' & : ey, %% }
The University of Chicagn  oF=/A 227 /720

77-”’"” %WMWW
ﬁzﬁ;M%

WM%
W% zzz

m»&w)

Wc %M&hﬁ%jjm s i

W/C WM@""C“







A dols

' The Mniversity of Chivagn
sl Pl eals T
: o %/iﬂ“«*‘—'w Fen~
el Bl i Teget

S el 0D
43 L







The niversity of (!Ilmagn

-VWMM %M‘

ﬁvr-m i

%fpm % B







uunutdarat:ou. It will be Azr:awnls for the mrantf;

% ehange in the all«wnnta. howwung uf ¢ ree it i

Jeptember 50, 1920

Dear lirs. Postoer;

Yours of the 25rd came whxlﬂ I was out Gf hha Bitye

L Y
b

I was greatly distressed to hear of the epovatz.u $9 whieh
you ?Qfﬁ? but if permanent resovery ful&cr: it ﬁ&al bn a c#cat
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reliefs i s j
who other matter whieh you swut I hnnq'ipuu uﬂm

to consider
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: “"‘Qiﬁiv the fusd for rc%trtnc mxxowaa-ou. whzf

all the vital thiang is the m'uont mmwgouvt I

Kerilvot, whilp the fund for ﬁatvq:usty bazavacn,‘

ftﬂ:l.nc with the paster on the nbg"t sud ve tktq« ﬂm{ be
us we have 2 possible selution whtqh we h&o will be nth
to ymwul:h I am sure you kaow that 1 feel :iuort i&@ﬁ&gr

wlth yim and have a very earnest wish to help you m thw

energensy. I think we sen do ite I wonder whether on yeur gc,~”
to Chicaso yw would bo good enough te ubmmmtasu with ﬁm
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Gilkey and let him uuq: with you on this whole matter.
I feel sure that the fi&un will be brighter than :sownars'
it soenms te you nows i

/ S : Very truly yours,
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The Wniversity of Chicago
Oftice of the Auditor

- Jenuary 4, 1921,

Ky dear President Judson:

At Mr, Arnett's request I beg
to enclose herewith copies of letters Jjust
received from Mr, Clyde Furst and Mr. Henry
S. Pritchett on the subject of retiring
allowances. '

Yours very truly,

President H. P, Judson,

Faculty Exchange.
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TEACHERS INSURANCE AND ANNUITY ASSOCIATION
22 Fifth Ave., New York

December 30, 1920.
My dear Mr. Arnett:

After much consideration of the questions in your
letter of December 10, we have arrived at no suggestion better than
your own, namely:

That any one eligible to the present University plan may
elect the contributory plan, the University agreeing to contribute
five per cent of his salary, providing he contributes an equal smount
until the age of retirement, and if then the accumulations are not suf-
ficient to produce an annuity equal to the amount which he would have
received under the present University plan, the University from its
own funds should make up the difference. The advantage to the individual
in a case of this kind would be that, should he die before the age of
sixty-five, the accumulations would go to his estate, whereas under the
present plen nothing is due then unless he has resched the age of sixty-
five., On the other hand, should he reach the age of sixty-five, o por-
tion of the allowance which he would receive would have been purchased
by contributions from his own salery. It would be necessary for him to
weigh these two advantages. ]

The cost of this provision on the part of the Univer-
sity may properly be restricted by.limiting its contribution to five per
cent of the salary of the teacher each year. The teacher may contri-
bute more, if he likes, but the coest to the University will be limited
to five per cent of the salary budget, mwnd it will not reach that sum
until 211 of the teachers are on the contributory basis.

We see no reason why the University should pay five
per cent only on 2 -.limited portion, of say $6000., ‘of ‘the larger sal-
aries, or only toward some maximum allowance of, say, $3000. A teacher
does not look forward to retirement with serenity nor does he retire un-
til the last possible moment unless the retiring sllowance besrs some
rather close relation to the sslary at retirement. The time may well
come when salaries of $6000 or retiring allowances of $3000 will be low.

For the same reason it would seem to us inexpedient to
arrange for ahy cessation of contribution by the teacher before retire-
ment. If he has little other provision he will need the lergest possi=-
ble allewance. If he has other means, he will not object to continuing
so small & contribution. In either case the University, by cooperating
with an adequate provision, has put itself in position to insist upon
the retirement of a2 man who ought to retire, in his own interest and in
that of the institution.

We heve devoted much time to & study of your third
question, but are unable to give other then an approximete answer.
It 1s one of the limitations of your present system, as it dis of the
0old system of the Foundation, thet it is dimpossible to etimate its
future cost or to tell with any precision what the prospects of any
particular individual are worth.
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: Taking the estimate:of one of your earlier letters
tHet the average retiring allowance is likely to be $2500 a year and
that it may be assumed that in the average case there is a surviving
wife sged three years younger, the cost of an annuity to the teacher
followed by one-half of the benefit to his surmviving wife, would be
$27,000 at the time the teacher attains age sixty-five. 1In the attach-
ed "Illustrations of Results under Deferred Annuities" there is shown
in the next to the last column the amount of money which will be ac-
cumulated at age sixty-five by joint contributions totelling 10% of
salary, 'on various salary sceles and at representative entry ages, at
the guaranteed minimum rate of interest of four per cent. The salary
scale designated "A" indicates that the contributory plan would produce
larger smounts of retiring allowasnces for those under 31 at entry,

In case of the death of such a teacher before retire-
ment, his estate would, we understand, receive nothing from your present
plan. It would receive from the contributory plan the sums saccumulated
at the time of his death, that is, in the case chosen for illustration,
an smount increasing from his first contribution to $27,000. The teacher
therefore, in addition to any prospect of =n equal allowance from exist-
ing plan, has from the contributory plan this additionsl prospect of pro-
tection for his femily.

He has, furthermore, from the contributory plan, the
additional prospect of retaining his accumulation toward e retiring al-
lowance should he wish to transfer to some other institution. Aside
from the educationel disadvantage of restricting migration, your present
plen would keep with you some teachers that you would be quite willing to
release. »

The fact that your present maximum allowance may be
inadequate in the future has been alluded to. To increase it under the
present plan would require large increase in funds. Under the contribu-
tory plan the size of the allowance and provision for it increase auto-
matically with sslery increases and yet the cost to the institution need
never be more then five per cent of the sslary budget, - & negligible
emount considering the security that it gives both the institution and
the teacher.

We should, therefore, suggest your fixing some date,
as the Toundstion did, after which there will be no entrance to the pres-
ent system. TFor those now in service a statement would show the various
considerstions that should influence & choice between the old and the
new plans. ‘For future entrants the contributory plan only will be
available. Whether to leave entrance to their op¥tion or to make it
obligatory, is a matter of expediency. It is desirable for the univer-
sity end for the teacher to have all provided for, but most of our insti-
tutions have simply held out the option in the belief that graduaslly all
would take advantage of it. [

: Agide from the three million dollars in life insurance
that hes been contracted for by the Association, there are now in force
annuity contracts representing six hundred thousand dollars a year at
maturity, or a total prospective payment of seven million dollars. These

various contrescts have been written in two hundred different institutions.

Forty-eight institutions have agreed to contribute for any of their
teachers who are interested. A list of these is enclosed. The ten of
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/these that are underlined require contributions from all new entrenis.
New York University contributes for all of its teachers, whether the
teachers elect to do so or net.

Very truly yours,

{sipgned) Clyde Murat
, ‘ HSeevetary |
Kr, Trever Arnett, |
Unive coity of Chieago,
Chicago, $llinoin.
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THE CARNEGIEZ FQUNDATION
522 Fifth Ave.
‘New York
December 29, ‘1920,
Trever Arnett, Esq.
University of Chicago,
Chicago, Illinois.
My dear Mr. Arnett:

I have been greatly interested in your corre-
spondence with Mr, Furst and in the effort our actuary hes made to work
out some solution by which you could transform the accrued liabilities
of your present pension system into a form that would enable you to
placercld and young teachers alike on the contractual plan. We feel
partly responsible for leading you into the present system and would
gladly bring forth any fruits of repentance that would make it easiér
for you to come into the path which we now all recognize to be the
right one.

The question you have is somewhat akin to that which
I had to take up with the teachers in the associated institutions.
- Fortunately we had reserved the right to make such changes as we deemed
wise and could with perfect justice cut off the retiring allowancey sys-
tem at the end of twenty years, let us say. We decided, as I think
somewhat unwisely, at the demand of the teachers themselves to include
even the youngest men than‘to raise the age of retirement after a cer-
tein date, It will cost us between fifty and sixty millions of dollars
to carry out the arrangement which runs over the next thirty years.
Qur problem, like yours, was not whelly actuarial. I, therefore, veﬁ-
ture to make a few suggestions growing out of my experience in dealing
with the associated colleges and with subsequent efforts we have mede

for one institution or the other in helping them to liquidate the praoblem
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6f the liabilities already accrued on the lives of their older men.
For the sake of deiniteness I will put my'bbservations in peragraphs.

(1) With regard to a2ll teachers rnot now entitled to a retiring‘
allowance under your old plan and which would, of course, include all
those entering after a stated date, your course would be perfectly cleer-
namely, to inaugurate a contractual plan of annuities upon a five per
cent basis, probably making it obligatory and setting certain definite
limitations as to the length the University would go in its cooperation.
This limitation has been defined in various institutions either in nam-
ing & maximum contribution, or relieving the university from further
cooperation after the accumulation is sufficient to purchase a stated
annuity. It is probably simpler to state that the university will not
contribute a larger sum than, let us say, $500 which would be five per .
cent on $10,000. There is no very strong reason for making this limit
much lower than that which I have designated. The expense will not
be greatly increased and to put the limit too sharply to the point to
whieh the university will go in its contributions may produce a tendency
to hang on to a position ana not 'retir at a suitable age. "It- is
better to name a2 definite sum beyond which the university will not go-
than to make a percentage of the salary, because no one knows what sala-
ries may be thirty years from now. Perhaps your professors may be
getting at that time $20,000 a year, as somebody has suggested. In any
event a limitation of terms in what the university shall actually pay
is the safest limit to set. Such limitations as these would completely
cover, it seems to me, your new men and there would be no question that
the sooner that is inaugurated the better.

(2) When it comes to dealing with the problem of the older men
there is no inducement ever offered that will justify a man who knows

he is going to stay until sixty-five in the University of Chicago in
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giving up his present pension rights. Such & man can, if he so de-
sires, take out an additional annuity contract in the Teachers Insur-
ance and Annuity Association and the two together will make a larger
sum than could be accumulated in any other way.

(3) The weakness of the situation is that all these men, young
and o0ld, estimate their pension rights on the assumption that they
are going to stay at the University of Chicago until such time as
they are eligible to retire. ' As a matter of fact, however, the
expectation that they have, and particularly the expectation of the
younger men, is not worth anything like they think., A congsiderable
number will die before they are sixty-five and never have the use of
a pension; some will go away from the university to other institutions,
although the possession of this right will tend to keep the mediocre ;
men at leagt there, lMoreover, nobody can estimate at this moment the
level the university salaries will reach ten, twenty, or thirty years
hence. It may well be that $3000 will be o very meagre retiring al-
lowance for the more able men who will in-due course of time ﬁe eligi=-
ble to these pensions., All these considerations make the actual money

value of the expectations very much less than the men themselves pro-

bably believe it to be.

(4) Taking these facts into consideration my judgment is that |
the soundest way to’proceed with the men now in the university would
be something like this: To compute in advance, as our actuary can d§
fof you, the money value of the expectation at the present age of the
teacher on the assumption that he is to spend his whole life in the
University of Chicago, but including the mortality risk. In other words
the money value of the expectation of Professor John Smith, let us say, i
is aifgresent moment $5000. = With this information at hand I would

then bring the whole body of teachers together, call to their attention
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the facts I have just mentioned, namely that while the money value of
the pension is at this moment $5000 for Professor Smith, the potential
value at the present moment of Professor Smith's pension rights is far
less by feason of the fact that he may leave the University of Chicago,
or he may find at the end of his service that the pension thus provided
is inconveniently small. The value of this factor can not be accurately
estimated but for men velow forty it may well be ag high as one half.

I would theh put before:the teachers this propogition. . The
university stands ready to earry out its original proposal for all
teachers who desire to do s;, and teachers beyond the age of forty-five
or fifty will undoubtedly wish to: . do:this. 'On the other hand, there‘
is a manifest advantage to 211 the younger men in the possession of a
pension contract under which their rights will be secure whether they
remain at the University of Chicago, go to some other institution or i
go out of teaching altqgether.‘ To such men as are desirous to change
over from the old system to the contractual system I would then offer
the cooperation of the universgity on the basis of a five per cent |
contribution on the salary plus a cash sum which would be some equitable |
fraction of the present expectation, depending on the age of the men.

My estimate would be that if this were put before all the teachers

in this form the men below forty, who constitute probably a majority
of those affected, would make the exchange. After all a man accepts
a very slender chénce of 2 retired pension when all his rights

hang on his remaining in a sihgle institution. I am inclined to
think that if the advantages of the plan were set before the teachers
in this light, a very considerable proportion of them would surrender
their rights under the present plan for a cash sum paid in on bthedir
annuity confract which would be immensely cheaper for the university

and in the long run better for them. Such an arrangement would also
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have an additional advantage for the younger men since any such sum paid

in ﬁould'constitute additional insurance for their families.

I assume, of pourse, that no change can be made with respect
to the older men without their consent, nor would the university desire
to make such change. I am also inclined to think that the younger men
would realize that their own interest lay in getting into some plan
under which they do not forfeit their rights if they leave an institu-
tion, and under which there would be a continually growing reserve to
their credit no matter where their future service might be rendered.
After you have ascertained how many men are willing to transfer under
such an arrangement, it would be nécessgry before completing it to
make a brief computation to find out whether it would be better finan-
eially fer the university to go ahead under the old plan; in other
words, the cash settlement might run up a larger sum than is likely
to be expended taking into consideration the diminution of the load
by reason of the separation of the men from the university on account

of death.

I have ventured to make these suggestions, which may not

be of ény use to you, for the reason that this matter of the load
arising from the pensions of the men now on your list cannot be dealt
with from 2 purely actuarial point of view. It must, in the nature

of the case, be in large measure a matter of common sense and equitable
adjustment, and the only way in which this can be brought about would
be.by frankly taking all these men into your confidence, putting the
proposition fully before them and make them understand ét the same
time the real value of their present expectations, which I apprehend

ig far less than the value which they have in mind.

As the New Year will be here in a day or two, I venture to
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6.

DOCKET ¥OR MVETING OF JOINT COMHITTEE ON RETIRING ALLOWANCES
January 22, 1921

Report of meeting of the Committee Moy 12, 1920, at which six
é%fé.aﬂe propositions were sdopted as the opinion of the Come
mittee,

Discussion of suggestion that as early as practicable the cone
tributory plan be sdopted applying to new appointees of the rank
of instructors after three years of service, and those of higher
rank. A

8hall the smount of the University's contribution be limited by

Y/ n} A fixed annusl sum, or

b} A maximum sccumulation.

Option fa’r those now eligible to present retiring sllowance plan
to trensfer to the contributory plan; '

a) For the older men who feel a ressonable certainty
of being in the service of the University at age
65 there is probably no sufficient reason to change;
b) Yhat is the present vealue of retiring sllowance
righte of those younger men now on the eligible
1%“. It is smaller than might seem st first sight:
1; Because it is predicated on 2 continuance
with the University till age 65‘%9 :
2) Becsuse only those who survive to age 65
- gan participate; ' '
3) Because sgize of present meximum allowance
may not be comparable to what is needed in
relation to sslsries 25 years hence.

The present value of an annuity commencing at 65 for esny age
would have to be greatly modified by the three ressons jJust
mentioned in order to find the potential value. Length of
service would also modify the potentisl value.

Persons eligible to zmam plan over 45 or 50 years of age
would doubtless eleet to remain on present basis. Those who
are younger may desire to go on to 2 contraetusl basis if the
plan could be started off with a cash payment by the University
of the potential value of rights under present plan. For the
g%:r men, this would give additionsl insuranece for their

‘ es . ;

If the option to change to 2 contractual hasis were given to
those on present plan, = list might be made of those desiring
to go on the contribptory plan. A ecaleulation should then be
made to sscertain whether the potentisl cash value is of sueh
an amouni that the University might find it better to carvy
out the conditions of the present plan in their cases.

——iA————







Professors

Associnte Pro-
feassors

isgistant Proe-
fessors

Instruetors
High & Elementsry
Bohool Teschers
Totsl

104

50
40
231
25
256

e
fex
s
W
How
Hw
LE

Yomen

17
33

I e

"







8 3 ]

.Sii -
o

. jm

e
i
jo

Jamary 1, 1921.

Yenrs of
farvice

Wmu

mnqu
each oge

Age
n
69
68

6
&
64
63
62

61
60

59

56

53

28
24
28

ROSERNAN 8% L5

19

o M g

P e M MR D W MR MR M R MR RN e







2.

Total at
each age

Women

Hen

Service

Years of

i
;
16
15

9
17
2

>
20
11
10

SRS WANAS RRRA A%« OT 3T &5 mut

}.9













Jamary 1, 1921

54

52
a
50
49

&

&

39

el e M e e

tot ot -

PR M g

b g

M o oy

e 1




i




m

Jamuary 1, 1921
2.

PR xamu
VOmSR Hach Age

E 3







L) |
.,M e T e " T S " S S - o ~ w

Jamuery 1 , 1921
Tot=l et

.. & i L T T R A B R T P L rird et Al rdpd O 8 A

oMM AR G M SN M ¥ M

- "t e

Sexvies
13

T




ATy




EN

B L R et 4 o it R e

- Hen

AssiszaEs

Years of
%%ﬁﬁklr

Pl DM el O D e M e e

R R PR







Jamaary 1, 1921

mm\iiaz

NN o M

N vl s ™ NN M M D

™M oM o N B M

AARRAA A& &R







17




ST




Total at

Women

¥en

L L

S RAA A9 N

L

o

- et e

- OO ol oy g

I e 8

o it " NN M

- R T o

s P o ,, 3 “ VN b
0 i B b







&
2
.W

.
L

Fotal at

@ M ™M -

Dipied ™ ey L T T







The Wniversity of Chicago
Office of the Auditor

February 7, 1921.

My dear President Judson:

I beg to enclose herewith tentative draft
of a proposed statute to cover the subject of a con-
tributory retiring allowance plan, as discussed at a
recent meeting of the joint committee on this matter
at the Union League Club. Mr, Arnett undertook to
draw up the staéute, but has been unable to do sc on
account of travelling from place to place, and also
since he did not have access%ble all the records in
this connection. At his reqﬁest I made the enclosed
tentaﬁive draft and am sending it to you for your
consideration.

I have not yet sent copies of the proposed
statute to the Faculty members of the joint cdmmittee.
I shall await your reply before doing so.

Yours very truly,

Nk,
| /e ‘/\//\/\ T v

President H. P. Judson,

Faculty Exchange.







PROPOSED STATUTE. g

17. Contributory Retiring Allowances.

1. The University hereby adopts the contributory retiring
allowance plan to be in force fromand after July 1, 192. -
to the benefits of which the following designated officérs
of instruction and government, entering the service of the
University on and after the last mentioned date, shall be
eligible and in which they shall be required to participate:

‘a, The President of the University, the Director
and Associate Director of Libraries and the
University Examiner, >

b. Any person in the service of the University in
2 rank not lower than Assistent Professor.

C. Any person of the rank of Instructor who, on
the date mentioned, shall have been in the ser-
vice of the University for a period of three
yearsg.

d. Any person of the rank of Instructor who, on
the date mentioned shall have been in the ser-
vice of the University for 2 period less than
three years may, at his request, be permitted
to enter into this relationship at the end
of a period of two years' service.

4. Any person of the rank of instructor who,
after the date mentioned, may enter the
service of the University, after a three
years' period of service, except that at
his option he may participate in the con-
tributory retiringeallowance after ex-
piration of two years' service.

2. The University agrees to contribute towards the cost of
premium for the purchase of an annuity for anyone entitled
to participate in the Contributory Retiring Allowance Plan
during the period of his service in the University, commencing
July 1, 192 an amount equal to 5% of his regular annual
salery paid To him by the University up to & maximum of $300
per annum, on condition that the said person contributes a
similar amount annually for the same purpose; the total of
said sums to be applied to the payment of premiums on an
anhuity poliey in favor of said person, purchased from the
Teachers InsurancedAnnuity Association of America; all rights
and interests in said policy to vest in said person or his
heirs. ©Should said person desire to contribute more than







5% of his annual salary toward the purchase of an annuity he
may do so, but the University's contribution is fixed at the
amount stated,

3. In no event shall the University's obligation to contribute
extend beyond the minimum sge at vhich the insured may be re-
tired.

4. Should any person of the position or rank,now in the service
of the Universiiy, eligible to the benefits of the retiring
allowance plan described in Section 15, desire to transfer to
the contributory retiring allowance plan, he may do so with

the consent of the University,and the University agrees, if
such consent is given, to pay to the Teachers' Insurance and
Ennuity Association of America a sum of money equal to A

on the salary paid him by the University from the date of
appointment as Assistant Professor to the date of such transfer,







