture convenad,
Le PASSAGE OF ASSEMELY BILL 794

A% the Décember wmesbting of the Callfornis Teachors Age
soclation in 1934, the Stute Couneil of Education aﬁyrmvad ] [ —

3 Thig was a compromise to

new measure for bteacher retirement.
the 1931 pill snd vecognized the Legislature’s desirs to help
teschers by 1te unwilliingness to appropriste lapyge aums of

Money .

_llﬁalifmrﬁia Teachers Association, State Counell of —
Edueation, Minutes, December, 1934, e ——— —
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The measurse was propozsd as Apsembly Bill No. 794 and

was introdused by Jobn G. Clark of Long Beach. The bill wes

Lo

2

Ba

4

Ba

&,

T

Be

- gublect talmany emendments and as finally enacted provided

the fallqwing:ﬁ

Taeacheps! ¢bnﬁrihuﬁiana for odrrent servige wers
inereaged fﬁ@m $12 to §2¢ annuallym

Paymenta few pelorp servia@ yare lnoreassd as of
gune 30, 19%59 from $12 to §R4.

The smounts in items 1 and 2 were vefundable withe
sut Interest 1f 2 mewber terminatsd service be~
fore qualifying for beneflts.

Beneflts were inereased to (600 per year aiter 30
years of service, with the gsame pro rste allowance
1f the person retired for disebliisy with lees
than 50 years,

‘Benefits from the Permenent Fund (Item 4) ware
payeble in full after B0 yerve of service, regard-

lesa of age &bt which the retirement wes effectlve,

E stabe alloestion of B per cent of the inheriw
tance tazes wes not changed.

Eaeh #chool dlstrliet was herealfter obliged to pay
%12 por year for each member amyleyeé by the dige
triets _

An sonulby was established whiah wRSE manﬂatary o
all new employees after July 1, 1935 and optional
to old smployess who were not conbribubing fo a
local system. The snnulity was ealled the Annuity
Deposit Funds lembers would convrlbute 4 per cent
of their salary, of which L84 & year would be
eredited %o the perman&nt funﬁa

ﬁﬂalifarnia Lagisl&ture, Assembly Bill Ho. ?9&, January

24, 1935"’(‘;€’aa¢mmntm State Printing Offlce, 1035).
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%« Deposltes would be accwmulated at interest and
would provide an snnulty upan 8 menberts retivew
ment. HNelther the stabe nor the local distriet
ware Lo contribules to the fund.

10, 4 vebtivement invesitment board was established in
lieu of the exlsiing excluslve suthorlty of the
Depurtment of Flnance. The new board conslsted

- of the Superintendent of Publie Instructlon, the
© Stete Conbroller, the Dirveator of Finanve, and two
teachers who were appointed by the Beard of Edus
cablon, i
1l. The State Bosrd of Edusation cuontinued %@'hava
- explusive control on the administration of the
fund. T T |
The legal changes in 1935 were a distinct a?vanaa in
the wretirement system, but were noi the final soiﬁﬁi@h9 The
establishment of an snnulty fund wes a step forwerd from the

traditional fized income plang,. Likewlse, the shifting of 2

psrt of the burden owm the losal district hed 1ts advantages,

- partileulariy in obtaining thelr aﬁda&at&mﬁiﬁg'af the cosbs

of retirements
IT. ORGANIZATION OF 4 TEADHER ABTIHEMENT SYSTEM

From 1ta origin in 1910 through 1958, the retirewent
- gystem wes & pert of the State Board of Education. By sobion
'éf the Leglislature In 195? cortaln leglslatlion was enacted
which sltered these conditions ms followss

1« A teachers' retirement aﬁatam wag set up as 4n

entlty ﬁapgf$te and apart from the Depapriment of
Bduention, ' : ‘

3, .‘ o
Statutes @nd Amanﬂmant% to the Uodes, Galifornia,
1987, Ghapﬁag 686, Peebion Db Qe . ' '
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8+ The system was to be managed, except for invest-
mant of funds, by the Tepchers?! Bebtlrement RHoard.
~ Nembership was to be composed of mewbers of the
State Board of Hdueetion and th@,appaintiv@ e~
bepre of the Rebirewent Invesiment Board,®

15X, FISANGIAL INSTABILITY

~ In 1939 e Dbill wes introdmeeﬁ{in the ﬁssémbly-whieh
wamlﬁ=ha€s inereased %haamﬂmb@ra*:eantriﬁutieﬁs 0 $60 por
- y@éf but would not heve changed the status of elther the stais
or district aanﬁwihatiaﬂﬁﬁ The blll provided for an asllowance
Cof FL00 menthly for thirty yeervs of service. It was btabled
_1n-apmmittea a8 1t was @pp@émé by all authorities on thisz sube
Joot, iﬁ@luding the Californle Teachers! ﬁss@siaﬁianas
Purlng this peried many groups had divergent views on

“the tople of vetirement though esach had one objeetive in com-
won, incressed benofits. In the preceding paregraph is a typ-
1&@1 exapmple of & plan submitbted wlthoud much thought to its
valiﬁityg To undevastand hattar'whaﬁ was haopenlng, ssveral
wots of tables should be sxamined and thelr ﬁamifiaatioﬂs EX=
. plored. Taeble II shows a compiletion of inamme and disburae-
ments under the Parmaﬁaﬁt Fund for the three years of 1937

~bhrough 1968 The total income of the Pund fow aéch of the

%111d., Seetion 5.820,

5§alifarnia Teachers Assoglation, Stete foungil of
Education, Minutes, Retirsment Commitlee, 19569,
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TABLE 1T
- INGOWE AND DIS BUASEMENTS UNDEA THE
© . PERMANENT FUND
1. INGOME 1957458 - 1058-39  1980-40
Statets cantrim-; | | - _“
Cbublone=8E of ine o j AT .
heritence tax . . $287,109,05 {523,076.228 {418,597.47
€+ Interest on ln= . ‘ |
- ves tments BO5,096.49 432,558,656 - 458,442,.80
Interests on ¢one o
tributions in - ' I
- aprears 2,938,709 45,830,43 3;528,14
4. Districts’ con- S | |
| tributions 545,081,768  581;828.,75  DB0,256,40

Se

ry

Rz

B
10,

. regignatlon
Death benefits 8, 948450
fdminlatra tive
cos s e B8,883,81

11,

Jotael Income

‘glliowances

Yenberst conbpie
butions

II. DISBURSEMINTS

diptirement

- Hefuad of Gone

tributions’ upon g o
28,527 .53

Total dishursew
ments

1,110,088,61 1;141;9@0.15 1315$g$ﬂ?§41
----- &e 5&&,@?&,?243 685 1&@.15%a,a13,59@¢aa

H1yB30,642414{L,459,676.12 ,823,506,09

64 ,870:40

46,079.64
11,354,688  16,621.32
B1,948.71 | B3,877.38

$1,896,781,78 1,529,0563,00 1,938,876,07
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TABLE LI {Continued)
12+ Exgess of in- _ T
comé over dis- : o .
. bursements {1,041,680.94 Y1,166,115.16 § 674,718.15

. Burvey of Hebtire ent Systems, State of Callfornis, Part
_1, A Report Prepared by Luo Jeglsla tlve ﬂué&tor to the Joint

Leglolative Commibioe {Sacramento’ Sisbte FPrinting Office, '
1%‘&)* pa 5T ‘ S
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years exeveded the total disbursements by s sizeable margin.
However, the iﬂsf&bi&iﬁy of the Fund wes wmade eagnizant by
the faet ﬁhat thla margin of difference was &ecr&&simg'rathar-
than Inereasing. Yhe exceas of income over disbursements in

- 1987 was %1,041,589&@%9 while in 1939 it_h&ﬁ'éaaveaaaé to
 §674,718.16. | |
| | - ¥able II also pointed out that lncome based on iﬁh@?“
|  i%anee taxes was & fluc%uatimgianﬁ irre@ular faetors The pange
of income in this cstegery increased by nearly 200 per cent
from 1837 to 1858 end then decreased almost 20 per sent from
1958 to 1939, | |
By the evidence shown in ?ablé I1Y it wans sppavent that
.thé rabe of retiremend was accolerating. Thls was probably
due Lo the fact that many people had doferred retirement bew=
eaa&é of wnsatlsfactory benefits and had reached & time when
theyiwéré being relsased from service by application of tenure
law. A% the elose of the 1939 school year ihe Los Angpeles
Sehool Distried terminated the sevvices of 350 teachers because
they had reached ape 63g6
For the ffiret time the retirement law requlred a perl~
~odio evaluetion of the system's Iinaneial strusture. Puch a

survey was made ag of June 30, 1940, from experience data

~ Scelifornls Teschers Association, Staste Couneil of
Eduestlion, Minutes, Hetlrement Committes, 1940.
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TABLE ILL ER—

NOMBER AND ANNUAL PERCENTAGE INCREASE
QQ HETIAED TEACHERS S

1920w1940
Wumber on o % of Inerease over .
Hetired Holl Prior Year
192530 1417 o Byb -
1650-31 - 1504 B4l
193152 . 1587 . BB
103235 1674 | B4
198854 1766 | BB
193435 1892 | 7al
190656 £040 7.8
198637 - 8290 18.2
195738 2456 7.8 | o
193639 | 2878 17.1

193940 3676 o ere

California State Teaehers' Hotirement &yatam, Departe
ment of ﬁaeorﬁ& (mﬁﬁb&m@nt@, 19857} .
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derived Ifrowm ths five preceding years! experience, end prob-
ably was the first ascurste evaluatlon ever made of the re=- |
tirement system. The previous e?aluaﬁimna of Leslie, Sundalw
finger, and Coates were neeossarily mmde om the basis ol sowe
assnmpﬁiana &8 regards separations and deaths., Defore refﬁnﬁgs
and ééath'bamefiﬁa were pald 14 was Imposslible to compile any
_.atatisﬁies in regards bo thess watters.

The actuarlisl balance ahaeﬁ propaved at thét-tima is
reflected in Table IV. %his showed that the outstanding 1i-
ability of the Perwmanent Fund was the present value of service
retivement sllowaneses to be grented in future years., This
itemy botaling over %&1%,&@9,&6@, wag to & lapge extent un-
funded. The ssme eoriticlsm mentioned In sarlier actuarlsl re-
poets was applleable, nmmely, that no graviaiaﬂ had been made
o fund the prior servics of persons still aetive.

ne of the contribubting feetors to the inevitable ine
'ﬁaivancy of the Permaneni Fund can be found in tha“éamparisans
of agtive and rotired beachers in Table V. This tablg reflect-

ad varying percontspe rates for five year periméé of the ine
ereases of active and retired teachers. 4%%a—@ﬁﬁeaﬁ%&§é—af
teachers veblring each year compared to the teachers slready
vetived was far greater than the percentage pate of new teache
erg compared to active teaschers.

Since the priasipel source of funds st this Llme was

teachers’ contributisnsg and slnee rei‘;izaeé mawbers were




TABLE IV

ACTUARIAL VALUATION BALANCE SHEET o
SHONING AGSETS AND LIABILIDIES OF THE CALIFORNIA
 STAYE TEACHERS Y PERNANENT PUND AS OF JUNE 30, 1840

53

| ABSBEIS
" Assets now held by the Permenent Fund. . » « « «$LB,506,978
. Present value of membera' conbtributions

to be made after July 1, 1840; other _ _
than contribubtions in arresrs. . . « + « » « » 16,416,175

Present value of active membsevrs? gonbrie
butlions in arrearfe « ¢ « + 5 % 5 v 2 2 6 ¢ » ¢ 9,997,854

Present value of vetired members! sontri- : o
butions In QPYQEPH.- » « ¢ » » w & » o w s a & » . ??1,157

Frogeut walue of conbributions to be mede
by school distrigts after July 1, 1940, _
for present wembers. o« o o o o = 4 5 » ¢ o » o B,208,087

Present velue of contributlons to be wmade
by the State sfter July i, 19404 for

pregsent menbersSs o ¢« ¢ 2 v » % % a ® % 9 B 3 ﬂ_:&;5$8ﬁ§23

Tothl A830LBs » o » « » « o o 8 o ¢ o o B 48,088,889

ﬂﬂfﬁn&@ﬁ ﬁ@giaigﬁ @ % & # ©° ® 9 & @« & e H & B4 B laﬁaggﬁ?gls.

Total a9gets and Gefielt « o « s o« o o HLEB,365,674
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TABLE IV (Contlnued)

LIABILITING

Prosent velue of all beneflis payable after
July 1, 18240 %0 astive members !

B %ithﬁpﬁw‘ﬁl hen&fitﬂa e % ¢ 8 & 8 = ® & ¥ & & @Qbﬁgl?ﬁ

bé_ Daabth benefitse » o 6 » 5 ¢ ¢ o 2 s » & wl;d&% 045
CGe isablillity retirement allowsnse. . . « .« 40,137,031
d+ Service retirement allowente. . .« .« .+ » .119 laﬁﬁéﬁﬁ

Present value of all benefits (gross) payable
alfter July 1y 1940, to members retired
: priar to that datﬁ

6. Disebllity retirement allowsnee. s » « « « 5,166,063
fo Service retirement allowanees « s & o o 18,461,087

Potal 11abllitieB. ¢ o v o 5 o 5 o« ¢ » (185,385,674

Survey of Hebirement Systems, State of Gallfornie,
Part I, % Roport Trepared by the Leglslative Auditor to the
Joint Legislative Committee {(Sacreamenio: Stabe Printing
Gffice, 1884), ps 37, - ' :




TABLE V

HUMBER AND PERCGUNTAGE INCEBASE
OF AGTIVE AND HETISED TEACHERS
1918 - 1940

55

Year

% of increase Fetived

sotive % of increase
Teachers over precedling Persons over preceding
- yeare yerrs
1015 .1?,112 | ”.*- i —
1920 .eégéés _. o 0  wme 590
1925 ~56;0i@- i s0 o 50
| 1980 ;év,éeél o ‘53 ” 1419 -45t
1935 46;3&1 | .._1 ;a 7189@- 25
194@ i@afaga. e 3676 04

falifornia State Teschers' Hetlrement ﬁystem, ﬁeparﬁm

ment of Records (Sacramente, 1987).
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increasing at & much higher rate than active members, there
was & strong trend ﬁe'hésteﬁ the time when @x@endiﬁures conld
be expecbed bo exseed revenues.

- Several bills wers proposad separately in the 1941
&agislatur@ by the California Temchers Assoclation, Cskland
Teachers Asscelation, and other groups ssking for lncreassed
beneflits, but all of these messures were defeated. The Lepgls~
lature felt that none of the bills provided any remedy for
the pr@blams facing the system and that there was a luack of

“unanimity among the teachers.

IV. LOGAL RETIARNENT SYSTEMS

In some distrlets of the state ﬁhere%ﬁ&s & strong

feeling that sinee the stete retirement beneflts were lnade-

o Quata, loeal distriets must iamke the initietive. This action

began in San Franciseo. By charter action in 1925 the certis

fipated and non~certiflicated amployees of that school distriet
were taken into the San Pranecisco Employees Hetirement Systeme
The certificated smployeses pald luto both the state and the

local retirement funds and received benefits from sach.

? i)
%urvax of Rebirewent Systems, sShtate of Californis,
Part I, A Report Prepared by the Legislabive Auditor Lo the
doint Leglelative Commltbee (3acramentot State Printing
Offlco, 1066), pe 37 |
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. I% was 1llegel forp pr&eﬁi@ally-all‘sth@v distrlet o
organize & local vetlrement system unless they had specisl
charter dlspsnsation. Yo bring ebout equalliity on this gitu-
- ation the Leglslisbure in 1989 epproved 2z messure, Chapler 854
'mr_the‘1@29 Statubtes, that permltted sehonl diptricts to esw
"~ bablish ieeal-syatama.& The law was very $pecifie with re-
syeet to contributlons and benefits and wes greeted with
little enthusissm, {or no addiiiensl local aystaﬁs WErey o
éabliahaé under the aot,

_ Through the 1830%3 teacher groups in the larger citles
were ?ﬁ@ssuring thelr legisla bors for assisbence in the repesl
of Chapter 8B4, ﬁhis was Plnally aeﬂ@ﬁpliﬂhad in 1837 by the
passage of Chapter 59, which gave more independence to local
districts In eresting local ?ﬁﬁi?ﬁﬁ@ﬂﬁ*ﬁ?&t@ﬁﬂwgﬁ Az o vosuli
the Los fngeles Dlstriet e&t&hiiﬁh@ﬂ a loeal system of retirew
ment five monthe after the passage of the ﬁill:anﬁ waa folw -
lowed by San Dlego two years l&ter? Both of these dlatricts,

a8 well as Ban Francisco, had systems which provided for

8statutes and ﬁmendm&nﬁ& Lo the ﬁaé@ﬂg ﬁalifmrnia,
lgggg Chapter 854 . -

3“ﬁatutaa and Amendments ta Mg“ Codes, bﬁlifﬂ?ﬁiﬁ;
1957, ﬂﬁﬁ? ar _
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benefits for prior and current aarvieenlg

Ey the same act Uskland established & system in 1947 1}“m_f“m
fﬁr bh& purposs af gravi&lng prior service b@nafitﬁ for sep= .
- vioe rendered before July 1, lﬁé%ull |

Little éiffieuity was disc&rnad wh@n the fiﬁﬁﬁ loaal
 w@tiremanﬁ system was agtablished., Ior exasmple,; San Ey@aﬂiaﬁa
- teaschers each paid an ennusl twelve ﬁéll&r emnﬁéib&tiaﬁ to
the state in additlon to thelr 1@#&1 eontributions, However,

diffieulties were envisioned very quickly when move snd more e

L:ﬁrasaurewaa placed on the Lﬁgisléﬁuve Tor @ ﬁﬁatﬁ‘ﬂyﬁ%am wilth
 increased %amafiﬁs_anﬁ %ha_a@éam§anying inerensed sonbribu«
“tiaﬁau is 8 r@ﬁuﬁt Qénata BL11 Ho. 2&9 Wé& Introduced in 1920
by Benator Eaahﬂa%@? bﬁt failsd to pess, This bili would have
exsupted ﬁaaahﬁra who helaﬂg&ﬁ to.a local sy@tﬁm fram partiw
"aipating in the ﬁtaﬁe $ysﬁem, unlesa a majarihy of the meubers
of the loecal woted to do saugg in ghe lﬁsﬁllaw it wes mede
optiongl as Ho whethar mambaéﬂ of a'laaal aystenm partlicipsted S —

18

in the annulty fund,™ beecause thab fund was composed entirely

Q&urva af ﬁatir&m@mt ) atams, siate of Seiifornis,
“Pard I, & Heport Prepaved Dy the Leglalat Tive Luditor Lo the .
Joint Leglslative Comml ttae (&aefaﬂ@utﬁs State Printing
Office, 1954}, pe 38, .

Miptg., ps 38,

' 12¢a11romia Lagialatura, ﬁﬂn&bﬁ 3311 No. Eﬁﬂs January it
19, 1981 (Bacvamento Stute ﬁrinting Office, 95")9 aaehimn 5.1430, )

lﬁbalifeﬁnia Legialatuva Aasembly Bill Ho, 794, Januva S
- 24, 1985 {Sacramentos Siate @riﬁting OfT gaaﬁ 19357 . — e
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of teschers' contribdbutlons.
In 1943 Agmenbly BLL1l Ho. 1107 was pessed by the
Leglala ture bubt vetoed by Governor Warren that waul& have
presented & new concept of the relationshilp between stalte

and local retlirsment aystema.?é

This blll provided that mew=
bers of a local aystem pay into the Permanent Fund {48 per
year while their distriet contributes {128. Ié.pravideé a
benefit of $50 per month afiter thirty years of service. Heme
‘bers of & local system could also meke special contributions
%o the snnulty fund and r@e@ih@ any additlional annulty daw=
rived from thelr contributions. The non-loeal wmembers pald
actuarial retes that renged from 4.80 to 7.71 per ¢anﬁ¢ Their
bemefits were to be derlved after thirty yeers of sorvice ss
followa: ©30 per mﬁﬂth, sen ennulty amounting to the sctuarial
equlvalent of thelr conbributions, and a stste current agrvice
pension of one~jquarter of the amulty from the state pension
fund ,+9
Governor Warren in vetolng the blll stateds It 1z
wmy considered opinion thet Assembly Bill NHo. 1107 should

be disspproved, prineipally for the resson that nelther
the Leglsleturs, nor the publle Iin genersl, or myself,

lCalifornie Legisiature, Assewbly Bill No. 1107,

Antwippinr sl

Janusry 18, 1943 (Sacremento: Stsbe Frinting OffLlce, 1943),

_ 8survey of Resirement §§%temﬁg Btete of California,
Part I, A Report Preparsd by the LegLolative Audlitor to the
Jolnt Legislative Committee (Sagramento: State Prinklug
Offlce, 1954)y P» 304 |
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heave a eleasy ploture of all its compliecations. No thope
ough_a%uﬁy on behelf of the state hes been mede to de- )
termineg the relative finaneisl reaponalbility of the [———
teachers, the local districts, snd the state. fThere
are in the mct what sppesr to be inequalibies between
the contributions of the teachers In the smaller and
Jarger communities. If this ig true, the teuchers in
the smeller distrlets which usually pay lower salerles
will, throughout thelir lives, Le carrying s heavier
burdén then those in the larger districts with higher
gsalaries end loeal retireuwent districie. To nave one
group of bveachers paylng more and reecelving less and
another group paying les and recelving more eventually
agaln would dlsrupt the sysitem bscause no group will
permanenily earry a porblon of the load of another withe-
out eventually b@saming ﬂisaatiafledg _
| Loeel retlrement sysbems were eatahii&hed to aasiat
t@aehera in abtaining #n aé@g&atﬁ ﬂmtiwement allowanc@u ?ram
soon after thely lngeptlon uﬂtil th@ 1943 Lﬁgialature e&mn
vened, these local systema plagued the grmupa who wersg ab- -
tempting to develop a atate system that was both adequetbe

and eqgulbable for oll teachevrs.
Vo CONGLUSIOHW

In l@&& great strides had been made when the State
fenchers?! Retirement System was made a soparate entity snd
an Annulby ﬁaviﬁgs‘?lan was sdopted. Heverbtheless, Ffrequent
abtempts by wany tescher groups throughout tthe sbtate were
valnly made to lmprove ithis system. Growth In the number of
ratired taaehews smphesizaed the zinaﬂcial lnatabilitg of the
plma. -Begments of tﬁaahera thraugh 1@@&1 Byﬂtams supylamenﬁed e
thelr benefits by belonging to bobh the stste and loecal funds 7 7
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and had 1ittle toleration For the many bteachers who wers
aonfined to the staﬁ@-piaﬂ slone. _‘ |

Indeed, In eight short yeér# the beachers retirement

ayatem again faced a crisis of evergrowing problems that re«

guired golubion.




CHAPTER VI
| COMPULSORY ANNULTIES

When Governor Harl Warren vetoed the retirement bill.
of 1943, he felt that the temchers' retirement sltuabtion
should be studlied by all intevested partises. Warrven promiged
o sall & speelal ssaslon of the Leglelsture in'lséé for the
‘Sole purpose of dealing wlth this knotiy provlem, A8 & re~
suld af this promisze several groups in éénjunatiwn with the
Galifornia Yoschers &ékeaiatinﬂ hegan to raavgluate the slitu-
atlon. Th&ir sbjeetive wes o stwdy possible sclubtlions that
would bring tﬁgathﬁr members of loecal aysﬁems_with tﬁa&e in
the state system and that would meet the spproval of the Lew

glslature.
I, FINANCIAL CONDITION OF THE STATE SYSTEM

That the time for a serisus reappraisal of the State
Retirewent System was needed can be gquilckly undevstood by
comparing the income of the Permenent Fund with the record
of ¢isbursements. This comparison ils illustrated In ?ahle%ﬂ
where 1t wae shown that the lueome in 1941 exceeded expendie
tures by over 400,000 while in 1945 this difference had de~
ereased o less than 19,000, |

The report of the retirement aysiem given in Table IIX |

{page 51) shows thet in the yeay 195738 disbursements werve




TABLE VI

IHCOHE AND DISBURSENENTS UNDBR THE

PREBANSHET FuUND

1940 - 1943

Ie inaame 194041 1941 42 1942-43
1. Inheribsnes tax § 526,498.26 ¢ 5Y2,475.78 § 402,044.98
2. Interest 475,825, 77 480,521 ,05 _477,900.98
; 3. ‘Teachers' eontributions 1,181,280.11  1,135,869.33 _1,254,188.14
; 4. District contributions 591,085.56 612,094 .60 614,207.20
| 5. Total incoms §2,774,637.70  §28,798,958.66 _ $2,748,354.96

iI. UDisbursements | | ' _ _
‘ 6. Cperation $ 36,165,789 $ B59,830.40 ¢ 42,001.60
| 7. Equipment 374 .30 652,84 1,081.70
i 8. FRefunds 75,284.64 122,423 .56 104,383.45
9, Death benefits 18,854,853  19,380.05 23,429.30
10. Betirement sllowsnoce _2,894,825.5¢ _ 2,342,218.80 _ 2,560,076.89
i1l. Totel disbursements §2,355,504.50  §2,524,209.65 §2,729,911.94
he L Sarvg%'ggﬁﬁatifawant3ystams of Galifarﬁi&, Part I, & Heport Prepared by
azislative Auditor o the Jolnt Le

gisiative Lommittee {Smeramento: State

£9



64
‘equivalend to 56 per cent of the incowme, which was considered
a rather safe margin, In Table VI 1t was shown that dﬁriﬂg
: the year 1942~43, the mergin had dropped end expsndlbures
s ﬁ@r@_@ﬁ@r‘gg per cent of thé current ine@mﬁ.‘ A% thls rate
. inaeme would soon be exploited to pay off prior cloius withe

Qfaut provislon for the actlve membership.
If, RETIGEMENT LAW OF 1944

Tho Assembly appointed a committes ln 1943 under the

i 0 prepare suitable

ahairman@hip of Assenblyman Bayshore
leglelation for the teacher retirement problems. This was
done with the asslstancs of many of the teschers in the state
and pariticularly of Loulse Beyep Griél@y,'a'struﬁg leader fop
teacher retirament interests. Assemblymen Bayshore's bill
_ was pessed in the Fourth Extrsordinary Session ef_thé.Lagis«
lature In 1944 and signed by the governors The principles
ip thls weasure were followed almost in toto untll 1956,

| L@adiﬁg provisions of this meadwrs, as Ilncorporated
in Chapter 13 of the Statutes and Amendmenis of the Californis

~ Gode in 1943, were as followss®

iﬁurv&g‘af Betirement Systems of Callfornls, Part 1,
A Report Prepared Dy the Leglsisbive AUGLGOT 6o the Joint
Legislative Committee (Sacramento: State Printing Ofrice,
1954}, po 39 o o ) ‘

S 23tatutes and Amendments bo the Uodes, Californla, 1943,
~ Chapter 13, ' | o
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The Teacherst? Annulty Peposlt Fund was vebained

but permitied no new deposits. Upon a teacher's
retirement such deposits plus Interest would be

used to provids an additional annulby.

The Feruwsnent Fund was contimied. Hembars?! gone
tributions were to be lneressed from §24 to §60
por yoar, District econtrlibutlions were to vemwain
at $12 per yesr. In lieu of the inheritsnce tax,
the slate was required to appropriate annually the
gmount of money necessary to pay the Permsnent Fund
sllowsnges of that year as were not provided by

the annulby of the Individual retired members conw
tributiﬂnﬁ after 1944 and by the district conbri~
butions. Three nillion dollars were appropristed io
mest the sbatel's obligation of 1944«45, Yenefiis
were to be paid any member after 30 yesrs of ser-
vice gt the rate of $580 per month or prorsted if
the member retired with disability ln less than

0 years of sevrvice. Honler from tthe Permanent
Pund were to be used for cernin iﬁmreaaea o teach=
ers who had slready f@tifsd priop tm July 1, 1944,

B&tiramen% Annuity Fund was Q?gaﬁiﬁﬁﬂw Particips-
tion was mandatory for all teacherg emplayed in the

public school except menmbers of a 190&1 rebirement

system. Teacher contributions renged from Z2.53 per
sent Lo 4,85 per cent dependent upon sge snd 50X,
Sueh roates were based upon thelr ability to provide
an annvldy equal o one halfl ¢f the benelit lor
current aerviaeg gontributions were required on
the lrst §3,000 of snnual salery. BHBenefits were
1imited to %hat celling.

The state was o make annusl conbtributions suffle
clent to pay the total allowances of the current
year thal would not be provided for funding pup-

poses frow the mepbers' sceumulsied contribulions
for eurrent service. The sum of {60,000 wag appro=
gwia%ad to meel the ostimated atate cﬂsb for 194de
Ea

E@ﬂefits for gepvice after July 1, 1844, herveaflter
oalled current serviece, were an sllowsnece of G076
per 100 of serned salary not to exceed $3,000 in
auny one year, Prior serviece benefits, sewviee
pendered before July L, 1944, and not including
any service undery s local retirement plan were
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based on rates dependent upon years of service _
rendered after July 1, 1944,  Table VII explains
the proecsedure used for deltermining rates for these
prioer zervice benefits. _

Credlt for prior servies was 1Lmitad not %o excced
40 years.

fredit for both prlor and current service was pay-
able in full if a member votired at age 63 or overs
A Giscount factor was applied to such service if &
mewbor retired beforve 63,

4, Winlmam benefits were gu&rénﬁe@d Yo any mewmber re-
tlring after July Ly 1944, of an amount doteling
180 pey cent of his Permesnent Fund Allowance.

Be ﬁptiﬁnal'madifiaatimns of allowantes as an insupe
ance for & member's survivors were offered sunjeetd
to the eleation of the member.

6., HRefundeg of all conitribubions were payable to memw .
bers upon separatlon from wembsvshlp by resignetlon
or death. Perumanent Pund conterlbutions were ve=
fundable without interest, while contrlbutions to
the Hetlvement Annulty Pund were vefundable with
intereat,

7« Outeof-state teaching serviee btowards resivement
was granted only to those mombers who had been
mombers of the retirement system prior Lo July 1,
1944, and whose onbwofw-state service was rendered
prior to July 1, 1844,

The chlef opposition to Chapter 15 of the 1945 Califore
nis Statutes wag posed by those districts with locs) retivew
ment systems. These distriobs were faced wlth a problem of
double tazetion. They recelved no sharse of the wmonies appro=
prlated by the stabte for ths Amnully Fund or the winlmum al-
lowsnce from the Permenent Fund, Such costs for benellts to
teachers anlvesdy rotived under a local system had to be cone

tributed entirely by that loeal syatama' It waé agreed that
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TARE VII
PRIOR ZRRVICE ALLOVANCED POR ANNULTANTS
Service Hendered Alter Anngal Annulty
July L, 1944 per year of
' ¢radited servies o
‘Less then 6 months $5.00
6 months or more but less than £ yesrs | - 4,00
2 years or move bui less than 4 vesrs _ ' 5,00
4 years or wmore bubt 1less then & years | 600
6 yeers or more but less then 8 years - 700
8 years or more bub 1@5% than 10 years 8.00
10 years or mors | | .00 -

Stetutes end Amendments to the Cpdes, Galifornia, 1043,
~ Chapter 1d. N - S '
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this problem W»:mlﬁ be werked oubt in the 1945 Legislature
where the law was amended to pravide fsr equitable subv@nw

tions bo distriets maintaining laaal retivement ays%&ms,a

III. ABENDNBNTS OF 1947, 1949, 1951

Wish th&'iner&aéiﬁg‘sﬂsta of 1iving durlng World War |
IT and the 6@¢ﬁeasimg value of the é&liar; retired temchers
Ware fa&ad with some ﬁﬁ vious 'inaﬁalml difficuities. The ine
oressed nllowances of the 1944 lew were not sufficient for
p@ﬂplﬁ‘Wiﬁh a fix&@-fétivemﬁntrinEama to meet thig ora of ine
fiation. Almost immgﬁiaﬁeiy.retiraﬂ'téaéh&ya'thréagh %heir
state @rganiaatiﬂﬂ‘ﬂn@ aa%iv&-t@aﬂhars'ﬁhfaugh'%héiﬁagifufnia
T@ééh@ﬂs hAssoclation began plannlng for lnereased allowancses.
| The first of a aawiaa of smendments Yo increase the
allawaﬂaaa of the State Teschers' Betiremend System was the
anae%menﬁ of Chepter 803 in 1%&?54 ﬁame of its major provis
sioﬁs were aﬁ.f§l1&ﬁ5§
| 1+ Allowsnces Tor prior service benefits were io be
© increased te $80 for each yesr of prior service

rather than varying amounts based upon years of
gerviece after July 1, 1944 g8 ghown in Tahle VITe

S%vveg af ﬁaﬁiramﬁnh Sys bemg of Callfornls, Part I
A Rﬁ?@?ﬁ vepared by the gis%a%ivs Kudltor bo bhe 3a§ng
Leglslative Committes (haeramenmas B3tate Frinting ﬁffiﬁﬂ@
1954}, pe 41. . ' '

4ﬁtabuta$ Bnd ﬁm@nﬁm@ﬁts t@ the Sodas, Californis, 184%
‘Ghapter
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he

evease Iin payment from the Permanent Fund.

wrought in Item 1 resulted in slzeabls lncremses 6 all rebived

teachers.

The syatem was Turther changed in 1947 by the addiiion

of Chapter

lowing changess

le

2y
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Sueh inereases glven to retired teachers would be
based upon thelr ages at retirement.

Benefits from the Permenent Fund were limited to
$600 pay year or were prorated, depending upon
years of serviece rather bhen using the fund to
weke 8 guaranteed minlwmum retirement allowance.

The mexlmum earnable salayy on which econbributlons
end bonefits for the Annuity Fund were based was
ralged Prom 5,000 to §6,000 per years

law as stipulated In Ttem 3 above caused a degw

1508: The provisions of that chepter wmade the fole

%

A1l mewmbers of the system with L0 or more yvears of

service, includlng 10 of the last 11 in California,

wore ellgible to retire for service or disabliiby
and roegelve banefits {rom all funds.

T gquallfy for sevviee rebirement the mewmber had
to be at lesai 58 years of apge. He was then eli-
gible to file en applicebion al any future date if
his laet day of serviee wag on opr niter Octobeyr 1,
1947 I1f bhis last day of service wsg before thet
date, he was regulred to File his applicabtlon

-~ within two years. Failurs to spply within that

3

period requirved a membar to return bo serviece forx
two yesrs bto reinstets his rights to a benefit,

The privileges of the mﬁmhar to withdraw his Gon=
tribublions were not shanped i he éiaqualifiaé
himsslf by this law.

ﬁﬁtat tes and ﬁmanémenta o the G@éeg, Galifafnia, 194%

Shap tey LB

However, ithe chenge




70

Prior to the meeting of the &@gislgturglin,lﬁéﬁg the ..

. Californis Teaschers Assoclatlon haé_ﬂav@lepaé fﬁvtm@r requests

for increased retirement allowances snd benefits.

GCogts of

'thege{imcr@asea would almost double the ourrent rabte of cone

tributions made by teachers.

fﬁambaysigf_the organizationts retlirement aammi%ﬁae-aﬁ to wheth=

ep teschors would be willing to agsumw snah.reapanﬁibilityu

| ﬁéﬁhars of the
“of their districts to the December meeting..

. that an overwhelming majority of teachers from all parts of

Grave doubt was feli by mény :

$tate Councll wers asked te bping the veastions

Their poll showed

_the state were in favor of the incressed benelits and allow-

. 8
Enced.

The Leglslature of 1949 gave a reml hoost to the bensw

“£its snd mllownnces of the teschers' retirement system when

it eadded Ohapter 1158 to the Statutes.

ma jor changes se fﬁllﬂ%ﬁ%7

1. Prior servige benefits were rslgsed from $80 to 135

per ysar, an increade of 78 par cent.

This ehapter provided

'aq Current service haneflits were incrsased from %78
to §1.28 for esch $1L00 of salary wvarned or an in-

sreagse of 66 2/3 per senb.

ary for which beneflts were brsed raune i

 §5,000.

ﬁﬁalifovmia Teachers Assoelation, State Counclil of Edu-

cation, Minubes, 1948.

?ﬂﬁaﬁutﬁg and Amendments Lo the Codes, Galifoyniay 1949,

Chapter L158.

Limitations on the sale
ned nt
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3« The ege at which full benefits were payabls from
~ the Asbirement Annulty was changed from &9 years to
604

4. The gualifylng age for service rebirement was rew
éueaﬁ from &8 Jears to 55 years.

By %ualifi@é members could apply st any iﬂtﬁf@ date
1T the last day of service wuss rendared sfter July
1y 1985y insbtead of Oobober L, 1947. If no sep-
vice hed been rvondersd alter July, 1938, the member

had to reburn %o serviee for iwo y@&rﬁ o @ainsﬁata‘

his eliglvility.

Gs Death benellts were alaa'imcluﬁaé for setive tesche
ers before retlrement as {ollowst

8. Permanent Fund payments since 1936 were returned
- without interast,

be Amnulbty Fond psyments weve ﬁ@tuwnaé plug intop-
gats

¢s A benelfit was glven by the siate @qmal to 1/12
of a yoear's gslary for sach completed year of
membership =ervice not to exdsed pix veave.

These gdd@ﬁ benafits byaﬁgh% g 80 per gent inereasge ih
the tﬁﬁ%h@?ﬁi‘ﬁﬂnﬁrib&%iﬁﬁaag ﬁha&@ vates become effectlve
July 1, 1950, Some boachers felt this increased deductlon
- from their wonthly werrant a herdship. This was trus pavhic-
ulerly with youngey married beachers who were on the beginw
ning salary schedule and whose financlal needs wers gresbesty
~with o growing familys. Those t&aﬁhérs frequently introduced

‘and propoded srguments. foy soclel securily thet resulted in

Ew
urvey of ?@tirsm@nt Systemg of Gallfornia, Pars
A ﬁﬁporﬁ“@raﬁaﬁgﬁ'by the Legislative Audltor to ﬁ%; J@Inﬁg

Legzislative Commlbties (ﬂaaramenta. State Printing Orfice,
1904)3 P ﬁﬁf :
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mEny heated discussions within.taaﬁher greuﬁa for the nexi
several y@arsa .. | | |

Chapber 1157 was also added to the statutes in the
_ legi&lativ& ﬁeaﬁian of lgéQnIIThiﬂ @hﬁ?ﬁmr"dealt with leglae
1atiﬂn Gﬂﬂﬁ@ﬂﬂiﬂ% 1@@&1 ayst@mﬁ and the a@tisnal me@ifiaatimn
glmf retiﬁamant allawanﬂﬁsqg it gvapamt&@ﬁ han@fits o any

member of 8 local gystenm equsl o what he would have received

1f bhe had been a meomber of the atate system. Thilsz was approved

. by the L@gi&lﬁtuﬁ@ paeaua# that body had inéreﬁa@ﬁ the prioy
gervlos payménﬁs iﬁ 1947 end again iln 1949, ﬁhéptéf 1157 furs
ther provided for coptiosnal modification of the vetiroment ale
‘:1ﬁw&naa from the ?é%manenh Fund &8s well as ihe Annuity Fund.
thess alaaﬁiﬁns eonld only be maﬁa‘at the btlme of retirement.

Two maln iaauﬁé were taken to the Leglslsture in 1951
by the Galif@rnia @%aéha?s'ﬁaaaﬁiaﬂianﬁla Thia Grganiaatian
had & bill iﬁﬁr@éuaad to raiae the limlts of aawna& salary
Upon whiah mambawal beneflits and anntributimﬁs were based Gﬂ@
another bill %o assist San Diegoe in aaauring leglslatison to
dissolve its losal fativamént sys tom.

The first of the two bllls was of particular intevest

“to sdminlastrators end tesmchers in the bighey salary brechkets..

g

mmm

ﬁtatutegjaﬂﬁ Amendments to ihe Codes, Galikﬁfﬂiag 19@@
Chapter 1154 o

10
aabioaaminutaa, 1950,

Saiifornia Tesmochers Aﬂ%&ﬁiﬁtiﬂﬁ; State Ceounecil of Eéu-
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Both gvaups‘had been étu&ying the Galifornis Stete Buployess
Retirement Systew. This sysbem based 1t retirement benefits e
on the total salary eamed by an employee rather then on a
limited shere of the mslary earned. Consequently, an lnequlty
wag involved between the beneflis of the two systems, alnce
members of the teachors! sysiem were limited to beneflts based
upon an annual salary of $5,000. | |
With the inereasing costs of living and the lnequity

wentioned ebove, members of the Californle Teachers Assoclaw : N
tion Hetirement Commlttee vealized that the allowances of
their plan had to be ineressed, As a result of thils need,
legislation wee introduced and enacted that removed the §56,000
celling. This was chenged to a no~limit ceiling on selery
garned sfter July 1, 19562, upon which contributions and bene«
£its were bawed for the Annuity Fﬁﬁﬂwll

| he segond bilil proposed leglslation whereby a loosl
retiroment system could be dissolved withoub penaliziag its [
mewbers. This need hed been dlscussed for several yesrs, S
ginee the benefits of the ztsie system were wapldly luproving
and in some cases surpassing those of the ;5@a1 aystems. 48

z mesns Ho faellitate such a dissolutlon, Chepter 713 of the
12
d

1951 Btatubtes waz engote and provided that no bteschey would

Hsyatubes and Amendwents to the Codes, Uslifornig, 1951,
Chapter 194, S ' o B

2141d,s, Chapter 713,
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guffer in the digsolubion of wny looal systbem.
| As a resuld of the aeh, the San Diego system was dige
solved on January 1, 1952. The menbers were lmmedlately
covered by the ﬁtata-Teaehara? Retirement System and the non-
certificated employees by a sonbtract with the Btate Hmploysest?
%yatém as g loeal ageney. Conbributions were tranaferved and
the members' excoss contributions were vefunded direetly to

the members themeslveg
IV, GUARAWIEED MININUM BENEFIIS

For a number of ysars discussion had centered arauﬁd
@xpaﬁaian-ef the retirement aystem for incresssd maximum benew
fivss This discussion came from teschers employed in the
wealthler dlstricts and particularly from the meiropolitan
greas. The per caplim ssssssed valuaticna of such districis
were relatively high s wag the slue of thelr bescher group.
The resulfant lncome permibted the payment of high salarlea
and the large number of beachers brought about strong pressures,
In 1881, the éamhina%i@n of these forces had removed the gelle
ing of sarnings for the Annulty Fund wpon Whinh bénefits were
.héaaﬁg

Following the 1951 Leglsleturs can%iﬁarﬁbi@ pressure
was exerited by the Hebtlred Teachers Association and other
teachers! orgenizations that a suiteble minlmum reblrement

salayy should be enacted lnto the laws of the r@tir@m@né;syatamw
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fecommenda tlons were madé Tor such leglslation by the Cslile |
formia Teachers Assasiatianlﬁl A3 a resulb, in 1853 the L@é—

islature passed lagislatian which gave the teschers a PLY0
par manth minimum rativrement aaiary f;w those oredibed with
 ‘50'yéara'af sorvice at age 60 or move, * and llberalized the

hanafiﬁs-far dlsability retivements . 0
Y. CORCLUSLONS

Ffam tﬁe begluning of the aﬂmpulabry'annuity on July
13 19é4, through tha-ﬁ@xt decade, considevable prcgras# took
‘place in @alifaruiaia_gyyéaach to tescher rati?ammntc' The

finsncial stebility of ihe system was esteblished so that at
no time would the expendliiures be greater than the income.
| Beneflis had heen increased so that it ﬁaé a0 1&ng@$.esaaatla1
far'laaal districts to form systems of thelr own, Limitﬁ had
been remov&d upon the cellings for Wnimﬁ tha aontribuaiama
t j ané banafitﬁ of tha retirament pnrnuity had baen haaads Minle
mum reblvement salarles had been estsblished ss had ﬁisability
retlrement paymenia. ‘ﬁt'had been & perioed of tyeméndauﬁ arowth
in beneflits fixed upon g strong foundaition of {inancial a%&biw

ity

1$¢alifurnia Taschers Aasaaiaﬁisn, dtate Gouncil of
Educatlon, %inuta&; 1082,

- 14“tatuta$ gnd Awendments to the Codes, Cfalifornis, 18853,
Cheoter 177G, '

51b1d., Chepter 935.




CHAPTER VII
CURRENT TEACHER HETIREMENT PLAN

ﬁq sooner had the 1imlt bagn ronoved for %ha éalary
base of the rebtirement annulby ian 18861 ﬁh&n‘a number of orga«
 nizationz Iell that the entire vellremeni system should be
_fﬂﬁﬁg&ﬁizﬁﬂ» Many of th@sa eritles thought the exlstlang sys~
tem had becoms Loo compllicabed for the average teacher to
: und&?s@amé¢ They looked at the Btste Employesest Sysiem whose
‘beneflts were computed slmply frow a base perlod of esrned
salary and whose average benefits were greater then the teache
- era? plan aﬂ& wanted a ehamg@.  3o strong was the feslliug for
a reorganlzation of the {eachers’ retlvement systom that 1t
wes brought to the atbention of every teacher in the stste for

the nexit several yars,
Is PLANS A ARD B

~ EBarly in the fall of 1985 the State Helirement Commlibee
of the (alifornis Teschers Associabion wet In the Celiforanis
- Hotel in Sen PFranciseo under the shelrmanship of J. Allen
_ﬁaég@a'ﬁ@ d&%&ﬁ@im& the epurse Lo follow for the fubure of the
- Callifornia Teachers’ Retirement Syﬁﬁ@mqll The committes was

divided into two groups, one to develop and improve the benefits

lﬂbserféﬁi@n by author, San Francideo, 1953a
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besed upon the existing systewm to be kﬁawn:as Plan 4, and the
seaondg to develop an enbtirely new plan o be known a8 Plan B ;*isvza
The two groups then a@nvaﬁaﬁ on the ssme day and developed
- tentatlive plang.

These two plang were further studled by the ﬁhala TG
Pivement commities préﬁeding the Deeember State Counell meat=
ing of the Galifornla 3%&#@ Feachers Assoclation. At the
Gaunail weebing hmth'glangg @lun the addivion of several smende
wente, were spproved for ataéy;g It was further recommended P
by the Council that these plane be submltbed to the Leglsla-
tive Interinm Budget Committee fov complete study to determine
coste and benelits, Th@ Galifornle Yonchers Amsocliatlon was
o &pyraﬁria%a'amch mﬂﬁéy nob éantrihn%ﬁﬁ by the Interim Come
mifttee as was necessary o determine the eﬁm§afative.éaaﬁs and
benefits for both the state snd the members, The Council also
formalated o resoliution that afler these cogts had been ascer-
| tained sugh Information mumﬁ ke snbmibtied Lo the mewbership ———
and a poll taken that resdy B

1. Is a change desiveble? Yes _ No

2¢ If yes, which plan is preferred?
Plan & __. _ Plan B |

gﬁaliﬂarnia Tenchers Assocelation, %ﬂat& Counell of -
BEdugation, Minubes, Beﬁ@mb&rg 19559 . S
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During the following yesr many comparstive studies
- wore made on the relative merlts of the two plans. The Gall-
fornia Assoclation of Eahoml Administrators distributed a
aamparativ@-SEQdy on various petirement systems and enthusi-
aabically supporbted Plan Bas fha Retivemand Commities of -
the Califomis Teachers Assoclation developed meny such eom=’
gérisoﬁa but made no deeision on vwhich plan to agaagt undil
- bthe fagts hed been gathered, At times there were heated are
: guments over the %ﬁa'ﬁlﬁmaa Teachers frequently salled Plan
B the Admlnistrators' Plan because they seemed to be the ounes
who would benefit mosts

As the yesy 1984 drew to a close no repord ned been
vessived from the aebtuaries nor had any poll bsen token for
the temchers’ opinions. With the opaning of the 1985 Leglse
léturé, two skeleton bills were lutroduced, one supporilng
Plen A snd the other Plan B.

n January Bl, 1865, Lauren C. Halght, sfctuary for the
State Teachers?! Retirement System,; released, in a lstter to

~the CGalifornie Teaghers Association, the sobtusrisl studies of

bt .
| “Califernia Association of School Administrators, §
Comparative SHiudy of Rebtirement Sysiems, A Study Prepapred hy
illlam 5. Briscoe, Professor of houcation, Ue Cs Le Asy
{Los Angeless Californls Asspelation of Sehool Adwinlsiras
Tors, 1954}, pps 1-48, o
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the exinting plen cowmpared with proposed Plans & and Egé ihe
latfer showed that Plen & would inerease the retirement coste
to be met by sbate ﬁanﬁriﬁutians by more than §B36,000,000
while Plan B would reflest an inerease of nemrly %651,909,069¢
ﬁis 19%%%? alzo desorlbed th& memnbar eantrihutiﬁn.pates,.whiah
C were & d@cidaﬁ 1mere&s@ over thﬁ rataa in tha alﬁ plaﬂ end are
shmwn in d@tail in Table VIII. '

By Januery B5 the Oelifornia Teachers hasoeclatlon had

asgsembled thls matmfiél into en snalysia of the proposed @1anaﬁ

énﬁ tranamltﬁad;it ta.eery wmomber in the organlzation. The
'studg was th@n r@vi@wed and discussed through th@ various locel
orgenizgations with th@ assiatamae of mambewa ol ﬁh@ fistiremont
Committes. Foll@wing this @erimd of atudy,%allmtg wer& dip~
'twibut@d to survey the raaebian of the m@mbﬁrship to & change
l‘iﬂ the @xi&%img vobire ment ﬁlaﬁ gnd whathar ?1an A ﬁr Plan B

was favored. 7The voburns of that poll were offlcially ré*

péftad g% the Etﬁi@ Gnﬁnail‘ﬁaating early in April-aa failmws:ﬁ

%Lauren C, Halght, "Statement for Callfornia Teschers

o hssosistion of Costs Under California 3teite Teachepst Hetires

‘ment System® (Saevamantoz Etate Teaechers? ﬁetir@mant Systenm,
1865}, Seheduls Ds

&
C An Apsiysis of Current Propogals forp Teaaher Bebirs=
went, A Study Prapared %y Phe Callfornis Tenchers ASsociation
- T8an Franelacos Californls Teschers Assceimtion, 1985},
ppa 1a8, :

6Galifm§nia Teaeh@ra &sgnciatian, 5Lata Geunail of
- Bduecation, Minubes, april, 1888,
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TABLE VIII

HENBER CONTRIBUTION RAUES FOR EXISTING AND PHOPOSED
PLANG AB A PRRCENTAGHE OF COMPENSATION T T
CALIPORNIA STATE "BRACHERS - T
BASED OF 19584 MORVALITY TABLES

“Age  Present Plenu Tlan A% Plan B

Wale femaie = Mals romelie Veie Foma 1.6
20 BJT9% 6.25% 8.0  8.15% 9,537 9.T1%
21 B.88 6.52 B¢156 Bs85 250 278
22 5,88 £+39 8,85 8,986 2 B3 9,78
Q:ﬁ B.P4 6448 ' 3!&3?1, 95@5 L I H .85 I
24 .99 G.04 8.39 Pelb 265 ¥ +88
P -G08 6462 Bed8 P26 DoHS Pa94
wb G418 8570 8457 2.58 0,55 1000
- B7 6418 &+78 8466 2,49 D4 B3 10.07
28 . 8.E8 6.86 B.75 2,61 D.54 10414
28 632 6.95 8,84 He7D 9,56 10,22
SC 6.359 704 Be04 986 2487 10.31
21 6.46 Tald P04 9698 8,59 1059
38 6,58 7222 Peld 10411 P61 10.48
) &.60 7«31 2488 10,24 2464 10,88
54 . 5&-63 ?4@_41 B &3& 1@'&?’? 9-;&3"-‘? 199%’7
35 ﬁ.‘?ﬂ ?uﬁa 9@‘%@ 10@50 970 1@&?? -
BE  6.84  7.60 9,67 10.64 9,74 10,87 ER—
57 5,92 ToTO 8468 10,78 D478 104238 s
28 7,00 7«80 8,80 10:9)1 983 11,16
59 708 7490 F,92 11.086 9,88 11.18
40 Tod¥ 8,00 10.04  11.20 9,94 11.28
4l 7286 8,10 10,16 11.34 10.03 11,56
42 T o6 B420 10488  1l.48 10408 11«47
43 744 BBl 1041 11.63 1016  11.57
44 Teb3 Bedd 10.54 11.78 1024 1167
45 ?pﬁ?’ B.62 10,68 11,98 1053 11l.78 . R
48 T8 8465 10,81  13.08 10443 11.89 —
4% 788 74 10498 128,28 10,563 12,00 e
48 7492 8+85 11.09 12.39 10.64 12410 T

49 8,08 8,96 11.25 18,54 10,75 1B.21 e —
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TABLE VILI {Centinued)

'Age Present Planw Plan A% _
- Male | Pemsle Wale  Femslie

50 . 8448 . 9,07 11.B7 18,70 10.87 | 12433

B . 828 . 9419 11.52 12486 10499 . 12,44 —
52 8,38 0430  11.67 13,03 1118 12.56

53 . B.84 . 9.4 11488 18.19 11.86 . 12.68

B& . B.55 . 9.54 11,97  12.36 11.40 . 12.80

55 . 8466 . 9.66 12,12  13.58 11.5¢ . 12.9%

B8 . B.77 . 9478 12,87 18.69 11489 . 18.06 e
57  8.88 9490 12,43 13,87 11,83  13.21 |

58 . 8,80 10,00 13,58 14.04 11.98 . 13.35

59 & v | | | | .

over 9.10 10,15 18,74 14,82 12,15 . 13.52

5;@0 per manth to ?armanﬂnt Fund also rﬁquired undar pr&sanﬁ
@1an and wader "“lan,ﬁ,” but nok undar“?lan B,

Lauren Cs Halght, "Stgtement for California Teschers
Assoclation of Costs Under Callfornis Stebe Teschers! Retlye =
ment Systenm™ (Ssersmentos State Teachers! Retlrement System,
1958), Schedule B,
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Favoring dhange 54,884
Opposing change 6,352
Pavoring Plan & 11,287
Pavoring Plan 8 49,076

The results were & nine to one viebory for a change and

‘a four to one vobte im faver of Plan B over Plan A, At that

time the Callfornis Teaschers Association withdrew its suppord

from Plan & and sndorsed Plan B.

El. AVENDMENTS AND APPROVAL BY THY LEGIBLATURE

Plan B bed been lnbroduged inteo the Lepislature by

- Benator Dilworth at an earlisr date as Senate Blll No. 1448
and was duly passed by the lLegislature and signed by the (ove

ernor wibth practioally no change from Ltz original form. The
effeotive date of the mew provislons wss postponed to July 1,

1986, to give time for the orderly adjustment of over 14,500

ﬁuﬁétamﬁing allowanﬁéﬁ snd the orderly verformenge of all other

tasks requlred by the change. The revolutlonsry provisions

marked s grenld Improvement in the =scope of thas retlrement syse
tem. f%the new plan not only provided larger beneafite, but pro-
vided s system with benefits theit would incresse with an ins
Flationary eeonomys |

The main provisions of Plan B were as Pollowss:?

le Servies rvebiremend would be opilonal with nembers

upon the attalmment of age 56 with ten years of
servica, ' '

Statutes and Amendments to the Codes, California, 1988,
Ghapber 1Lo90. ' i, SEIEEP SNLLAVI LB PN
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83

The total allowanee upon service retirement at
age 80 would be 1/60 (1.866%) of the average conw

- trget salary for the highest three consscutive
yesrs multiplled by the years of service, Service

epedited under a locel system was limlted to sere
vice rendered in the sehool distriet supporbing
the system, JSuch Service wsa slso credited under
the state sysitem but was cpedited there only in
the Permanent Pund. _ _

The resuliting sllowance would be discounted actu=
arialiy upon retlivemend below age 60 gnd increased
actuarlally upon vebirvement asbove age 60. Buch
ineresses would be level beginulng at agse 656.

Of the resulting servies allovence an zmount egual
to $600 for 30 or movre ysars of servies would be
paid from the Permanent Fund to be dlssounted age
tuarially below age €0 end ilnoressed above age §0.
for serviece evedited in loocsl sysbems, an amound
at the rate of 4600 for 80 yeers of service would
be the sole state allowance %o be discounted acltu=~
arially below age 60 and incresnsed above age 60.

The minimum snnuel service rebtirvement allowance
would be $70 multiplled by the years of serviece
not to excesd 40 years, dlsevunted actuarislly at
rotlrswent below sge 60 but not inercased at rew
tirement abvove age 604 No rebirement allowance
under this alnimam, ¢ffeeblve after June 30, 18565,
would exceed T8 per cvent of the eaverage annusl sal-
ary during the highest three eonsecntive years.

The sllowsnce upon disabiliiy retiremsnt below age
60 would be 90 per cent of 1/60 (1.50%) of the
average salary for the highest three consecuiive
years of service., Upon retirement at apgs €0 op

- aver, the allowanes would be the same as for ser=

vice retirement. Uhe minlmum allowance for dise
abillity retlrvoment below age 60 would be 85 pey

eent of sueh aversge salary, wlth relatively rare
excepiions. Llsability rebtirewent was permitted

- vegurdless of age, hubt only after L0 years of sepe

vige, 2ll in Sellfornie with minop excepitions.

Saﬁv&ae~r&aﬁareé for one year or fractional parts
thereef would be eredited on the basis of ten months
or 215 days put in durlng a fiseal yesr by members
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employed on a wmonthly or psr diem basis, respee~
tively, snd with normel btours of duty exbtending .
through the yeavr. One yesr of service would be L
- eredited on the basis of o minlmwum of 145 days putb
in durling o fiscal yesr by membeprs whose normal
tour of dubly extends only through the school ternm.,
Fraetlonal years would be agaregateé to nake cowm~
plete yenrH.

8, HMembers' rates of 3Qﬁtrihuﬁisﬂa foy servies not
credlited under a local sysitem wera ilucreansed as
shown in Toble VIII. These rates were continued
belng based on the nearssb sge at July 1, 1844, or
at later endrance lnto the system. Sixbty dollars
of the resulting eoniributions would be for the
Permenent Fundes For service credlted under & loesl
gystem, this $B0 per year would be the only gon bl R
bution reguirved. '

@s A $400 beneflt was provided from aﬁaﬁa cﬁnbﬁibaiiana
upon death af ter retlrement.

S 10. ﬁﬁmbera wH T p@rmitt@é to weke wddltional contribue
tions io provide additiconel beneflits, without fure
ther state comtributlons. 3ueh conbributions could
be terminated &t any time, buﬁ sould be withdrawn
poly as gvmviéeé for other contribubions.

11. The retivement allowsnces of persons alpeady vee
tived were adjusted to the new plan,

Only one major change wes made ln the wretlrement lawd [
 .fby_%h$ 1@5?'&agiﬂla$uraa$ This ﬂaélt with certain beneflts | _
at desbh before vebtirvement. ALl other smendwents were bechnle

raal changes t# ald in the clarification snd adminigtretion of

‘ ﬁha laws mﬁda in 1905b. |

Th& s jor chenge in the beneflis at ﬁaaﬁh befors rebire

-ment in L9687 was brougibabout by iwo forces. The first was a

%tatuma and Amendments o the Codes, Gallfornia, 1987,
ﬁhapteﬁ-ﬁﬁﬁ@ '
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lack of any éurvivar&hip venefits for the active toacher
other then the veturn of sontributlonsg and approximetely a
half yearts aéiavy to the bveneficlary. The second foree was S
based on the first that a tescher at Pifty-five wyeers of nge |
and quallfied to retire wes gambling on the protegtlion of his
beneficiary, Sush & teacher if vetired could have provided -
hls survivor with benefits at hils death thaet were far superior
then 1f he remained teachlng. Thls technicality was untenabls,
when the stete was in need of beachers.

T 391?@‘%hia situation, the Legislature enacted Ubap-
ter 2206 Yo the 1957 Ztetutes, which provided the falimwing:g

1. ‘Upon the desth of a momber befope his vetirement
end within four wonths of his termination of eme
ployment, there would be pald to hls beneliciary
in one payment an amount egual to his contribu-
tions plus certain interest plus sn smount pro-
vided by the wstele equal to approximately one~halfl
the member's annual sslary. I the spouse were ithe
sole bvensflelary, he or she wmight aeleet to recelve
g monkhly 1ife income agituarially equlvalent %o
this amount.

2e¢ If the beneflt degeribed in Item 1 were payable, a
monthly allowanee foy life income te dependents was
payable in lieu thereof, Lf, st desth, the member
¢ould have gualified for serviegs retirement. The
amount of the allowence would bs squal bo one-halfl
of the serviece retirement allowsnce that would have
been payable to the member had the member retired
on the day of his death. This sllowanee would be
payablis to the member's widow or dependent widowap.
The payment of the allowence would stop upon the
remarriasge of the aspouse. If there were ne quali-
fied spoune, or 1if a gualified spouss dies, ov

¥rp1d,




86

romarries, the allowande would be pseld To any uwn~
warried chlldren under 18 yesrs of age until that
age 1=z a%taimad,

The leglslation guarenteed that the total payments
made would abt lesst equal the amownt of the basic
death benefli desarined in Item l.

3 A mewmber who qualified teo retive could make an
Irrevecable eleogtion with respeet to ceriain ope
tiona for modified allowences of retirement bene~
fite prior to hiz setual rebirement. This eleetion
eould not be changed In any manner, such as chang-
ing the h@naficla?y becpuse the one originally
nomineted died. At retirement the memberts allowance
would be rﬁﬁu&ﬁd vnder the opition elascted, irresped~
tive of whoether the beneficilary rnominated was then
Livings. A% death following vetlrement, psyments
under the optlon would be made Lo the surviving benee
ficiary. LIf bhe member dies prlor to retlcement,
payments will be meds 1o the beneflciary in smounts
egual to whai would have been pald il the member
hed retired immedistely prior to desth and the ope
tion had been in slfect.

Fif. CONGLUBIONS

In four shord yesrs the Galifornis Teschers? Hetlrement
.ﬁyatam had beon chenged from a design thet éavaiap@d from &
fized income plan, with the addition of & volunbary anauity
savings errangement, plus a serles of compulsory annully laws,
to & gcomplste eannulby ay&héﬁc '$éve?al provisions had been
made that merked a definite approach %o survivorshlp benefite.
 The aystem further provided a Flexibllity bto sdjust retirement
benefite 1L salavy increnpes were influ@ﬁaaé by any trend of
infletion nesr the tlme of @ member's retirements Thig was in

Gantmamt:ﬁ@ the old system that pald benefits from its annuities
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onn the member!s sccumulsied esrnings, rather than on the aver- :
| sge earnlngs of the highest yesrs. The system also incorporas |
ted a technlque of paying actuarial premlums .'t;m those memnbers | [ —
who contlnue to teach beyond 60 years of age. During the _
19508, the California Teschers' Hetlvement 8ystem made trae

mondous growth. : | S




CHAPTER VIII
THE URDERLYING PORCES IN RETIMBMENT CHANGES

Public employeest retlvoment systems have become cowm=
monly accepted businessliike plaﬁa anaéted iando law. They have
Improved publlic employment by helpling zped or disabled publle
| employees to rebira from achive serviee with a wressonable bub

asgsured income for life. |

Public acespitence of retirement systems hasa not been
sudden. The public coneept has been influenced by meny forees
to bring sbout the pesulis in existence today. These [orces
gonglat of Qaaial, economic, politiesl, health; educeational,
and othor factors., To understand The present, the foregolng

forces should be analyzed.
L. PHILOSOPHY OF MUTUAL ALD

Mutuel ald sssociatlons might be ﬁafiﬁaﬁ 48 Gﬁﬁb@?ﬁﬁiﬁ&
emergency organizaiions. Their scle purpose was to offer sleke-
ness and death benefits, These alds were of g ﬁem@wkary nature
and were always limited both in bensfite and duration. Sueh
asgoclations were alawiy developed by individuals and érgamiﬁ
zatlons. .

Puring the popular era of ﬁutuﬁi ald sssoelations, the

publie hed offered support for welfare purposes only bo the
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army, nevy,; police, and flremen because they were in hazardous
oceupations that were beneflicisl %o the public. WHo other
group of §mhlie‘emplayeaﬂ had ever been glven emﬁpar&ble ald,

Eéasana oy this public abtitude wove varied. Rugged
individudlisnm wan the Frevailinnghilasophy of the -Ameriean
plonocers, Femlly care f@é their own had been the practice
f%am the beginning of time. Lack of wobllity of populailon
kept the majority of famliliss contalned in a relatively amall
geographical aresa., Poorhouses had been constructed in many
- of the wore pagalsﬁa'mr@as and were congldered to hﬁv& solved
the remslning problems. PBub finslly and probably the wme jor
cause had been the lack of need.

This lack of need can best be explalned by an undere
atending of iife expechancy in the Unlited Stetes. In Table
IX is 1illustrated the 1ife expectancy at %irﬁh for the whlte
race in this eaunﬁ@y over & period of years. Of particular
note 1s the diffevence of 28 years greater 1ife expectancy &t
birth in 1954 then in 1800, Ab present life expecbaney at
birth in the United Btates is about 70 years, while in 1900
i1t wam 48 years. These statlstics cglearly point out that
longevibty wes not a major factor in the need for a rebtirement
plan during the ninebteenth century.

- Hortality tables Tor the periads 1843~1858 and 1948-51
are shown in Table X, These tables help to aonfirm the findings
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TABLE IX | S
EXPECTATION OF LIPE AT BINTH IN THE UNITED STATES S e
: 1910=1 854 '
WHITE -
- Yeap : ‘ Yale Femele : ggi?s -
1900 4646 48,7 TN
1910 48.6 52,0 | 50,3
1920 . B4.e . B5.6 B4.D S
1930 5947 . BB,8 61o4
1940 6.1 6646 6448
1948 8545 71,0 | 6840
1949 6642 7149 68,8
1980 | 66.6 7244 69.2
1981 o 66 o5 72,4 . 69.2
1962 6646 - 7247 6944 L
1968 . 86.8 ) | 69,6 f—‘ffff"
1954 674 7546 7063

gifg Inpuranee Fact Book, A Pablication Prepared by the
ﬁiv&§imn 0f Ressareh (lew fork: Institute of Lifs Insurence,
LaBE)y pe 97 -
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TABLE X
MORTALLYY TABLES

T Amerioan LRporionce T. S. Total Populetion e
(1843-1858) (19491981 ) o
Age  peaths per 1000  Desthsper 1000 B

0 154470 | 29,78

85,49 2,30

e

55 450 L 1.39.

v

15,60 o | 76
o . wa® o .8
18 .63 N .7
20 B Y- S 1.38
30 ” 8,45 | 179
40 XY | . 3.8
50 13,78 o | 8476

&0
70
80

20

 88.89

61,99
144,49
454,585

19477
42,49
98,41

21249

95 100000 ' 295,82
100 R, ‘ 389 .04

- Life Insurance Fa@t Book, A Publicatlen Prepaced by
the DivIision of Hesearch (Wow vYork: Institute of Life Insur~
ance, 1856}, pp. 98-~09. : :
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of the 1ife expectanecy tables. At no age level do the moria=
144y tebles show that the death rete wus s high in the 1949

period as 1t wes in the earlier period, , R
II. PRIVATE INSURANCE COMPANIES e

Prior to 1988 there wea & very positlive phillosophy of —_—
individuslism in the Unlted States, It wae the responsiblility
of the iadividual to work and save for a rainy day. Host |
Iwmerloans felt bthat the strength o7 thelr country was based
upom'this agpressive spirit of self rellance. A nman was supe
posed Yo do his own saving for bhis fubure welfers.
This spirit gave birth to the growth of life inauyahee
aam@aﬂias» Tﬁa first eompany was organized in 1759 with the
fgllawing expressed purpesed "Ihe Corporation fopr Relief of
Poor and Distressed Widows and €hildren of Fresbybterisn Winlg~

ﬁarﬁ.“l

The firat general company to issue 1ife insurance
policies was the Pennsylvenla Compeny in 1818, Others followed
slowly until the movement caught hold and from 1875 begen bo
grew rapldly. By 1900 there were £7,000,000,000 of insurance
in forees From that date te the present, with the exeeption
of three yeara during the thirtles, the emount of life insupw
snce in foroe in the United States grew steadlly to the

1 0 - j ;

Life Insursnce Faeb Book, A Publication Prepared by
the Division of Hesearech (New York: Institute of Life Insup-
ance, 1956), ps 102, ' :
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é%aggeﬁiﬁg\ﬁum of LETR,D5%,000,000 in lgﬁﬁyg

TIL. AROUSING SOCIAL KEGOGNITION

- In 1878 the wmanagement of an Amerlean corporation in-
auguwatea.tha fiést-grivaia pgnsiﬁﬁ pian on a tenbative Basisgﬁ
Their.managémant thought that it would be 8 good buainess -
pracilce to make provisions for the economle security of thely
employees whe ware no longer able to work. This program proe
vided fop retirement at the discretion of the board of diregs
bors aﬁ'any timé alffer age 60 and tﬁé‘e&m@l&%iaﬂ of 20 veurs
of service. Tha.@ansian amounted to B0 psr sent of the avere
age pay received duving the lmat 10 yesws of sorvice, nob to
exceed FBUD per yeoar.

During the next twenty-five years sleven other cowpanies
are known to have established Formal penslon planagé This
movement became papu&ar-wiﬂh-ﬁ'sa?i&s of chenges in the Federal
Revenue Acts in 1921, 1928, end 1938, which increased tax dew o
duebions bo eampaniaa‘%ith.ﬁﬁna»fiﬁa pension planas In 1943 o
there were approzlmately &,500 pension pleus in forees and by

1963 this number had grown to over 20,000,

gz{@iﬂ,‘,’ G B
Fpoonomie Securlty for Americans, A K : D
nomi e T ) RE Y ’ oport Frepared by R
the American AsBemblLy (Hew rork: oradusbe School of Business, EE
Columbia Unlveralty, 1984}, p« 17, | . —

1084, pe 194
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. Labor unlons had %aan.imtéyaﬂﬁed”far wany yesrs in
welfsre and penslon coverage for thelr members by the em-
ployerss It was‘not‘umtil 1948 that the §ational Labor Hew
imtions Board ruled in the historis Inland Steel Case that -
‘pensions wers a'?a?t of compensstion and,; thervefore, within
| thé exployera’ legal obligstions in c¢ollsetlve b&rgainingﬁﬁ
‘When this declsion was upheld by the Supreme Court in 1%%@;
the number of pension plens lneveased to ovar &,000 iﬁ the
next ﬁhr@a'years;. |

The advent of the Jdepression in 1929 was the dselgive

event in Amerlean history, which %raag%ﬁ'abaut 8 degire for -
geourity.  The depression dashed tha.hapaa of untold mlillions
who had labored long and diligently and set aslde thelr save
ings for a rainy day. Men and women who belleved in a polley
of hard worlk and vugged Individuwalism found tﬁa%_thaéa ﬁréiﬁs
had 11%%1@ valué when s facbory or busineds had to be ligule
dated, |

. Wi@h the beglnning @f’inﬁuaﬁrializatiﬁﬁrhaﬂeb@gun 8
process of urbacization. Fewer families lived ou self suffle
elent fexrms« In this process a@allar;hamaﬂiw&va built. With
thig ehange in the slse of living quariers there asme anothey
change bto the Aweyiean mores. It no longer seemed reasonable

for membars of different adult generations to live under the

S1pid,, pe 20,
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same roofs As 8 vesulb, when the wnempléyed or old people
llivad a3 separate economic units, the need for economic se~
ourity loomed larger. -
| The ineressed mobllity of the populatlon prebably re-

~eelved its impetus with the severe droughts in the Southwest.
-‘dﬁéing tha'early thivtiesn. Tha.migra%ian erﬁh&ﬁ@_pﬂﬁplﬁﬁ R
.'haatened.tha ﬁéya@aﬁien of femilies. This movement was stlmu~
lated further by World War II with the inereased inéus%wialiw
* zatlon of the Pacific Coaste o - P
| | Publie edueation eoncerning the welfare and seeurity
needs of public schowl teachers began with' the pﬁag?am of the
.'hﬁatian&l Bducation Association in 1884.% This action was furs
thered by the many local end state ﬁsaahefs? orgenizations
| as well as by thoae of ra%ir@d tea@hwrs;
Gueh argﬁniaaﬁiﬁnﬁ.im Hew York and New Jerssy were some
..ﬁf the giﬁﬁ@ﬂkin@ groups in this Iisld and wsny of the basie
@rin@l@lﬂ& for teoacher retirement waré &e#&lagsd in those &taﬁaag ;m___gﬁ
| Likewlze, the Callfornies Teaschers Assoelation aan%iﬁually oEIw )
ried on a program to enlighten the people of the sitate concerne
ing the neadglof teachers and the ensulng benefits that even-

_ﬁaai1y'aeeru$ to the publiec.

6 I : . . . L '

Advance of the Teacher Rebtlrement Movement, A HRemearch e —
Bulletin Frepared hy bhe Nabional Loucavion Assoelsition (Washe- e =
ington, Ds Cet Hational Education Asancistion, May, 1988}, e
Pw A58 I ' -
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Pinally, the sitatistlieal feets thal people llve longer
as shown in Table IX polinted out. bthat there was & growing -
.numher of old peoples The victories of medlclne over dlsesse
- increased the number of these ageﬁ end at the same bime sggre=
vataﬁ their egﬁn@mia gfaﬁlﬁman ‘
:?hﬁa-frém all sides diﬁ the public &av&lmp‘an increasing

.awafsnaﬁa of the needs fox aaauri%yltm the aged,
IV, GOVERNMENTAL AGENOIES

The role of ga#@rmm@at eétablﬁah@ﬁ itaely éﬁymﬂgly in
econople welfare during the yast-twantwaive years. Ihs ine
tareste were foeused particularly im four fields: old ages
desth of the femily Dreadwinneyr, disabllity and sicknegs, and
unenployment, The first workmen's compensation iegialatiﬁn

dates baek tm'lglz#'fada?&l 0ld sge penslons éné unemployment
| insurence to 1935, and supvivors! benefits b@'1939¢? The re-
gults of th@ﬂa'pr@gramalaﬁa felt and breasured by miliimna of
individuals end Tamilles. |

The impetus given to the welfsve @#égrém was undoubbedly:

in&pireﬁ fram the'ﬁreaaed_aanéitiﬂns of the depression iﬁ'lﬂﬁga
From thetb time government welfere activities opened the way
sn@:eéaaaﬁeﬁ ﬁﬁ@ people to an entipely éiff&feﬁﬁ soelal ﬁhil@é
sophy from that of individualisms |

?Ibiﬁa; P E4.
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Ve CONGLUSION

The existence of s teacher retirement gystenm in Calle
fornia wasp n@t.tha vesuld of a single foree in the siate or
the natlon, Nelther was 1t the result of action by a single R
“individusl or body. California's Yeacher Hetirement Systew
has been the result of an intevsgciion of many forcesw~-sogial,
soonomic, political, health, and educationale~in this state

and ﬁhraughouﬁ the netlon,




CHAPTER IX
SUNBARY AND CONCLUSIUNS
I. DBUMMARY

This study wes econserned priwarily with the history of
teacher yetirement in California. Baeckgrownd material was de=-
- veloped by reviewlng tﬁ@ sarly Amerionn mutual ald socletiss;
aicﬁ venefit assoclations, and 0ld age and disability snnulity
aaésciatinﬂﬂn Likewlse, & review was made of garly Amecican
retirement legislation. The evolution of mutﬁai ald move~
ment in Celifornia wap treced to permissive logal retiremend
systems. The thesls In¢luded the history and development aof
the many Callifernis jeachey vellrement laws that were passed
and amendsd and described the conditions that brought aboub
the present stabe system from its Inceptlon in 1813.

The éevalaﬁmanﬁ of a publle achool teaeh&ré’ rablvement
system in Cslifornie has been slow sud steady. Yet lis pro-
Eross hag been sggreasive o growth, finamai&l structure, and
beneflte compared to slwmllar systems in other ﬂt&%eaal
From the beginning problems encountered in Callfornia

were present In other states. UThe eraz of the mulusl 8id soclety

lﬂurva? of Hetirement Systems of Uallforaia, Part I, A
Repurt Prepared by ihe Leglslative fuditorto the Joint Leglse
latlive Commities (Sacresmento: State Printing 0ffice, 1D64),
Ppe TO«T4,
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in San Franclseo begsn ILn 1873, Just four years alter the in-
saptian of a similer plan in ﬂaw:Yawk City. dCallforniels
inebling Aet in 1808, permitiing the orgenization of loeal
retirement systems, followed similar aetion ilaken by the Hew
Ymrk Leglalature in 1894, Likewise did {aliforniats first
siatewlde syataﬁ in 1918 follow closely those ol Hew Jersey,

- Merylend, ithoda Isiand, Yirginia, ¥ew York, Wisconsin, Arizons,
and Massagause%ta rsayaative&g»%

Following the organisation of Ualiforniats firsb statew
wide flav pﬁﬂ&ian fund in 1913, there were several ma jop
changes In its svolution to the Annulby Fund of 1955, The
year 1935 éaw'th@_aﬁéitian of an annuity savings plan. This
ﬁlan econsisted of teacherst deposlts wlihout any participatlion
Efrom local or gtate sources. In 1944 the annulty savings plen
was abollshed and wes replaced by the organlzation of asnother
- annuity. The second amnuity required partleipatlion from both
the individusl end the state, end luoposed limits upon the
salary for which a'ﬁ&aahar would be reguired to make paymanits,

This celling on salary upon which the tescher could make cone

tributions wes gredually raised and finally eliminated in iﬁﬁﬂu

Three yemrs later the present annulty plan was established.

2pgul Studensky, Teachers' Pension Systems in Lhe

United SBinmtes (lNew York: D. ﬁpglﬁtmn ané Gompanys . T19207s pe Ble
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With the additlon of the 1987 swendments conserning survivor-
ship benefltas, this plan is in sxistence today.

The present aanulty plan brought meny aﬂvaﬂtagéa to the
mombers of the retirement system. incressed particlpation was
“raéﬁiwed of 1@0&1 districts. Benefits were based upon the
sarnings of the three highest consecutive years of tesching
_faﬁher than upwﬁ the a&aumulaﬁaé aarn&aga of 8 teacher. Actye-
arial premiums were pald to those who taugh% heyond 60 vears
of aga. Hecognition was mads and some optlons granted for
survivorship benefitsg.

Bach of the mejor changes in the California rebtirsment
glan was preceded by considerable study eand actlvity. Yhis
wes ovidenced from the number of laws which were added with
sach change in ovder bo im@y@v@fbanﬁfita and eliminate inequi-
ties. ‘ o

- An ltem of partlenlsr slgnlfieance has béen Californiats
relatlonship to retired tenchers. Californis hes consisbently
inereased th&_allawanéea of retived teschers in direct propor-
tien to the increased beneflts for actlve ta&éharag |

The schilevement of dﬁ%@lapimg-a retirement systew in
Californis during the past fifty years ?equirad great individ-

nal sseriflce of time and effort. The fortitude that iLnsplred
the leaders in this movement tb return to the L@gisl&tura time

and againg %hr&ugh vistory or defsat, was the megssure of true




| 101
dedication. It was thrmugh,peaple of this ¢alibre that the
California Teschera'! Retirement System achleved its present
stending in the syes of teschers, legislsbors, and the citie
éﬁnﬁ of Californla,

Duta were eollected from a varlety of sources. Those
data which perbteined ¢o lews, legal aspects, and {inancial
conditions of the California state system were roadily avalls
able from officlsl records. Locumented records ag‘minutes of
early bteacherst orgenlzations, which pertalued to retivement, R
wore ravely found and to a large extent have become extinctb.

Subtommities records of the Callifornls Teschers fssccletion
'failéé to record lmporbant ﬁaﬁas and the contributlons of ioe
dividuals and orgsniveatlons. Former mombers of the C. To A,
E@ﬁi%@m@nﬁ\ﬂammittee are the best sources of inféﬂmatiaa pae
taining Yo personnel who influeneced the ilmprovement of Celi-
fornia's tescher retirvement.

Speclfle references %o Callfornias retirement movements ———
were found in Cs T. A, publications. EHarly coples are scaprce -
and ars privataly owned with the exception of those in the
assoelationts library. Hven this eolleection ls laecking in
some svess. Sbtabte Counell minubtes of the €. T A. are well
pregservved aﬁﬁ gontein the gensral actlions on retirement that

were elther discussed or recomsmended by bhat body. —
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11, NEED POR FURTHER S9UDY

This in@astigatiﬂn does notb aavev_avafy.facah of ve=
tirement histowy in Califorunia. There éfa seversl araaa which
should be exploveds

Heny individusls who have contributed to the study of
rebirement plan&_shau&d ve identified and thelr contributions
recopded. luch of this will have fo be done in interviews |
with retired toschers. informetion during the later yosrs
con be found from the files of the Gallfornla Teachers Asso-

ciation and from inberviews with sctlive teachers.

Cerbalnly, the tescher interest in socisl mecurity and

how it osn becowe part of the Galifornis Teschevs? fetiremen’
System should be mnalyzed for fubure study. Some of these
data aén he obialned from minutes of & soclsl security sube
committee of the CUslirornis Teachers Association Reblrement
Commitiee and from the Retirement Commitiee Litself. Other dats
may be obtained from @rgaﬁiﬁaﬁiﬂns that have made oproposals to
the Callfornisa Teschers Asscelation for thelp support in cone
nectlon with soolal security. |

| ‘Hexbt, edditional informetlon should be essimilated on
survivmrahip beneflts, 'Eany groups in bthe #ari@uﬁ_aﬁﬁtﬁ Ty -
tireoment systems have discussed and shown a keen 1mtarést in

this gqueailon.
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Also, one might include Sthe hlstory of the verious
loeal teacher retirement systeme in Californla. Counsidering
the nunber of peoples they have served, thelr importsance is
significent,
e Pinelly, the extenslon of thils projeet wlll have ln-

creasing velue as the Tuture eroates changes in the existing

~ system.
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