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THE WHITE HOUSE ACTION

WASHINGTON Last Day: October 23
October 18, 1976

MEMORANDUM FOR THE PRESIDENT

FROM: JIM CANNON /Z\%ZJX—W\/

SUBJECT: S. 12 - Judicial Survivors' Annuities
Reform Act ,

Attached for your consideration is S. 12, sponsored by Senator

McClellan.

The judicial survivor system, created in 1956, has not been
updated to reflect liberalizations in the Civil Service Retirement
System on which it was originally patterned, and makes no
provisions for cost-of-living or other periodic annuity increases.
In addition, the present contribution rate, equal to 3% of a
judge's annual salary, has proved to be inadequate to finance
benefits and to cover the deficiency in the judicial Survivor's
Annuity Fund created at the inception of the program when 121
widows, for whom no coverage had been made, were granted coverage.

S. 12 is designed to update the judicial survivors annuity
system and to improve its financing. The bill was developed
over a period of several years jointly by the Judicial
Conference and the Senate Judiciary Committee. The Executive
Branch customarily has not taken a position on legislation
involving Judicial Branch personnel matters and did not take
a position on S. 12.

A detailed discussion of the provisions of S. 12 'is provided
in OMB's enrolled bill report at Tab A.

OMB, Max Friedersdorf, Counsel's Office (Lazarus), Bill Seidman
and I recommend approval of the enrolled bill.

RECOMMENDATION

That you sign S. 12 at Tab B.



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

OCT 15 1976

MEMORANDUM FOR THE PRESIDENT
Subject: Enrolled Bill S. 12 - Judicial Survivors'

Annuities Reform Act
Sponsor - Senator McClellan (D) Arkansas

Last Day for Action

October 23, 1976 - Saturday

PurEose

Increases annuities for survivors of Federal Justices
and judges, provides for periodic future increases, and
substantially restructures the financing and benefit
provisions of the annuity program.

Agency Recommendations

Office of Management and Budget Approval
Administrative Office of the
United States Courts Approval
Department of the Treasury No objection
Civil Service Commission Defers to the Judicial

Conference of the
United States

Discussion

The judicial survivor annuity system, created in 1956,
has not been updated to reflect liberalizations in the
Civil Service Retirement System (CSR) on which it was
originally patterned, and makes no provisions for cost-
of-living or other periodic annuity increases. 1In
addition, the present contribution rate, equal to 3%

of a judge's annual salary, has proved to be inadequate
to finance benefits and to cover the deficiency in the
judicial Survivor's Annuity Fund created at the inception
of the program when 121 widows, for whom no contributions
had been made, were granted coverage. s
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S. 12 is designed to update the judicial survivors

annuity system and to improve its financing. To com-
pensate for the lack of cost-of-living increases over

the years, S. 12 provides for the immediate payment to
beneficiaries of a lump sum annuity increase equal to

2.4% for each year the annuity has been paid. It also
authorizes future periodic increases in survivor annuities
equal to 3% for each 5% increase in the salary of active
judges. No increase would be granted if a salary increase
for judges is less than 5%.

To put the annuity system on a sounder financial basis,
the enrolled bill:

-- increases the judges' and matching Government
contribution rate from 3% to 4.5% of salary, and

-- requires a one-time appropriation to the Fund to
cover the deficiency stemming from the original unfinanced
widows' benefit, and to pay the cost of the lump-sum
increases to present beneficiaries.

S. 12 also makes other changes in the judicial survivors'
annuity system which conform to similar changes previously
made in the Civil Service Retirement System's survivorship
provisions. The enrolled bill:

-- changes the computation formula for a survivor
annuity from a percentage of the judge's highest annual
salary over a 5-year period to the highest 3-year average,

-- extends coverage under the program to widowers
and children over 18 who are full-time students,

-- reduces the period of marriage required for a
spouse's eligibility from two years to one year, and

-- permits payment of a survivor annuity after 18
months service instead of 5 years.

S. 12 also permits judges presently participating in the
program to elect to leave it and receive a lump-sum

of contributions, provided they exercise this option within
six months of the effective date of the bill.

S. 12 would be effective January 1, 1977. The Congreésional
Budget Office estimates that its cost would be $13.4

&
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million in fiscal year 1977, and approximately $500,000
a year thereafter. The high initial cost is attributed
to the one-time appropriation of $13 million for the
Fund deficiency and for retroactive annuity increases.

S. 12 was developed over a period of several years jointly
by the Judicial Conference and the Senate Judiciary
Committee. The Senate report states that its provisions
were developed in light of previous failures of Congress
and the judges to agree on a solution to the financial
problems of the survivor program. The Executive Branch
customarily has not taken a position on legislation
involving Judicial Branch personnel matters and did not
take a position on S. 1l2.

In its views letter on the enrolled bill, the Adminis-
trative Office of the United States Courts states that
the Judicial Conference has urged enactment of legis-
lation along the lines of this reform bill and urgently
recommends that it be approved.

We recommend that you approve S. 12.

==

James T. Lynn
Director

Enclosures



ADMINISTRATIVE OFFICE OF THE

UNITED STATES COURTS

SUPREME COURT BUILDING
WASHINGTON, D.C. 20544

ROWLAND F. KIRKS

DIRECTOR

October 6, 1976

WILLIAM E. FOLEY

DEPUTY DIRECTOR

~James M. Frey

Assistant Director for
Legislative Reference

Office of Management and Budget

Washington, D. C.

Dear Mr. Frey:

This is in response to your enrolled bill
request transmitting for views and recommendations
S. 12, "To amend section 376 of title 28, United
States Code, in order to reform and update the
existing program for annuities to survivors of
Federal Justices and judges."

The Judicial Conference of the United States
over a period of years has urged the enactment of
legislation along the lines of the bill known as
the Judicial Survivors' Annuities Reform Act.
Accordingly executive approval is urgently
recommended.

Sincerely,

é;«;/f

William E. Foley
Deputy Director



UNITED STATES CIVIL SERVICE COMMISSION
WASHINGTON, D.C. 20415

CHAIRMAN

October 8, 1976

Honorable James T. Lynn

Director, Office of Management and Budget
Executive Office of the President
Washington, D. C. 20503

Attention: Assistant Director for
Legislative Reference

Dear Mr. Lynn:

This is in reply to your request for the Commission's views on enrolled
bill, S. 12, "To amend section 376 of title 28, United States Code, in
order to reform and update the existing program for annuities to survi-
vors of Federal Justices and judges."

The enrolled bill would make the following changes in the Judicial
Survivors' Annuity System, which would conform to changes previously
made in the Civil Service Retirement System's survivorship provisions:

. Bring widowers, as well as widows, into the program and reduce the
two year period of marriage requirement for eligibility to one year.

. Permit payment of survivor annuity to surviving children who pursue
a full-time course of study though age 22, rather than terminating
such annuity at age 18.

. Compute average salary for survivor annuity purposes on the basis
of the 3 year period in which his or her annual salary was greatest
instead of the 5 year period preceding his death.

. Permit payment of survivor annuity upon death in service after 18
months instead of 5 years.

Certain other liberalizations provided for by this bill do not exactly
conform to the Civil Service Retirement System's survivorship provisions.
Although the bill would increase the amount of annuity payable to sur-
viving children to the level currently being paid to surviving children
under the Civil Service Retirement System, there is no provision for



further increases in the cost of living as is provided for under the
Civil Service Retirement Law., In addition, payment to a surviving child

who is incapable of self-support because of a mental or physical disability

is provided if the disability was incurred before age 18, or, in the case
of a child who is receiving an annuity as a full-time student, before the
termination of that annuity. The Civil Service Retirement law provides
for payment of a survivor annuity to a child incapable of self-support
only if the disability was incurred prior to age 18.

The above changes are largely technical in nature. However, the Commis-
sion views conformity as a desirable feature whenever possible and has
no objection to these conforming provisions.

While the provisions of the enrolled bill would not directly or substan-
tially affect any of the programs administered by the Commission we be-

lieve they are justified. Since such matters are for the consideration

of the Judicial Conference of the United States, however, the Commission
defers to the opinion of that Cpnference.

Chairman

By direction of the Commission:




THE GENERAL COUNSEL OF THE TREASURY
WASHINGTON, D.C. 20220

0CT 14 1976

Director, Office of Management and Budget
Executive Office of the President
Washington, D. C. 20503

Attention: Assistant Director for Legislative
Reference

Sir:

This is to confirm the informal views previously given your office
on the.Senate committee report of S. 12, the ‘"Judicial Survivors' Annuities
Reform Act.” 8. 12 passed both Houses of Congress.

S. 12 would reform and update the present judicial survivors' annuity
program (28 U.S.C. 376) to, among other things, provide for appropriations
to place the program on an actuarially sound basis.

Of interest to this Department are subsection (f) of the first section,
and sections 3 and 4.

Subsection (f) would provide that the Secretary of the Treasury
shall invest in interest bearing securities of the United States or
Federal loan bonds, those portions of the "Judicial Survivors' Annuities
Fund" which in his judgment may not be immediately required for the payment
of annuities, refunds, and allowances. The income derived from such in-
vestments shall constitute a part of the fund for paying annuities and carry-
ing out the provisions of the Act. We have no objection to this provision.

Section 3 would reestablish the Judicial Survivors' Annuities Fund
on the books of the Treasury. All moneys in the present fund would be
transferred to the new account on the effective date of the Act.

Section 4 would require the Secretary of the Treasury to ascertain
from the Administrative Office of the United States Courts the amount
of the level cost deficiency in the transferred account, and at the time
that appropriations become available in that amount to deposit such sum
to the new fund.

We have no objection to the provisions of sections 3 and 4. We suggest,
however, that your office notify the Administrative Office of the United
States Courts that it is their responsibility to request the appropriation
for the unfunded liability.

Sincerely yours,

ry C. Stockell Jva

General Counse

ting
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Date: Gotober 15 Time: 200pm
FOR ACTION: Dick Parson's ce (for information): 7,k Marsh
: Max Friedersdorf ' Ed Schmults
Bobbie Kilberg Steve McConahey
Bill Sei<fima113__----—-—-—'—l Mike Duval

FROM THXE STAFF SECRETARY

DUE: Diate: . Time:

- October 19 . — - g.gg.am
SUQEECT: R
/

S.12-Judicial Survivors' Annuities Reform Act

ACTION REQUESTED: ‘

For Necessary Action —— For Your Recommendations
Prepare Agenda and Brief Draft Reply
X _ For Your Comments ——— Draft Rermarks

REMARKS:

please return to judy johnston,ground floor west wing
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PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a
delay in submitting the required material ovleace W P OO ID
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S.12-Judicial Survivors' Annuities Reform Act
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*

For Your Recommendations

For Necessary Action

Prepare Agenda and Brief Draft Reply

X For Your Comments Draft Remarks

REMARKS: W R@

Please return to judy johnston,ground floor west wing

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a
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S.12-Judicial Survivors'

ACTION REQUESTED:

For Necessary Action

Prepare Agenda and Brief

X For Your Comments

REMARKS:

Annuities Reform Act

For Your Recommendations

Draft Reply

—. Draft Remarks

please return to judy johnsfon,ground floor west wing

No objection -- Ken Lazarus
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Calendar No. 759

941H CONGRESS SENATE Rerort
2d Sesston No. 94-799

REFORMING THE JUDICIAL SURVIVORS' ANNUITIES
PROGRAM

May 6, 1976—Ordered to be printed

Mr. Burpick, from the Committee on the Judiciary,
submitted the following

REPORT

[To accompany S. 12]

The Committee on the Judiciary, to which was referred the bill
(S. 12) to improve judicial machinery by providing benefits for sur-
vivors of federal judges comparable to benefits received by survivors
of Members of Congress, and for other purposes, having considered
the same, reports favorably thereon, with amendments, and recom-
mends that the bill, as amended, do pass.

AMENDMENTS

The committee proposes two amendments to the bill as follows:
1. Strike all after the enacting clause and insert in lieu thereof the
following:

That this Act may be cited as the ‘“Judicial Survivors’ Annuities Reform Act’.
SEc. 2. That section 376 of title 28 of the United States Code is amended to
read as follows:

“§ 376. Annuities for survivors of certain judicial officials of the United States
“‘(a) For the purposes of this section—
‘(1) ‘judicial official’ means:

““(A) a Justice or judge of the United States, as defined by section 451
of this title;

“(B) a judge of the United States District Court for the District of
the Canal Zone, the District Court of Guam, or the District Court of the
Virgin Islands;

“(C) a Director of the Administrative Office of the United States
Courts, after he or she has filed a waiver under subsection (a) of section
611 of this title;

(1)

5, Rept. 94-799
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“(D) a Director of the Federal Judicial Center, after he or she hag
filed a waiver under subsection (b) of section 627 of this title; or

“(E) an Administrative Assistant to the Chief Justice of the United
States, after he or she has filed a waiver in accordance with both sub-
section (a) of section 677 and subsection (a) of section 611 of this title;

who notifies the Director of the Administrative Office of the United States Courts
in writing of his or her intention to come within the purview of this section within
six months after (i) the date upon which he or she takes office, (i) the date upon
which he or she marries, or (iii) the date upon which the Judicial Survivors’
Annuities Reform Act becomes effective;

“(2) ‘retirement salary’ means:

“(A) in the case of a Justice or judge of the United States, as defined
by section 451 of this title, salary paid (i) after retirement from regular
active service under subsection (b) of section 371 or subsection (a) of
section 372 of this title, or (ii) after retirement from office by resignation
on salary under subsection (a) of section 371 of this title;

“(B) in the case of a judge of the United States District Court for the
District of the Canal Zone, the District Court of Guam, or the District
Court of the Virgin Islands, salary paid after retirement from office
(i) by resignation on salary under section 373 of this title or (ii) by re-
moval or failure of reappointment after not less than ten years’ judicial
service;

"““(C) in the case of a Director of the Administrative Office of the
United States Courts, an annuity paid under subsection (b) or (c) of
section 611 of this title;

“(D) in the case of a Director of the Federal Judicial Center, an
anguity paid under subsection (c) or (d) of section 627 of this title;
an

“(B) in the case of an Administrative Assistant to the Chief Justice of
the United States, an annuity paid in accordance with both subsection
(a) of section 677 and subsection (a) of section 611 of this title;

“(3) ‘widow’ means the surviving wife of a ‘judicial official’, who:

‘“(A) has been married to him for at least one year on the day of his
death; or

“(B) is the mother of issue by that marriage;

“(4) ‘widower’ means the surviving husband of a ‘judicial official’, who:

““(A) has been married to her for at least one year on the day of her
death; or

“(B) is the father of issue by that marriage;

“(5) ‘child’ means:

“(A) an unmarried child under eighteen years of age, including (i)
an adopted child and (ii) a stepchild or recognized natural child who
lived with the judicial official in a regular parent-child relationship;

“(B) such unmarried child between eighteen and twenty-two years of
age who is a student regularly pursuing a full-time course of study or
training in residence in a high school, frade school, technical or voca-
tional institute, junior college, college, university, or comparable educa-
tional institution. A child whose twenty-second birthday occurs before
July 1, or after August 31, of a calendar year, and while he or she is
regularly pursuing such a course of study or training, is deemed to have
become twenty-two years of age on the first day of July immediately
following that birthday. A child who is a student is deemed not to have
ceased being a student during an interim period between school years,
if that interim period lasts no longer than five consecutive months and
if that child shows, to the satisfaction of the Director of the Admin-
istrative Office of the United States Courts, that he or she has a bona
fide intention of continuing to pursue a course of study or training in the
same or a different school during the school semester, or other period
into which the school year is divided, immediately following that interim
period; or

“(C) such unmarried child, regardless of age, who is incapable of self-
support because of a mental or physical disability incurred either (i)
before age eighteen, or (ii) in the case of a child who is receiving an
annuity as a full-time student under subparagraph (5)(B) of this sub-
section, before the termination of that annuity.
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“(b) Every judicial official who files a written notification of his or her intention
to come within the purview of this section, in accordance with paragraph (1) of
subsection (a) of this section, shall be deemed thereby to consent and agree to
having deducted and withheld from his or her salary, including any ‘retirement
salary’ a sum equal to 4.5 percent of that salary. The amounts so deducted and
withheld from the salary of each such judicial official shall, in accordance with such
procedures as may be prescribed by the Comptroller General of the United States,
be covered into the Treasury of the United States and credited to the ‘Judicial
Survivors’ Annuities Fund’ established by section 3 of the Judicial Survivors’
Annuities Reform Act. Such fund shall be used for the payment of annuities,
refunds, and allowances as provided by this section. Payment of such salary
less such deductions shall be a full and complete discharge and acquitance of
all claims and demands whatsoever for all services rendered by such judicial
official during the period ccvered by such payment, except the rights to those
benefits to which such judicial official, or his or her survivors, shall be entitied
under the provisions of this section.

“(¢) There shall also be deposited to the credit of the ‘Judicial Survivors’
Annuities Fund’, in accordance with such procedures as may be prescribed by the
Comptroller General of the United States, amounts matching those deducted and
withheld in accordance with subsection (b) of this section. Such deposits shall be
taken from the fund used to pay the compensation of the judicial official, and
shall immediately become an integrated part of the ‘Judicial Survivors’ Annuities
Fund’ for any use required under this section.

*(d) Each judicial official shall deposit, with interest at 4 percent per annum to
December 31, 1947, and at 3 percent per annum thereafter, compounded on
?ecember 31 of each year, to the credit of the ‘Judicial Survivors’ Annuities

und’:

“(1) a sum equal to 4.5 percent of that salary, including ‘retirement salary’,

. which he or she has received for serving in any of the offices designated in

paragraph (1) of subsection (a) of this section prior to the date upon which
he or she filed notice of an intention to come within the purview of this
section with the Director of the Administrative Office of the United States
Courts; and
“(2) a sum equal to 4.5 percent of the basic salary, pay, or compensation
which he or she has received for serving as a Senator, Representative, Dele-
gate, or Resident Commissioner in Congress, or for serving as an ‘employee’,
as that term is defined in subsection (1) of section 8331 of title 5, prior to
assuming the responsibilities of any of the offices designated in paragraph
(1) of subsection (a) of this section.
The interest otherwise required by this subsection shall not be required for any
period during which a judicial official was separated from all such service and was
not receiving any ‘retirement salary’.

“Each such judicial official may elect to make such deposits in installments,
during the continuance of his or her service in those offices designated in paragraph
(1) of subsection (a) of this section, in such amounts and under such conditions
as may be determined in each instance by the Director of the Administrative
Office of the United States Courts: Provided, That, in each instance in which a
judicial official does elect to make such deposits in installments, the Director shall
require (i) that the first installment payment made shall be in an amount no
smaller than that amount necessary to cover at least the last eighteen months of
prior creditable civilian service, and (ii) that at least one additional installment
payment shall be made every eighteen months thereafter until the total of all such
deposits have been made.

“Notwithstanding the failure of any such judicial official to make all such
deposits or installment payments, credit shall be allowed for the service rendered,
but the annuity of that judicial official’s widow or widower shall be reduced by an
amount equal to 10 percent of the amount of such deposits, computed as of the
date of the death of such judicial official, unless such widow or widower shall elect
to eliminate such service entirely from credit under subsection (k) of this section:
Provided, That no deposit shall be required from any such judicial official for any
honorable active duty service in the Army, Navy, Air Force, Marine Corps, or
Coast Guard of the United States, or for any other creditable service rendered
prior to August 1, 1920.

“(e) The amounts deducted and withheld in accordance with subsection (b)
of this section, and the amounts deposited in accordance with subsection (d) of
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this section, shall be credited to individual accounts in the name of each judicial
official from whom such amounts are received, for eredit to the ‘Judicial Survivors’
Annuities Fund’.

“(f) The Secretary of the Treasury shall invest, from time to time, in interest
bearing securities of the United States or Federal farm loan bonds, those portions
of the ‘Judicial Survivors’ Annuities Fund’ which in his judgment may not be
immediately required for the payment of annuities, refunds, and allowances as
provided in this section. The income derived from such investments shall consti-
tute a part of such fund for the purposes of paying annuities and carrying out the
provisions of subsections (g), (h), (m}, (0}, (p), and () of this section.

“(g) If any judicial official resigns from office without receiving any ‘retirement
salary,” all amounts credited to his or her individual account, together with interest
at 4 percent per annum to December 31, 1947; and at 3 percent per annum there-
after, compounded on December 31 of each year, to the date of his or her relin-
guishment of office, shall be returned to that judicial official in a lump-sum
payment within a reasonable period of time following the date of his or her
relinquishment of office. For the purposes of this subsection a ‘reasonable period
of time’ shall be presumed to be no longer than one year following the date upon
which such judicial official relinquished his or her office.

“(h) Annuities payable under this section shall be paid only in accordance with
the following provisions:

“(1) In any case in which a judicial official dies while in office, or while
receiving ‘retirement salary,” after having completed at least eighteen months
of creditable civilian service, as computed in sccordance with subsection (k)
of this section, for the last eighteen months of which the salary deductions
provided by subsection (b) of this section or, in Hieu thereof, the deposits
required by subsection (d) of this section have actually been made—

“(A} if such judicial official is survived by a widow or widower, but not
by a child, there shall be paid to such widow or widower an annity, be-
ginning on the day on which such judicial official died, in an amount com-
puted as provided in subsection (1) of this section; or

“(B} if such judicial official is survived by a widow or widower and a
child or children, there shall be paid to such widow or widower an an-
nuity, beginning on the day on which sueh judicial official died, in an
amount computed as provided in subsection (1) of this section, and there
shall also be paid to or on behalf of each such child an immediate an-
nuity equal to:

““(i} $1,466; or
“(ii) $4,399, divided by the number of children;
whichever is smallest; or

“(C) is such judicial official leaves no surviving widow or widower, but
does leave a surviving child or children, there shall be paid to or on behalf
of each such child, an immediate annuity equal to:

“(i) the amount of the annuity fo which the judicial official’s
widow or widower would have been entitled under subparagraph
(1) {(A) of this subsection, had such widow or widower survived the
judicial official, divided by the number of children; or
“Giy $1,760; or
“(iit) $5,279, divided by the number of children;
whichever is smallest. .

“(2) An annuity payable to a widow or widower under subparagraphs (1)(A)
or (1)(B) of this subsection shall be terminated upon his or her death or re-
marriage. .

“(3) An annuity payable to a child under this subsection shall terminate:

“{A) if such child is receiving an annuity based upon his or her status
under subparagraph (5)(A) of subsection {a) of this section, on the last
day of the month during which he or she becomes eighteen years of age;

“(B) if such child is receiving an annuity based upon his or her status
under subparagraph (5) (B) of subsection (a) of this section, either (i) on
the first day of July immediately following his or her twenty-second
birthday or (ii) on the last day of the month during which he or she
ceases to be a full-time student in accordance with subparagraph (5) (B)
of subsection (a) of this section, whichever occurs first: Provided, That
if such child is rendered incapable of self-support because of a mental
or physical disability incurred while receiving that annuity, that annuity
shall not terminate, but shall continue without interruption and shail be
deemed to have become, as of the date of disability, an annuity based
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upon his or her status under clause (ii)} of subparagraph (5)(C) of sub-
section (a) of this section;

“(Cy if such child is receiving an annuity based upon his or her status
under subparagraph (5)(C) of subsection {a} of this section, on the last
day of the month during which he or she ceases to be incapable of self-
support because of mental or physical disability; or

“{D) on the last day of the month during which such child dies or
marries.

‘‘(4) An annuity payable to a child or children under subparagraph (1) (B) of
this subsection shall be recomputed and paid as provided in subparagraph
(1) (C) of this subsection upon the death, but not upon the remarriage, of the
widow or widower who is receiving an annuity under subparagraph (1)(B)
of this subsection.

“(5) In any case in which the annuity of a child is terminated, the annuity
of each remaining child which is based upon the service of the same judicial
official shall be recomputed and paid as though the child whose annuity has
been terminated had not survived that judicial official.

“(i) All questions of dependency and disability arising under this section shall
be determined by the Director of the Administrative Office of the United States
Courts, subject to review only by the Judicial Conference of the United States,
and the decision of the Judicial Conference of the United States shall be final and
conclusive. The Director may order or direct at any time such medical or other
examinations as he deems necessary to determine the facts relative to the nature
and degree of disability of any child who is an annuitant, or an applicant for an
annuity, under this section, and may suspend or deny any such annuity for failure
to submit to any such examination.

“(3) In any case in which a payment under this section is to be made to a minor,
or t0 a person mentally incompetent or under other legal disability, as determined
by a court of competent jurisdiction, such payment may be made to the person
who is constituted guardian or other fiduciary of such claimant by the laws of the
State of residence of such claimant, or to any other person who is otherwise legally
vested with the care of the claimant or of the claimant’s estate, and need not be
made directly to such claimant. The Director of the Administrative Office of the
United States Courts may, at his or her discretion, determine whether such pay-
ment is made directly to such claimant or to such guardian, fidueciary, or other
person legally vested with the care of such claimant or the claimant’s estate.
Where no guaradian or other fiduciary of such minor or such person under legal
disability has been appointed under the laws of the State of residence of such
claimant, the Director of the Administrative Office of the United States Courts
shall determine the person who is otherwise legally vested with the care of the
claimant or of the claimant’s estate.

“(k) The years of service rendered by a judicial official which may be creditable
in calculating the amount of an annuity for such judicial official’s widow or
widower under subsection (1) of this section shall include—

“(1) those years during which such judicial official served in any of the
offices designated in paragraph (1) of subsection (a) of this section, including
in the case of a Justice or judge of the United States those years during
which he or she continued to hold office following retirement from regular
active service under subsection {b) of section 371 or subsection (a) of section
372 of this title;

“(2) those years during which such judicial official served as a Senator,
Representative, Delegate, or Resident Commissioner in Congress, prior to
assuming the responsibilities of any of the offices designated in paragraph
(1) of subsection {(a) of this section;

““(3) those years during which such judicial official honorably served on
active duty in the Army, Navy, Air Foree, Marine Corps, or Coast Guard
of the United States, prior to assuming the responsibilities of any of the offices
designated in paragraph (1) of subsection {a) of this section; Provided, That
those years of such military service for which credit has been allowed for the
purposes of retirement or retired pay under any other provision of law shall
not be included as allowable years of such service under this section; and

“(4) those years during which such judicial official served as an ‘employee’,
as that term is defined in subsection (1) of section 8331 of title 5, prior to
assuming the responsibilities of any of the offices designated in paragraph
(1) of subsection (a) of this section.

For the purposes of this subsection the term ‘years’ shall mean full years and
twelfth parts thereof, exeluding from the aggregate any fractional part of a month
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which numbers less than fifteen full days and including, as one full month, any
fractional part of a month which numbers fifteen full days or more. Nothing in
this subsection shall be interpreted as waiving or canceling that re duction in the
annuity of a widow or widower which is required by subsection (d) of this section
due to the failure of a judicial official to make those deposits required by sub-
section (d) of this section.

*{1) The annuity of a widow or widower of a judicial official shall be an amount

equal to the sum of—

“(1) 14 percent of the average annual salary, including ‘retirement
salary’, which such judicial official received for serving in any of the offices
designated in paragraph (1) of subsection (a) of this section (i) during those
three years of such service in which his or her annual salary was greatest,
or (ii) if such judicial official has so served less than three years, but more
than eighteen months, then during the total period of such service prior t¢
his or her death, multiplied by the total of:

“{A) the number of years of creditable service tabulated in aceord-
ance with paragraph (1) of subsection (k) of this section; plus

“(B) the number of years of creditable service tabulated in accord-
ance with paragraph (2) of subsection (k) of this section; plus

“(C) the number of years of creditable service tabulated in accordance
with paragraph (3) of subsection (k} of this section; plus

“(D) the number of years up to, but not exceeding, fifteen of creditable
service tabulated in accordance with paragraph (4) of subsection(k)
of this section,

plus

“(2) three-fourths of 1 percent of such average annual salary, multiplied
by the number of years of any prior creditable service, as tabulated in accord-
ance with subsection (k) of this section, not applied under paragraph (1)
of this subsection:

Provided, That such annuity shall not exceed 40 percent of such average annugl
salary and shall be further reduced in accordance with subseection (d) of this
section, if applicable.

“(m) Whenever the salary paid for service in one of the offices designated in
paragraph (1) of subsection (a) of this section is increased, each annuity payable
from the Judicial Survivors’ Annuities Fund, which is based, in whole or in part,
upon a deceased judicial official having rendered some portion of his or her final
eighteen months of service in that same office, shall also be increased. The actual
amount of the increase in such an annuity shall be determined by multiplying
the amount of the annuity, on the date on which the increase in salary becomes
effective, by 3 percent for each 5 percent by which such salary has been increased.
In the event that such salary is increased by less than 5 percent, there shall be no
increase in such annuity.

“{n) Bach annuity authorized under this section shall accrue monthly and shall
be due and payable in monthly installments on the first business day of the month
following the month or other period for which the annuity shall have accrued.
No annuity authorized under this section shall be assignable, either in law or in
equity, or subject to execution, levy, attachment, garnishment, or other legal
process,

{0} In any case in which a judicial official dies while in office, or while receiving
‘retirement salary’, and;

“(1) before having completed eighteen months of civilian service, com-
puted in accordance with subsection (k) of this section, during which the
salary deductions provided by subseetion (b) of this section or the deposit
required by subsection (d) of this section have actually been made; or

#(2) after having completed eighteen months of civilian service, computed
in accordanee with subsection (k) of this section, during which all such deduc-
tions or deposits have been made, but without a survivor or survivors wh'o
are entitled to receive the annuity benefits provided by subsection (h) of this
section; or

(3} the rights of all persons entitled to receive the annuity benefits pro-
vided by subsection (h) of this section terminate before a valid claim therefor
has been established; .

the total amount credited to the individual aceount of that judicial official, estab-
lished under subsection {e) of this section, with interest at 4 percent per annum to
December 31, 1947, and at 3 percent per annum thereafter, compounded on De-
cember 21, of each year, to the date of that judieial official’s death, shall be paid,
upon the establishment of a valid claim therefor, to the person or persons surviving
at the date title to the payment arises, in the following order of precedence:
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“First, to the beneficiary or heneficiaries whom that judicial official may
have designated in a writing received by the Administrative Office of the
United States Courts priorto his or her death;

“Second, if there be no such beneficiary, to the widow or widower of such
judicial official;

“Third, if none of the above, to the child or children of such judicial official
and the descendants of any deceased children by representation;

“Fourth, if none of the above, to the parents of such judicial official or the
survivor of them;

“Fifth, if none of the above, to the duly appointed executor, executrix,
administrator, or administratrix of the estate of such judicial official;

“Sixth, if none of the above, to such other next of kin of such judicial offi-
cial, as may be determined by the Director of the Administrative Office of the
United States Courts to be entitled to such payment, under the laws of the
domicile of such judieial official, at the time of his or her death.

Such payment shall be a bar to recovery by any other person. For the purposes of
this subsection only, a determination that an individual is a widow, widower, or
child of a judicial official may be made by the Director of the Administrative Office
of the United States Courts without regard to the definitions of those terms con-
tained in paragraphs (3), (4), and (5) of subsection (a) of this section.

“(p) In any case in which all the annuities which are authorized by this section
and based upon the service of a given official terminate before the aggregate
amount of annuity payments received by the annuitant or annuitants equals the
total amount credited to the individual account of such judicial official, established
under subsection (e) of this section, with interest at 4 percent per annum to
December 31, 1947, and at 3 percent per annum thereafter, compounded on
December 31, of each year, to the date of that judicial official’s death, the differ-
ence between such total amount, with such interest, and such aggregate amount
shall be paid, upon establishment of a valid claim therefor, in the order of prec-
edence prescribed in subsection (o) of this section.

“(q) Any accrued annuity benefits remaining unpaid upon the termination of
an annuity, other than by the death of an annuitant, shall be paid to that annui-
tant. Any accrued annuity benefits remaining unpaid upon the death of an annui-
tant shall be paid, upon the establishment of a valid claim therefor, in the following
order of precedence:

“Iirst, to the duly appointed executor, executrix, administrator, or ad-
ministratrix, or the estate of such annuitant;

“Second, if there is no such executor, executrix, administrator, or admin-
istratriz, payments shall be made, after the expiration of sixty days from the
date of death of such annuitani, to such individual or individuals as may
appear, in the judgment of the Director of the Administrative Office of the

nited States Courts, to be legally entitled thereto, and such payment shall
be a bar to recovery by any other individual.

“(r} Nothing contained in this section shall be interpreted to prevent a widow
or widower eligible for an annuity under this section from simultaneously receiving
such an annuity while also receiving any other annuity to which such widow or
widower may also be entitled under any other law without regard to this section:
Provided, That service used in the computation of the annuity conferred by this
section shall not also be credited in computing any such other annuity.”.

Sec. 3. That on the date upon ypon which this Act becomes effective there shall
be established on the books of the Treasury a fund which shall be known as ““The
Judicial Survivors’ Annuities Fund”, and all money credited to the judicial sur-
vivors annuity fund established by section 2 of the Act of August 3, 1956 (70
Stat. 1021), as amended, shall be transferred to the credit of the “Judicial Survivors’
Annuities Fund”’ established by this section.

Sec. 4. That on the date upon which this Act becomes effective the Secretary
of the Treasury shall ascertain from the Director of the Administrative Office
of the United States Courts the amount of the level cost deficiency in the fund
transferred by section 3 of this Act on the date of that fund’s transfer and, at the
earliest time thereafter at which appropriated funds in that amount shall become
available, the Seeretary shall deposit such funds, in a single payment, into the
“Judicial Survivors’ Annuities Fund” established by section 3 of this Act. Such
fupcis gs are necessary to carry out this section are hereby authorized to be appro-
priated.

Sec. 5. That on the date upon which this Act becomes effective each annuity
then being paid to a widow from the judicial survivors annuity fund established
by section 2 of the Act of August 3, 1956 (70 Stat. 1021), as amended, shall be
increased by an amount equal to one-fifth of 1 percent of the amount of such
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annuity multiplied by the number of months which have passed since the com-
mencement of that annuity. For the purposes of this section, any fractional
part of a month which numbers less than fifteen full days shall be excluded from
the computation of the number of months and any fractional part of a month
which numbers fifteen full days or more shall be included in the computation as
one full month. Such funds as are necessary to carry out this section are authorized
to be appropriated and, upon appropriation, shall be deposited by the Secretary
of the Treasury, in a single payment, to the credit of the “Judicial Survivors’
Annuities Fund” established by section 3 of this Act.

Skc. 6. That the benefits conferred by this Act shall, on the date upon which
this Act becomes effective, immediately become available to any individual then
receiving an annuity under section 2 of the Act of August 3, 1956 (70 Stat. 1021),
as amended: Provided, That although the rights of any judicial official electing
to come within the purview of section 376 of title 28, United States Code, on or
after the date upon which this Act becomes effective, shall be determined exclusive-
ly under the provisions of that section as amended by this Act, nothing in this
Act shall be interpreted to cancel, abrogate, or diminish any rights to which an
individual or his survivors may be entitled by virtue of his having contributed
to the judicial survivors annuity fund established by section 2 of the Act of
August 3, 1956 (70 Stat. 1021), as amended, before the date upon which this
Act becomes effective.

Sec. 7. That this Act shall become effective on the first day of the third month
following the month in which it is enacted.

2. Amend the title to read:

An Act to amend section 376 of title 28, United States
Code, in order to reform and update the existing program for
providing annuities to survivors of Federal Justices and
judges.

PurrosE OF AMENDMENTS

The purpose of the first amendment proposed by the committee is
to substitute for the language in the body of S. 12, as introduced, the
language of an alternative proposal. As introduced, S. 12 would have
merged the existing program for providing annuities to survivors of
Federal Justices and judges (28 U.S.C. § 376) into the Civil Service
Retirement System (5 U.S.C. § 8331 et seq.). One result of that mer-
ger would have been more liberal eligibility standards and increases in
annuity amounts made available to spouses and children of those
Justices and judges electing to participate in the program. Another
result of that merger, however, would have been the unavoidable ap-
propriation of at least 63 million dollars from the general treasury for
a program which today has less than 700 contributing members and
less than 200 annuitants. The alternative proposal embodied in the
first amendment proposed by the committee, rather than effecting
that merger, entirely restructures the existing judicial program to the
extent necessary to provide all of the improved standards and several
of the annuity increases, at an estimated cost to the government of
approximately 14 million dollars. .

g‘he purpose of the second amendment proposed by the committee
is to change the title of the bill to reflect the substitution of material
contained in the first amendment.

Purrose oF THE BiLn

The purpose of the bill, as amended, is to thoroughly reform and
update the existing judicial survivors’ annuity program (28 U.S.C.
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§ 376), providing benefits, for surviving spouses and children of all
Federal Justices and judges who elect to join that program, which are
substantially similar to the benefits now conferred upon surviving
spouses and children of Members of Congress. The bill, as amended,
would also (1) place that program in an actuarially sound fiscal
condition for the first time since its creation; (2) provide more liberal
eligibility standards and reasonable increases in existing annuity
amounts, made necessary by increases in the cost of living since each
existing annuity was commenced; and (3) establish a method for
providing future periodic increases in annuity amounts without
endangering the fiscal integrity of the entire program.

In essence the bill, as amended, is deliberately designed to provide
improved survivorship benefits for all present and future annuitants
without either endangering the vested interest which each currently
participating judge has in the program or requiring the government to
bear more than a reasonable share of the program’s costs.

BACKGROUND

The existing judicial survivors’ annuity program was created in

1956, after six years of controversial and sporadic consideration by
Congress. In the ensuing 19 years, although proposals for changes in
that Iﬁrogram were repeatedly advocated by both the judiciary and
Members of Congress, only minor changes were actually made. A
brief review of developments during the twenty-five years between
1950, when the first attempt to create a judicial survivors’ annuity
program was defeated in the Senate, and 1975, when this committee
was able to construct the reform proposal now being recommended, is
essential to a full understanding of both the prob%ems faced by the
existing program and the solutions to those problems embodied in
this recommended bill.
_ The first, and most serious, problem facing the existing program
is its lack of actuarial soundness. This committee’s studies have
indicated that that problem is the direct result of Congressional
errors which were made in 1956 when the program was created. Part
I of this background section of this report documents those errors
and attempts to explain why they were made.

Repeated efforts to formulate a solution for the program’s problems
before 1973 were, with one exception, unsuccessful, and committee
efforts to determine why have led to only one possible answer: a
general failure by Congress and the judges to agree at a given time
upon which proposed solution would be best. Part II of this section
fltocuments that absence of a consensus and suggests explanations for
it.

The solutions to the program’s problems recommended by this
report have deliberately been drafted in light of those previous
experiences. The committee has made every effort, not only to learn
from earlier mistakes, but also to fully coordinate the development
of this recommended bill with the studied approval of the Judicial
Conference of the United States. Part IIT of this section documents
and explains the gradual development of the recommended bill.

S.Rept, 94-799 O - 16 - 2
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I. THE CREATION OF A JUDICIAL SURVIVORS' ANNUITIES PROGRAM
1950—-1956

S. 3108, 818T CONGRESS—1950

Following the deaths of Justices Wiley B. Rutledge and Frank
Murphy in 1949, the Department of Justice prepared a bill, S. 3108,!
providing annuities for widows and children of Justices and judges.
Introduced on February 24, 1950 by Senator Patrick A. McCarran of
Nevada, Chairman of the Senate Judiciary Committee, the bill was:

* * * designed to relieve anxieties and worries of members
of the Federal judiciary * * * thus making appointments
to the Federal bench more attractive to practitioners of
proved ability and standing, but who may not have accu-
mulated substantial financial resources.?

Although the Department conceded that federal judicial retirement
provisions ® were ‘‘generous enough”, it nevertheless felt that annuities
for widows and minor children were essential and “‘strongly urged’’ the
enactment of S. 3108.* Although no hearings were held on the bill, it
was favorably reported, with amendments, on July 31, 1950.° As
amended, it provided:

1. An annuity to every widow of a Justice ur judge of the United
States,® who was married to that Justice or judge for at least five
years prior to the date of his death, from the time of his death
until her death or remarriage;”’

2. That that annuity be computed at the rate of 5 percent of the
annual salary of the office occupied by the Justice or judge at the
time of his death (or, if he died in retirement, of the office he
occupied at the time of his retirement) multiplied by the number
of years that he served as a Justice or judge in active service, but
in no event to exceed fifty percent of that annual salary;?®

3. That any living widow or minor unmarried orphan child of a
Justice or judge who had died before enactment of S. 3108 be
awarded an annuity just as if the Justice or judge had died after
enactment of the bill;®

4. That the administration of the annuities be supervised by the
Director of the Administrative Office of the U.S. Courts; !° and

5. That the annuities be funded from any money in the Treas-
ury not otherwise appropriated.”

18, 3108, 81st Cong., 1st Sess. (1949).

2 Letter of March 16, 1950 from Peyton Ford, Assistant to the Attorney General, to Senator Pat McCarran,
Chairman, Senate Committee on the Judiciary in S. Rep. No. 2216, 81st Cong., 2d Sess. 6 (1950).

3 See notes 35 and 175, infra, and accompanying text.

4 See letter, note 2, supra, in which Mr. Ford stated: “The existing provisions for retirement at fullpay may
seem generous enough, but the recent deaths of Justices Rutledge and Murphy indicate that annuities for
retired judges may not provide security of any kind should the judge die while in active service, or shortly
after retirement, leaving a widow or minor children or both.” See also notes 35 and 175, infra.

5 8. Rep. No. 2216, 81st Cong., 2d Sess. (1950). X

8 Judges serving the District Court for the Territory of Alaska, the District Court of the Virgin Islands,
and the United States District Court for the District of the Canal Zone were included in the coverage of
the bill by express provision. See 8. 8108, Sec. 1, at 8. Rep. No. 2216, 81st Cong., 2d Sess. 1 (1950).

7 Express provisions were also made for: (a) an annuity for a widow when the marriage was less than 5
years old, if there were minor (under the age of 21 then) children who were unmarried, for as long as one
child remained under age 21 and unmarried; (b) an annuity payable to & widow who remarried, for the
benefit of any minor unmarried children of her marriage to the Justice or judge, until those minor children
either married or attained age 21, and (c) an annuity payable to the guardian of a Justice’s or judge’s minor
children, for the benefit of those children, until they either married or reached age 21. 8. 3108, Sec. 1.

80?&3108’ See. 1.

10 1d.
11 B, 3108, Sec. 3.
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In its report, the Committee cited four primary reasons for enacting
the bill: (1) the “inhibitions” which prevent federal judges “from en-
gaging in money-making pursuits and require them to depend pri-
marily upon their salaries * * *'’; (2) the inadequacy of insurance poli-
cies purchased before assumption of judicial office resulting from “the
decrease in purchasing power of the dollars’’; (3) the fact that judges
were not covered by the Civil Service Retirement Act; and (4) the
need “to attract practitioners * * * who are of proved ability but who
have not accumulated financial reserves, as Wel{)as [the need] to retain
those of * * * ability’’ who have not accumulated financial reserves.!?

On September 13, 1950, Senator McCarran moved passage of S.
3108. It was passed without debate and without a recorded vote. Im-
mediately following passage, Senator Paul Douglas of Illinois, citing
the fact that he was still trying ““to obtain certain information by tele-
phone on this bill”’, asked that the vote be reconsidered and was suc-
cessful in having the bill sent to ‘“the foot of the calender’.®® Later in
the day, when the bill came up again, Senator Douglas was again
successful in preventing final consideration.!* Stating that, “It seems
to me this bill creates an extraordinary status for a group which is
already the best protected in the whole Federal system” and that “No
other Federal employee receives such treatment’’, Senator Douglas ob-
jected to the fact that the amounts of the annuities would probably
exceed the pensions then provided for Presidential widows ' and ob-
served that:

JAlthough] it might well be proper for us to establish an
annuity system to which the judges would contribute a cer-
tain percentage of their salaries * * * and * * * the Govern-
ment might well add an equal sum, * * * this outright hand-
out to a group which has already life tenure, at proper sala-
ries, * * * taking away from them any individual respon-
sibility to provide for their widows, seems to me to be an
extension of the welfare state which goes beyond proper
bounds.®

Following Senator Douglas’ remarks on September 13, 1950, S. 3108
was not again considered during the 81st Congress.

S. 3873, 83D CONGRESS—195}

Four years later, in 1954, Senator Mc¢Carran again undertook the
task of providing annuities for the widows of federal judges. In this
second attempt, however, he limited his objective. Citing Chief Justice
Vinson’s death in the summer of 1953; he sought to provide benefits
only for the widows of Justices of the Supreme Court, rather than for
the widows of all federal judges. On August 16, 1954, Senator Clements
of Kentucky introduced S. 3873," providing an annuity, which would
accrue and be due and payable in monthly installments commencing

128, Rep. No. 2216, 81st Cong. 2d. Sess. 2-3 (1950). It perhaps should be noted that the committee estimated
that the cost of making the bill retroactive would only be $581,528 for the first year and approximately
$200,769 for the tenth year, that the cost for future widows would reach $492,408 by 1959, and that the maxi-
mum annual cost, which would be incurred in 1955, would be $873,646. Id. at 5. For the actual costs of the
program which finally was created in 1956, see T'able B’ in the * Statement”’ section of this report, infra.

1296 Cong. Rec. 14701 (1950).

1496 Cong. Rec. 14711 (1950).

15 See note 18, infra, and accompanying text.

1896 Cong. Rec. 14711 (1950).

17 8, 3873, 83d Cong., 2d Sess. (1954).
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on the first day of the month in which a Justice died. The amount of
the annuity was to be equal to that of annuities then payable to
beneficiaries of the “Grace Collidge Act”}* which then provided
annuities of $5,000 per year for Presidential widows.!® Senator
MecCarran explained that a poll of the Committee on the Judiciary
had established that Committee’s approval of the proposal and the
bill was immediately passed without debate.?

Later that day Congressman Graham asked unanimous consent for
immediate consideration of S. 3873 in the House. It was granted and,
again, the bill was passed without debate.? Apparently there is no
supportive legislative history on 8. 3873; no hearings were held, nor
were committee reports filed, in either House.” On August 28, 1954,
President Eisenhower signed the Act and it became effective as of that
date,” adding section 375 to Title 28 of the United States Code.”

H.R. 11124, 84TH CONGRESS-—1956

The historical record of Congressional action in processing that
legislation which created the judicial survivors’ annuity program
(codified at 28 U.8.C. § 376) in 1956 stands in marked contrast to the
enactment of 28 U.S.C. § 375 two years earlier.

Judicial Conference Recommendations

Within seven months of the President’s approval of the $5,000
annuity for widows of Supreme Court Justices, the Judicial Con-
ference of the United States recommended to the Congress:

* * * the enactment of legislation to authorize provision for
payment of annuities on a contributory basis to widows and
dependent children of judges comparable to the provisions
made under existing law for annuities to widows and depend-
ent children of Members of Congress.®

Six months later the judges “reaffirmed’’ their recommendations.? Of
special significance were the two clauses emphasized above. Whereas
the recently enacted program for Supreme Court Justices had pro-
vided annuities only for the Justices’” widows, the Conference was now
seeking annuities for the dependent children, as well as for the widows,

18 Priv, L. No. 1, ¢h, 8, 50 Stat, 923 (1987). . X

1 The “Grace Coolidge Act”, 1d., was later amended to provide presidential widows with an annuity
of $10,000 (See Act of Aug. 25, 1958, Pub. L. No. 85-745, § (e), 72 Stat. 838.), and still later amended to increase,
that amount to its present level of $20,000 (See Act of Jan. 8, 1971, Pub. L. No. 91638, § 6, 84 Stat. 1963
codified at 3 U.8.C. § 102 {1971}.).

20 100 Cong. Rec. 14563 (1054).

21100 Cong. Rec. 14672 (1954).

2 Two years later Senator Welker of Idaho observed that: “[Slome fast balls were pitched when the §5,000
benefit bill was passed through the Senate and the House. . . . Certainly I never heard about it, and I
know many other Senaters did not hear a word about it. See 102 Cong. Rec. 126819 (1956},

2 Act of Aug. 28, 1854, Pub. L, No, 83-702, ch. 1053, § 1, 64 Stat. 918 {codified at 28 U.8.C, § 875 (19703,
as smended, 28 U.8.C,A. § 875 (Supp. I, 1975)).

2t The newly added § 375 then provided that: .
St” % 375. Annnities to widows of the Chief Justice and Associate Justices of the Supreme Court of the United

ates.

““(a) The Director of the Administrative Office of the United States Courts shall pay to the surviving
widow, if any, of a Justice of the United States who has died or who dies while in regular active service, or
who has died or who dies after having retired or resigned under the provisions of this chepter, an annuity
in the amount payable to the beneficiary under the Act of Jan. 14, 1937 (50 Stat. 923, chapter 3).

“(b) An annuity granted under the provisions of this section shall acerue monthly and shall be due and
payable in monthly installments on the first business day of the month following the month for which the
annuity shall have accrued. Sueh anuuity shall commence on the first day of the month in which any such
Justice dies, or on the first day of the month in which this section is enacted, whichever is later, and shall
terminate upon the death or remarriage of the annuitant.” .

2 Bee the “Appendix” to the ““Annual Report of the Proceedings of the Fudicial Conference of the United
g:aztgs,l gf’eg)teénzggr 19-20, 1955, which reports the Special Session of the Judicial Confersnce held on Mareh

-25, ) 8 .

% See the “Annual Report of the Proceedings of the Tudicial Conference of the United Btates, September
19-20, 1055,” at 23.
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of other federal judges. In addition the Conference was expressly
endorsing a contributery program, perha,%s in response to Senator
Douglas’ remarks concerning the earlier McCarran-sponsored non-
eontributory proposal.”

House Judiciary Committee Hearings

By the time the Conference had reaffirmed its recommendations in
September of 1955, five different bills had been introduced in the
Eighty-fourth Congress to provide annuities for survivors of all
Article IIT judges through programs which required the judges to
contribute a percentage of their salaries to a common fund.?® Early
in the second session of that Congress, on February 6, 1956, the House
Judiciary Committee held hearings on the four House bills, with
attention focused mainly upon the Judicial Conference’s preferred
proposal, H.R. 6974, and recommended committee amendments to
that bill.* The basic objective of H.R. 6974 and its related amend-
ments, as emphasized in testimony offered by Judges John R. Biggs,
Jr. and Eugene Worley,® was a program which would provide not
only some financial support for widows and dependent children, but
survivorship benefits fully comparable to those then available to
Members of Congress under the Civil Service Retirement program.®!

# Seo note 16, supra, and accompanying text.

2 The five bills were: H.R.75; H.R.878; H.R.3764; H.R. 6074; and 8. 3410. The last two bills were endorsed
by the Judieial Conference in letters filed with the Chalrmen of both Judiciary Committees. It should be
noted that, although the five bills were described a8 covering Artiele ITI judges (those entitled to hold office

ng good behavior), Supreme Court Fustices were not covered, and certain Article I judges (those en-
titled to hold office only for s specified period of years) from the territories of Hawail, Puerto Rico, Alaska,
Guam, the Virgin Islands, and the Canal Zone were expressly included. Judges of the U.8. Tax Court
who wers then also appointed to office under Article T, were not covered, however, because they already had
a pension plan of their own which provided survivors’ snnuities.

20 Hearings on HL.R. 75, H.R. 678, H.R. 3674 and H.R, 6974 Before Subeomzm. No. 5 of the House Comm.
on the Judiciary, 84th Cong. 2d Sess. (1956) (Hereinafter House Hearings, 1956).

# Judge Biggs was then Chief Judge of the U.8. Court of Appeals for the Third Cireuit, and Judge Worley
was then a judge on the United States Court of Customs and Patent Appeals. Both wers representing the
Judicial Conference’s Committee on Court Administration.

3 Although the Civil Service Retirement pregram was established in 1920 (Act of May 22, 1820, ch. 195,
41 Stat. 614, a8 amended 5 U.8.C. §8301 et. seq. {1967}, }, and survivor benefits were added to that program
in 1940 (Aet of Jan, 1, 1940, Pub. L. No. 76-263.), Members of Congress first became eligible for retirement
benefits through that program under the Legislative Reorganization Act of 1946 (Pub. L. No. 79-601, Title
VT, § 602, 60 Stat. 850 (1946).), and for survivorship benefits in 1948 (Act of Feb, 28, 1948, Pub. L. No. 80426,
ch. 84, §4(6)(c), as amended 5 U.8.C, § 8341 (1967.). Although that!1948 legislation did not provide protection
for survivors of Members who died while still in service, such protection was subsequently added in 1954
(Act of March 6, 1954, Pub, L. No. 303, ch. 59, § 1, 68 Stat, 21.) Thus, by 1956, when the Houge Judiciary
Committee was holding its hearings, the survivorship provisions which were applicable to Members of
Cg‘rﬁgr*es*s were aceurrately summarized as follows:

_*[T)he widow of a Member covered by the system who dies in office (after having served at least 5 years),
if she has been married to him at least 2 years or is the mother of his child, shall be paid an annuity beginning
after she reaches age 50 (or before that age if she has children under 18 or disabled) and continuing until death
or remarriage, equsal to half the potential retirement annuity earned by her husband up to the time of his
death, This widow’s annuity smounts to 34 of 8 sum equal to 214 percent of the Member's average snnual
basie compensation since August 2, 1948, multiplied by his years of service as 8 Member of Congress and
certain active service performed as a member of the Armed Forces and as a legislative employee plus 134
percent of such average compensation multiplied by years of pricr etvilian governmental services. In no case
is the widow’s annuity to be more than 3715 percent of the basic salary the Member was receiving at the time
ofhisseparation from serviee as 2 Member. In order that service ag & Member of Congress or other prior civil-
ian service may be counted in this computation either the deposit (based on the contribution rates in effect
at various pertods of time) required by the act must have been made with respect to such service or the
'Mgmh?;r's potential annuity must be reduced by an amount equal to 10 pereent of the unpaid deposit with
inlerest,

“A widow with children wounld receive an additional annuity for each child equal to the lesser of () one-
fourth of the Member's potential annuity, (5 $800 divided by the number of children, or (¢) $360. If the
Member leaves no widow but surviving children under 18 or incapable of self-sugport each child would re-
celve an annuity equal to the widow’s annuity but not more than $1200 divided by the number of children
or $480 whichever is lesser.

“In the event of the death of a Member of Congress after retirement on sanuity his widow (f under 50
and having children under 18) would receive an annuity as above stated until age 50 and the children also
would receive annuities as above stated. If the Member retired having elected a reduced annuity so as to
provide protection for his dependent survivors, his widow after age 50 would receive an annuity equal to
one-half the amount of his regular retirement annuoity before reduction. X

“Whether or not annuities are paid, lump-sum payments at the death of the Member or the last surviving
annuitant are made if warranted by the prineiple embodied in section 12 of the Civil Service Retirement
Act that amounts of retirement desposits or deductions not actually used for the payment of annuities shall
be returned to the Member's designated beneficiary, next of kin or estate, Such return is also made in case
the Member dies in office after less than 5 years’ service.”—See House Hearings, 1956, at 24-25,
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Although the members of the committee were apparently not opposed
to the concept of a truly comparable program, two aspects of the
program chosen by the Judicial Conference, and embodied in H.R.
6974, were obviously noteworthy departures from the program then
available to Members of Congress, and committee members under-
standably directed their questions to those two deviations.

Percentage-of-Annual-Salary Contribution Rates

The first difference between the programs was that of the percentage
of annual salary contributed into the central fund. Under Civil
Service Retirement, Members were then contributing 6 percent of
their annual salaries of $22,500, or $1,350 each year, to t%neir program .32
Under H.R. 6974 the judges would only have been required to con-
tribute 1.5 percent of their annual salaries to their fund. In the case
of district court judges, who where then also receiving annual salaries
of $22,5600, the yearly contribution would have amounted to $337.50,
$1,012.50 less than a Member’s yearly contribution. When committee
members asked supporters of H.R. 6974 to explain why Congressmen
had to pay four times more than judges for the same benefits,® the
explanation offered was that the Congressmen were paying for both
their own retirement benefits and their survivors’ benefits, while the
judges would be paying only for their survivors’ benefits. Under the
Constitution all Article ITI judges are guaranteed the salary of their
offices for as long as they remain in those offices * and, under 28 U.S.C.
§ 371, those judges are able to resign or retire from active service
while retaining the salary of their offices for the rest of their lives.®
In essence, Congressmen are required to buy their retirement benefits
while judges are not. Therefore, in theory, the rate of contribution
for the judicial program did not have to be as high as that for the
Members’ program. The 1.5 percent-of-annual-salary figure used in
H.R. 6974 was then justified with the argument that, of the 6 percent
of annual salary contributed by Members, only one-fourth of that
amount was required to support their survivors’ benefits.?

Although that justification of the 1.5 percent contribution rate was
highly questionable, not a single member of the committee explored
the question further, even though at least one supporter of H.R. 6974
frankly admitted that the basic premise upon which the entire justifica-
tion theory was based was uncertain. Mr. Will Shafroth, the Chief
of the Division of Procedural Studies and Statistics in the Administra-
tive Office of the U.S. Courts, testified that:

H.R. 6974 provides for a contribution rate of 1% percent
of salary. This amount was arrived at by segregating the
cost of survivorship pension from the cost of retirement

32 Act of Feb. 28, 1948, Pub. L. No. 80426, ch. 84, § 10, 62 Stat. 53, as amended 5 U.S.C. § 8334(c) (1967).

3 House Hearings, 1956, at 15-16 and 32-34.

3 U.8. Const., art. IIT, § 1.

3 Under the Act of June 25, 1948, ch. 646, 62 Stat. 903, as amended by the Act of Oct, 31, 1951, ch, 655,
§ 39, 65 Stat. 724 and the Act of Feb. 10, 1954, ch. 6, § 4(a), 68 Stat. 12 (codified at 28 U.S.0. § 371 (1968)),
an Article IIT judge could, in 1956, either resign from office at age 70 with 10 years of service and continue
to draw ““the salary which he was receiving when he resigned” for the rest of his life, or retire from regular
active service at age 70 with 10 years of service, or ar age 65 with 15 years of service, and draw ‘‘the salary
of the office’” for the rest of his life. 28 U.8.C. § 371 has remained unchanged since 1954.

36 House Hearings, 1956, at 15-16, 25, 28, 32-33, and 38-39.
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annuities in the civil service retirement system and applying
that basis to the judiciary. '
x Kk %k

There are no comparable figures for Congressmen since
their survivorship provisions are of recent origin. * * *¥

When Mr. Shafroth made those remarks he was, in essence, telling the
committee that, although the 1.5 percent figure might well be accurate
for the Civil Service Retirement program as a whole, it might very
well not be an accurate figure for Members alone. In fact the figure
was very inaccurate. In 1956 there were only 437 Representatives
and 96 Senators sitting in the Eighty-fourth Congress. If all of them
had been contributing to the Civil Service Retirement program they
would only have constituted one-fourth of one percent of that pro-
gram’s contributing membership.?® Thus, those Members who were
participating in the program were enjoying the advantages of member-
ship in one of the largest contributory annuity programs in existence.?®
Generally, in any group insurance or annuity program, the larger the
membership, the greater the income and investment-earning potential
of the fund—and the lower the cost to each individual member. Had
those 533 Members been contributing to a group plan open only to
Congressmen, the cost of their survivorship benefits would have surely
been far greater than 1.5 percent of their annual salaries. Yet the
proponents of H.R. 6974 were presuming that the Members’ costs, if
they did have their own program, would remain the same. That
presumption was the very core of their evidence in support of a 1.5
percent contribution rate for a program which, in 1956, could not
possibly have had a total membership in excess of 384.9 Not sur-
prisingly, the Chairman of the Civil Service Commission cited this
completely inaccurate analogy as one of the reasons for the Com-
mission’s opposition to enactment of H.R. 6974.4

Inclusion of All Existing Widows of Former Judges

The second difference between the program proposed in H.R. 6974
and the Members’ program was a provision which would have con-
ferred upon every then-existing widow of a former judge an immediate
annuity, even though her husband would quite obviously never have
made a single contribution to the program. When Chairman Emanuel
Celler tried to determine how much that provision would cost con-
tributing judges, the following dialogue resulted:

Mr. CeLrER. * * * under this system, what would be
the percentage of salary a judge would have to pay * * *?
Judge Biaas. He would pay 1% percent of his salary.

37 Id., at 38-39.

38 In 1956 there were 2 million contributing members in the Civil Service Retirement Program. Thirty-
Sixth Annual Report of the Board of Actuaries of the Civil Service Retirement System for the Fiscal Year
Ended June 30, 1956, H.R. Doc. No. 310, 85th Cong. 2d Sess. 4 (1956).

) » Onﬁ'1 the Social Security program, which cannot truly be described as an annuities program per se was
arger. Id.

4 In 1956 there were 384 federal judges who would have been eligible to join the program proposed in
H.R. 6974. See Annual Report of the Proceedings of the Judicial Conference of the United States, September
19-20, 1956, at 73.

« House Hearings, 1956, at 23.
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Mr. Cerner. What would it be without the existing
widows?

Judge Bigas. I think it would be the same; the cost
of annuities to present widows would be very small,
fortunately.®

Judge Biggs then observed that the inclusion of existing widows was
‘not a complete departure from the Congressional system’ because,
under the 1954 legislation which had provided coverage for survivors
of Members who died while in office,® all widows of Members who had
died while in office between November 4, 1952, and March 6, 1954,
were included.* Although Judge Biggs was not asked how many
widows were thus included—the answer would have been eight®—
Congressman Kenneth B. Keating did note that: “In your case, a
woman who has become a widow in 1940 or 1930 even would be
eligible.”# In response, Judge Biggs replied: »

That is correct. All I can say, of course, is that the number
[of existing judicial widows] 1s small. Some of these ladies
have been in rather difficult straits over the years. The logic
of the position may not be unassailable, but the number is
small, and I for example, I think would have difficulty in
justifying my position * * * would have great difficulty
in looking my friend * * * [name of judicial widow] * * *
in the eye if she is not included.*

In the final analysis, Judge Biggs’ very frank response to Congressman
Keating’s question capsulized the issue; quite obviously the annuities
for the existing 115 such widows were badly needed i many cases.
Equally obvious, however, was the fact that H.R. 6974 contained no
provision for financing them. In addition to its disapproval of the
percentage contribution rate of 1.5 percent,®® the Civil Service
Commission also cited this inclusion of all existing judicial widows
as a basis for opposing H.R. 6974.%°

House Judiciary Committee Action

Following the House hearings, Subcommittee No. 5 of the House
Judiciary Committee recommended H.R. 6974 to the full Committee,
with the proposed amendments examined during the hearings incorpo-
rated as a substitute for the bill’s original content. The full committee

214, at 14, Judge Bigegs had earlier estimated that the cost of annuities for the 111 widows who were
in existence several months prior to his testimony would be approximately $275,000 in the program’s first
year and less each year thereafter as the number of “blanket-ed in”’ widows diminished, with a maximum
overall cost of $900,000. Id., at 18. On the day of his testimony there were actually 115 existing judicial widows,
and by the time the judicial survivors’ annuity program began paying snnuities there were 121 existing
judicial widows. For the costs actually incurred by the program which was finally enacted, see Table “B”,
infra. For the cost of annuities to the “blanket-ed in”” widows, see Hearings on 8. 12 and Related Amend.
ments Before the Subcomm. on In'}?rovements in Judicial Machinery of the Senate Comum. on the Judiciary,
94th Cong. 1st Sess. (1975}, at 60, Table 8.

4 Bee note 31, supra.

+# House Hearings, 1956, at 17.

4§ See “Biograpbical Directory of the American Congress, 1874-1975", at 423-434.

4 House Hearings, 1956, at 20,

 1d.

% Noie 41, supra.

4 The Chairman of the Commission stated: R

“The Commission cannot favor enactment of any legislation which would extend survivor annuities on
aretroactive basis to widows of officials or employees of the Government who died at a time when there was
ne law in existence providing for such benefits. ‘The Commission has consistently taken the view that such
legislation is undesirable and has without sxception reported adversely on legisiative proposals which would
grant such retroactive benefits either to widows of deceased Federal employees generally or to selected
groups of the same.””-—House Hearings, 1956, at 22, See also House Hearings, 1956, at 19-20.

© conm———i
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further amended the bill and ordered a clean bill, H.R. 111243°
reported on May 16, 1956.5' In addition to citing those arguments
offered in support of Senator McCarran’s bill in 1950, the House
Judiciary Committee Report adopted the justification theory offered
by proponents of H.R. 6974 ® and recommended a contribution rate of
1.5 percent.® The Report also fully endorsed the conferral of annuities
upon all existing widows with the following explanation:

The bill also contains a provision which would provide for
the payment of an annuity to the widows of judges who
have died prior to the enactment of this legislation. It is the
opinion of the committee that equity and justice require that
those individuals be included under the provisions of this
bill . . . Your committee sees no reason why the Govern-
ment should not extend some financial assistance to these
elderly ladies whose deceased husbands had rendered the
Government years of service.’

Unfortunately, however, H.R. 11124 included no provision for “Gov-
ernment”-—or any other—financing of these annuities.

Senate Judiciary Commiltee Action

Two days before the House Judiciary Committee filed its report, the
Senate Judiciary Committee had filed a report on S. 3410,% the onlgr
Senate bill designed to provide annuities to judicial survivors.”
S. 3410 was in fact a companion bill to H.R. 6974 and, accordingly,
had also received Judicial Conference approval.’® Although no hear-
ings were held on S. 3410, the Senate Committee did take notice of the
earlier House hearings on H.R. 6974 and received correspondence in |
support of S. 3410 from several of the witnesses who had a,p{)ea,red
before the House Committee.®® With the exception of several very
minor differences, S. 3410, as recommended, and H.R. 6974, as
originally recommended by the House subcommittee,’® were identical,
as were the Senate Committee’s reasons for supporting both the 1.5
percent contribution rate and the inclusion of all existing widows.®

Floor Debate and Passage of the House and Senate Bills

On May 21, 1956, Chairman Celler moved to suspend the House
rules and pass H.R. 11124.% Although several Congressmen strenu-
ously objected to the rushed consideration of the measure,® the
question was called after only forty minutes of debate and the bill

-5 H, R, 11124, 84th Cong., 2d Sess. (1856) was introduced by Congressman Emanuel Celler, Chairman of
the House Judiciary Committee, ou May 9, 1956. See 102 Cong. Rec. 7859 (1956).

8 H,R. Rep. No. 2170, 84th Cong., 2d Sess. 1 {1958).

3 See note 12, supra, and accompanying text.

5 See notes 33-36, supra, and accompanying text.

: %R.t]iep. No. 2170, 84th Cong., 2d Sess. 4 (1956).

., b4,

% 8, Rep. No, 1983, 84th Cong,, 2d Sess. {1956).

# Ses note 28, suprs.

3 See note 28, supra, and 8. Rep. No. 1988, 84th Cong., 2d Bess. 2 and 17 (1956).

# 8. Rep. No, 1983, 84th Cong., 2d Sess, 6-7, 9-19 (1958).

% Bee notes 20-49, supra, and accompanying text. .
teu Compare 8. Rep. No, 1983, 84th Cong., 2d Sess., 5-6 (1956) with notes 54-55 supra, and accompanying

xt.

& See 102 Cong. Rec, 8574 (1056), . o

8 Beo 102 Cong. Rec. 8577-78 and 8380 (1956), At one point in the debate Mr, Williams of Mississippi noted
the Civil Service Comsnission's refuss! to administer the program (See notes 41, 48, and 49, supra, and
accompanying text.) and argued that: -

“I think the House would be making a grave mistake 1o pass legislation without giving it full, complete,
and thorough consideration and without having every provision in the bill explained to the satisfaction
of the membership. We are not being given an opportunity to work our will on this legislation.. . .” 102
Cong. Rec. 8580 (1956).

$.Rept,94=799 O~ 76 ~ 3
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was passed by a vote of 238 to 52.% Significantly only one opponent
questioned the 1.5 percent contribution rate, and his challenge was
effectively silenced with the same justification theory offered to the
House subcommittee and endorsed in the Committee Report.® No
questions were raised regarding the automatic inclusion of existing
widows. On the following morning the House requested the Senate’s
concurrence on H.R. 11124.%

Having once passed over ¥ and once deferred consideration of %
H.R. 11124, the Senate finally considered its own bill, S. 3410, on
July 13, 1956.%° Senators Gore and Welker both raised questions
concerning the cost of the program, and Senator Gore, estimating
that “the 1% percent [contribution rate] provided in the bill would be
sufficient to defray only 40 percent of the cost of the program,”
offered three amendments to S. 3140 designed to provide a “‘reasonable
proximity "of actuarial soundness”.” His amendments (1) required
that a judge have actually contributed from his judicial salary for a
period of at least five full years before his widow would be entitled to
an annuity, (2) required a judge to contribute 3 percent of his annual
salary instead of 1.5 percent, and (3) deleted the provision providing
annuities to all existing widows.” After those amendments were agreed
to, Senator Eastland moved to substitute the amended text of S. 3410
for the text of H.R. 11124, his motion was agreed to, and H.R. 11124,
as so amended, was passed.” Three days later the House disagreed to
the Senate’s amendments and agreed to the Senate’s request for a
conference.™

Conference Action and Final Passage of H.R. 11124

On July 25, 1956, Senator Eastland presented the Conference Com-
mittee Report on H.R. 11124 ™ to the Senate.”® The Conference
Committee recommended acceptance of the bill as originally passed
by the House with one exception; it recommended acceptance of
Senator Gore’s second amendment requiring the judges to contribute
3 percent, instead of 1.5 percent, of their annual salaries to the pro-
gram. The Senate agreed to the Conference Committee recommenda-
tions. On July 26, 1956, Chairman Celler presented the Conference
Committee Report to the House,” it was agreed to without objection,’®
and on July 27, 1956, the Eighty-Fourth Congress adjourned sine die.
Seven days later, on August 3, 1956, President Eisenhower signed
H.R. 11124, creating the judicial survivors’ annuity program now
in existence.”

o See 102 Cong. Rec. 8581 (1956).

4 See 102 Cong. Rec. 8578 (1956).

9 See 102 Cong. Rec. 864344 (1956).

%7102 Cong. Rec. 9962 (1956).

8 102 Cong. Rec. 12330 (1956).

# 102 Cong. Rec. 12616-12623 (1956).

70 102 Cong. Rec. 12620 (1956).

nIqd.

7 1d.

72 102 Cong. Rec. 12623 (1956).

74102 Cong. Rec. 12957 (1956). See also 102 Cong. Rec. 13073 (1956), which reports that on July 17, 1956,
the Senate agreed to a request from the House for a conference.

5 Conf. Rep. No. 2934, 84th Cong., 2d Sess. (1956).

78102 Cong. Rec. 14433 (1956).

77102 Cong. Rec. 14755 (1956).

7 102 Cong. Rec. 14758 (1956).

7 Act of Aug. 3, 1956, Pub. L. No. 84-973, 70 Stat. 1021 (codified at 28 U.S.C. § 376 (1970), as amended,
28 U.8.C.A. § 376 (Supp. I, 1975)).
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COMMENTS

The preceding material would appear to justify two observations
by this committee today.

First, although a majority of Congressmen were obviously in favor
of providing survivorship benefits for the wives and children of federal
judges which would be substantially similar to these benefits available
to their own wives and children, they were also very aware of two
important differences between the nature of the two occupations. They
recognized that a federal judge holds his office for life, while a Congress-
man must stand for re-election at regular intervals. They also recog-
nized that a judge is accorded—without having to make any contribu-
tions—a retirement “salary’ identical to his salary of office, while a
Congressman must purchase his retirement annuity, which in most
cases is substantially smaller than his salary. Although those two
facts did not mitigate against the provision of similar survivors’
benefits, they did suggest that federal judges enjoyed a significantly
greater measure of financial security.

Second, the program which finally was established to provide
benefits for judicial survivors, although presumed to be “comparable’”
to the Civil Service System’s program, was in fact not really at all
comparable. At every step along the legislative road an inaccurate
analogy was drawn to a program one-hundred times larger, yet that
analogy was never fully questioned. In its haste to act between mid-
May and the end of the session in late July of 1956, Congress over-
looked both the limited size of the program’s membership and the
impact upon the program’s fund of immediately bestowing annuities
upon 121 existing widows when no provision whatever had been made
to finance those. annuities. Only Senator Gore’s insistance upon a 3-
percent contribution rate prevented both Houses from accepting a
1.5-percent contribution rate, one which time and events would only
have proven to be twice as inadequate as the 3-percent rate has, in
fact, proven to be. In the final analysis, Congress established a program
which would have been fiscally unsound even if it had not been im-
mediately burdened with 121 unfinanced annuities.

II. EMERGING PROBLEMS AND CONFLICTING REMEDIAL PROPOSALS—1956—72

THE FIRST 10 YEARS

Although only minor changes were made in sections 375% and
3768 of Title 28 U.S.C. between 1956 and 1971, it did not take long
for the built-in inadequacies of the judicial survivors’ annuity pro-

% See note 23, supra, and accompanying text. Although Senator Everett Dirksen introduced a bill, S. 1686,
in the 88th Congress (See 109 Cong. Rec. 9859 (1963)) to increase the amount of the annuity provide
under § 375 to $10,000 in accordance with annuities for presidential widows (See note 19, supra.), no hearings
were ever held and no action was ever taken on that bill.

81 In 1958, incidental to Alaska’s admission to the Union, § 376’s application to Alaska’s territorial judges
was stricken, with the proviso that those rights already accrued by Alaska’s territorial judges under § 376
would not be affected. See Act of July 7, 1958, Pub. L. No. 85-508, § 12(n), 72 Stat. 348. In 1967, incidental
to the creation of the Federal Judicial Center, both the Director of that institution and the Director of the
Administrative Office of the U.8, Courts were deemed to be federal judges for the purpose of joining the
judicial survivors annuity program. See Act of Dec. 20, 1967, Pub. L. 90-219, Title II, § 202, 81 Stat. 668-69.
In 1968 subsection (a) of § 376 was amended to permit a judge who was not married at the time of his appoint-
ment, and who remained unmarried for more than six months following that appointment, to join the
judicial survivors’ annuity program within six months of the date upon which he subsequently married.
See Act of Aug. 8, 1968, Pub L. No. 90466, 82 Stat, 662. See also H.R. Rep. No. 1330, 90th Cong., 2d Sess.
(1968) and 8. Rep. No. 1464, 90th Cong., 24 Sess. (1968).
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gram to become a matter of concern to both the judges and Congress.
Recommended reforms were soon proposed by both branches of the
Government.

The first such recommendation was the result of the Conference’s
realization, in March of 1960, that legislated revisions of the Civil
Service Retirement program were creating minor disparities between
that program and 28 U.S.C. § 376.%? By 1962, the Director of the Ad-
ministrative Office of the U.S. Courts reported that “[Clurrent judi-
cial and survivor participation varies substantially from the forecast
contained in a report on an actuarial study conducted as of June 30,
1958 . .. ,”8 and in March of 1963 the Judicial Conference was
officially informed that the judicial survivors’ annuity program was
“insufficiently funded.”® Thus, within seven years of the program’s
creation, the judges were beginning to see the consequences of having
assumed that their very small program would operate in the same
way in which the much larger Civil Service Retirement program
operated.

Nevertheless, there is evidence that the very real limitations of a
small program were still largely misunderstood. At the Judicial Con-
ference’s meeting in September of 1965, Judge Biggs, of the Commit-
tee on Court Administration, informed the Conference that the Third
Actuarial Valuation of the Judicial Survivors’ Annuity Program “indi-
cates . . . that the fund will be completely exhausted by 1084;” % yet
that same session of the Conference approved a bill in the 89th Con-
gress which would have increased benefits received by existing and
future annuitants.® By March of 1966 the judges were studying a pro-
posal under which only the government’s contributions to the fund
would be increased from an amount equal to that contributed by the
judges to whatever amount would be necessary to keep the fund
solvent,® and one year later the Judicial Conference chose that ap-
proach over a recommended merger of their program into the Civil
Service Retirement program.®®

8. 3066 AND 8. 3060, 90TH CONGRESS—1966

Within one year after their decision, however, the merger proposal
was fully resurrected when Senator Tydings, Chairman of the Senate’s
Subcommittee on Improvements in Judicial Machinery, introduced
S. 3055 as “The Judicial Reform Act”.® The bill was, in effect, an
‘‘omnibus” approach to a multitude of recommended reforms for the
federal judiciary, and Senator Tydings described Title III of S. 3055
as ‘“‘merger legislation,” designed to “make participation in the civil
service survivorship plan available to judges and justices alike * * *

82 See the “Appendix” to the “Annual Report of the Proceedings of the Judicial Conference of the United
States, September 21-23, 1960,”” which reports the Special S8ession of the Judicial Conference held on March
10-11, 1960, at 410, where the Conference approved the first draft bill designed to reform the program.

% See the ‘‘Annual Report of the Director of the Administrative Office of the U.S. Courts, 1962, at 156.
The reason the actuaries’ forecasts were not accurate is that those actuaries never assumed that 121 widows
would be receiving annuities which had never been financed.

tﬂé See the “Report of the Proceedings of the Judicial Conference of the United States, March 11-12, 1963,"
at 6.
L 9:;"5 See ttl;g ““Report of the Proceedings of the Judicial Conference of the United States, September 22-23,

7 at 56.
8¢ Id., at 62, where the Conference approved H.R. 5506, 89th Cong., 1st Sess. (1965).

t‘;_Ssee “Report of the Proceedings of the Judicial Conference of the United States, March 10-11, 1966,”
a .
# See “‘Report of the Proceedings of the Judicial Conference of the United States, March 30-31, 1967,”

at 15,
8 8, 3055, 90th Cong., 2d Sess. (1968).
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(and to) * * * place * * * judges and Members of Congress on
an equal footing * * * at an equal rate of contribution.” ® Signifi-
cantly, however, on the same day on which he introduced S. 3055,
Senator Tydings introduced S. 3060,°! a bill designed to provide
benefits for judicial widows equal to those received by Members’
spouses simply by amending 28 U.S.C. § 376.% S. 3060 was, in fact,
the proposal drafted by the Administrative Office of the U.S. Courts
and the Judicial Conference’s Committee on Court Administration
following the Conference’s rejection of a merger with the Civil Service
program in 1967.%

Senator Tydings introduced his two bills on February 28, 1968,
and on the same day the Judicial Conference withdrew the disapproval
of merger it had expressed a year earlier and agreed to temporarily
“defer the question of whether it would be desirable to merge the
Judicial Survivors’ Annuity Fund with the Civil Service Retirement
Fund. * * *” % When Judge Biggs appeared before the subcommittee
at the end of April, he expressed only his ﬂersonal preference for the
merger proposal, S. 3055,% and one week later, when Darwin H.
Anderson, the Chief of the Administrative Office’s Division of Busi-
ness Administration testified, he cautioned that, although S. 3055
was ‘“an excellent proposal” and S. 3060 “would be a very good
substitute bill,” those opinions should be considered as nothing more
than his personal appraisals. He informed the subcommittee that he
was emphasizing that fact ‘“because neither of these bills has been
considered by the Judicial Conference. * * *’% Both Mr. Anderson’s
testimony, and that of Andrew E. Ruddock, the Director of Civil
Service Commission’s Bureau of Retirement and Insurance, were
very limited, presenting to the subcommittee little more than a brief
review of the perceived deficiencies in the existing judges’ program.®
Following those hearings, the Judicial Conference, in September,
again deferred action, preferring to await the introduction of a revised
bill in the 91st Congress.

8. 1511, 91ST CONGRESS—1969

That revised bill, S. 1511, was introduced by Senator Tydings on
March 12, 1969,'°° along with S. 1506, a modified version of “The
Judicial Reform Act” which he had sponsored in the previous Con-
gress.!” On May 6, 1969 Congressman Peter W. Rodino introduced a

% See Hearings on S. 3055, S. 3060, S. 3061, and 8. 3062 Before the Subcomm. on Improvements in Judicial
Machinery of tg: Senate Comm. on the Judiciary, 90th Cong., 2d Sess. (1968)_(Hereln‘:‘nter Sen’ete Hearings,
1968), at 20. In fact Justices, judges and Members would not have been contributing ‘‘equally’’. Subsection
(b) (23 of the proposed new section 8349 of 5 U.8.C. would have required Justices and judges to contribute
only 3 percent of their annual salaries. In 1968 Members were contributing 7.5 percent of their annusal salaries.
See Sec. 301 of 8. 3055, 90th Cong., 2d Sess. (1968) as reproduced in the Hearings at 7-8.

" 8, 3060, 90th Cong., 2d Sess. (1968). X

¢ See the reproduced text of 8. 3060 in Senate Hearings, 1968, at 11-15.

% See éxote 32},t sup‘ir‘;as,6 anddS:a%tt(awHth)mngs, 1968, at 219.

% 114 Cong. Rec. an .

8 See “Regport of the Proceedings of the Judicial Conference of the United States, February 27-28, 1968,”
at 9.

9% Senate Hearings, 1968, at 41.

o Id., at 220 and 228.
8 1d., at 220-240. Those 20 pages were the extent of the testimony received concerning the proposed re-

reformation of the judicisl survivors’ annuity program in a hearing record which ran 311 pages in length.

9 See “ Report oilthe Proceeding of the Judicial Conference of the United States, September 19-20, 1968,"
at 53.

100 8, 1511, 91st Cong., 1st Sess. (1969).

101 Senator Tydings’ re-introduced *“Judicial Reform Act”, S. 1506, 91st Cong., 1st Sess. (1969), was only a
slightly modified version of S. 3055, 90th Cong., 2d Sess. (1968). Once again, the proposed merger of the
judicial survivors’ annuity program into the Civil Service Retirement program was presented as Title III
of the bill. 8. 1511 was simply a separate presentation of Title III of 8. 1506. Other objectives of S. 1506 were
also separately int,roducedp as 8. 1507, 8. 1508, S. 1509, §. 1510, S, 1512, S. 1513, 8. 1514, S. 1515, and 8. 1516.
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companion bill in the House of Representatives,'” and on June 2
Senator Tyding’s subcommittee commenced hearings on his entire
reform package.!® In the course of those hearings, Title IIT of S.
1506 and S. 1511, the two ‘“‘merger proposals,” were never accorded
more than the most perfunctory attention; any comment upon either
went no further than a simple endorsement of the proposals as one
means of updating the judges’ survivors’ program.!®* Nevertheless,
the Judicial Conference approved $. 1511 at its October meeting,!®
two years after having expressed a preference for a simple increase
in government contributions and reformation of their own program’s
benefits.!®® Within one month of that reversal in preference, Judge
Robert A. Ainswroth, Jr., representing the Conference’s Committee
on Court Administration, appeared before the Tydings subcommittee
to offer testimony regarding ‘‘the activities of the Judicial Conference”
related to S. 1506.!% Although Judge Ainsworth reported the Con-
ference’s recent “approval, in principle’” of S. 1511 and Title III of
S. 1506 in his prepared remarks,'®® he never mentioned the judicial
survivors’ annuity program during his actual testimony. In fact, the
matter never was the subject of discussion in any of the remaining
hearings held on S. 1506 and its associated bills. The issues of judicial
disqualification, judicial removal, filing of financial reports, and so
forth, effectively eclipsed any consideration of reforms in the judicial
survivors’ annuity program by the subcommittee, and there is evi-
dence that the same understandable preoccupation with other matters
was experienced by the Judicial Conference.!® )

Thus, in the fourteen years since the creation of the program, it had
taken the judges seven years to fully recognize its funding inadequa-
cies % and another six years to reluctantly agree that merging their
program with the Civil Service Retirement program was the preferred
solution to the problem.!!

Unfortunately, by the time the merger proposal was finally ap-
proved by the Judicial Conference, the financial cost of that solution
had become prohibitive. Eleven days before the Conference approved
S. 1511 the Ninety-First Congress had amended the Civil Service
Retirement law to require that any extension of the Civil Service
program’s coverage to new groups of employees fully finance the
unfunded liability of that coverage in thirty equal installment pay-
ments commencing in the fiscal year in which the extension of coverage

108 H, R, 10951, 91st Cong. 1st Sess, (1969).

103 Hearings 0;1 8. 1506, 8. 1507, 8. 1508,8. 1509, 8, 1510, 8. 1511, 8. 1512, 8. 1513, 8. 1514, S. 1515, q.n.d 8. 1516
Before the Subcomm, on Improvements in Judicial Machinery of the Senate Comm. on the Judiciary, 91st
Cong., 1st Sess. (1969) (Hereinafter Senate Hearings, 1969).

104 See Senate Hearings, 1969, at 5 and 174, .

105 See ‘‘Report of the Proceedings of the Judicial Conference of the United States, October 31—Novem-
bexl;)elé 1969, a1§753. 488

ee notes 87 an supra.

107 Hearings on S. 1506’, S.IiSO7, S. 1508, S. 1509, 8. 1510, 8. 1511, S, 1512, 8. 1513, 8. 1514, S. 1515, and S..1516
Before the Subcomm. on Improvements in Judicial Machinery of the Senate Committee on the Judiciary,
91st Cong. 1st and 2d Sess. (1969 and 1970) (Hereinafter Senate Hearings, 1970), at 5.

18 Senate Hearings, 1970, at 8. K

109 See “‘ Report ogf the Proceedings of the Judicial Conference of the United States, March 16-19, 1970,:;
at 9, and “Report of the Proceedings of the Judicial Conference of the United States, October 29-30, 1970,
at 76,

110 See notes 83-84, supra, and accompanying text.
111 See notes 87-105, supra, and accompanying text.
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was to begin.!’? On April 27, 1970 Mr. Edwin C. Hustead, Chief
Actuary in the Civil Service Commission’s Bureau of Retirement,
Insurance, and Occupational Health informed the Administrative
Office that enactment of S. 1511 would, under 5 U.S.C. § 8348(f),
require the immediate authorization of at least $47,400,000, or
$1,580,000 per year for the next thirty fiscal years.”® Whether the
general preoccupation with other proposed judicial reforms, or the
overwhelming cost of the proposed merger required by 5 U.S.C.
§ 8348(f), was the principle reason for Congress’ failure to enact
S. 1511 in 1970 cannot be determined from available records; perhaps
for both reasons, as well as others, the proposal died in Committee
at the conclusion of the Ninety-first Congress.

S. 28564, 92D CONGRESS—1972

One feature of S. 1511, however, the inclusion of widows of Supremé
Court Justices in the judicial survivors’ annuity program,'* was
resurrected very quickly in the next Congress. On April 1, 1971
Senator Hruska introduced S. 1479,''® a bill to increase the amount
of a Supreme Court Justice’s widow’s annuity under 28 U.S.C. § 375
from $5,000 to $10,000."® On the same date he also introduced S.
1480,"7 a bill to amend 28 U.S.C. § 376 to enable Supreme Court
Justices to eléct membership in the judicial survivors’ annuity pro-
gram, in lieu of limiting their widows to coverage under 28 U.S.C.
§ 375.1'% Both bills were referred to the Judiciary Committee’s Sub-
committee on Improvements in Judicial Machinery on April 26, 1971,
and on June 25, 1971, the subcommittee forwarded to the main com-
mittee a proposed committee report recommending that S. 1479 be
passed without amendment.!?

At its October meeting, the Judicial Conference approved S. 1479,
but refused to approve S. 1480, expressing a preference for full inte-
gration with the Civil Service Retirement system.? Exactly two

112 Pub, L. 91-93, Title I, § 103(a), 83 Stat. 137 (1969) added the following new paragraph to 5 U.S.C. § 8348:
“(f) Any statute which authorizes—

“(1) new or liberalized benefits payable from the Fund, including annuity increases other than
under section 8340 of this title;

“(2) extension of the coverage of this subchapter to new groups or employees; or

“(8) increases in pay on which benefits are computed; is deemed to authorize appropriations to
the Fund to finance the unfunded liability created by that statute, in 30 equal annual instailments
with interest computed at the rate used in the then most recent valuation of the Civil Service Retire-
ment System and with the first payment thereof due as of the end of the fiscal year in which each
new or liberalized benefit, extension of coverage, or increase in pay is effective.”

113 Letter from Edwin C. Hustead to Edward V. Garabedian, Administrative Office of the U.S. Courts,
JA%r‘ﬂ 27,1970, on file in the Subcom. on Improvements in Judicial Machinery of the Senate Comm. on the

udiciary.

114 See note 88, supra, and accompanying text.

15 8. 1479, 92d Cong., 1st Sess. (1971).

118 See notes 17-24 and 80, supra, and accompanying text.

n7 g, 1480, 92d Cong., 1st Sess. (1971).

118 In the Ninty-First Congress S. 1511 and Title III of S. 1506 had, of course, provided for the integration
of the Supreme Court Justices into the judicial survivors’ annuity program. See note 88, supra, and ac-
companying text. In addition to those bills, however, the Ninety-First Congress had also seen the introduc-
tion of 8. 4321, a bill with an identical purpose, and S. 4456, a bill to increase from $5,000 to $10,000 the an-
nuities conferred under 28 U.8.C. § 375.

113 Letter from Senator Quentin N. Burdick, Chairman of the Subcommittee on Improvements in Judicial
Machinery, to Senator James O. Eastland, Chairman of the Senate Committee on the Judiciary, June 25,
1971, on file in the Subcomm. on Improvements in Judicial Machinery of the Senate Comm. on the Judiciary.
See also Stafl of Senate Subcomm. on Improvements in Judicial Machinery, 92d Cong., 1st Sess., Report on
8. 1479 (Comm. Print No. 2, 1971). :
7712;88% “ Report of the Proceedings of Judicial Conference of the United States, October 28-29, 1971, at
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weeks later, however—before notice of the Conference’s action had
been published—Senators Burdick, Hurska, and Hart, in response to
wishes expressed by a majority of the members of the Judiciary Com-
mittee during executive session consideration of S. 1479, introduced
S. 2854, a bill designed to integrate the proposals previously embodied
in both S. 1479 and S. 1480.*? Five days later, on November 17, 1971
the Administrative Office of the U.S. Courts notified the Judiciary
Committee of the Judicial Conference’s October decision and for-
warded a copy of a draft bill modeled upon S. 1511 from the Ninety-
First Congress.’® In spite of that decision  however, when a hearing
was held on S. 2854 on February 2, 1972, the Assistant Director of
the Administrative Office testified that his office, the Judicial Confer-
ence, and all “members of the Supreme Court”’ supported the bill 1%
and on June 28, 1972, the Senate Judiciary Committee favorably
reported the bill with technical amendments.t®

As reported S. 2854 authorized: the election of membership in the
judicial survivors’ annuity program by Supreme Court Justices,
provided for the gradual phasing out of the noncontributory annuities
conferred upon Justices’ widows under 28 U.S.C. § 375, and increased
the noncontributory annuities, then being received by the six existing
widows of former Justices, from $5000 to $10,000. Two days later,
S. 2854 was passed by the Senate without debate.’¥ A companion bill,
H.R. 12101,*® was passed by the House on August 7,'*° after rather
lengthy debate, by a vote of 281 to 97. The opposition voiced against
H.R. 12101 was not directed against the proposal to reform the annuity
program, but rather against the program itself, especially the program’s
failure to in any way evaluate the needs of individual recipients of
non-contributory annuities.®® Immediately after the passage of

121 See a letter from Senator Quentin N. Burdick to Senator Sam J. Ervin, Jr., Feb. 22, 1972, on filein the
Subcommittee on Improvements in Judicial Machinery of the Senate Committee on the Judiciary.

122 Tn his introductory remarks, Senator Burdick described the objectives of S. 2854 as follows:

“The purpose of this bill is to bring Supreme Court Justices under the judicial survivors annuity plan and
provide for their contribution to the benefits which would be payable to their widows and dependents. The
bill would also phase out the noncontributory pension under section 375 of title 28 by providing that the
noncontributory pension shall not apply to the widow of any justice who became a member of the court after
enactment of this bill. Nor would the noncontributory pension apply to the widow of any existing justice who
elected to enter the contributory plan. Thus, eventually, the noncontributory pension would be eliminated
completely and Justices of the Supreme Court would be treated the same as all Federal employees, including
the elected Members of Congress—all of whom are given the opportunity to contribute to the benefits which
might be payable to their widows and dependents.”—117 Cong. Rec. S. 18311 (daily ed., Nov. 12, 1971),

18 Letter from William E. Foley, Deputy Director of the Administrative Office of the U.S. Courts, to
William P. Westphal, Chief Counsel of the Senate Subcommittee on Improvements in Judicial Machinery,
November 17, 1971, on file in the Subcommittee on Improvements in Judical Machinery of the Senate
Committee on the Judiciary.

12¢ Hearings on S. 2854 and S. 1480 Before the Subcommittee on Improvements in Judicial Machinery of
the Senate Committee on the Judiciary, 92d Cong., 2d Sess. (1972) (Hereinafter Senate Hearings, 1972).

125 Senate Hearings, 1972, at 10. In fact, the Judicial Conference had not formally approved 8. 2854 at the
time of the Hearings. See note 120, supra. At the time of the Hearings only the Conference’s Committee on
Court Administration had approved the bill. See* Report of the Proceedings of the Conference of the United
States, April 6-7, 1972, at 24,

126 §, Rep. No. 92-929, 92d Cong., 2d Sess. (1972).

127 118 Cong. Rec. S. 10866-67 (daily ed., June 30, 1972).

128 {, R, 12101, 92d Cong., 1st Sess. (1972). Congressman Celler had introduced H.R. 12101 on December 8,
1971. No hearings were held on the bill, and it was favorably reported by the House Judiciary Committee
on June 19, 1972, H.R. Rep. No. 92-1148, 92d Cong., 2d Sess. (1972).

120 See 118 Cong. Rec. H. 7227-32 (daily ed., Aug. 7, 1972).

130 Ty the words of one opponent: . .

“These are not annuities; they are pensions. They are in fact gratuities . . .. The $5,000 . . . being paid
each year to widows of Supreme Court Justices is an outright gift. ‘

* *+™* T do not know why Congress ever embarked upon the business of giving $5,000 a year to the widows
of Supreme Court Justices without the slightest evidence of need. Justices of the Supreme Court are paid
$60,000 a year and they can well afford to provide survivor benefits for their families.”’—118 Cong. Rec.
H. 7229 g]iw #d., Aug. 7, 1972). In the words of another opponent:

* * % We't, in effect, going to take care g&-dependents *v2of

: xietheir Mgdrs. It i 8 bad practiéelior us to do this. ®* * JER * * * seens to me we are going
to find t. T unfgedanate civil servants will] came in with & that we (alte care of their benefi-
ciaries wito may not Rgween as well situateds the members of the; iary, and PRy be that we have as
great s obligation for thism as we do for the judiciary. Based upon what I have lesr¥d here this afternoon
[this] does not appear to be a good precedent to establish.”’—118 Cong. Rec. H. 7230 (daily ed., Aug. 7, 1972).

jadiciary who, while well paid, |
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H.R. 12101, the House moved to consideration of S. 2845, amended
that bill by striking all after the enacting clause and substituting the
provisions of H.R. 12101, and then passed S. 2845 as amended.! Two
days later the Senate agreed to the House amendment,’® and on
August 22nd, the President approved the Act.#

COMMENTS

The pattern of activity between 1956 and 1972 emphasizes one
aspect of the efforts to reform the judicial survivors’ annuity program
very clearly; there was a great deal of uncertainty concerning how the
program ought to be reformed. The Judicial Conference, on several
occasions, recommended limiting such reforms to simple revisions of
their own program,’ including at one point increasing the govern-
ment’s ‘‘matching amounts,” rather than merging with the Civil
Service Retirement program,'®® only to subsequently completely re-
verse those recommendations.”® In Congress bills proposing both
limited revisions ' and full merger with the Civil Service System 8
were introduced. In spite of the frequency with which one approach or
another was advocated, however, none of the proposals were ever
accorded extensive enough consideration to finally resolve which
approach would be more suitable. In fact, as the record above clearly
indicates, the confusion generated by those alternative proposals pro-
gressively rendered the achievement of any resolution of the question
more and more difficult. With the single exception of S. 2854 in the
Ninety-second Congress,®® not a single significant proposal for the
reform of the judicial survivor’s annuity program was ever reported
from committee in either house of Congress in sixteen years.

ITI. THE DEVELOPMENT OF THE PENDING COMMITTEE RECOMMENDATIONS
FOR REFORMING THE JUDICIAL SURVIVORS’ AN NUITIES PROGRAM, 1973 TO
PRESENT

8. 2014,93D CONGRESS—1973

In spite of the confusion which had characterized all efforts to reform
the judges’ program between 1965 and 1972, the Judicial Conference,
as one of its first actions at its meeting in April of 1973, “reaffirmed its
support of a bill . . ., the effect of which [would be] to merge the
Judicial Survivors’ Annuity Fund with the Civil Service (Retirement)
Fund.” "% In response to the Conference’s action, Senatér McClellan
introduced S. 2014, a duplicate of Senator Tyding’s earlier merger
proposal,'*” on June 18, 1973. One month later, although the Admin-
wstrative Office informed the Judiciary Committee of the Judicial Con-

131 118 Cong. Rec. H. 7232 (daily ed., Aug. 7, 1972).

132118 Cong. Rec. S. 13049 (daily ed., Aug. 9, 1972).

138 Act of Aug. 22, 1972, Pub. L. No. 92-397, § 1, 86 Stat. 579, amending 28 U.S.C. § 375and 28 U.S.C.
§ 376 (1968) (codified at 28 U.8.C.A. § 375 and 28 U.S.C.A. § 376 (Cumulative Annual Pocket Part, 1975)).

134 See notes 82, 84 and 86, supra, and accompanying text. :

135 See notes 87 and 88, supra, and accompanying text. '

13 See note 105, supra, and accompanying text.

137 See notes 91-93, supra, and accompanying text.

138 See notes 89, 100 and 102, supra, and accompanying text.

130 See notes 114-133, supra, and accompanying text.

140 See *‘ Report of the Proceedings of the Judicial Conference of the United States, April5-6,1973”,at 5.

i 8, 2014, 93d Cong., 1st Sess. (1973). -

142 Notes 100-109, supra, and accompanying text.
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ference’s approval, “in principle”, of S. 2014, it also forwarded a draft
of a substitute bill which it proposed in lieu of S. 2014 as introduced.**

In September, Judge Oren Harris, representing the Judicial Con-
ference, met with the chairman of the Subcommittee on Improvements
in Judicial Machinery. At that meeting Senator Burdick, citing the
record associated with the creation of the judges’ program * and the
confusion associated with subsequent reform efforts,'*> emphasized his
belief that the subcommittee’s processing of S. 2014 would have to be
both deliberate and thorough. Judge Harris agreed and suggested that
the Judicial Conference be fully involved with every aspect of the
undertaking. Preparations for evaluation of S. 12 began immediately
with a request for the Civil Service Commission’s views on S. 2014,
including its estimate of the cost to the government of enacting that
bill."*® Four weeks later, when the subcommittee was notified that a
Sixth Actuarial Valuation of the Judicial Survivors’ Annuity System 7
was scheduled for December, it was agreed that committee hearings on
S. 2014 should await both that report and the Civil Service Com-
mission’s .evaluation of the bill.1*8 L

In February of 1974, the Civil Service Commission informed the
committee that it had ‘“no objection to the enactment of S. 2014,” 149
but that:

. . . enactment of the bill would increase the unfunded
liability of the Civil Service Retirement System by $34.2
million. Under the provisions of 5 U.S.C. 8348(f) this amount
would be amortized by 30 equal annual installments of ap-
proximately $2.1 million each [a total of $63 million].!s°

The Commission also noted that the judicial survivors’ annuity
fund was already inadequately funded and that, ‘“Accordingly the
existing contribution rate would probably prove insufficient to meet
the long run costs of the judicial system.” ! Upon receipt of those
views Senator Burdick directed subcommittee staff to investigate the
possibility of formulating an alternative method for providing essen-
tially the same improvements in the judges’ program at a lower cost
to the government. In early March Judge Harris discussed the prob-
lems raised by the Civil Service Commission’s evaluation with Senators
Burdick and McClellan and agreed to seek the Judicial Conference’s
approval of the committee’s efforts to develop an alternative reform
measure. The Judicial Conference responded to Judge Harris’ report
by authorizing the adoption of “a flexibile approach’” for fashioning a

143 See a letter from William E. Foley, Deputy Director of the Administrative Office of the U.8. Courts,
to Senator James O. Eastland, Chaimia.n & the Senate Judiciary Committee, July 11, 1973, and a letter
from Rowland F. Kirks, Director of the Administrative Office of the U.S. Courts, to Senator James O.
Eastland, Chairman of the Senate Judiciary Committee, July 19, 1973, forwarding the proposed substitute
bill, on file in the Subcomm. on Improvements in Judicial Machinery of the Senate Comm. on the
Judiciary.

144 See’i’art I of this Background section of this report.

145 See Part II of this Background section of this report. . .

148 See a letter from Senator James O. Eastland, Chairman of the Senate Judiciary Commm;eeé to Mr.
Andrew E. Ruddock, Director, Bureau of Retirement, Insurance and Occupational Health, U.S. Civil
Service Commission, September 11,1973, on file with the Subcomm. on Improvements in Judicial Machinery
of the Senate Comm. on the Judiciary. K .

147 See Hearings on S. 12 and Related Amendments Before the Subcomm. on Improvements in Judicial
Machinery of the Senate Comm. on the Judiciary, 94th Cong., 1st Sess. 4 (1975) (Hereinafter Senate Hearings,
1975).

“8)See letters from Judge Oren Harris to Judge Myron H. Bright, November 6, 1973, and to Senator
Quentin N. Burdick, December 4, 1&)73, on file with the 8ubcomm. on Improvements in Judicial Machinery
of the Senate Committee on the Judiciary.

149 Letter from Robert Hampton, Ch:{l?nmn, U.8. Civil Service Comm’n, to Senator James O. Eastland,
Chairman of the Senate Judiciary Committee, Feb, 12, 1974, on file with the Subcomm. on Improvements
inJ ul%icial Machinery of the Senate Comm. on the Judiciary.

180 Id,

181 Id.
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reform proposal “to achieve the overall objectives” of previous
Conference proposals.'s?

Although the Social Security Administration was delayed in com-
pleting the Sixth Actuarial Valuation, it was able to notify the Com-
mittee in late June that the judges’ program was still severely under-
financed; it predicted that the valuation, when completed, would
reveal that, ifp the fund were to be raised to the level necessary to keep
the program in balance indefinitely, the government would have to
immediately appropriate $7.3 million to the fund.®® On July 23rd
when the valuation was delivered to the Committee, its findings were
in accord with that prediction.’ By then the subcommittee had
already begun arrangements to have a study conducted by the
Congress’ Joint Economic Committee to determine the costs of
alternative proposals for reforming the judges’ program.

Given the nature of the Civil Service Commission’s evaluation of
S. 2014, the findings of the Sixth Actuarial Valuation, and the gxending
Joint Economic Committee studies, Judge Harris agreed with Senators
Burdick and McClellan that a completely new proposal for reform,
based upon the information acquired from all three of those sources,
should be offered early in the Ninety-Fourth Congress.! At its Sep-
(tierqb_er 111516eeting the Judicial Conference concurred in Judge Harris’

ecision.

S. 12, 94TH CONGRESS—1975

Accordingly, Senator McClellan, on January 15, 1975, reintroduced
S. 2014 as S. 12,' and on February 25th, the subcommittee forwarded
a memorandum analyzing the problems faced by the judges’ program
and recommending changes to Judge Harris.!®® One week later Judge -
Harris forwarded a report concerning those recommendations to the
Chief Justice and the Judicial Conference, and advised both of the

- committee’s plans to hold hearings in July.!* In preparation for those

hearings the subcommittee staff prepared a draft of an amendment
to S. 12, designed to reform the judges’ program without merging
it into the Civil Service Retirement System. That draft amendment
was also designed to achieve as many of S. 12’s objectives as possible,
while also establishing, for the first time, a fiscally sound program.
In late May and early June Judge Harris, the Administrative g;ﬁce,
and the Senate Legislative Counsel’s Office reviewed the draft amend-
ment and suggested revisions, and on June 16th, Senator McClellan

12 See “Report of the Proceedings of the Judicial Conference of the United States, March 7-8, 1974,” at
36 and a letter from Judge Oren Harris to William P. Westphal, Chief Counsel, Subcommittee on Improve-
ments in Judicial Machinery, March 12, 1974, on file with the Subcomm. on Improvements in Judicial
Machinery of the Senate Comm. on the J’udicis.ry, recommending the drafting of a substitute *“‘clean bill”’.

183 Bee a letter from M. Patricia Carroll, Chief, Operations Branch, Administrative Office of the U.S.
Courts, to William P. Westgléal, Chief Counsel, Subcommittee on Improvements in Judicial Machinery,
July 1,1974, on file with Subcomm. on Improvements in Judicial Mac inery of the Senate Comm. on the
Judiciary. As alternatives to appropriating the $7.3 million needed to establish “level-cost balance”, the
Social Secu.riti Administration proposed that either the judges’ contribution rate be increased to 3.74 percent
of payroll or the government’s “‘matching amounts’ be raised to 4.48 percent of payroll.

18 For the full text of the Sixth Actuarial Report see Senate Hearings, 1975, at 4.

15 See a letter from Judge Oren Harris to Chief Justice Warren E. Burger, Sep. 16, 1974, on file with the
Subcommittee on Improvements in Judicial Machinery of the Senate Committes on the Judiciary.

19’2 Seet‘;;t_:sport of the Proceedings of the Judicial Conference of the United States, September 19-20,
,!" af . - CoL

1878, 12, 94th Cong., 1st Sess. (1975).

1% See letter from Wiliam P. Westphal, Chief Counsel of the Subcommittee on Improvements in Judicial
Machinery to Judge Oren Harris, Feb. 26, 1975, on file with the Subcommittee on Improvements in Judicial
Machinery of the Senate Committee on the J: udiciary. For the complete text of the staff memorandum, see
Senate Hearings, 1975, at 52.

18 See a letter from Judge Oren Harris to Chief Justice Warren E. Burger, March 3, 1975, on file with the
Subcommittee on Improvements in Judicial Machinery of the Senate Committee on the Judiciary.
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introduced the revised draft as Amendment No. 587 to S. 12190
That revised draft was then forwarded to both the Civil Service
Commission and the Social Security Administration’s actuaries for
evaluation.!® i '

On July 17, 1975 hearings were held on S. 12 and Amendment No.
587.1% Judge Harris, representing the Judicial Conference, explained
that, although the entire Conference had not met since Amendment
No. 587’s introduction, the amendment had received the approval of
the Eighth Circuit Judicial Council, the Judicial Conference’s Com-
mittee on Court Administration, and the Executive Committee of the
Judicial Conference, which “[ulnder the law, . . . represents the
Judicial Conference when it is not in session.” '* Following the August
recess, hearings on S. 12 were resumed on September 10, 1975. At that
time proposed amendments to Amendment 587, offered by Senator
Metcalf, were received,® and recommended revisions were presented
by William E. Foley, the Deputy Director of the Administrative Office,
and M. Patricia g&rroll, the Chief of-that Office’s Retirement, In-
surance, and Payroll Section.’®® One week later a Committee Print of
S. 12, as revised in accordance with Amendment 587 and subsequent
recommended changes, was made available to Judge Harris for
presentation before the Judicial Conference at its September meeting,
and on September 25, 1975, the Conference approved that revised
proposal !¢

On December 16, 1975 that revised proposal and a “first draft” of
this report were circulated to the members of this committee’s Sub-
committee on Improvements in Judicial Machinery for their approval.
At the same time, in accordance with the Congressional Budget Act of
1974, copies of both documents were forwarded to the Congressional
Budget Office for the purpose of securing a cost analysis of the bill.'*"
Before a majority of the subcommittee members had expressed their
views, the Congressional Budget Office notified subcommittee staff
that, according to its cost analysis, (1) the proposed bill would fail to
guarantee an actuarially sound program, and (2) the most reliable
method of establishing that guarantee would be an increase in the
contributions paid into the fund by both the judges and the govern-

160 See 121 Cong. Rec. S. 10663 (daily ed., June 16, 1975). Senator McClellan’s introductory remarks
and the text of Amendment No. 587 are reproduced in Senate Hearings, 1975, at 25-50.

18t See letters from Senator Quentin N. Burdick to Mr. Thomas A. Tinsley, Director, Bureau of Retire-
ment, Insurance and Occupational Health, U.8. Civil Service Comm’n and to Mr. Carter S. Warfield,
Actuary, Social Security Administration, June 23, 1975, on file with the Subcommittee on Improvements
in Judicial Machinery of the Senate Committee on the bt udiciary.

182 Note 147, supra.

182 Senate Hearings, 1975, at 67-68.

16 On July 30, 1975, Senator Metcalf had introduced Amendment No. 852 to Amendment No. 587 to S.12.
See 121 Cong. Rec. S. 14378 (daily ed., July 30, 1975). The full text of Senator Metcalf’s introductory
remarks and Amendment No. 852 are reproduced in Senate Hearings, 1975, at 78.

165 Senate Hearings, 1975, at 84.

166 See @ letter from William E. Foley, Deputy Director of the Administrative Office of the U.S. Courts,
to.Senator Quention N. Burdick, October 8, 1975, in the Communications section of this report, infra, and
“ Report of the Proceedings of the Judicial Gonference of the United States, September 24-25, 1975,” at 45.

17 See Act of July 12, 1974, Pub. L. No. 93-344, Title IV, § 403, 88 Stat. 320, codified at 31 U.8.C. §1353

(1974), which provides that:

8 1353. Analysis by Congressional Budget Office

“The Director of the Congressional Budget Office shall, to the extent practicable, prepare for each bill or
resolution of & public character reported by any committee of the House of Representatives or the Senate
(except the Committee on Appropriations of each House), and submit to such committee—

“(1) an estimate of the costs which would be incurred in carrying out such bill or resolution in the fiscal
year in which it is to become effective and in each of the 4 fiscal years following such fiscal year, together
with the basis for each such estimate; and . .

“(2) a comparison of the estimate of costs described in paragraph (1) with any available estimate of costs
made by such committee or by any Federal agency.

The estimate and comparison so submitted shall be included in the report accompanying such bill or resolu-
tion if timely submitted to such committee before such report is filed.”
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ment.'*® In light of those findings Senator Burdick conferred with Judge
Harris on March 2, 1976 and, as the Judicial Conference’s representa-
tive, Judge Harris agreed that the necessary adjustments in contribu-
tion rates should be made.

168 Several weeks later the Congressional Budget Office formally transmitted its findings. Th i
are included in the Communications section of this report, infg;. nes 0se materials



STATEMENT

I. THE EXISTING PROGRAM FOR PROVIDING ANNUITIES TO SURVIVORS OF
FEDERAL JUDGES AND JUSTICES

THE STRUCTURAL FEATURES OF THE PRESENT
PROGRAM

Under 28 U.S.C. § 376 all male Article ITI judges, including Justices
of the Supreme Court, may elect, within six months of their appoint-
ments to the bench, to join the existing judicial survivors’ annuity
program.'®® Male judges who are unmarried when they are appointed
to the bench, and who marry later than six months after their appoint-
ment, may elect to join the program within six months of their

marriage.'’?

“Qontributions’” and ‘‘Deposits’

Commencing with his election to join the program, the Adminis-
trative Office of the U.S. Courts withholds 3 percent of a judge’s
annual salary and deposits that amount into the program’s central
fund,' to the credit of that judge’s individual account.”” Each year
an amount, equal to that withheld from the judge’s salary, is also
deposited into the program’s central fund from monies appropriated
for the operation of the Administrative Office of the U.S. Courts.'™
The judge’s “‘contributions” from salary, once commenced, can be
terminated only by his death or resignation ‘otherwise than on
salary under section 371(a) of [title 28].”” '™ This, in effect, means
that as long as he is drawing any salary for being a judge, he must
continue to contribute 3 percent of that salary to the fund.'”

By virtue of these salary ‘““contributions”, the judge establishes the
judicial service rendered for that salary as ‘‘creditable service’ for
purposes of computing his survivors’ annuities.”’® Under 28 U.S.C.
§376 five full years of ‘“‘creditable service’”’ are a basic prerequisite

16 28 U.8.C. § 376(a) and § 376(b). Supreme Court justices were brought into the program in 1972. See
notes 114-133, supra, and accompanying text. Judges of the U.S. Tax Court are today still covered by their
own program. Directors of the Administrative Office of the U.8. Courts and of the Federal Judicial Center
were brought into the program in 1967. See note 81, supra, and 28 U.8.C. § 376(r) and § 376(s).

170 3ee note 81, supra.

171 28 U.8.C. § 376(b).

172 28 U.8.C. § 376(e). L

173 These ‘““matching amounts” are not specifically authorized by language embodied in 28 U.8.C. § 376.
The authority under which they are paid is contained in section 5 of the original act which created the
program. See note 79, supra.

17428 U.S.C. § 376(f).

175 28 U.8.C. § 371(a) provides that: X X i

“(a) Any justice or judge of the United States appointed to hold office during good behavior who resigns
after attaining the age of seventy years and after serving at least ten years continuously or otherwise shal],;
during the remainder of his lifetime, continue to receive the salary which he was receiving when he reSIgped.

Very few judges resign from office under 28 U.8.C. § 371(a) because, under 28 U.8.C. § 371(b), a judge
“may retain his office but retire from regular active service” and “during the remsainder of his lifetime,
continue to receive the salary of the office.” See note 35, supra. Understandably almost every judge chooses
to retire under § 371(b) rather than resign under § 371(a). A very limited number of judges retire under 28
U.S.C. § 372, which governs retirements due to permanent disability. In each of those cases, however,
whether a judge resigns under § 371(a) or retires under § 371(b) or § 372, he must, under 28 U.S.C. § 376,
continue to contribute 3 percent of whatever salary he receives to the fund. e

176 28 U.8.C. § 376(0). The manner in which “creditable service”” effects the computation of annuities is
explained at notes 196-199, infra, and accompanying text.

(30)
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to establishing a survivor’s right to an annuity.!” Therefore, once a
judge has made five years of ‘“‘contributions”, he has satisfied that
prerequisite, and the only subsequent event which will invalidate
that satisfaction is “‘absolute’” resignation from the bench.'® Should
the judge actually so resign, all amounts which he has “contributed”
to the fund will be refunded with interest, and all ‘‘matching amounts,”
deposited into the central fund by the Administrative Office will be
retained by the fund.!™

In addition to qualifying his judicial service as “creditable service”
for purposes of 28 U.S.C. § 376, by making ‘‘contributions’ from his
judicial salary, a judge may also qualify stipulated prior service to the
government as ‘‘creditable”’, by electing to make a ‘“‘deposit” to the
fund to cover that prior service.!® Service as a federal judge, U.S.
Congressman, Delegate, Resident Commissioner, or federal ‘‘em-
ployee” eligible for membership in the Civil Service Retirement pro-

am may be deemed to be ‘prior service” for purposes of 28 11.5.C.

376."® In order to qualify that service as ‘‘creditable,” a judge
must deposit into the fund, with interest, a sum equal to 3 percent
of the salary received for that service.’® These ‘“deposits’” are cred-
ited to the judge’s individual account and may be returned to him
upon ‘“‘absolute resignation’’, along with the refund of “contributions”
from his judicial salary.!® ,

One aspect of this process of establishing prior service as ‘“‘credita-
ble”’ service warrants special attention. Under 28 U.S.C. § 376, a judge
who elects to make a “deposit’” to qualify prior service as “creditable
service” may also elect to make the ‘“‘deposit” in installment pay-
ments ‘“‘during the continuance of his judicial service in such amounts
and under such conditions as may be determined in each instance by
the Director of the Administrative Office of the United States
Courts”.'® This ‘“installment payment’ mechanism can be of great
value to a new judge who has at least five full years of prior service,
because by wisely structuring his installment payments, he may be
able to establish a survivor’s right to an annuity under the program
on the day he joins that program. If, for example, a new judge has
previously served as a U.S. Attorney for eight years, he need only
negotiate an installment payment schedule under which his first
payment equals three percent of the salary he earned during his last
five years as a U.S. Attorney and actually make that first payment
on the day he joins the court.!® By doing so he will immediately
qualify those five years of ‘“prior service” as years of ‘“‘creditable
service”, thus immediately satisfying the minimum ‘“creditable

177 28 U.8.C. § 376 (g) and § 376(0).

178 See note 175, supra.

1% If the judge resigns, his refund is paid directly to him. See 28 U.8.C. § 376(f). In the event that a judge
dies without having rendered five full years of ‘“‘creditable’ service, or dies after having done so, but without
a survivor or survivors entitled to receive an annuity, the amount he has paid into his individual account,
with interest, is paid out under a statutory plan of descent and distribution. See 28 U.S.C. § 376(I). Any
excess amounts left in the individual account following the deaths of all annuitants (or other terminations
of annuities—i.e., by marriage, age, etc.) are also paid out under statutory plans of descent and distribution.
See 28 U.8.C. § 376(j) and § 376(k).

180 28 U.8.C. § 376(c). Although the statutory langnage used in § 276(c) is “shall deposit”, in fact a judge
may simply ignore that requirement and nevertheless have his prior service deemed “creditable”. If he
does so, however, his widow’s annuity will be reduced by an amount equal to 10 percent of the required
deposit amount. See note 188, infra, and accompanying text.

18t See 28 U.8.C, § 376(c) and § 376(0). For the definition of “employee” which confers eligibility to join
the Civil Service Retirement program, see 5 U.8.C. § 8331(1).

182 28 U.S.C. § 376(c).

18 See note 179, supra.

184 28 U.S.C. § 376(c). :

18528 U.S.C. §376(g) specifically states that either the salary contributions required under § 376(b) or
the deposits for prior service required under § 376(c) must “have actually been made for the last five
years” before any annuities may ba paid under the program. (Emphasis added)
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service”’ prerequisite which entitles his survivor(s) to an annuity.!®
His one payment will have purchased the security of immediate
coverage for his survivors, even if he were to die the next day. In
addition to that very valuable feature, the “installment payment”
mechanism offers one other advantage to a judge with prior service.
Once he has arranged to make installment payments, he has guaran-
teed that all of his prior service will be “creditable service’’, even if he
subsequently fails to make all of his payments.’® Should he die before
fully paying the “deposit” amount required, however, his widow’s
annuity “‘shall be reduced by an amount equal to 10 per centum of the
amount of such deposit, . . . unless such widow shall elect to elim-
inate such service entirely from credit.” '®® In the final analysis, the
benefit of immediate survivor eligibility is certainly worth risking
the possibility of a reduction, which, in most cases, would probably
not be very great.

Eligibility Standards for Annuitants

Whether a judge qualifies his survivors for annuities by rendering
five years.of judicial service, for which salary ‘“contributions” are
made, or five years of prior service, for which “deposits’” have been
made, once that five-year minimum prerequisite has been satisfied,
both his “widow” and any ‘“dependent children” under age 18 will be
eligible to receive an annuity under the program.!® Both the terms
“widow” and ‘‘dependent children” have been placed in quotation
marks because they are given stipulated meanings under 28 U.S.C.
§ 376."%° For purposes of the program, the surviving wife of a judge
will only qualify as a “widow” if the date of her marriage to the judge
preceded the date of his death by two full years or if she is “the mother
of issue by such marriage”.!” In addifion, she will relinquish her
status as a “‘widow”, once established, if she remarries.'*? For purposes
of the program a surviving child of a judge will only qualify as a
“‘dependent child” if he or she is unmarried and under 18 years of age
or, if over age 18, unmarried and ‘“‘incapable of self-support” due to

physical or mental disability”.!®® By express provision 1n the statute,
any questions concerning either dependency or disability which may
arise In connection with eligiblity for an annuity under the program
are to be determined by the Director of the Administrative Office,
and his determination is subject to review only by the Judicial Con-
ference of the United States.'™ The statute also authorizes the Director
to determine when guardians or other fiduciaries shall receive annuity
amounts on behalf of dependent children or disabled widows.'*

Computation of a Widow's Annuity

The amounts of annuities conferred under the judges’ prograrn are
determined by relatively simple procedures. A widow’s annuity amount
1s computed using two factors, the “average annual salary” received by
the judge during his last five years of “allowable service’’ and the total

§ 376(h)(1). i ;

§ 376(h)(1) wnd § 376(g). See also nede I, suprs.

§3Z‘ (h){2) and § 376(g). Ir should be noted thas stepchildren and adopted children are as
0 become d?eh ndent” as children who are actually the issue of the judge’s marriages.
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number of -years of such “allowable service” which that judge has
rendered. The term “allowable service’’ covers all “creditable service”
(i.e. service which the judge has qualified as creditable by making
either salary contributions or deposits'®) and up to five full years of
honorable active-duty service as a member of the Armed Forces of
the United States.® Therefore, a judge’s total number of years of
“allowable service” may include: (1) service as a federal judge; (2)
service as a Senator, Representative, Delegate, or Resident Commis-
sioner in Congress; (3) service as a federal ‘“‘employee’” eligible for
membership in the Civil Service Retirement program; or (4) from one
to five years of honorable active-duty service in the military.'®® Annual
salaries received during the last five years of any such service are aver-
aged to determine an ‘‘average annual salary” figure. The widow’s
annuity is then usually determined by multiplying 1.25 percent of that
figure by the total number of years of such “allowable service”.!®
Thus, if we assume a hypothetical U.S. Court of Appeals judge has
died exactly ten years to the day after his appointment to that bench,
having previously served as a U.S. Senator for two terms, a staff
attorney on the Senate Judiciary Committee for two years, and an
officer in the United States Navy on active duty for four years, his
widow’s annuity would be determined as follows (assuming the
judge has made his required deposit for prior service *°%):

1. Until recently the judge’s salary as a U.S. Court of Appeals judge
was $42,500.00.2" Using that figure for convenience, his ‘“‘average
annual salary”’ during his last five years of “allowable service’” would
be $42,500.00.%°2 ‘

2. His total number of years of ‘““allowable service”” would be:

Years of judicial service_ __ ___ .. 10
Years of Senate service____._____ PP P 12
Years of staff attorney service____. . ___ .. 2
Years of active-duty service in the Navy____________________________ 4

Total - - e 28

3. By multiplying 1.25 percent of his “average annual salary” by
his total number of years of ‘‘allowable service”, the judge’s widow’s
annuity is determined to be:

($42,500.00X .0125) X 28 =$14,875.00

19 See notes 171-188, supra, and accompanying text.

19728 U.8.C. § 376(0). The practical effect of this distinction between *‘crediable service” and ‘“‘allowable
service” is that up to five of a judge’s years of active-duty military service may be used in computing his sur-’
vivors’ annuities even though no “contributions” or “deposits’’ have been required to qualify those years as
“creditable.” It should be noted, however, that under 28 U.S.C. § 376(0) any years of military service which
have been allowed as creditable for purposes of receiving ‘retirement or retired pay under any other provi-
sion of law’’ may not again be used as years of “allowable service” under 28 U.S.C. § 376. In other words, al-
though the judge need not establish those years of military service as ““creditable” with “contributions” or “de-
posits” into the central fund, he may only claim them as “allowable” if he has never before claimed them
under any other federal retirement program. :

::: Iséae 28 U.8.C. § 376(n) and § 376(0). -

200 See notes 180-188, supra, and accompanying text.

21 Under the Act of Aug. 9, 1975, Pub. L. No. 94-82, Title II, § 205, 89 Stat. 422, the * Executive Salary
Cost-of-Living Adjustment Act”, all judicial salaries are now to be adjusted under the same formula used in
5 U.S.C. § 5305 to effect annual adjustments in rates of pay under the General Schedule for federal employ-
ees. This is the annual adjustment which occurs in federal salaries each October. in an effort to maintain
general *‘comparability”” with salaries in the private sector. See S. Rep. No. 94-333, 94th Cong., 1st Sess.
4-9 (1975). After passage of that legislation, judicial salaries were adjusted in October of 1975 by a 5 percent
increase. Circuit court judges now earn $44,600 and district court judges now earn $42,000 a year. Salary
figures prior to that increase are used here because they would most effect an annuity computed today and
because all examples in the elaborate study reproduced in Senate Hearings, 1975, at 53-58 are based upon
;tgzx(is; older figures. See also note 213, infra.

S,Rept.94-799 O - 76 - §
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In one instance the computation method applied above would
have to be altered. That instance arises when a judge’s years of “allow-
able service” as an ‘‘employee” exceed fifteen. Under 28 U.S.C. §
376 only the first fifteen years of ‘‘employee’” service may be multiplied
by the 1.25 percent of average annual salary factor used above.?® All
years of ‘“‘employee’ service In excess of fifteen are not, however, lost;
they are instead multiplied by 0.75 percent of the “average annual
salary”, and the amount derived by that computation is added to the
amount derived by using the 1.25 percent factor. Thus, if another U.S.
Court of Appeals judge were to also die with exactly ten years of
judicial service, but with no prior “allowable service” other than
twenty years as a staff attorney for the Senate Judiciary Committee,
his widow’s annuity would be determined as follows (assuming the
judge has made his required deposit for prior service 2*):

1. Just as in the earlier example, the “average annual salary” figure
of $42,500.00 will be used for convenience.?%

2. This judge’s total number of years of ‘‘allowable service”’, how-
ever, will have to be divided into two catagories: that which is to be
multiplied by 1.25 percent and the ‘“employee” service beyond 15
years, which is to be multiplied by 0.75 percent:

Years of judicial service. . _ . ... 10
Years not exceeding 15 as a staff attorney . .. ______________ 15

Total - o o o o e 25
Years exceeding 15 as a staff attorney-.__ ... _________________.__._ 5

3. By multiplying 1.25 percent of his “average annual salary” by
the appropriate twenty-five years of “‘allowable service’” and by
multiplying 0.75 percent of that same figure by the appropriate five
years of “employee’’ ‘‘allowable service’’, this judge’s widow’s annuity
18 determined to be:

($42,500.003.0125) X 25 - — o e e $13, 281. 25
Plus ($42,500.00X .0075) X 5~ - - - oo $1, 593. 75
O o e e e e e e e e e $14, 875. 00

In both of the cases used above, the assumption has been made
that the judges have paid their deposits for prior service in order to
qualify their years of prior service as “creditable”.2% If they had failed
to do so, of course, the annuity amounts shown above would have to
be reduced by an amount equal to ten percent of the amount of such
deposit.2%

One remasaining aspect of the program’s conferral of a widow’s
annuity deserves attention. Under the statute, the widow of a judge
who dies without a ‘“‘dependent child” may not receive her annuity
until she reaches fifty years of age.?’® Thus, if the judge’s children
are all over age 18, but if his widow is only forty-four years of age
on the day he dies, she must wait six years before she begins to receive
the annuity which her husband purchased for her.

28 28 U.S.C. § 376(n).
204 See notes 180-188, supra, and accompanying text.
205 See note 201, supra.
268 See notes 180-188, supra, and accompanying text.
207 See note 188, supra.
20828 U.8.C. § 376(q).
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Children’s Annuities

Annuities available to ‘“‘dependent children’ ?® under the judges’
program today are, in some instances, determined by reference to the
widows’ annuities discussed above, and, in other instances, mandated
by the statute.?® If a judge is survived by both a widow and dependent
children, the statute provides that the widow’s annuity payments
shall commence immediately and that each child shall receive an
immediate annuity equal to the lesser of: (1) one-half the amount of
the widow’s annuity, divided by the number of children; (2) $900.00,
divided by the number of children; or (3) $360.00.2' In essence,
the annuity which a “dependent child” will receive as long as the
judge’s widow is also receiving an annuity will never exceed $360.00.
If the judge is survived only by dependent children, the statute
provides that each child shall receive an annuity no greater than
$480.00.22

THE FINANCIAL CONDITION OF THE PRESENT
PROGRAM

The following table graphically displays (1) the increase in the
actual number of participating judges in the program, (2) the gradual
increase in the number of annuitants, and (3) the increase in the
average annuity amounts since the program was created in 1956:

TABLE A.—JUDICIAL SURVIVORS ANNUITY PROGRAM—COMPARATIVE STATEMENT OF JUDICIAL PARTICIPATION
AND THE NUMBER OF SURVIVOR ANNUITANTS AS OF JUNE 30, FISCAL YEARS 1957-75t

Judicial participation Survivor annuitants
§ Judges on . Judges i Average

Fiscal year the roll  participating Percentage Annuitants annuity
386 334 86 - 116 $2,189
387 339 88 130 2,482
384 338 83 130 2,558
394 350 89 129 2,628
391 350 89 131 2,68
459 409 89 139 2,860
463 419 90 139 2,946
459 414 90 1 3,1
465 423 91 152 3,29

6 442 91 154 3

527 479 9l 154 3,668
539 488 9 148 921
552 503 91 148 4,077
554 6 9l 155 , 477
605 543 90 157 4,976
652 586 90 163 5, 465
669 612 91 163 5
674 611 91 167 5,935
673 614 91 172 6,433

1 These figures have been taken from the Annual Report of the Director of the Administrative Office cf the U.S. Courts,
1965, at 129, and from the Annual Report of the Director of the Administrative Office of the U.S. Courts, 1975 (unbound
galiey page edition), at VI-13, table 4.

Since June 30, 1957, the actual number of participating judges has
increased by 84 percent, the number of annuitants has increased by

200 See note 193, supra, and accompanying text.
210 Qee generally 28 U.8.C. § 376(g).

m 28 U.8.C. § 376(g)(2).

23 28 U.8.C. § 376(g)(3).
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tion between the June 30 ‘“fund balance” figures. That correlation
becomes especially disturbing when those figures for fiscal years 1974
and 1975 in Table “B”, which reports actual fund experience, are
compared to their counterparts in Table VIIIa, which report the
actuaries’ estimates of future fund experiences as of the latest valuation
date, December 31, 1973. The fund’s actual balance in the last two
years has fallen below the actuarial estimations by approximately
$500,000. If that actual trend continues, the estimated exhaustion
of the fund may well occur before the actuarially estimated date of
2004, noted in Table VIIIa.

Whether the estimated date of default is or is not that accurate,
however, is immaterial in the judgment of this committee. The
fundamental fact which must be accepted is that the program will
eventually go bankrupt if corrective action is not instituted in the
very near future. Given that unavoidable reality, it is the judgment
of this committee that every proposal for liberalized eligibility stand-
ards and increased annuity amounts must be carefully evaluated in
light of the program’s financial condition,

II. RECOMMENDED REFORMS IN THE EXISTING JUDICIAL SURVIVORS’
ANNUITY PROGRAM

As documented in the Background section of this report, in the
nineteen years which have passed since the creation of the program
described above, almost every attempt to improve that program
failed, apparently because concerned Members of Congress and the
Judicial Conference were seldom, if ever, enthusiastic about the same
proposal at the same time.?® Throughout those years that lack of
consensus was usually the result of conflicting answers to one central
question: should the program be reformed by (a) merging it into the
Civil Service Retirement program, or (b) extensively restructuring
and improving it, without destroying its unique—and; given its
membership, perhaps more appropriate—independence? When Sena-
tor McClellan first introduced his original proposal two years ago,
this committee initiated a serious attempt to not only answer that
question, but to work closely with the Judicial Conference in order
to insure that that body would find the final answer agreeable. As
noted in Part IIT of the Background section of this report, the com-
mittee has successfully formulated an answer and the Judicial Con-
ference has endorsed that answer.?” The consensus we have reached
is that the extensive revision and improvement of the existing program
embodied in S. 12, as amended, is a wiser, far less extravagant, and
more appropriate solution to the program’s present problems than
merging that program into the Civil Service Retirement plan.

Throughout the studies which led to that conclusion this committee
has been fully cognizant of the widespread belief that the Eighty-
fourth Congress expressed a clear intent to create a judicial survivors’
annuities program which would be “fully comparable’’ to the Civil
Service System’s program for survivors of Members of Congress. This
committee’s search of the legislative history, however, as documented

26 See notes 89-111 and 134-139, supra, and accompanying text.
27 See Part I1I of the Background section of this report, especially notes 163-166, supra. See also the Com-
munications section of this report, infra.
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in Part I of the Background section of this report, strongly suggests
that such an intention may have been far more apparent than real.??
Still, that same search certainly revealed that the Eighty-fourth
Congress did intend a program which would be substantially similar
to the Member’s program.®® Although that distinction may appear
to be a fine one, we nevertheless believe it to be an important one. The
burdens borne by our judges are certainly great, just as are the burdens
borne by Members of Congress. The Constitution, however, distin-
guishes judicial positions from legislative positions in significant ways.
A careful review of this program’s legislative history reveals that those
distinctions have been relevent in the past #° and we believe they are
still relevant to our effort to structure this reform legislation. The rest
of this part of this report will explain our recommendations for
improving the judge’s program in that context. In many areas the
committee is recommending that the judicial program be brought into
complete conformity with the Civil Service %etirement program
available to Members of Congress. In only a few areas is it not recom-
mending full comparability, and in those instances we believe that
realistic differences between the offices of “Judge” and “Member of
Congress” are as relevant as are the differences between the size and
growth potential of the two programs,

For purposes of convenience, the following presentation of our
recommendations has been arranged in three groupings: those which
adjust standards of eligibility for annuities; those which increase
current annuity amounts; and those which are designed to establish
the fiscal stability of the judge’s program for the first time since its
creation.

RECOMMENDATIONS FOR IMPROVING ELIGIBILITY
STANDARDS

Extending Annuaities for Dependent Children Who Are Full-Time Students

A dependent child’s annuity under the existing judges’ program is
statutorily terminated when that child becomes 18 years of age unless
he or she is “incapable of self-support” due to ‘“physical or mental
disability’”.? In the case of the dependent child who is pursuing, or
wishes to soon commence, his or her higher education, that termina-
tion of an annuity might well result in the abdication of that objective.
The Civil Service Retirement System has recognized that reality by
permitting dependent children, who are full-time students, to continue
to receive annuity payments until the first day of July immediately
following their twenty-second birthdays, or until the last day of the
month during which they cease to be full-time students after becoming
eighteen years of age, whichever occurs first.?”” The committee believes
that provision of the same extended coverage to dependent children
who are full-time students receiving annuities under the judges’ pro-
gram is essential, and recommends the approval of the necessary

2; Seelgenerally Part I of the Background section of this report. See especially the Comments at the end
art 1.

of
219 Id.
20 Id,
2t See note 193, supra, and accompanying text.
2225 U.8.C. § 8341(a)(3).

S.Rept. 94-799 O - 76 - 6
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language contained in S. 12, as amended.”® Merger with the Civil
Service Retirement program would provide exactly the same coverage.

Permitting Widowers as Well as Widows to Receive Annuities

Under the existing judges’ program only surviving wives of par-
ticipating judges are eligible for annuities; surviving husbands are
statutorily precluded from the program’s coverage. Although the
program’s failure to provide for annuities to widowers may have been
inconsequential when there were no female judges on the bench, that
circumstance no longer prevails. In past years, however, as a result of
this anomaly in the program, female judges quite logically have never
elected to join it.?® Quite obviously this indirect de jure discrimination
is inappropriate and unreasonable. Widowers are fully eligible for the
same annuities widows receive under the Civil Service Retirement
program.”?* The committee recommends approval of the language
contained in S. 12, as amended, which would establish equality of
eligibility for widowers and widows in the judges’ program.” Merger
with the Civil Service Retirement program would accomplish the same
objective.

Reducing the Period of Marriage Reguired for Eligibility From 2 Years
to 1 Year

Under the Civil Service Retirement program today a Member’s
spouse qualifies for an annuity exactly one year after the date of mar-
riage to the Member.?® Under the judges’ program, the eligibility
period is two years.?® The committee recommends the adoption of
a one-year period for the judges’ program as well.®°

Permitting Widows and Widowers to Receive an Immediate Annuity Re-
gardless of Age or the Existence of Dependent Children

At present the Civil Service Retirement program’s surviving
spouses’ annuities commence on the day after their husbands or wives
die.® A judge’s widcw who is not yet fifty years of age will receive
her annuity only if the judge is also survived by at least one dependent
child.®? Presumably this age factor was included in the original legisla-
tion in the belief that a young widow without children would im-
mediately seek employment, while a young widow with children would
be unable to do s0.2* The committee believes that, whatever purpose
may have been served by delaying the commencement of annuity
payments until age 50, that purpose is no longer significant. On its
face this limitation would appear to frustrate the program’s funda-
mental objectives in the very small number of cases in which a feders’i.l
judge’s widow is less than 50 years of age on the date of her husband’s
death.? The committee, therefore, has eliminated the limitation in the
revised statutory language contained in S. 12, as amended.

ke ion: 5)(B) and (h)(3)(B) of the recommended revised section 376 of title 28 contained
in Setszgﬁ)rsxu;) g?cst. 12,53»(sa Za,gn)e(nd)ed (Hérgi(nétez referred to as “revised section 376”), presented in the Amend-
ments section tigglli?oreport, supga. ng text

2 het , supra, and accompanyin; . o )

226 ’?‘e:dagtiiere are sevgn fernale judgers). Ny(:t %ne of them is a member of the judicial survivors’ annuity
program. See Senate Hearings, 1975, at 62.

265 U.8.C. § 8341(a). .

227 See subsections (a)(4), (h), (1), and (o) of revised section 376, note 223, supra.

285 U.8.C. § 8341(a).

220 See note 191, supra. .

20 See subsections (a)(3) and (a)(4) of revised section 376, note 223. supra.

ﬂ;ssUS? §0§341(c). d i text

22 See note 208, supra, and accompanying text. . . . 3

23 The legislative gistory of H.R.pln&, note 50, supra, contains no discussion of this item.

24 Today there are only two such widows. See Senate Hearings, 1975, at 62.
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Reducing the Required Contribution Period From & Years to 18 Months

As explained above, a member of the existing judges’ program who
has no prior “creditable service’’ must qualify five full years of his
judicial service as “creditable”, by contributing three percent of his
judicial salary, before his survivors will be eligible for an annuity
under the program.? The average age of our federa) judges at the time
of their appointments to the bench has been determined to be 52,2 and
the most recent mortality studies conducted by the Social Security
Administration’s actuaries indicate that approximately 5 percent of
our federal judges might die before reaching 57.%’ Although those sta-
tistics might lead to the tentative conclusion that 34 of the 673 judges
participating in the program as of 1975 might die before esta.bfishing
as ‘“‘creditable” the five full years of service required, in fact there
have only been twelve instances in the history of the judges’ program
in which judges have died before “contributing” from their jugicial
salaries for five full years.?8

Under the Civil Service Retirement program Members of Congress
and employees need only make salary contributions for a period of
eighteen months before they have qualified their survivors for an-
nuities.®® In the twelve instances of judges dying before contributing
for five years, noted above, nine of those twelve would have established
their survivors’ eligibility had an eighteen-month period, rather than
a five-year period, of required contributions been in effect.#? Obvi-
ously, in those very few cases in which a judge does die at a relatively
early age, an eighteen-month required contribution period would be of
great value to his survivors. In addition, given the very small number
of such premature judicial deaths, the probabilities of such instances
being a danger to the program’s overall fiscal stability would appear
to be very slight. At the committee’s request the Administrative Office.
of the U.S. Courts specifically asked the Social Security Actuaries who
prepared the latest actuarial study of the judges’ program,”! to assess
the additional cost to the program of changing the five-year required
contribution period for eligibility to an eighteen-month Period. The
actuaries concluded that the cost would be “negligible’” *

Given that finding the committee recommends the adoption of an
eighteen-month period in lieu of a five-year 2E)eriod and has provided
for that improvement in S. 12, as amended.”® Merger with the Civil
Service Retirement program would accomplish the same objective.

Reforming the Procedures Governing Deposits for Prior Service

As explained above, judges who have rendered certain service prior
to their judicial appointments may, under the existing program,
qualify that prior service as ‘“‘creditable” by electing to make a “de-
posit” to the program’s central fund,* and one very desirable aspect
of that arrangement is the “installment payment” mechanism which
enables judges with at least five full years of prior service to establish
their survivors’ rights to annuities on the day they are appointed to

5 See notes 171-178, supra, and accompanying text.

25 Bee Senate Hearings, 1975, at 7.

237 See Senate Hearings, 1975, at 7 and 12.

28 See Senate Hearings, 1975, at 62,

205 U.8.C. § 1841(d) and § 1841 (e)(1).

240 See Senate Hearings, 1975, at 62.

24 See Senate Hearings, 1975, at 4.

#2 See the Estimated Costs and Communications sections of this report, infra.
#3 See subsection (h) of revised section 376, note 223, supra.

24 See notes 180-182, supra, and accompanying text.
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the bench.”* Under the Civil Service Retirement program Members
have available a very similar arrangement; in their case, however,
they need only make an installment payment to cover their last eigh-
teen months of prior service to immediately established their survivor’s
rights to annuities.”*® In studying the proposal to reduce the judges’
minimum required “contribution” period to eighteen months,? the
committee also reviewed the merits of reducing the minimum required

deposit” period to eighteen months. Because the judges’ program is
so much smaller than the Civil Service Retirement program,?® the
committee was especially concerned that only an eighteen-month mini-
mum required deposit period, when coupled with the installment-pay-
ment mechanism and the very slight ten-percent-reduction penalty
for failure to pay the full ‘“deposit”,**® might prove to be financially
detrimental to the fund.?® If enough judges with a substantial number
of years of prior service were to pay only the first installment payment
required to qualify their survivors for immediate coverage, and then
ktpse in all subsequent payments, the income into the fund from such

deposits” might fall far short of the amount needed to support ex-
penditures for annuities based upon the service qualified as “credit-
able” by that first eighteen-month installment. On the other hand,
reducing the minimum required deposit period would obviously be of
great benefit to incoming judges. In addition, retaining a five-year
minimun required deposit period, while reducing the minimum re-
quired contribution period to eighteen months, might well coerce
many new judges into waiving their opportunity to qualify their survi-
vors immediately and “gambling’’ that they would live for the eighteen
months. After extensive negotiation with the Administrative Office, the
committee decided to recommend an eighteen-month minimum deposit
period. The language contained in the committee’s recommendation,?!
however, has been carefully drawn to discourage judges from over-
looking the necessity of regularly making required installment pay-
ments. Under the committee’s recommendation every judge who
elects to make installment payments must make a first installment pay-
ment In an amount “no smaller than that amount necessary to cover
at least the last eighteen months of prior creditable civilian service”
and he must also make “at least one additional installment pay-
ment. . . every eighteen months thereafter until the total of all such
deposits have been made’”’.? The Director of the Administrative
Office is authorized to determine what amount is necessary for the first
installment payment and is free to arrange the amounts of subsequent
installment payments. Thus, only the amount of the first installment
payment, the one which qualifies survivors for immediate protection,
1s not subject to negotiation; subsequent installment payments may
be set in accordance with each judge’s individual budget. The commit-
tee believes that this arrangement provides the Director with the dis-
cretion he should have to balance the individual needs of each judge
with the best interests of the Judicial Survivors’ Annuities Program. In

%5 See notes 184188, supra, and accom; ing text.
265 1J.8.C. § 1834(d). P panying text
#7 See notes 235243, supra, and accompanying text,.
#3 See notes 3241, supra, and accompanying text. When the committee inquired, the Civil Service Com-
mission estimated that there are today 1,325,000 retirees and annuitants receiving checks every month.
%9 See note 188, supra, and accompanying text.
20 See Senate Hearings, 1975, at 73-74 and 91-93.
::; ?ge subsection (d) of revised section 376, note 223, supra.
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any case in which a judge fails to make his subsequent installment
payments, he suffers no greater penalty than he would under the
existing program;2® yet the committee believes this revised install-
ment-payment procedure provides an improved protection against
failures to make such payments through mere oversight. Merger with
the Civil Service Retirement program would accomplish the same
basic objective.?*

RECOMMENDATIONS FOR IMPROVING ANNUITY
' AMOUNTS

Increasing Annuity Amounts for Dependent Children

Under the existing judges’ program, surviving dependent children
may not receive more than $360.00 a year if their father’s widow is
also receiving an annuity and, if she is not, they may receive no more
than $480.00 a year.® Under the Civil Service Retirement program,
a dependent child of a Member of Congress whose spouse is also re-
ceiving an annuity will receive either $1,466.00, or $4,399.00 divided
by the number of dependent children, whichever is smaller; if the
spouse is not receiving an annuity, that child will receive either
$1,760.00, or $5,279.00 divided by the number of dependent children,
whichever is smaller.?® In essence, unless there are more than three
dependent children, the Member’s surviving child will usually receive
an amount approximately four times larger than the judge’s surviving
child. The committee believes the judge’s child should receive an
annuity equal to that received by the Member’s child and has recom-
mended that change in the judges’ program.®” Due to the average
age of most judges at the time of their appointments, very few children
ever qualify for annuities under the judges’ program; today there are
only three receiving annuities.?® Therefore, the increase in expendi-
tures under the program will be quite small and, even with the ex-
tended coverage for full-time students,®® that increase will not
seriously affect the program’s financial stability.?

Substituting an “Average Annual Salary” Factor Based Upon the
“High 8 Years” of Earnings Rother Than the “Last 5 Years”
of Earnings

Under the existing judges’ program the computation of a widow’s
annuity is, in part, based upon the “average annual salary” received
by the judge during his “last five years” of creditable service.”! Under
the Civil Service Retirement program, the same ‘‘average annual
salary’”’ factor is determined by averaging a Member’s ‘‘highest three”
consecutive years of creditable service salary.? Due to the Constitu-
tion’s prohibition against diminutions in judicial salaries,® and the
fact that very few judges actually serve for less than five years,** the

283 See note 188, supra, and accompanying text.
24 See 5 U.S.C. § 8339(1).

255 See notes 211 and 212, supra, and accompanying text.

266 5 J.8.C. § 8341(e).

267 See subsection (h)(1) of revised section 376, note 223, supra.

258 See Senate Hearings, 1975, at 62.

20 See notes 221-223, supra, and accompanying text.

260 See the Estimated Costs and Communications sections of this report, infra.
261 See notes 196-207, supra, and and accompanying text.

22 5 U.8.C. § 8331(4).

23 See note 34, supra.

24 See notes 237-238, supra, and accompanying text.
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existing judges’ program’s lasi-five-years standard is almost equiva-
lent to a highest-five-years standard. Thus, under both programs, the
“average annual salary” factor is deliberately designed to quarantee
that a contributing member’s highest annual earnings will be used in
determining the amount of the ‘“basic annuity” received by the sur-
vivor. To some extent that approach provides a built-in adjustment for
inflation in basic annuities under both programs; as salaries are
increased in response to inflationary pressures, the ‘“base’” salary
figure used in computing annuities also increases, and the smaller
the ‘“base period’’, the larger the amount of the basic annuity. The
most advantageous salary factor, for example, would usually be
the amount earned during the last year alone.*

When this committee first began evaluating this proposed reform in
the program, judicial salaries were still being increased infrequently
and at unpredictable intervals.® As of August 9, 1975, however, they
have become subject to annual ‘“‘comparability adjustments’ ' and,
given the pattern of inflation within the past decade, an annual
mcrease.of at least five percent in judicial salaries would be a con-
servative prediction of future experience. As a result of those annual
“comparability adjustments’”, adoption of a highest-three-year
standard in lieu of the last-five-year standard would guarantee both
very regular and somewhat larger increases in the amounts used as
“gverage annual salary” factors. That pattern, in turn, would

uarantee ever-increasing basic annuity amounts for survivors. If,
%or example, a U.S. Court of Appeals judge, with 28 years of “allowable
service”,®® were to die in each of the following years, after havin%
received a 5 percent salary “adjustment’’ in each year since 1975,%
the applicable ‘“‘average annual salary” factors and basic annuity
amounts would become:

Average Basic
annual salary annuity
Year factors amounts

$44,633.33  $15,621.67
46,833.33  16,391.€7
49'166.66  17-208.33
51,633.33  18,071.67
54,233.33  18,981.67

Quite obviously the combined effect of the new high-three-year base
period and annual comparability adjustments in salaries would insure
that basic annuities would more accurately reflect changes in the
economy from year to year. In fact, due to the percentage multiplica-
tion factor used in the computation formula,”? if the high-three-year
base period were used, basic annuity amounts would always increase
by the same percentage as judicial salaries.

Unfortunately, studies conducted by the Social Security Adminis-
tration’s actuaries, the Congressional Budget Office, and this com-

%5 That builtin adjustment does not, however, provide protection against inflation after the annuity
commences, 8 function which is usually performed in annuity programs, if at all, by cost-of-living increases.
For a discussion of the cost-of-living increases recommended in S. 12, as amended, see notes 330-346, infra,
and accompanying text.

266 See note 213, supra.

267 See note 201, supra.

268 See note 197, supra, and the example used in the text of this report at notes 200-202, supra.

260 See note 201, supra.

270 See notes 200-202, supra.
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mittee have all shown that that result, if combined with the provision
of cost-of-living increases, would lead to such an increase in expendi-
tures in future years that the program, as presently constituted, would
never be able to bear the cost.?” Those same studies suggest that the
most reliable method of financing this reform would be an increase in
the program’s contribution and deposit rates.* Thus, the merits of
this proposed reform ultimately must be evaluated by answering one
question: are the benefits to survivors derived from this change—as
well as the provision of cost-of-living increases—worth an increase in
contributions by both the judges and the government? After care-
fully studying the question, this committee has concluded that they
are. Throughout the nineteen-year history of this program both the
judges and their survivors have consistently faulted the program for
1ts inability to keep pace with an inflationary economy, and this com-
mittee recognizes and concurs in that criticism. Although this change
in the number of years used to compute the “‘average annual salary”
factor will not compensate annuitants for increases in the cost of
living which occur after their annuities commence,” it will, when
combined with annual comparability adjustments in judicial salaries,
guarantee that, on the day those annuities commence, they will not
have already become victims of a seven, five, or even two-year period
of inflation. This committee believes that guarantee, when combined
with new cost-of-living increases, to be of sufficient value to justify
an increase in contributions by both the judges themselves and the
government. It accordingly recommends changing the “average annual
salary” factor time period from the “last five years” to the ‘highest
three years”.?

Increasing the Number of Years of Service Which May Be Deemed
“Creditable”

As explained above, the committee is recommending a reduction in
the minimum required contribution and deposit periods from five
years to eighteen months.?* One result of those reforms will be that
annuities may be based, in part, upon fewer years of judicial service
than they are under the existing program. Judges, like Members of
Congress, will now be able to qualify their survivors for an annuity
with as little as eighteen months of service for which contributions or
deposits have been made.?® Under both programs, however, there are,
in effect, limits upon the maximum number of years of service which
can be “credited’’ for annuity purposes. Under 28 U.S.C. §376, a
widow’s annuity ‘“‘shall not exceed 3714 per centum of [the] average
annual salary”.?” Under the program’s annuity computation formula
this results in the maximum number of years of “creditable’” service
being 30 years.?® Under the Civil Service Retirement program, a

271 1t should be noted that, since contributions into the fund are determined by an established percentage
of the judges’ annual salaries, each annual salary ‘“‘adjustment’ will result in increased contribution income
for the program. All studies show, however, that those increased contributions would not, by themselves,
offset the increasesin expenditures triggered by those salary adjustments, especially if cost-of-living increases
in annuities are authorized. For a discussion of the cost-of-living increases recommended in 8. 12, as amended,
see notes 330-346, infra, and accompanying text. °

272 For a detailed explanation of the increases required in “‘contributions” and *‘deposits’”, see notes 365-367,
infra, and accompanying text.

213 For a discussion of the recommended reforms which are designed resolve that problem, see notes 336-346,
infra, and accompanying text.

274 See subsection (1) of revised section 376, note 223, supra.

?7: ISge notes 235-254, supra, and accompanying text.

#1728 U.8.C. §376(n).

78 See Senate Hearings, 1975, at 54-58, especially Table 2.
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Member may accumulate up to 32 full years of “creditable” service.?®
During hearings on this reform legislation, the Judicial Conference
proposed that the 32-year standard be adopted in the judicial pro-
gram.?8® This reform would certainly have a very small, if any effect
upon the financial stability of the program; today there 1s not a single
annuity based upon the maximum number of years of creditable serv-
ice.?® The committee has accordingly drawn the language of its recom-
mended amendment to allow the crediting of 32 full years of service.??

Providing Both Retroactive and Prospective Cost-of-Living Increases

When the judicial survivors’ annuity Frogram was created in 1956,
no provision was made for cost-of-living increases in annuity
amounts.?® In ensuing years, as annuitants under the Civil Service
Retirement program repeatedly received automatic increases in
their annuities which reflected rises in the Consumer Price Index,*
the absence of any protection against inflation for judicial survivors
became a matter of increasing concern among our judges. With the
single exception of placing their program in an actuarially sound
condition, our judges bave deemed no objectives more important
than (1) the estab%ishment of a statutorily mandated formula for
periodically adjusting their survivors’ annuities to offset inflation in
the future and (2) the adoption of some formula for compensating
existing annuitants for the decreases in purchasing power ngch they
have endured since their annuities commenced.” As noted above,
in our recommendation of a new “average annual salary” factor,
this committee fully recognizes the need to make this program
more responsive to inflationary influences. It also fully recognizes
the compelling necessity of adjusting those annuities now being
paid to judicial widows. In doing so, however, we cannot adopt
measures which will inevitably undermine the program’s actuarial
soundness. To promote the former objective at the expense of the
latter would merely imitate the errors made in 1956 and guarantee
the need for yet further Congressional action in 1996, if not before.
Given our efforts to achieve both objectives, no single reform has
?roven more difficult than the crafting of a cost-of-living increase
ormula. Since 1974 this committee has studied four different proposed
formulas. Our evaluations of all four are presented in the following
paragraphs.

1. Adoption of the Civil Service Retirement program’s cost-of-living
increase formulas.

7 Bee 5 U.B.C. $8330(c) and §8341(b) and Senate Hearings, 1975, at 54-58, especially Table 2.
Z:g %ge Senate Hearings, 1975, at 66, 85, and 93.

22 Bee subsection (k) of revised section 876, note 223, supra.

28 At that time cost-ob-living increases in the Civil Service Retiremeni program’s annuities were the
resulfs of Congressional action taken at arbitrary intervals, and were designed to correct for cumulative
decreases in the purchasing power of the dollar. See e.g. Act of June 25 1958, Pub. L. No, 85465, 72 Stat.
218, the first cost-of-living increase authorized for the Civil Servics Retirement program after enactment of
the judges’ program in 1956,

28 In 1962 Congress first authorized automatic cost-ofliving increases in Civil Service Retirement an-
nuities which were indérectly hased upon recent rises in the Consumer Price Index. See Act of October 11,
1962, Pub. L. No. 87-798, 76 Stat. 832, Then, in September of 1965, Congress authorized automatic cost
of-living increases which were directly correlated to rises in that index, providing a 1 percent incresse in
annuity amounts for every 1 percent riss every time that index rose by st least 3 percent. See Act of Sep-
tember 27, 1965, Pub. L. No, 83-205, 70 Stat. 840. In 1969 the 4 percent increase in annuities for every & per-
cent rise in the index ,which is now the operational formuls, was enacted. See Act of October 30, 1969,
Pub. L. No. 91-93, Title IT, § 204, 83 Stat. 139.

_ %% Annuitants under the existing judicial survivors’ annuity program have never received a cost-of-
living inerease. See Senate Hearings, 1975, st 52, 61, 66-67, 75~76, 78-80, and 84-85.
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S. 12, as originally introduced, contained a provision under which
every judieial survivors’ annuity {n exisfence on the legislation’s
effective date would have been increased “by the same total percent
increase used to adjust a survivors’ annuity paid from the Civil Service
Retirement and Disability Fund with the same commencing date.”” 2%
In addition, incidental to complete merger with the Civil Service
Retirement program, all those “existing annuities”, as well as all
judicial survivors’ annuities-commencing affer the legislation’s effec-
tive date would, In the future, “be adjusted and paid in accordance
with” the formula governing future Civil Service Retirement cost-of-
living increases.?

In order to evaluate both the impact that proposal would have upon
existing annuities and the cost that would have to be fully funded by
the government if that proposal were adopted,”® the committee, in
July of 1974, applied the proposal to all annuities existing on June 30,
1974.%%° On that date there were 167 widows receiving judicial sur-
vivors' annuities. Of those 1687, 39 of them had been “‘blanketed-into”
the program when it was created in 1856.2%° All 39, plus 9 others, would
have retroactively received all cost-of-living increases awarded to
Civil Service Retirement annuitants since August of 1958.2" Because
each subsequent increase would be applied against the amount deter-
mined after applying each previous Increase, the proposed retroac-
tive application resulted in a dramatic compounding impact upon
every such annuity. The overall compounded increase for those 48
annuities by June 30, 1974 would have been 115 percent.?*® Although
the compounded increases for the other 119 widows would have been
progressively lower, depending upon the dates upon which their annui-
ties commenced, the dollar cost for the increases in all 167 annuities
wonld have been $443,944 for the single fiscal year of 1974.2® That
dollar amount would have been equal to 45 percent of the annuity
expenditures for that fiscal year.?® Thus, if the proposal had become
effective in June of 1974, it would have resulted in an immediate in-
crease in annuity expenditures of approximately 50 percent before any
additional annuities commenced.

In light of those economic consequences the committee felt that
adoption of the Civil Service Retirement increases, either retroactivel
or prospectively, would prove too extravagant an undertaking. Devel-
opments since 1974 have verified that expectation. Now, only twenty-
one months later, the first-year dollar cost of implementing that same
proposal for that same group of 167 widows has increased by an
astonishing 92 percent, to $853,830.2% That increase is the result of

2% Sep Section 3 of S. 12, 94th Cong., 1st Sess. (1975}, as introduced on January 15, 1975, reproduced in
Saa?l}?a%:ai Hearings, 1975, ai 23.

#6% See note 112, supra, and accompanying text.

28 In order to properly assess the impact of proposed formulas for retroactive and prospective cost-fo-
living increase, it was necessary 10 ““freeze’ the prograum on a selected date. June 30, 1974 was selected because
t;u;, kllatte?it %gailable complete compilation of all information needed for such an assessment had been made as
of that date.

20 See notes 42-48 and 55, supra, and accompanying text, as well as the Comments at the con-lusion of
Part I of the Background section of this report. .

21 The first Civil Service Retirement cost-of-living increase which would have applied fo existing judicial
survivors under the original bill was that authorized by the Act of June 25, 1958, note 283, supra. That
increase became effective on Angust |, 1958,

x %‘\33 Senate Hearings, 1975, at 59.

4 See Tiable “BY, supra. .
2% See “ Adjusted 1974 Civil Rervice Retirement Cost-of-Living Increase Study”, on file wiht the Sub-
comm. on Improvements in Judicial Machinery of the Senate Comm. on the Judiciary.



50

five additional cost-of-living increases having been applied to Civil
Service Retirement annuities since the committee’s earlier study in
1974, plus the compounding effects of each of those increases;** in the
case of those 48 widows who would receive all past increases since
1958, the overall compounded rate of increase in each of their annuities
would today be 172 percent.?®’

As demonstrated gy the impact of that twenty-one month period
from June of 1974 until March of 1976, the most significant aspect of
the proposal to apply the Civil Service Retirement program’s cost-of-
living increase formulas to judicial survivors’ annuities is the incred-
ibly rapid rate at which annuity expenditures grow from one year to
another. The dollar costs discussed in the preceding paragraph are
merely the prices which would have to be paid in the first year alone.
Under the original bill’s proposal, every new annuity, as well as those
discussed above would continue to be increased until the date of each
annuitant’s death, and each increase would compound upon its
predecessor. Under the Civil Service Retirement program today, every
annuity is increased by 4 percent for every 3 percent increase in the
Consumer Price Index.?*® Since its implementation in 1969, that
“bonus factor” formula has drawn increasing criticism; critics have
deemed it not only extravagant but also a contributing factor to the
inflation it is presumably designed to offset.?*® After President Ford
criticized it in his Budget Message to Congress on February 3, 1975,
Congressman Henderson introduced a bill to eliminate the 1 percent
“bonus” factor,?” Senator Mansfield called for an investigation by the
Senate Post Office and Civil Service Committee,?* and the Democratic
Policy Committee unanimously supported Senator Mansfield’s re-
quest.*® Pending the findings of that investigation, the impact which
that “bonus” formula may have upon the Civil Service Retirement
program will remain a matter of speculation.?® The effect that formula
would have upon the much smaller judges’ program,** however, was
determined by Congress’ Joint Economic Committee over one year
ago; it would be disastrous. In August of 1974, at this committee’s
request, J.E.C.’s staff economists projected the program’s anticipated

- experience under the Civil Service Retirement program’s formula
through 1980. They found that, at anticipated rates of inflation, the

26 Civil Service Retirement survivors have received increases of 5.5 percent in January of 1974, 6.4 percent
in July of 1974, 7.3 percent in January of 1975, 5.1 percent in August of 1975, and 5.4 percent in March of 1976,
Due to the fact that each cost-of-living increaseis applied against the annuity amount derived after applying
the lais;t previous cost-of-living increase, the compounded effect is that of a 33.4 percent increase within 27
months. . .

207 See note 295, supra.

=285 U.8.C. § 8340(b).

2 Ses Act of Oct. 20, 1989, Pub. L. No. 91-93, Title II, § 204, 83 Stat. 139.

30 See Senate Hearings, 1975, at 59. As an example of newspaper reportage of this material, see Barnes,
“Huge Bonus Found in U.S. Pension Plan’’, Washington Post, Feb. 16, 1975, § A, at 1, col. 8,1In which the
following appeared:

“Federal retirees can get billions of extra dollars at taxpayer expense because a formula designed to keep
their pensions in step with inflation actually propels them ahead.

“he unintended bonus could easily cost taxpayers $100 billion or more by 1990, according to projections
by the Associated Press—projections that Congress failed to make before it approved the formula.” -

Mr. Barnes also regorted that, when he asked a ‘“top staff assistant” who had worked on the 1969 legisla-
tion why Congress had not foreseen the problem, * * * * he acknowledged that in 1969 no detailed pro-
jections of its effects had been made” and “characterized the formula as ‘a throw-in in a bill that had some
goodies’”’. Id., at A-17, col. 8.

01 H. R. 3310, 94th Cong., 1st Sess. (1975).

32 See 121 Cong. Rec. S. 2437-38 (daily ed., Feb. 25, 1975).

38 See 121 Cong. Rec, 8. 3175-78 (Qaily ed., Mar. 5, 1976).

3 As of the date of this report, the Senate committee is awaiting the results of hearings on H.R. 3310,
note 280, supra, which the House has not yet been able to schedule.

35 See notes 32-31 and 248, supra, and accompanying text.

51

program would literally go bankrupt within a decade,*® and their
findings have certainly been corroborated by events within the past
two years.*” Given the devastating effect the Civil Service Retirement
formula would have upon the judges’ program, the committee has
concluded that an alternative method for providing both retroactive
and prospective cost-of-living increases Wiﬁ) have to be implemented.

2. Adoption of a 1 percent increase in all annuities for every 1
percent rise in the Consumer Price Index.

When the 1974 studies by this committee and the Joint Economic
Committee indicated the inapplicability of the Civil Service Retire-
ment program’s formulas, this committee felt that there might never-
theless be merit in evaluating the impact of those formulas, if the
“bonus factor’” 2°® were deleted from them. In essence this approach
would have constituted using a formula similar to that employed by
the Civil Service Retirement program between 1965 and 1969, when
annuities were increased by 1 percent for every 1 percent increase in
the Consumer Price Index.>*® After carefully studying such an ap-
proach, this committee had to reject it. Although a program with as
many members as Civil Service Retirement might be able to carry
the cost of an automatic cost-of-living increase based directly upon
rises in the Consumer Price Index, the judicial survivors’ annuities
program simply could not. If any lesson is to be learned from the
Congress’ errors in 1956, it is that the judges’ program and the Civil
Service Retirement program are not “‘comparable” in size and there-
fore simply do not have ‘“‘comparable” growth potential. If every
federal judge in the nation were to join the program tomorrow, its
investment fund would still not receive enough money from contribu-
tions and deposits, even at a moderately increased rate, to produce
the earnings needed to support such large increases in annual
expenditures.??

In March of 1976 committee staff updated the studies it had con-
ducted in late 1974 of the probable costs of adopting the 1 percent
Increase in annuity amounts for every 1 percent rise in the Consumer
Price Index. If we assume that all of the 167 widows receiving annuities
in June of 1974 are today still receiving those annuities, and that no
new widows have begun receiving annuities since then,® the cost of
implementing that formula for this year alone would be approximately
$627,000.32 While it is true that each of those 167 will die in some future
year, the mortality tables used for the program’s actuarial studies 3
indicate that the last such widow will probably not die for another
30 years. Thus, although another $627,000 will not be needed next
year to pay for the increases over existing annuity amounts, the
reduction in that amount from one year to the next will not be great.

atm For a more complete discussion of the Joint Economic Committee’s study, see Senate Hearings, 1975,
307 See notes 295-297, supra, and accompanying text.
308 See notes 298—304: supra; and accompanying text.
30 See note 284, supra. s
:::’ i@ee{’l‘atablefs “B"” and VIlla, supra.

n fact, of course, several of those widows have died and several new widows have begun to draw an-
nuities; by June 30, 1§75, the number of annuitants bad increased to 172. See table‘' A”, sup%a. For purposes
of consistency aud convenience, however, all financial studies for cost-of-living increase proposals were based
u};gnsthe“sgmg “ firﬁlzén" l}st of annuities. See note 289, supra.

ee “ Cost-of-Living Increases, Staff Study 3, Chart 17, on file with the Subco: .onT
Judicial Machinery of the Senate Comm. on the J udiciaryi . on fmprovementsin

313 See Senate Hearings, 1975, at 12.
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By using the same mortality tables used by the actuaries, and project-
ing the cost of such retroactive increases over existing annuity amounts
year by year, committee staff discovered that the overall cost of those
Tetroactive increases alone, from now until the day the last such an-
nuitant dies, will be approximately $8,450,000." That figure, of course,
‘only represents the cost of applying the “one for one”’ formula retro-

/ actively; both those 167 widows and all new widows would also receive
future increases as well. Using the same techniques used by the ac-
tuaries for projecting future. annuity expenditures, and assuming a
quite conservative annual rise in the Consumer Price Index of only &
percent, the cost of future increases for the 167 existing widows was
found to be approximately $14,938,648.3° Thus, by the day the last
such widow dies, the increased cost to the program to the one-for-one
formula will have become $23,388,648.% During those thirty years
pew annuitants will also be receiving additional annuities, and those
new annuities will also be increased year by year, generating ever-
larger annual expenditures. Quite clearly, even if the Civil Service
Program might be able to afford such geometric growth and such an
astonomic liability, the judicial survivors’ annuities program cannot.
Just as using the current Civil Service Retirement “bonus factor”
formula would quickly bankrupt the judges’ program,®’ adoption of
the “one for one” formula would also lead to bankruptcy. Although
the program might collapse several years later, it would nevertheless
eventually collapse, and the extra few years would be of small comfort
to the judges who have invested in 1t and the annuitants who are
dependent upon it.

3. Adoption of the proposals contained in Amendment No. 852.

In addition to the two methods for providing cost-of-living increases
discussed above, the committee also studied proposals_contained in
Amendmént No. 852,318 offered by Senator Metcalf in July of 1975.
Under that amendment, refroactive increases in existing annuities
would have been as much influenced by the current amount of an
annuity as by the length of time since its commencement. Since none
of the existing annuitants have ever received any cost-of-living
increases, their current annuity amounts are equivalent to their
original “basic annuity” amounts. Since that basic annuity amount
was determined by a judge’s years of contributing service and his
highest annual salaries during” those years,®® it is a true reflection
of his investment in the program, and, as such, is intended to govern
the “returns” earned on that investment.®?® To consider that basic
annuity amount, as well as the passage of time since the commence-
ment of the annuity, introduces an element which realistically has no
relationship to the purpose of establishing a cost-of-living increase
formula—the need to offset the effects of inflation upon a fixed dollar
amount. The application of such an approach to the judges’ program
would therefore reach beyond the mere correction of annuity amounts
for losses in purchasing power; it would also result in annuities based

314 See note 312 supra.
315 See ¢ Cost-of-Living Increases, ctaff Study 4, Chart 27, on file with the Subcomm. on Improvements in

M:(esl;idr\ery of the Senate Comm. on the J udiciary.

317 e notes 305 and 306, supra, and accompanying text.

318 See Senate Hearings, 1975, at 81.

15 See notes 196-208 and 261-274, suprs, and accompanying text.
a0 See notes 261-265, supra, and accompanying text.
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upon less service being increased to amounts a reciably large

th(ge (imnultles based upon many years of conErri)buting );ervig(;:er. than
dp er Amendment No. 852, all existing annuities would be im-
med 1a}tle]y increased to at least $7500, if presently below that amount
%I} ilt;Sen further increased by either (1) retroactively applying all
ivil Service Retirement cost-of-living increases awarded since those
annuities were commenced, or (2) raising those annuities to amounts
equal to ’37.5 percent of the current salary’’ of the office in which
th}f’ viflldow s decedaez?t husband served immediately prior to his death
;Vg 712 ever is less.® Of the 167 annuities in existence on June 30,
1974, 109 of them would have to be immediately raised to $7506
ﬁfore the retroactive cost-of-living increases would be applied. Of
t ose 109 annuities, the 39 being paid to widows who were “hlanketed-
into” the program in 1965 would then again be increased to the 37.5
percerit of current salary figure, $16,725 for widows of courts of
%})péaas judges and $15,750 for widows of district court judges.®®
nder the existing program, the annuities paid to those 39 widows
IIIJO“& cosfti $77,628 per year, and the average such annuity is $1,990.3*
! n$1e5r mendment No. 852, 26 of those annuities would be raised
) ;750 and 13 of them would be raised to $16,725. Thus the total
cost for those 39 annuities would become $626,925 per yeax,' and the
average such annuity would become $16,075, an increase of 708
percent. In contrast, a widow whose husband died in 1973, after
ggntrlbutlng $16,368 to the fund, who now receives an anm;ity of
,615, would find her annuity increased under Amendment No. 852
g%2$12,665, -an increase of only 33 percent.** Thus, Amendment No
85 would result in a widow whose husband never contributed to
the program receiving a larger annuity than one whose husband had
n Ifa,ct, contributed to the program for 19 years. ’
then a(idl?(.)n to the problem discussed above, the committee found
u {;o.s of implementing such large retroactive increases prohibitive.
pplying the same actuarial techniques used to project the costs of
using the Civil Service Retirement program’s formulas and the ““one for
one” Consumer-Price-Index formulas discussed above, committee
staff projected the costs of adopting Amendment No. 852's retroactive
}$nlczease formula. If implemented this year, the first year cost would be
3, 45,000, and the overall cost until the termination by death of the
ast effected annuity would be $18,885,000.3% That last figure covers
only the cost of retroactive increases into the future; the increased
annuities would also be further increased in- the future whenever
prospective cost-of-living increases were applied, and the formula
proposed in Amendment No. 852 for determining those future in-
fcreases proved to be far more expensive in overall costs than the
ormula for retroactive increases. Under Amendment No. 852, all
)%Ltu_re cost-of-living increases would be based upon the Civil Service
etirement program’s cost-of-living increase formula less the 1 per-

;2221 %le Senat%t He.?ringfs, 1975, at 82-83.

X e current salary for a court of appeals judge is $44,600. T' istri

i $45 (00, Hi sele g ,600. The current salary for a district court judge
94;28‘2’.1‘%01:(3 %01, .mpm?se figures reflect the October 1975 adjustments made under authority of Pub. L’. N%).

ese figures bave been taken from the annuit; i
In:;z;‘ng)vements in Judicial Machinery of the Senate gogg? (f)t{l%?lg ? ?1’11}2;7:13 on file with the Subcomm. on
o sgg H%;gs%’ggf, ﬂgir:g '%?;1: l_&:Asnuitgatntpfussed as an example does exist. ¥ .
- es, Ltaf "
in Judicial Machinery of the Senate Ci:)mnt;.lgix ?,’hec lJlsgiclia};.n file with the Subcomm. on Tmprovements



54

cent “bonus”. In essence that would mean increasing each annuity by
1 percent for every 1 percent increase in the Consumer Price Index,
an approach which, as explained above, the Committee studied and
rejected as simply too burdensome for an annuity program as small in
membership as the judges’ program.®® In addition to that future
cost-of-living increase formula, Amendment No. 852 would also ha\;g
guaranteed every future annuitant a minimum annuity of $7,500.
While it is true that both the Civil Service Retirement and Social
Security programs have “floor figures”, the figure in both programs
today 1s $1,224, not $7,500 per year. Although many of the wildows
annuities now being paid under the judges’ program are small, they
have been determined by the same annuity computation formula
used in all other cases, and necessarily reflect the shorter periods of
creditable service accumulated by their decedent husbands, the lower
salaries earned earlier in this century, or both.??® When cost project-
tions for this formula were carried forward for the next 30 years, the
overall cost to the program of adopting all of the provisions In Amend-
ment No. 852 was found to be approximately $185 million for the 30-
year period.*?® Quite obviously the judicial survivors’ annuity program
could never remain actuarially sound if required to meet the cost of
such rapidly expanding liabilities. L

4. Adoption of a retroactive cost-of-living increase formula of one-
fifth of one percent for every month an annuity has been in existence
and adoption of a prospective cost-of-living increase formula of three
percent for every five percent increase in judicial salaries. :

When this committee realized in late 1974 that both the current
Civil Service Retirement and the “one for one’” Consumer Price Index
cost-of-living increase formulas would eventually bankrupt the
program, it accepted the fact that any retroactive increases in existing
annuities would have to be funded by a special appropriation from the
general treasury and tried to determine if there might be any source
of increased income from the program which would support less expen-
sive future cost-of-living increases. Reasoning that the absence of any
provision in the existing program for cost-of-living increases was &
problem Congress should have solved long ago, the committee con-
cluded that 1t would be more appropriate to finance increases for
existing annuitants from general funds than to require the program
itself to bear that expense. At the committee’s request the Adminis-
trative Office of the U.S. Courts, in late 1974, computed the cost of
providing retroactive cost-of-living increases under a formula which
would multiply the existing annuity by a given percentage figure for
every month each such annuity had been in existence.”® Under that
formula, those who have been receiving annuities for the greatest
number of years, and who are the most in need of increases, would
receive the largest increases. This arithmetic formula, however,
would avoid the highly undesirable compounding effect of using prior
Civil Service Retirement formulas. The Administrative Office found
that, by increasing every existing annuity by one-fifth of one percent
per month, the equivalent of a 2.4 percent increase per year, those
widows who were “blanketed-into’’ the program in 1956 would receive

a8 See notes 308-317, supra, and accompanying text.

= gee Senatt;glg_ezagngsa 12?6715'2% o d accompanying text.

328 an -274, supra, amn .

L Sx ‘I']Xt:lsendment No. 852 Estimgted Costs, Staff Study 2, Chart 3", on file with the Subcomm. on
Improvements in Judicial Machinery of the Senate Comm. on the Judiciary.

30 See Senate Hearlngs, 1975, at 61.
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8 42.8 percent increase in their annuities as of June 30, 1974. If that
formula were to be implemented in September of 1976, twenty years
after those annuities were commenced, they would be increased by
50 percent. One additional feature of this approach is that every
widow will receive an increase based upon the number of months she
has been receiving an annuity, necessitated by the increases in the
cost of living during those months; in no case, however, will the actual
amount of any annuity influence the amount of the increase. Therefore,
no widow will find herself receiving less in spite of her husband having
served longer or having paid more into the program.

In October of 1975, at the request of this committee, the Social
Security Administration’s actuaries determined that the cost to the
government of implementing this formula would be $2 million from
the day the first such increases are paid until the day the last effected
annuity is terminated by death.®®' Since then additional studies by
both this committee **2 and the Congressional Budget Office 3% have
corroborated that figure. On balance, the committee finds this ap-
proach both more appropriate and more economically reasonable
than any of the other proposed methods for providing retroactive
cost-of-living increases and has accordingly recommended its adoption
in 8. 12, as amended.®** Because the committee wishes to have these
‘“‘catch-up” cost-of-living increases provided upon enactment of this
legislation, the language used in its amendment is drawn to enable
the Administrative Office to compute and pay the increases im-
mediately upon enactment, using monies now in the program’s central
fund, which will in turn be compensated by an appropriate amount,
to be deposited into the fund by the Secretary of the Treasury after
the approved appropriations become available.®

In seeking an alternate formula for determining prospective cost-
of-living increases the committee noted that past actuarial valuations
of the program had consistently ignored three sources of income
growth—increases in judicial salaries, the creation of new judgeships,
and earnings on fund investments in excess of rather conservative
‘““assumed’’ interest earnings.3*® We therefore tried to fashion a formula
for cost-of-living increases which would be fundable from those three
sources. Preliminary projections indicated that, if conservative cost-
of-living increases were tied directly to salary increases, the fund might
be able to support them. The committee finally settled upon a formula
which would increase annuity amounts by 3 percent every time
judicial salaries were increased by an increment of 5 percent. By
directly correlating increased expenditures to increased income from
contributions, any possibility of the program expending monies before
additional sums had become available would presumably be avoided.
In addition, by using the 3-percent-for-every-5-percent ratio, there
would presumably be enough surplus income to finance the increases
in “basic annuities” resulting from the higher salaries.?® In part, the

331 Fep the letter from Carter S. Warfield, Actuary, Social Security Administration, to M. Patricia Carroll,
Chief, Retirement, Insurance, and Payroll fection, Division of Business Admiistration, Administrative
Office of the U.S. Courts, October 6, 1975, which is reproduced in the Communications section of this report,
infra. Fee also notes 409-410, infra, and accompanying text.

332 Fee “ Cost-of-Living Increases, “taff Study 3, Chart 17, on file with the Subcomm. on Improvements
in Judicial Machinery of the Serate Comm. on the Judiciary. -

3 See the “ Congressional Budget Office Cost Estimate, March 24, 1976’", reproduced in the Communica-
tious section of this report, infra.

33:: %eie Section 5 of S. 12, as amended, in the Amendments section of this report, supra.

3% See Senate Hearings, 1975, at 6-8 and 52-53.

37 See notes 261-270, supra, and accompanying text.
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latter assumption was based upon the reasonable expectation of higher
earnings than those assumed by the actuaries, and upon the reality of
an ever-increasing number of potential members in the program. As
of late 1975, 168 %ederal judgeships had been authorized since 1956,%%
legislation authorizing another 52 new judgeships was pending in
Congress,®®® and the judicial survivors’ annuities program’s fund in-
vestments had consistently earned interest at higher rates than those
assumed by the actuaries.**® Given those trends, and the reasonable
expectation that they would continue, the committee felt confident
that they would generate sufficient earnings to offset the increased
expenditures which would result from future cost-of-living increases.

Unfortunately that entire approach was also based, in part, ugon an
assumed salary increase schedule similar to that experienced by the
judiciary before the Executive Salary Cost-of-Living Adjustment Act
was passed in October of 1975.3*" Later studies by both the Social
Security Administration’s actuaries and the Congressional Budget
Office proved that, although the formula might have worked when
judicial salaries were increased only at intervals of several years, if
they were increased every year, as they now will be, a far greater
proportion of the increased income into the program will be required
to meet the cost of progressively higher “basic annuities”.®** The
unavoidable conclusion which this committee has had to accept is that
prospective cost-of-living increases, for annuities commencing in the
future,®® can be financed only by increasing the program’s basic
contribution income. Accepting that fact, the question then becomes
one of choosing the formula which will provide reasonable increases in
annuities without requirin% an unreasonable increase in contributions.

Among the four formulas studied, the only one which met that
requirement was the 3 percent cost-of-living increase for every 5 per-
cent salary increase formula. Studies conducted by the committee,
the Social Security Administration’s actuaries, and the Congressional
Budget Office have all indicated that implementation of that formula
can be funded by increasing the program’s contribution rate from 3
percent to 4.5 percent.*** Adopting any of the other proposed formulas
would inevitably require a larger contribution percentage rate.
Although the increases provided by the “three for five” formula will
not equal those provided under the Civil Service Retirement ‘bonus”
formula, given the annual ‘“comparability adjustments” in judicial
salaries recently authorized,® they will occur regularly, they will
help to offset inflation, and—of very real import—they will be in-
creases which the much smaller judicial survivors’ annuity program
can afford. In the belief that that salary-increase-related cost-of-
living increase formula is the most appropriate, the committee has
recommended it in S. 12, as amended.%®

38 In 1956 there were 359 federal judgeships (not including positions on the U.S. Tax Court). See U.8.
Budget Appendix, 1956. Today there are 527 federal judgeships. See 28 U.8.C. sections 1, 44, 133, 171, 211
and 251. It should also be noted that every time a judge ‘“resigns’ or retires under 28 U.S.C. §371, see
notes 35 and 171, supra, he continues to contribute to the program’s fund while creating a vacancy to be
filled by another contributing judge.

3 At present both S. 286, 94th Cong., Ist Sess. (1975), which would create 7 new courts of appeals judge-
ships, and 8. 287, 94th Cong., 1st Sess. (1975), which would create 45 additional district court judgeships,
are pending before the House Committee on the Judiciary. i

340 Compare Senate Hearings, 1975, at 52, Table 1, with the interest earnings listed in Table “B”’, supra.

31 See notes 201 and 213, supra.

312 See notes 268 and 269, supra, and accompanying text. .

33 For an explanation of how rosdpective cost-of-living increases for annuities in existence on the effective
date of this legislation are to be funded see notes 411413, infra, and accompanying text.

34 Sep note 153, supra, and the Communications section of this report, infra.

35 See note 201, supra.

38 See subsection 811) in revised section 376, note 223, suprs.
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RECOMMENDATIONS FOR FINALLY ESTABLISHING AN
ACTUARIALLY SOUND PROGRAM

Eliminating the Ewxisting Fund’s Present Deficiency

As explained in Part I of the Background section of this report,
a permanent deficiency in the judges’ program’s central fund was
guaranteed on the day the program was created by the inclusion of
121 unfinanced annuities.?” An Administrative Office study reveals
that between August of 1956 and the end of fiscal year 1974, 31 per-
cent of the total amount expended for annuities had been paid to
the recipients of those unfinanced annuities, the 121 widows who
were ‘“‘blanketed-into’’ the program on its first day.?*® Because their
numbers have gradually diminished since 1956, and because new
annuitants have begun receiving payments since then, the percentage
of annual expenditures allocated to those ‘‘blanketed-in” widows
has decreased from 100 to 8 over that eighteen-year period.*** Ob-
viously that decrease will continue, and eventually those expenditures
for annuities which were never funded will terminate. By the time
they do terminate, however, they will have had an impact upon the
program’s central fund far greater than the loss of the face amounts
expended for them. As of June 30, 1974, the dollar amount for such
expenditures had almost reached $3,000,000, an amount equal to
41 percent of the fund’s deficiency on that date.®® The actual impact
those expenditures have had upon the central fund, however, has
been far more extensive than that figure would suggest. Every one
of those dollars which has been expended should have been invested
in the fund and should have produced additional income through
investments at compounding rates before being paid out in annuities.
Because the dollars used for those expenditures have been ‘‘income”
dollars which were never invested, the program has lost the interest
on them which would have in turn earned greater interest by com-
pounding over a period of from one to eighteen years.?® Thus, not
only has the program lost the dollars themselves, it has lost the
earnings potential inherent in an investment fund which should have
been at least $3,000,000 larger that it has been. As a result of those
losses, the program was suffering from a $7,300,000 deficiency on
December 31, 1973.32 By September of 1975 that deficiency had
grown to $8,200,000.23%® Now, in March of 1976, it is estimated to be
$8,500,000.

According to the last actuarial valuation, that deficiency amount is
precisely the amount which the actuaries had determined would be
needed to restore the program’s actuarial soundness.?* This committee
has concluded that that step must be completed before any of the
other reforms which we are now recommending can be responsibly
authorized 3 Therefore, the question is: what is the best way to
repay that deficiency? Although the Social Security Administration’s
actuaries have, in all six actuarial valuations, recommended increas-

347 See notes 4249, supra, and the Comments at the conclusion of Part I of the Background section of
this report, supra.

48 Senate Hearings, 1975, at 60.

3 For a tabular presentation of annual dollar amounts and the percentages of annual expenditures paid
to the blanketed in widows, see Senate Hearings, 1975, at 60. .

:;' i‘.’:ee Senate Hearings, 1975, at 60.

38 Id., at 86.
34 Id., at 52,
5 See note 361, infra, and accompaning text.
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ing the government’s “‘contributions” to the fund—i.e. the “‘matching
amounts” paid into the program each year from the Administrative
Office’s operational budget **—they have, in the past three valuations,
quite logically noted that the fund deficiency could also be repaid mgg
a single deposit equal to the fund deficiency on the date of payment.
In evaluating both of those repayment methods this committee has
concluded that the single deposit approach is far wiser than an increase
in government ‘“‘contributions” for several reasons. Making a single
deposit payment would immediately establish the level-cost balance
of the current program ; open-endedly increasing government matching
amounts would not. Making a single deposit payment would im-
mediately strengthen the program’s investment fund and generate
increased earnings for that fund; increasing matching amounts would,
in essence, “amortize” the debt, requiring the government to pay
the “carrying cost” for repaying the obligation over an undetermined
period of time. Finally, “matching’”’ amounts were never intended to
serve as “bail-out” amounts. When the Eighty-fourth Congress
created this program in 1956, although it clearly failed to fully com-
prehend the consequences which would follow from the bill it ap-
proved, it nevertheless clearly intended that the program’s costs
would be shared equally by the judges and the government. This
committee does not believe the Ninty-fourth Congress would express
any different intention. An increase in both the “contributions” paid
by the judges and the “matching amounts” paid by the government
for the purpose of meeting future obligations is consistent with that
intention. increase only in the government’s payments for the
purpose of meeting a current, if not long-past, obligation is not.

This committee has concluded that the immediate repayment of
the fund’s existing deficiency with one adequate deposit 1s the most
reasonable and appropriate course of action. Therefore S. 12, as
amended, provides that the Secretary of the Treasury shall ascertain
the extent of the fund’s deficiency as of the date this legislation be-
comes effective and shall, as soon as appropriated funds in that
amount become available, deposit those funds in a single payment
into the new Judicial Survivors’ Annuities Fund which is being created
by this legislation to replace the existing fund.**

Statutorily Authorizing the Payment of Matching Funds

As noted above, there is no provision in 28 U.S.C. §376 today
authorizing the payment of ‘‘agency contributions’ or “matching
amounts”; that authority is simply inferred from Section 5 of the
Act which created the program.®*® As one part of its comprehensive
reorganization of the program, this committee is recommending that
authorizing language for “matching amounts” be incorporated into
the language of the new statute.’

Incorporating the Existing Program into a Completely Bestructured
New Program

As one incidental aspect of the complete reformation of the program,
S. 12, as amended, creates a new ‘‘Judicial Survivors’ Annuities Fu1_1d ’
All monies now credited to the existing fund will be transferred into

e rod b TP el e

87 na 3 , at 52, n. 2-4.

m Sg S:ctlon 4 of Sl.lglsz, as amended, in the Amendments section of this report, supra, and note 361, infra,
and accompanying text.

3 Note 173, supra. . .

3% See subsection (c) of revised section 376, note 223, supra.
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the new fund, and the monies appropriated to restore the program to
an actuarially sound condition and to pay for the cost-of-living
increases in existing annuities will be deposited into that new fund.®!

Increasing “Contribution” and “Deposit” Rates from 3 Percent to 4.5
Percent

In order to provide all of the reforms recommended in this report,
additional income into the fund is absolutely essential. As explained
in greater deail above®*? and in the Estimated Costs section of this’
report, infra, this committee has authorized the full repayment of this
program’s existing deficiency, and the full funding of all retroactive
and prospective cost-of-living increases for ezisting widows*® by
means of single deposits into the fund as soon as authorized appro-
priations become available.®®* When those payments have been made,
the newly created fund will have been established in level-cost balance.
In order to maintain that balance, while also providing the increased
benefits recommended in this report, this committee, in reliance upon
studies conducted by the Social Security Administration’s actuaries,
the Congressional Budget Office, and committee staff, has recom-
mended that judicial ‘“contributions” and ‘‘deposits”—and govern-
ment ‘‘matching amounts’”—be increased from 3 percent to 4.5
percent of annual salary as of this legislation’s effective date.?® In
essence we are recommending that the judges and the government
share the costs of the newly balanced program, just as Congress
intended that the costs of the existing program be borne equally by
both parties when it acted in 1956.

We would note, however, that, although it is this committee’s
intention that all judges now participating in the existing program,
as well as all judges joining the new program, shall be required to
begin making ‘“contributions” into the program at the new rate of
4.5 percent upon the legislation’s effective date, we do not intend
that any judge who has already paid his full “deposit”, or is still
paying that ‘“‘deposit” in installment payments,®® in accordance with
an agreement in existence on this legislation’s effective date, shall
now be required to pay that ‘“‘deposit”’ at the new 4.5 percent rate.
Under language contained in S. 12, as amended,* this committee
intends, first, that every ‘“deposit’’ agreement in existence upon this
legislation’s effective date shall be deemed to have entitled both
parties to that agreement to rely upon its terms and, second, that those
terms shall remain unaffected by enactment of this legislation. We do,
however, intend that any judge who commences payment of ‘“‘deposits”
or negotiates an agreement to pay ‘“‘deposits,” after this legislation’s
effective date shall be required to pay such “deposits’ at the new 4.5
percent rate.

III. THE BASIC OBJECTIVE: AN ACTUARIALLY SOUND PROGRAM WHICH
PROVIDES REASONABLE BENEFITS

_ When this committee first began the studies which have now resulted
in the recommended reforms discussed above, it found a judicial

361 See Section 3 of 8. 12, as amended, in the amendments section of this report, supra.

362 See notes 347-358, supra, and accompanying text.

33 See notes 330-335, supra, and 409412, infra, and accompanying text.

3% See Sections 4 and 5 of S. 12, as amended, in the Amendments section of this report, supra.
35 See subsections (b), (¢) and (d) of revised section 376, note 223, supra.

366 See notes 171-188, supra, and accompanying text.

387 See Section 6 of S. 12, as amended, in the Amendments section of this report, supra.
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survivors’ annuities program destined for bankruptcy, yet obviously
in need of extensive reform. The proposed solution was to merge
the program with the Civil Service Retirement program. Although
that solution was at first appealing in its simplicity, not unlike a-
great many “cheap and easy” solutions, it was neither cheap nor
easy. The exorbitant costs of implementing that proposal have
already been discussed.®® In addition that proposal faced one other
serious obstacle. Cases involving the Civil Service Retirement program
have been and will be litigated in our federal courts.®*® Under 28
U.S.C. §455, which establishes the standards our federal judges
must follow in disqualifying themselves from cases filed in their
courts, there can be no doubt that any judge joining a merged an-
nuities program would have to recuse himself from many, if not all,
of those cases.¥’® Today there are 673 federal court judges who may
participate in the program; 614 of them are members of the program.
For that reason alone a separate program would seem essential,
even if the costs of merger were not prohibitive. For both reasons,
however, this committee believes the recqmmended reform of the
existing judges’ program to be a wiser solution. .

In its efforts to structure a reformed program the committee was
frequently reminded that the Congress had, in 1956, intended to
create a program for judges “fully comparable” to the program then
available to Members of Congress. As stated in the opening para-
graphs of Part IT of this Statement section, however, a careful reading
of the program’s legislative history indicates that that _mtentlo’n
“may have been far more apparent than real”.”” Part I of this report’s
Background section strongly suggests that full comparability was
never really intended and that, even if it was, the legislation which
was finally approved very obviously failed to provide it.%® The
question for this committee, then, became should this committee
now seek to provide “full comparability”’, and if so, should it do so
retroactively, prospectively, or both? For reasons already explained
in the previous discussion of cost-of-living increases, the committee
concluded that any effort to achieve exact parity in annuity amounts
retroactively would be inappropriate as well as impossible.* The
committee also concluded that a similar effort to achieve exact
parity prospectively would also be inappropriate.*”” ) )

As stated in the opening paragraphs of Part II of this section,
the distinctions which actually do exist between the offices of “Judge”
and “Member”’ have been relevant to Congressional evaluations of
this program in the past, and this committee finds them as appro-
priately relevant today.? Federal judges are appointed for life and
draw their full salaries until the day they die;* members must run
for reelection at regular intervals and, when no longer in full “active
service,” receive only their “retirement pay”. In many cases that

308 8, otes 112-113, 146-152, and 286-306, supra, and accompanying text. i .

36 ()%enneed only glance over the “Notes of Decisions” in subchapter TII of Title 5, United States Code
Annotated to understand how frequently the Civil Service Retirement law has been the subject of litigation
since its creation in 1920.

3 See 28 U.8.C. § 455, as amended by the Act of Dec. 5, 1974, Pub. L. No. 93-512, 88 Stat. 1609.

a;; See ’I‘atble “A”, supra.d ying text

8 ote 218, supra, and accompan; ext. .

373 geeg got: 32-41 al?xd the Commegts at the conclusion of Part I of the Background section of this report,
supra. )

8‘ See notes 286 and 290-297, supra, and accompanying text.

315 See notes 287 and 298-306, supra, and accompanying text.

318 See note 220, supra, and accomganying text.

377 See notes 35 and 175, supra, and accompanying text.
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retirement pay falls well below their full salaries of office and, of
course, the Members have purchased that retirement pay with contri-
butions made throughout their active service careers. This committee
believes those facts are relevant to an evaluation of survivors’ annuity
amounts simply because a judge enjoys a far greater “job security”
and is therefore able to plan for his survivors with far greater cer-
tainty than is a Member.

Even more relevant, perhaps, than those observations are the actual
facts derived from the committee’s full study of the actual amounts
available to survivors of judges and Members through their respective
programs. During the committee’s evaluation of S. 12 and its alterna-
tive proposals much comment was received alleging great disparities
between annuity amounts received by Members’ survivors and annuity
amounts received by judges’ survivors.””® Although there aré large
disparities today, they are not the result of the judges’ program’s
computation formula, but rather the result of the facts which affect
those cases involving widows whose husbands either received low
salaries or failed to accumulate normal periods of creditable service.
When the amounts computed under both programs are compared
in cases based upon identical periods of creditable service, a judge’s
surviving widow will always receive an annuity ezactly 10 percent
lower than a Member’s survivor, if both men have reached age 65
before their deaths or departure from service.®”® While it is true that a
special provision in the Civil Service Retirement program provides
that a Member who dies before age 60 will be credited with the number
of years between his age at death and age 60, to bring that provision
into direct comparison with judicial experience is to distort to a

reat extent the realities of judicial experience. As documented in the
ixth Actuarial Report, 61 percent of our federal judges live to be
70 years of age or more, and another 34 percent live to be 55 years
of age or more. As of December 31, 1973, 58 percent of the judges
participating in the judges’ program were over 60 years of age,’°
and a study conducted by the Administrative Office in 1972 revealed
that the average number of years of active service accumulated by
judges before their deaths was 19.3® What this means is that most
judges who do not achieve senior status,*®? and most do, do not die
until after attaining an appreciable number of years of creditable
service under the judicial survivors’ annuities program. The fact that
in the past nineteen years only 12 judges out of 711 who have been
members of the program have died before attaining 5 years of such
service fully supports that conclusion3® Obviously the normal
period of creditable service for federal judges will, most often, far
exceed the normal period of creditable service for Members and,
equally obviously, most judges’ service-long salary earnings will
exceed most Members’ service-long salary earnings. Given the above
facts, the committee finds that the actual 10 percent differential between

survivors’ annuity amounts, which is the usual situation, is not that
alarming.

¥8 See Senate Hearings, 1975, at 2 and 78.

%% For an extensive comparison of the methods used to compute both types of annuities and the results
of those computations in hypothetical and actual cases, see Senate Hearings, 1975, at 53-58.

30 See Senate Hearings, 1975, at 12, Table JA.

#1 This unpublished study was condueted by the Division of Business Administration in the Adminis-
trative Office of the U.S. Courts at the conclusion of Fiscal Year 1972 for its internal opéerational purposes.
The findings were made available to the committee upon special request.

32 See notes 35 and 175, supra, and accompanying notes.

883 See note 238, supra, and accompanying text.
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In the final analysis this committee’s responsibility is not to guar-
antee every judicial survivor a certain dollar-amount annuity; it
is to provide a program through which the judges, by making a,pproprll—
ate contributions, may earn, with their years of service, a reasonable
degree of security for their survivors. We believe that the recommenda-
tions we are now reporting meet that responsibility. As-documented
above, our reform proposals are the result of extensive study and
consideration; not one of them has been recommend without a com-
plete review of all of its implications. ) ’ o

For almost twenty years the judicial survivers’ annuities program
has been in existence, and for the same period it has been severely
underfunded. That deficiency resulted from errors made by Congress
when it created the program. S. 12, as amended, will finally correct
that financial deficiency and place the program in an actuarially

ondition.

SO%I:)(II' (;.lmost fourteen years the Judicial Conference and Members of
Congress have advocated reforms which would bring the judicial S'uI:i
vivors’ annuities program into greater conformity with the Civi
Service Retirement program, now available to Members of Congress,
and for just as long been unable to reach a consensus on how best to do
s0. S. 12, as amended, has the support of such a consensus; the Judicial
Conference approved the amended bill on September 25, 1975.

For almost three years this committee has worked to structure a
reform proposal which would, at one time, both bring the judicial
survivors’ annuities programs’ standards of eligibility u}to complete
conformity with the Civil Service Retirement program’s eligibility
standards for Members’ annuitants and provide reasonable tncreases in
annuity amounts which would not once again undermine the program’s
fiscal stability. S. 12, as amended, accomplishes those objectives.

EstimatTED CosTs

As evidenced by the preceding paragraphs concerning recommended
improvements in annuity amounts and recommendations for establish-
ing an actuarially sound program, the cost of every proposed improve-
ment in the judicial survivors’ annuities program is of vital significance.
If this Congress creates a new program incapable of maintaining itself
financially, we will simply be repeating the same error made by the
Eighty-fourth Congress in 1956. (%uite obviously, if that earlier Con-
gress had recognized the need to fully fund the cost of the annuities
conferred upon the 121 widows who were ‘“‘blanketed-into’ the pro-
gram then, the deficiency in the existing program would not today
total $8.5 million.?¥* Therefore, one of this Committee’s fundamental
objectives has been an accurate estimation of both the cost of each
proposed reform and the new program’s ability to meet those costs.

Another objective has been the equitable allocation of funding
responsibility for the costs of those individual reforms. The Committee
has attempted to divide costs in a manner which would insure that
Eresent and future contributing members would not be paying for

enefits conferred upon existing annuitants. Therefore, the cost of
repaying the existing program’s deficiency is to be met with appropria-
tions from general revenues. 3* The same form of financing is being
recommended for the costs of providing both retroactive and prospec-
tive cost-of-living increases for exzisting widows.?® In the first instance,
there is no doubt that the existing fund deficiency is largely, if not
entirely, the result of Congress’ errors in 1956.3¢" In the second in-
stance, although the extent to which Congress bears responsibility
for the absence of a cost-of-living adjustment during the past eighteen
years is debatable?®® to assess that cost against the program would
constitute nothing less than requiring our living judges to underwrite
annuities for their deceased colleagues’ survivors.

A third objective has been the selection of financing methods which
would meet necessary costs as inexpensively as possible. Thus, as
previously explained,®®® the Committee has concluded that, where
possible, the cost of recommended reforms shall be met by making
one large deposit into the program’s central fund.**® That “prepay-
ment”’ approach is far less expensive than ‘‘amortizing” the cost over
an indefinite period of years; it provides the program with a large
infusion of investment capital, which will earn interest for the program,
rather than obligating the government to, in essence, pay interest for
the privilege of postponing 1ts obligations.

With those three objectives in mind this Committee, in June of 1975,
requested that the same Social Security Administration actuaries who

334 See notes 347-358, supra, and accompanying text.

385 See notes 347-358, supra, and 413417, infra.

38 See note 330, supra, and 409413, infra.

387 Seetgenerally, the Background section of this report, supra. See also notes 347-354, supra, and accom-
paying text. )

38 See notes 82-113, supra, and accompanying text.

39 See note 357, supra, and accompanying text.

3% Id. See also notes 409412 and 413-418, infra, and accompanying text,
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had prepared the Sixth Actuarial Valuation of the existing judges’
program evaluate the recommendations for reform which are set forth
in this report.?® The Committee asked the actuaries to determine how
much each of the proposed improvements would cost and, in antici-
pation of having to list those costs in this section of this report, asked
for estimated dollar-amount figures for the items already identified as
burdensome. In October of 1975, a letter prepared by the actuaries in
response to that request was received by the Committee. A copy of
that letter is included in the Communications section of this report.®®
In January of 1976, in anticipation of the requirements of 31 U.S.C.
§ 1353, the Committee also asked the Congressional Budget Office
to prepare a ‘‘cost analysis” of S. 12, as then amended.?® Once again,
the Committee asked for estimated dollar amount figures. The Esti-
mated Cost Report prepared by the Congressional Budget Office is
also included in the Communications section of this report. Although
the conclusions reached by both the actuaries and the Congressional
Budget Office are in essential agreement, the Budget Office’s presenta-
tion was understandably more responsive to the purposes served by
this section of this report.

That presentation was intentionally designed to s%ecify estimated
costs both in terms of any total fund deficiency which might develop
in the future and in terms of the costs associated with specific recom-
mended reforms.

In order to determine the extent to which the proposed bill would
affect future budgetary planning, C.B.0.’s cost analysis projected
estimated revenues and expenditures for a period of seventy-five
years, from 1976 through 2050. Although the results obtained by using
that technique should not be equated with findings derived from a
perfectly programmed actuarial study, they do provide an accurate
estimate of costs for the purpose of isolating the proposed new pro-

ram’s future liabilities and, when compared to the findings provided
%y the Social Security Administration’s actuaries, they are reas-
suringly similar.?%

By means of their analysis, the C.B.0.’s economists estimated that
the bill which they reviewed would develop a total fund deficiency
of $41.5 million by the year 2050. That fund deficiency was further
determined to be the result of the following four cost items:

(1) an estimated $8.5 million deficiency in the existing program;

(2) an approximate cost of $2 million for retroactive cost-of-
living increases in annuities in existence on the legislation’s
effective date, from that date until the last such annuity would
terminate;

(3) an approximate cost of $1 million for prospective cost-of-
iving increases in those same “existing’” annuities; and

(4) an approximate cost of $30 million resulting from (a) pros-
pactive cost-of-living increases in “new’”” annuities (those com-
mencing after the legislation’s effective date) and (b) increased

3 Bee note 161, supra. X
32 Sea the letter from Carter S. Warfisld, Actuary, Social Security Administration, to M. Patricia Carroll,
Chief, Retirement, Insurance, and Payroll Section, Division of Business Administration, Administrative
‘(r)lifirica ofthe U.S. émm‘.s, October 6, 1975, which is reproduced in the Communicstions section of this report,
2

392 See note 167, supra. .

3 See notes 162-167, supra, and sccompanying text.

# Compare the letter, note 392, suprs, with the “ Congressionzl Budget Office Cost Estimate, March 24,
1976", reproduced in the Communications section of this report, infre.
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basic annuity amounts resulting from computing all “new”
annuities by using an “average annual salary” factor based upon
the highest three years of earnings rather than upon the last
five years of earning.
_Although the proposed bill would have fully funded the cost-of-
living increases for annuities in existence on the legislation’s effective
date, and also would have provided for the immediate payment of the
fund deficiency existing on that same date, no provision had then been
made to fund the remaining $30 million deficiency resulting from the
cost-of-living increase in ‘“‘new’’ annuities and frcm the new “average
annual sa.laléy” factor.®*® While it would have been possible to meet
that future deficiency with a single appropriation, just as the Commit-
tee had planned to fund the estimated current deficiency of $8.5
million, that approach would only have provided necessary financing
through the year 2050; at that time a new fund deficiency would have
begun to develop. In addition, the adoption of that funding solution
would have established a precedent of Congress periodically funding
consecutive fund deficiencies indefinitely into the future, a precedent
fvltl_lch this Ccmmittee does not wish to see established by this legis-
ation.

At the Committee’s request, the Congressional Budget Office
therefore explored the possibility of an alternative method of financing
the deficiency resuiting from cost-of-living increases in “new’” an-
nuities and from the new “average annual salary’”’ factor. As part of
the cost analysis, a calculation of the fund’s total deficiency through
the year 2050 was conducted using a contribution rate of 4.5 percent
of salary, rather than the present centribution rate of 3 percent of
salary. According t¢ that calculation the fund’s total deficiency by
the year 2050 would be approximately $13 million, an amount equal
to the total of all cost items other than cost-of-living increases in “new”’
annuities and the cost of using the new ‘“‘average annual salary”
factor. Because the proposed bi% had already authorized funding for
those other items, it appeared that, by amending the bill to require a
4.5 percent contribution rate, the creation of any fund deficiency could
be completely avoided, at least through the year 2050. It also appeared
that, as long as no additional increases in expenditures beyond those
contemplated in the proposed bill—and assumed in the cost analysis—
were authorized, the new 4.5 percent contribution rate would prevent
the development of a fund deficiency indefinitely into the future,
thus fulfilling the bill’s basic objective of guaranteeing an actuarially
sound program.

Given the findi by both the actuaries and the Congressional
Budget Office, the Committee revised the proposed bill to provide that
“contributions” and ‘““deposits” made after the Judicial Survivors’
Annuities Reform Act’s effective date would be assessed at 4.5 percent
of a contributing member’s annual salary 3%

In the following paragraphs the estimated costs of each reform rec-
ommended in S. 12, as amended, are explained in detail and in the same
order in which those reforms have been discussed in Part II of the
Statement section of this reporf,
supra, and accomp Taxt. o U - m?m' o0 Sotes 336t

"3 See notes 168, 336-846, and 36567, supes, and accompamylagaet, . - - o
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RECOMMENDATIONS FOR IMPROVING ELIGIBILITY STANDARDS

Both the Social Security Administration’s actuarial study and the
Congressional Budget Office’s estimated cost study confirmed the
Committee’s expectations that not one of the recommended reforms
in eligibility standards ®*® would impose a financial burden upon the
new program. In the language used by the actuaries, all of those
reforms would have “a negligible cost’.*%

RECOMMENDATIONS FOR IMPROVING ANNUITY AMOUNTS

Both the Social Security Administration’s actuarial analysis and
the Congressional Budget Office’s cost analysis also confirmed the
Committee’s expectations that the cost of increasing annuity amounts
for dependent children ° and the cost of increasing the number of
years of service which might be deemed to be “creditable’” 4! would

both be inconsequential in terms of the funds actuarial soundness.*%?

A “High, 8 Years” “Average Annual Salary” Factor and Prospective
Cost-of-Living Increases for FUTURE Surviving Spouses

Both studies, however, as explained above, indicated that the
simultaneous adoption of a high-three-year “‘average annual salary”
factor and prospective cost-of-living increases for future surviving
spouses would, given annual ‘‘comparability adjustments” in judicial
salaries, result in a future fund deficiency.*® Since both of those
reforms will only benefit surviving spouses whose annuities commence
after the date upon which this legislation becomes effective, the Com-
mittee has concluded that the cost of those two reforms should be
assessed against the new -program, and has accordingly revised the
proposed bill to provide for increases in both the ‘“contributions’
made by. participating judicial officials and the “matching amounts”
paid into the program by the government.*®

Because S. 12, as amended, increases the “contribution” rate from
3 percent to 4.5 percent, the annua. “contribution’’ receipts acquired
by the program from both participating judicial officials and the
government will increase by 50 percent. According to the latest ac-
tuarial valuation of the judicial survivors’ annuities program, the
government’s contributions for calendar year 1977 are estimated to
be $741,000.4% Because that valuation was conducted prior to passage
of the “Executive Salary Cost-of-living Adjustment Act” last October,
that estimated figure must be ‘“‘adjusted’’ to reflect “comparability
adjustments” in judicial salaries resulting from that legislation.
Assuming that judges will receive a 5 percent comparability adjust-
ment in 1976, just as they did in 1975, that $741,000 figure for
calendar year 1977 becomes $817,000. If, as anticipated, S. 12, as
amended, has become effective by calendar year 1977, that figure will
increase by 50 percent and become $1,226,000. Because the govern-
ment is already required to pay the original $817,000 under existing

3% See notes 221-254, supra, and accompanying text.

3% See letter, note 392, supra.

10 See notes 255-260, supra, and accompanying text.

1 See notes 275-282, supra, and accompanying text.

402 See note 395, supra.

403 See note 397, supra.

4 Tt should be noted that only “contributions”, not *“‘deposits”, are ‘“matched’”’ under the program.
See notes 171-186 and 359, supra, and accompanying text. :

405 See Senate Hearings, 1975, at 14.

408 See note 201, supra.
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legislation,*” however, only the actual amount of the increase,
$409,000, will be a cost to the government of S. 12, as amended.
Applying the same calculations to the estimated government “match-
ing amounts”’ listed in the latest actuarial valuation for calendar
years 1977-1981 *°% yields a five-year cost to the government of:

Adjusted at

Gover ¢ 5 percent a A t
overnmen ear since mo f
Calendar year contributions y 1975 incrue:s:s
$741, 000 $817, 000 $408, 000
742,000 859, 000 430, 000
743,000 903, 000 452, 000
744, 000 949, 000 475, 000
745, 000 998, 000 499, 000
__________________________________________________________________________________ 2,265, 000

In the table of estimated costs which is presented at the conclusion
of this section of this report, although that five-year figure is shown

- as a cost to the government of “‘increasing contribution and deposit

rates from 3 percent to 5 percent”, it could just as accurately have
been apportioned between the costs of “substitutng an average an-
nual salary factor based upon the high three years of earnings rather
than the last five years of earnings’” and “providing prospective
cost-of-living increases for future surviving spouses’.

Retroactive and Prospective Cost-of-Living Increases for EXISTING
Widows

_ As explained above, the cost of providing retroactive cost-of-living
increases for all existing widows under the formula recommended in
S. 12, as amended, has been estimated to be approximately $2
million.**® That amount covers all expenditures required for in-
creases in existing annuities from the effective date of this legislation
until the date of death of the last of the existing annuitants. Because
those expenditures were never anticipated in 1965, and because
assessing them against the new program would result in present con-
tributors financing benefits for survivors of past contributors, as well
as for those widows who were “blanketed into” the program, the
Committee has concluded that this cost should be assessed against the
government. Accordingly, the table presented at the conclusion of this
section of this report shows this item as an estimated cost of $2
million, and S. 12, as amended, provides that an appropriate amount
will be deposited into the new fund as soon as authorized monies are
made available for that purpose.**®

A similar evaluation has also been made regarding the cost of pros-
pective cost-of-living increases for all existing widows. Ewisting an-
nuitants will, under S. 12, as amended, be just as eligible for those
future cost-of-living increases as will annuitants whose benefits com-
mence after this legislation becomes effective. To assess the cost of
prospective cost-of-living increases for those existing widows against
the program, however, would be as inappropriate as assessing the
cost of their retroactive cost-of-living increases against the program.

407 See note 171, supra.

48 See note 405, supra.

4% See notes 331-333, supra, and accompanying text.

410 See Section 5 of 8. 12, as amended, Fn the Amendments section of this report, supra.
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The Committee has therefore recommended that that cost also be
met by the government. Although the actuaries did not provide an
estimated cost figure for that item in the letter of October 6, 1975,
when subsequently asked to provide that figure by telephone, Mr.
Warfield informed the Committee that, ‘“at the very most, the cost
would certainly be no more than half of the estimated cost of the
retroactive increases for those annuities,” and stated that using a
figure of $1 million, although probably an overestimation, would cer-
tainly not be inaccurate as an underestimation. Given the present
ages of many of the existing annuitants, that figure is probably a
rather comfortable overestimation.*' Nevertheless, in the belief that
an overestimation cannot harm the fiscal stability of the fund, while
an underestimation certainly would, the Committee has listed that
figure in the following table as an estimated cost to the government
0? S. 12, as amended. %t should be noted that, under S. 12, as amended,
before that cost to the government is actually met by depositing an
a{l)propriate amount into the new fund, a more accurate estimation of
that cost will be made and will be used by the Administrative Office
in requesting the necessary appropriations.*?

RECOMMENDATIONS FOR FINALLY ESTABLISHING AN ACTUARIALLY
SOUND PROGRAM

Among those recommendations which are designed to establish an
actuarially sound program, only the elimination of the existing fund
deficiency and the increasing of ‘“‘contribution” and ‘‘deposit’ rates
will result in additional costs to the government.

As previously explained, the existing program’s current fund
deficiency is largely the result of the Eighty-fourth Congress’ decision
to ‘“blanket-into” the program 121 widows in existence on the pro-
gram’s inaugural date without providing the funds to finance their
annuities.®”® That deficit was estimated to be $7.3 million in December
of 1973 and $8.2 million in September of 1975.4'* Because that amount
increases with every passing month, this Committee has assumed
that it will be approximately $8.5 million by the time this legislation
becomes effective and has used that figure in the table of estimated
costs which follows. As in the case of retroactive cost-of-living in-
- creases in existence on the legislation’s effective date,® however, the
language of S. 12, as amended, requires that, before an appropriate
amount is deposited into the new fund, an accurate estimation of
that cost as of the Act’s effective date will be made by the Administra-
tive Office of the U.S. Courts and used in requesting necessary
appropriations,*®

he increased cost resulting from increasing ‘‘contribution” and
“deposit’” rates is also thoroughly explained at an earlier point in
this report.”’” Because the government will be required to match
only the increased contributions made by program members,*? the

4t One study by this committee has indicated that, if fully funded shortly after the Act becomes effective,
the cost for this item could be as low as $700,000. See ‘‘Cost-of-living Increases, Stafl Study 4, Chart 3,”” on
file with the S8ubcomm. on Improvements in Judicial Machinery of the Senate Comm. on the Judiciary.

412 Bee Section 5 of 8. 12, as amended, in the Amendments section of this report, supra.

413 8eo note 387, supra.

414 8ee notes 352-353, supra, and accompanying text.

415 8ee note 358, supra.

418 See Section 4 of S.12, as amended, in the Amendments section of this report, supra.

417 See notes 403408, supra, and accompanying text.

418 See note 404, supra.

69

amounts it is now required to provide for that purpose will increase
in future years by 50 percent in each year. As explained above, the
anticipated amount of those increases for calendar years 1977-1981
is $2,300,000,4® and that is the figure we have listed in the following

table.
TasLE C.—Estimated costs of S. 12, as amended

Recommendations for improving eligibility standards:
. Extended annuities for dependent children who are full-time
students_ - ... e 0
. Permitting widowers as well as widows to receive annuities__ 0
. Reducing the period of marriage required for eligibility from
two years to one year__ .o 0
. Permitting widows and widowers to receive an annuity
regardless of age or the existence of dependent children__ .. 0
. Reducing the required contribution period from five years to
eighteen mont%s _____________________________________ 0
. Reforming the procedures governing deposits for prior 0
0

S v o WO =

Recommendations for improving annuity amounts:
1. Increasing annuity amounts for dependent children__.______
2. Substituting an ‘“average annual salary” factor based upon
the three high years of earnings, rather than upon the last

five years of earnings.- _ - - o oo )
3. Increasing the number of years of service which may be

deemed creditable.__________________________________. 0
4. Providing retroactive cost-of-living increases for existing

WIdOWS - - o i $2, 000, 000
5. Providing prospective cost-of-living increases for existing

WIAOWS o o oo e oo e 1, 000, 000
6. Providing prospective cost-of-living increases for future

SUrVIVING SPOUSES . - - - oo o oo o oot )]

Recommendations for establishing an actuarially sound program:

1. Eliminating the existing fund’s deficiency ... . __.__ 8, 500, 000
2. Statutorily authorizing the payment of “matching amounts’ _ 0

3. Incorporating the existing program into a completely re-

structured new program. - _ . e 0

4. Increasing ‘“‘contribution’” and ‘‘deposit’’ rates from 3 percent
to 4.5 percent. . _ _ oo z 2, 300, 000
Total - - e o= 13, 800, 000

1 The cost for this item is included in the cost for increasing “‘contribution’’ and “‘deposit’ rates from 3
percent to 4.5 percent.
7 This figure reflects the cost for this item for five calendar years (1977-81).

419 See notes 403408, supra, and accompanying text.



COMMUNICATIONS

ApmiNisTRATIVE OrFFicE oF THE U.S. CouRrts,
SupreEmME CourT BuiLping,
_ Washington, D.C., October 8, 1975.
Hon. QuenTiN N. Burbpick, o )
Chairman, Subcommittee on Improvements in Judicial Machinery,
Committee on the Judiciary U.S. Senate, Washington, D.C.

Dear MR. CratRMAN: In supplement to-the testimony on Septem-
ber 10, 1975, regarding S. 12, as amended, this is to advise you that
the Judicial Conference of the United States, meeting on September 25,
1975 ratified the action of its Executive Committee in approving
S. 12, as amended.

Sincerely,
Wirriam E. FoLEy,
Deputy Director.

ApMiNtsTRATIVE OFFIcE oF THE U.S. CourTs,
SupreEmME Court BuUiLpINg,
' Washington, D.C., October 10, 1975.
Mr. Bir WELLER,
Senate Subcommittee on Judicial Improvement,
Senate Office Building, Washington, D.C.

DEear Mr. WELLER: Pursuant to our conversation of October 10,
1975, we are enclosing the Actuary Study for cost _estimates for the
proposal to increase the annuities paid under the Judicial Survivors
Annuity System.

Sincerely yours.
JoserH A. LeAcH,
Chief, Payroll Section.
Enclosures.

DeprarTMENT OF HEALTH, EpUCATION, AND WELFARE,
SOCIAL SECURITY ADMINISTRATION,
Baltimore, Md., October 6, 1975.

Mrs. M. Patricia CARROLL,
Supreme Court Building, Washington, D.C.

Dear Mgs. CarrorL: Enclosed are the cost estimates for the
proposed legislation you requested. o o

The following proposals have a negligible cost: the reduction in
the required period of time that the judge and his spouse be married
from two years to one year, any changes in annuity eligibility or
annuity amounts to child survivors, the elimination of a minimum
age before a spouse can begin receiving an annuity, the annuity to
a widower, and the reduction from five years to 18 months in the
period that the judge must make contributions for service before
his survivors receive protection.

(70)
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With regards to the proposal to increase the annuities of widows
blanketed-in with the beginning of the Judicial Survivors Annuity
System by one-fifth of 1 percent for each month on the rolls, the
cost under level salary assumptions is 0.1 percent of payroll or
$310,000. If judges salaries should increase, then the cost as a per-
cent of payroll will decrease; but the cost of the alternative of making
an immediate contribution to the trust fund would remain $310,000.

The proposal to increase widows annuities by 3 percent for every
5 percent increase in judges’ salaries was valuated under three sets
of assumptions: salary increases of 5 percent (and corresponding
annuity increases of 3 percent) every year beginning with 1976,
salary increases of 5 percent (annuity increases of 3 percent) every
other year beginning with 1977, and salary increases of 10 percent
(annuity increases of 6 percent) every other year beginning with
1977. Furthermore, the cost of this proposal under each set of assump-
tions will be given only as a percentage of payroll since the cost of
the various assumptions in terms of deposits to the trust fund can
only be meaningfully compared if the assumptions are valuated under
the same salary increase assumptions.

After valuating the proposal under the three sets of assumptions,
the results indicate that the higher the increase in judges’ salaries
and the more frequent the increase, the higher the cost of the pro-
posal. The cost with a 5 percent increase every year beginning with
1976 is 0.9 percent of payroll; for a 5 percent salary increase every
other year beginning with 1977, the cost is 0.5 percent of payroll;
finally, the cost with a 10 percent salary increase every other year
is 0.8 percent of payroll. '

The remaining proposals were valuated under the same 3 sets of
assumptions as well as level salary assumptions. For the proposal
to compute annuities using the highest 3 years of salary instead of
the highest 5, the higher and more frequent the salary increase, the
higher the cost of this proposal. There is no cost under level salary
assumptions; the cost with a 5 percent salary increase every year
beginning with 1976 is 0.4 percent of payroll, with a 5 percent salary
increase every other year beginning with 1977 is 0.2 percent of payroll,
and with a 10 percent salary increase every other year is 0.4 percent
of payroll. However, salary increases have the reverse effect on cost
for the proposal to increase the annuities of all widows currently on
the rolls by one-fifth of 1 percent for each month on the rolls. The
higher and the more frequent the salary increase, the lower the cost
of this proposal. Under level salary assumptions the proposal costs
0.4 percent of payroll; for a 5 percent salary increase every year begin-
ning in 1976, the cost is negligible; for a 5 percent salary increase
every other year beginning in 1977, the cost is 0.2 percent of payroll;
and for a 10 percent salary increase every other year beginning in
1977, the cost is negligible. In terms of an immediate deposit to the
trust fund, this latter proposal costs approximately $2,000,000 under
all 4 salary increase assumptions.

Please forgive the delay in forwarding thses results.

Yours truly,
CARTER S. WARFIELD, Actuary.
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ConcrEss oF THE UNITED STATES,
CoNGREsSIONAL BunGeTr OFFICE,
Washington, D.C., March 24, 1976.
Hon. JamEs O. EASTLAND,
Chairman, Commiitee on the Judiciary,
Washington, D.C.

Dear Mr. Cuiarman: Pursuant to Section 403 of the Congres-
sional Budget Act of 1974, the Congressional Budget Office has pre-
pared the attached cost estimate for S. 12, Judicial Survivors’ Annuities
Reform Act.

Should the Committee so desire, we would be pleased to provide
further details on the attached cost estimate.

Sincerely, ,
Avice M. Riviin, Director.

ConarEssioNAL Bupeer Orrice CosT ESTIMATE

. MaRcH 24, 1976.

1. Bill Number: S. 12.

2. Bill Title: Judieial Survivors’ Annuities Reform Act.

3. Purpose of Bili: The purpose of the bill is to reform the existing
Judicial Survivors’ Annuities Program (28 U.S.C. Section 376). The
bill contains provisions which liberalize eligiblity requirements and
" benefits for annuitants. Major reforms contained in the bill include:
(a) prospective and retroactive cost of living increases for annuitants;
(b) changes in the computation of the base annuity based on the
highest three years of earnings rather than the average earnings of the
last five years; (¢) elimination of the program’s future deficiency by
financially stabilizing the annuity program. :

4. Cost Estimate: The major cost provision in the bill is the pros-
pective cost of living increases. which specifies a 3 percent increase in
annuitant benefits for every five percent increase in judicial salaries.
This section, coupled with the changes in the calculation of the base
annuity, are predominantly responsible for the large projected fund
deficiency. One of the intentions of S. 12 was to ensure the future
financial stability of the program through an immediate deposit of
funds sufficient to meet projected annuity expenditures. As a result,
the cost analysis goes beyond the five year projections to determine
‘the aggregate yearly fund deficiency to year 2050. The cost of all
major program reforms are incorporated into the deficiency estimate.
The total fund deficiency, the amount required to stabilize the pro-
gram, was included in the first year of enactment of the bill. The table
below summarizes the results.

Fund deficiency: (Millions of dollars)
Fiseal year 1977 . e 39.5
Fiscal year 1978
Fiscal year 1979 __ e —
Fiscal year 1980
Piscal year 1981 _ i

Retroactive cost:

Fiscal year 1977 ... ____________ 2.0
Fiscal year 1978._
Fiscal year 1979.

Fiscal year 1980 _ e
Fiscal year 1981 _ e
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5. Basis for Estimate: The costs of S. 12 were specified in terms
of the total deficiency, i.e., the funds which currently must be au-
thorized to meet future liabilities. The deficit calculations are based
on the costs gssociated with three major reforms: (1) prospective
cost of living increases, (2) retroactive cost of living increases, and
(3) computation of the annuity based on the highest three years of
earnings rather than the average of the last five years of earnings. It
was assumed throughout the analysis that judges’ salaries would in-
crease at a rate of 5 percent yearly. This rate is comparable to the
rate of increase of General Schedule federal employees and is appli-
cable to judges as defined by the Executive Salary Cost of Livin,
Adjustment Act. Based on these assumptions, the program’s tota
deficit was estimated at $41.5 million.

The cost analysis was primarily divided into two parts, i.e., revenue
projections and expenditure projections. This analysis produces an
estimate of the costs of the provisions contained in S. 12, but should
not be considered a substitute for an actuarial study. Because the
reforms contained in S. 12 have future budgetary implications, a
projection period of seventy-five years was assumed. However, the
costs are quite sensitive to the length of the time period.

The revenues of the Judicial program are composed of judicial
and government matching contributions and judicial deposits for prior
creditable service. The revenue from contributions is based on a
closed group of 667 judges receiving a 5 percent salary increase yearly
on a $42,000 salary base. The judges and Federal Government con-
tributions were assumed to be a constant 3 percent of this payroll
over the prejection period. Deposit amounts are based on current
U.S. Attgrney salaries with a 5 percent yearly salary increase. It was
assumed/ that judges with creditable service entering the annuity
prograrq must deposit into the fund 3 percent of their last eighteen
months” salary. It was also assumed that the balance in the fund would
be invested at 7.6 percent.

The expenditure projections consist of annuity expenditures and
refunds. In calculation of the annuity expenditures, the following
assumptions were made: (a) the base year annuities were calculated
on the highest three salary years, (b) a three percent yearly increase
in annuities per year, (¢) an average of twenty-one years of creditable
service, (d) a termination rate of 6 percent based on a projection of
widows currently receiving benefits, and (e) refund expenditures
based on the refunds in Table VIIA of the Hearings.!

The yearly program deficit was obtained by subtracting expenditures
from revenues for each fiscal year. Employing these assumptions, the
fund had a $4.3 million deficit in year 1999. Applying a discount factor
of 7.6 percent for each year with a projected deficit, the total fund
deficiency was estimated at $39.5 million. This did not include an
additional $2.0 million for the retroactive cost of living increases
for those widows now receiving annuities. The total funding deficiency
is therefore $41.5 million.

As an alternative to this financing method, the Subcommittee on
Improvements in Judicial Machinery suggested performing this
analysis based on an increase in contribut%“s of 1.5 percett ie., 8
total of 4.5 percent. Based on a salary of $4%,000, this would amount

b 1 llloealx;%g before the Subcommittee on Improvemeﬁts in Judiciary Machinery, July 17 and Septem-
er 10, . .
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to an increase of approximately $600 per member for fiscal year 1976.
The Federal Government would also increase its contribution per
enrollee by an equal amount. Under this assumption, there would
be a $13.0 million fund deficiency. )

6. Estimate Comparison: An estimate was prepared by the Social
Security Administration’s actuarial staff. The fund deficiency was
calculated at $269 million. The difference between the estimates is
basically due to the time frame considered in each analysis. The
Social Security Administration used an infinite time span for their
calculations.

7. Previous CBO Estimate: None.

8. Estimate Prepared By: James V. Manaro (225-5275).

9. Estimate Approved By:

James L. BLuw,
Assistant Director for Budget Analysis.

CONGRESS OF THE UNITED STATES,
CoNGREsSsIONAL BupGET OFFICE,
Washington, D.C., April 9, 1976.
Hon. James O. EAsTLAND,
Chairman, Committee on the Judiciary, U.S. Senate,
Dirksen Senate Office Building, Washington, D.C.

DEar MR. CHAIRMAN: Pursuant to Section 403 of the Congressional
Budget Act of 1974, the Congressional Budget Office has prepared the

attached revised cost estimate for S. 12, Judicial Survivor’s Annuities

Reform Act. )
Should the Committee so desire, we would be pleased to provide
further details on the attached cost estimate.
Sincerely,
Avice M. Rivuin,
Director.

CONGRESSIONAL BUDGET OFFICE COST ESTIMATE

April 9, 1976.
1. Bill Number: S. 12.
2. Bill Title: Judicial Survivors’ Annuities Reform Act.
3. Purpose of Bill: o .

The purpose of the bill is to reform the existing judicial Survivors’
Annuities Program (28 USC Section 376). The bill contains provisions
which liberalize eligibility requirements and benefits for annuitants.
Major reforms contained in the bill include: (a) prospective and
retroactive cost of living increases for annuitants; (b) changes in the
computation of the base annuity based on the highest three years of
earnings rather than the average earnings of the last five years; (c)
elimination of the program’s future deficiency by financially stabilizing
the annuity program; and (d) increasing the judges’ and government
contributions from 3.0 percent to 4.5 percent of judicial salaries.

4. Cost Estimate: ) )

The cost estimate includes all major provisions as specified in the
bill. One of the major intents of S. 12 was to ensure the future financial
stability of the program through an immediate deposit of funds suffi-
cient to meet projected annuity expenditures.-As a result, the cost
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analysis goes beyond the five-year projections to determine the aggre-
gate yearly fund deficiency to year 2050.

The cost of all major reforms, except the retroactive provisions of the
bill, were incorporated into the deficiency estimate. The total fund
deficiency, the amount required to stabilize the program, was included
in the first year of enactment of the bill. In addition to the cost of fund-
ing the deficiency, the cost of the retroactive cost of living increases and
the additional contribution costs of the federal government, were also
included in the estimate. The table below summarizes the results.

COSTS

[tn millions of dollars)

Fiscal year—
1977 1978 1979 1980 1981
Government contributions costs.________ 0.4 0.5 0.5 0.5 0.5
Retroactive costs._______________._____ 20 e meam
Fund deficiency_. .. ... _________ 10,0 el
Total ... 13.4 5 5 5 5

5. Basis for Estimate:

The costs of S. 12 were specified in terms of the total fund de-
ficiency, i.e., the funds which currently must be authorized to meet
future liabilities. The deficit calculations are based on the costs
associated with three major reforms: (1) prospective cost of living
increases, (2) retroactive cost of living increases, and (3) computation
of the annuity based on the highest three years of earnings rather than
the average of the last five years of earnings. It was assumed through-
out the analysis that judge’s salary would increase at a rate of 5
percent yearly. This rate is comparable to the rate of increase of
General Schedule federal employees and is applicable to judges as
defined by the Executive Salary Cost of Living Adjustment Act.

The cost analysis was primarily divided into two parts, i.e., revenue
projections and expenditure projections. This analysis produces an
estimate of the costs of the provisions contuined in 8. 12, but should
not be considered a substitute for an actuarial study. Because the
reforms contained in S. 12 have future budgetary implications, a
projection period of seventy-five years was assumed. However, the
costs are quite sensitive to the length of the time period.

The revenues of the Judicial program are composed of judicial and
government matching contributions and judicial deposits for prior
creditable service. The revenue from contributions is based on a closed
group of 667 judges receiving a 5 percent salary increase yearly on a
$42,000 salary base. The judges and federal government contributions
were assumed to be a constant 4.5 percent of this payroll over the
projection period. Deposit amounts are based on current U.S. At-
torney salaries with a 5 percent yearly salary increase. It was assumed
that judges with creditable service entéring the annuity program must
deposit into the fund 4.5 percent of their last eighteen months’ salary.
It was also assumed that the balance in the fund would be invested
at 7.6 percent. :

The expendivure projections consist of annuity expenditures and
refunds. In calculation of the annuity expenditures, the following
assumptions were made: (a) the base year annuities were calculated on
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the highest three salary years, (b) a three percent yearly increase in
annuities per year, (¢) an average of twenty-one years of creditable
service, (d) a termination rate of 6 percent based on a projection of
widows currently receiving benefits, and (e) refund expenditures based
on the refunds in Table VIIA of the Hearings.*

Employing these assumptions, the fund deficiency was estimated at
$11.0 million. Retroactive costs and increased governmental contribu-
tions costs were estimated at $2.0 million and $5.5 million, respectively.
6. Estimate Comparison:

An estimate was prepared by the Social Security Administration’s
actuarial staff. The fund deficiency was calculated at $269 million. The
difference between the estimates is basically due to the time frame
considered in each analysis. The Social Security Administration used
an infinite time span for their calculations and a 3 percent rather than
a 4.5 percent contribution rate.

7. Previous CBO Estimate:
A previous estimate was completed on March 24, 1976 by CBO
based on a 3 percent contribution rate.
8. Estimate Prepared By: James V. Manaro (225-5275)
9. Estimate Approved By:
James L. Bruw,
Assistant Director for Budget Analysis.

s Hearing before the Subcommittee on Improvements in Judiciary Machinery, July 17
and September 10, 1975.

SECTIONAL ANALYSIS

hSeXtion 1 of the amended bill merely provides a citation title for
the Act.

Section 2 of the amended bill completely amends and restructures
28 U.S.C. § 376 in its entirety as follows:

Subsection (a) defines the terms ‘‘judicial official”, “retirement
salary”, “widow”, “widower”, and ‘child” for purposes of inter-
preting and applying the Act.

Subsection (b) authorizes the procedures under which required
contributions from salary shall be deposited into the Judicial Sur-
vivors’ Annuities Fund by participating judicial officials.

Subsection (c) authorizes the deposit into the Judicial Survivors’
Annuities Fund, from the fund used to compensate a participating
judicial official, amounts matching those contributed from salary
by that judicial official.

Subsection (d) authorizes the procedures under which deposits
shall be made into the Judicial Survivors’ Annuities Fund to qualify
designated prior governmental service as creditable service under
subsection (k) so that it may be used in computing annuity amounts
under subsection (1).

Subsection (e) provides that all amounts contributed under sub-
section (b) and (d) shall be credited to individual accounts in the
names of each participating judicial official.

Subsection (f) authorizes the Secretary of the Treasury to invest
portions of the Judicial Survivors’ Annuities Fund in interest bearing
securities and provides that all income thereby derived shall become
a part of the Judicial Survivors’ Annuities Fund. »

Subsection (g) authorizes and governs refunds from the individual
accounts created by subsection (e) to any judicial official who resigns
from office without receiving any retirement salary.

Subsection (h) stipulates the conditions under which an annuity
shall be paid from the Judicial Survivors’ Annuities Fund, the amounts
of annuities for surviving dependent children, and the conditions
under which the payment of annuities shall terminate.

Subsection (i) authorizes the Director of the Administrative
Office of the U.S. Courts to determine all questions of dependency
or disability arising under this Act, subject only to the review of the
Judicial Conference of the United States. Subsection (i) also author-
izes the Director to order or direct such medical or other examinations
as he may deem to be necessary in the exercise of his authority to
determine questions of dependency or disability.

Subsection (j) stipulates the conditions under which annuity
payments from the Judicial Survivors’ Annuities Fund may be made
to guardians or fiduciaries of annuitants.

Subsection (k) defines those years of service rendered by a judicial
official which may be deemed creditable years of service to be used 1n
computing an annuity under subsection (1).

(77)
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Subsection (1) provides the computation formulas to be used in
determining the amounts of annuities to be paid from the Judicial Sur-
vivors’ Annuities Fund.

Subsection (m) authorizes periodic cost-of-living increases in
annuities paid from the Judicial Survivors’ Annuities Fund and stip-
ulates that the amount of each annuity shall be increased by 3 percent
for every 5 percent increase in the salary of the office in which the judi-
cial official, upon whose service the annuity is based, rendered some
portion of his or her final eighteen months of creditable service.

Subsection (n) provides for payment of annuities from the Judicial
Survivors’ Annuities Fund in monthly installments and prohibits the
assignment, attachment, garnishment or other legal taking of such
annuities.

Subsection (o) provides for a statutory plan of descent and distribu-
tion of all monies in a judicial official’s individual account, created
under subsection (e), in the event such judicial official dies without
having enough creditable service to qualify his survivors for an annuity
or without being survived by any annuitants.

Subsection (p) provides that, in any case in which all annuities
being paid by the Judicial Survivors’ Annuities Fund terminate, before
the amount credited to the individual account of the judicial official,
upon whose service they are based, has been exhausted, any remaining
amount in that individual account shall be paid under the same statu-
tory plan of descent and distribution authorized by subsection (o).

Subsection (q) provides that any acerued annuity benefits which
remain unpaid upon the termination of an annuity, other than by the
death of an annuitant, shall be paid to the annuitant and that those
remaining unpaid upon the death of an annuitant shall be paid in
accordance with the statutory plan of descent and distribution stipu-
lated in that subsection.

Subsection (r) stipulates that a widow or widower receiving an an-
nuity from the Judicial Survivors’ Annuities Fund may receive other
annuities as long as they are not also based upon service credited in
comguting the annuity paid from the Judicial Survivors’ Annuities

und. ,

Section 3 of the amended bill provides that upon the effective date
of the Act, all monies credited to the judicial survivors’ annuitiesfund
established by section 2 of the Act of August 3, 1956, as amended,
shall be transferred to a new fund which shall be known as “The Judi-
cial Survivors’ Annuities Fund’’ and authorizes the creation of that
new fund on the books of the Treasury.

Section 4 of the amended bill provides that, on the effective date of
the Act, the Secretary of the Treasury shall ascertain, from the Direc-
tor of the Administrative Office of the U.S. Courts, the amount of the
level cost deficiency existing in judicial survivors’ annuity fund, es-
tablished by section 2 of the Act of August 3, 1956, as amended, on the
date of that fund’s transfer under Section 3 of the Act, and shall, at the
earliest time thereafter when appropriated funds become available,
deposit in a single payment that same amount into ‘“The Judicial
Survivors’ Annuities Fund’’ created by Section 3 of the Act. Section 4
also authorizes the appropriation of such funds as are necessary for the
Secretary of the Treasury to make that deposit.

Section 5 of the amended bill provides that upon the effective date
of the Act, each annuity then being paid from the judicial survivors’
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annuity fund established by section 2 of the Act of August 3, 1956 (70
Stat. 1021), as amended shall be increased by an amount equal to
one-fifth of 1 percent of the amount of that annuity for every month
which has passed since that annuity commenced. Section 5 also au-
thorizes the appropriation of such funds as are needed to effect those
increases and provides that they shall, when available, be deposited
in the new fund created by Section 3 of the Act. Under this arrange-
ment existing annuitants will be able to receive their increases im-
mediately and the fund will be compensated for those expenditures
when the authorized appropriation is subsequently made.

Section 6 of the amended bill provides that although all improve-
ments and reforms effected by the Act shall be conferred upon those
now receiving annuities or eligible to receive an annuity (i.e., a widow
without dependent children who has not yet reached age 50), no
rights or privileges secured under section 2 of the Act of August 3,
1956 (70 Stat. 1021), as amended, shall be abrogated by those now
receiving annuities or eligible to receive an annuity. Section 6 also
stipulates that the rights of any judicial official who elects to join the
Judicial Survivors’” Annuities program after the effective date of the
Act shall be determined only under the provisions of the Act.

Section 7 of the amended bill provides the effective date for the Act.

Cuances IN Existing Law

In compliance with subsection 4 of rule XXIX of the Standing
Rules of the Senate, changes in existing law made by the bill, as re-
ported, are shown as follows (existing law is shown in roman, matter
repealed enclosed in black brackets, and new matter is printed in

italic):
TITLE 28, UNITED STATES CODE

CHAPTER 17—RESIGNATION AND RETIREMENT OF JUDGES

* * * * * * L

[§8 376. Annuities to widows and surviving dependent children
of justices and judges of the United States

[(a) Any justice or judge of the United States may by written
election filed with the Director of the Administrative Office of the
United States Courts within six months after the date on which he
takes office (or within six months after the enactment of this section)
bring himself within the purview of this section.

[(b) There shall be deducted and withheld from the salary of each
justice or judge electing to bring himself within the purview of this
section a sume equal to 3 per centum of such justice’s or judge’s
salary, including salary paid after retirement from regular active
service under section 371(b) or 372(a) of this title or after retirement
from office by resignation on salary under section 371(a) of this title.
The amounts so deducted and withheld from the salary of each such
justice or judge shall, in accordance with such procedure as may be
prescribed by the Comptroller General of the United States, be
deposited in the Treasury of the United States to the credit of a
fund to be known as the “judicial survivors annuity fund” and said
fund is appropriated for the payment of annuities, refunds and al-
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lowances as provided by this section. Every justice or judge who
elects to bring himself within the purview of this section shall be
deemed thereby to consent and agree to the deductions from his
salary as provided in this subsection, and payment less such deduc-
tions shal{) be a full and complete discharge and acquittance of all
claims and demands whatsoever for all judicial services rendered by
such justice or judge during the period covered by such payment,
except the right to the benefits to which he or his survivors shall be
entitled under the provisions of this section.

[ (c) Each justice or judge who has elected to bring himself within the
purview of this section shall deposit, with interest at 4 per centum per
annum to December 31, 1947, and 3 per centum per annum thereafter,
compounded on December 31 of each year, to the credit of the judicial
survivors annuity fund created by this section a sum equal to 3 per
centum of his salary received for service as a justice or judge of the
United States (including salary received after retirement from regular
active service under section 371(b) or 372(a) of this title and salary
received after retirement from office by resignation on salary under sec-
tion 371(a) of this title), and of his basic salary, pay, or compensation
for service as a Senator, Representative, Delegate or Resident Com-
missioner in Congress and for any other civilian service within the pur-
view of section 707 of title 5. Such interest shall not be required for any
period during which the justice or judge was separated from all such
service and was not receiving salary under section 371(a) or 373 of this
title. Each justice or judge may elect to make such deposits in install-
ments during the continuance of his judicial service in such amounts
and under such conditions as may be determined in each instance by the
Director of the Administrative Office of the United States Courts. {Iot-
withstanding the failure of a justice or judge to make such deposit,
credit shall be allowed for the service rendered, but the annuity of the
widow of such justice or judge shall be reduced by an amount equal to
10 per centum of the amount of such deposit, computed as of the date
of the death of such justice or judge, unless such widow shall elect to
eliminate such service entirely from credit under subsection (o) of this
section: Provided, That no deposit shall be required from a justice or
judge for any service rendered prior to August 1, 1920, or for any
honorable service in the Army, Navy, Air Force, Marine Corps, or
Coast Guard of the United States.

[(d) The Secretary of the Treasury shall invest from time to time,
in interest-bearing securities of the United States or Federal farm
loan bonds, such portions of the judicial survivors annuity fund
as in his judgment may not be immediately required for the payment
of annuities, refunds and allowances as provided in this section.
The income derived from such investments shall constitute a part of
said fund for the purpose of paying annuities and of carrying out
the provisions of subsections (f), (), (i), and () of this section.

[(e) The amount depositied by or deducted and withheld from the
salary of each justice or judge electing to bring himself within the
purview of this section for credit to the judicial survivors annuity
fund created by this section covering service from and after August 1,
1920, shall be credited to an individual account of such justice or judge.

[ @) If any justice or judge who has elected to bring himself within the
purview of this section resigns form office otherwise than on salary
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under section 371(a) of this title, the amount credited to his indivi
account, together with interest at 4 per centum per aIl:;fulrleldlt‘:)ldDug}
;irlrllrll)gzd?,l, ]1)947, gnd?j t'pety cerﬁtum per annum, thereafter, com-
on December 31st of each year, t i inqui
ment of office, shall be returned toyhin{. © the date of his relinquish-
L(g) In case any justice or judge who has elected to bring himself
within the purview of this section shall die while in office (whether in
regular active service or retired from such service under section 371(b)
or 372(a) of this title), or after retirement from office by resignation
on salary under section 371(a) of this title, after having rendered at
least five years of civilian service computed as prescribed in subsection
(o) of this section, for the last five years of which the salary deductions
provided for by subsection (b) of this section or the deposits required
by subsection (c) of this section have actually been made—
L(1) if such justice or judge is survived by a widow but not by
a dependent child, there shall be paid to such widow an annuity
beginning with the day of the death of the justice or judge or
i"(r)}lll%v}clrmg Qhet }rvuliozv’s attainment of the age of fifty years
ichever is the later, in an amount co i in
sutis(zgti%n (n)hof this section; or mputed as provided in
if such justice or judge is survived by a widow
dependent child or children, there shall be paid);o such widgfvlvdag
immediate annuity in an amount computed as provided in sub-
section (n) of this section, and there shall also be paid to or on
behalf of each such child an immediate annuity equal to one-half
the amount of the annuity of such widow, but not to exceed $900
per year divided by the number of such children or $360 per year
whichever is lesser; or ,
L@3) if such justice or judge leaves no surviving widow or
widower but leaves a surviving dependent child or children, there
shall be paid to or on behalf of each such child an immediate
annuity equal to the amount of the annuity to which such widow
would have been entitled under paragraph (2) of this subsection
had she survived, but not to exceed $480 per year.

[The annuity payable to a widow under this subsection shall be
terminable upon her death or remarriage. The annuity payable to a
child under this subsection shall be terminable upon (A) his attaining
the age of eighteen years, (B) his marriage, or (C) his death, whichever
first occurs, except that if such child is incapable of self-support by
reason of mental or physical disability his annuity shall be terminable
only upon death, marriage, or recovery from such disability. In case
of the death of a widow of a justice or judge leaving a dependent child
or children of the justice or judge surviving her the annuity of such
child or children shall be recomputed and paid as provided in para-
graph (3) of this subsection. In any case in which the annuity of a
dependent child, under this subsection, is terminated, the annuities of
any remaining dependent child or children, based upon the service of
the same justice or judge, shall be recomputed and paid as though
the child whose annuity was so terminated had not survived such
justice or judge.

[(h) fﬁ)l}ls‘id in this section—

 The term ‘‘widow” means a surviving wife of an individual
who either (A) shall have been married tgo such individual f?)r,
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at least two years immediately preceding his death or (B) is the
mother of issue by such marriage, and who has not remarried.
L[(2) The term ‘“‘dependent child” means an unmarried child,
including a dependent stepchild or an adopted child, who is under
the age of eighteen years or who because of physical or mental
disability is incapable of self-support.

[Questions of dependency and disability arising under this section
shall be determined by the Director of the Administrative Office of
the United States Courts subject to review only by the Judicial
Conference of the United States the decision of which shall be final
and conclusive. The Director may order or direct at any time such
medical or other examinations as he shall deem necessary to deter-
mine the facts relative to the nature and degree of disability of any
dependent child who is an annuitant or applicant for annuity under
this section, and may suspend or deny any such annuity for failire
to submit to any examination.

[@) In any case in which (1) & justice or judge who has elected to
bring himself within the purview of this section shall die while in
office (whether in regular active service or retired from such service
under section 371(b) or 372(a) of this title), or after retirement from
office by resignation on salary under section 371(a) of this title, before
having rendered five years of civilian service computed as prescribed in
subsection (o) of this section, or after having rendered five years of
such civilian service but without a survivor or survivors entitled to
annuity benefits provided by subsection (g) of this section, or (2) the
right of all persons entitled to annuity under subsection (g) of this
section based on the service of such justice or judge shall terminate
before a valid claim therefore shall have been established, the total
amount credited to the individual account of such justice or judge,
with interest at 4 per centum per annum to December 31, 1947, and
3 per centum per annum, thereafter, compounded on December 31st
of each year, to the date of the death of such justice or judge, shall be
paid upon the establishment of a valid claim therefor, to the person
or persons surviving at the date title to the payment arises, in the
following order of precedence, and such payment shall be a bar to
recovery by any other person:

[First, to the beneficiary or beneficiaries whom the justice or
judge may have designated by a writing received by the Ad-
mimstrative Office of the United States Courts prior to his death;

[Second, if there be no such beneficiary, to the widow of such
justice or judge;

[Third, if none of the above, to the child or children of such
justice or judge and the descendents of any deceased children by
representation;

Fourth, if none of the above, to the parents of such justice or
judge or the survivor of them;

[Fifth, if none of the above, to the duly appointed executor or
administrator of the estate of such justice or judge;

[Sixth, if none of the above, to such other next of kin of such
justice or judge as may be determined by the Director of the Ad-
Iministrative Office of the United States Courts to be entitled
under the laws of the domicile of such justice or judge at the time
of his death.

[Determination as to the widow or child of a justice or judge for
the purposes of this subsection shall be made by the Director of the Ad-
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ministrative Office of the United States Courts with
definition of these terms stated in subsection (h) of tohlig gg%?ilc‘gl ¥ the
[(G) In any case in which the annuities of all persons entitled to an-
nuity based upon the service of a justice or judge shall terminate before
the aggregate amount of annuity paid equals the total amount credited
to the individual account of such justice or judge, with interest at 4 per
centum per annum to December 31, 1947, and 3 per centum per annum
thereafter, compounded on December 31st of each year, to the date of
the death of such justice or judge, the difference shall be paid, upon
establishment of a valid claim therefor, in the order of preceden’ce re-
scrll:l()l(i()i Xl subsection (i) of this section. P
ny accrued annuity remaining unpaid upon th inati
(other than by death) of the annuitygof aﬁy pergon baie?rl?;g:t}o(})l:
service of a Justice or judge shall be paid to such person. Any accrued
annuity remaining unpaid upon the death of any person receiving an-
?ﬁuty Easfdhupon the service of a justice or judge shall be paid, upon
prgczsd :nc:esz ment of a valid claim therefor, in the following order of
[First, to the duly appoin ini
estls:a,ée e 1317; ppointed executor or administrator of the
econd, if there is no such executor or administrator pa
may be made, after the expiration of thirty days from }th?tlg
of the death of such person, to such individual or individuals
as may appear in the judgment of the Director of the Admin-
ﬁltratzve Office of the United States Courts to be legally entitled
s gi“sié){l:?d such payment shall be a bar to recovery by any other
[()) Where any payment under this section is to be made to a minor
or to a person mentally incompetent or under other legal disability;
adjudged by a court of competent jurisdiction, such payment may be
made to the person who is constituted guardian or other fiduciary by
the law of the State of residence of such claimant or is otherwise
legally vested with the care of the claimant or his estate. Where no
guardian or other fiduciary of the person under legal disability has
been appointed under the laws of the State of residence of the claim-
%Iz)tl;r:ges }]l)lﬁ‘efitir of the ﬁdministrative Office of the United States
¢ all determine the person who i i
Wlﬁ:lz tl)leAcare.o.f the claimantpor his estatefs otherwise legally vested
m) Annuities granted under the terms of this section shall acer
glonthly_ and shall be due and payable in monthly installments on tillg
rst business day of the month following the month or other period
for which the annuity shall have accrued. None of the moneys men-
(t)l;)lgsg. ;nttgns sectlz).n shlall be assignable, either in law or in equity,
ct to executi ; i
proces]s ' ution, levy, attachment, garnishment, or other legal
L(n) The annuity of the widow of a justice or judge who h
to bring himself within the purview of]this sectign s%lall be agsa(ﬂfgltl(:l(};
equal to the sum of (1) 1} per centum of the average annual salary
received by such justice or judge for judicial service and any other
prior allowable service during the last five years of such service prior
to his death, or retirement from office by resignation on salary under
section 371(a) of this title, multiplied by the sum of his years of
]]ildl()lal service, his years of prior allowable service as a Senator
h_epresentamve,_ Delegate, or Resident Commissioner in Congress’
1s years of prior allowable service performed as a member of the
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Armed Forces of the United States, and his years, not exceeding
fiifteen, of prior allowable service performed as an employee described
in section 698(g) of title 5, and (2) % of 1 per centum of such average
annual salary multiplied by his years of any other prior allowable
service, but such annuity shall not exceed 37% per centum of such
average annual salary and shall be further reduced in accordance with
subsection (¢) of this section, if applicable.

[(0) Subject to the provision of subsection (¢) of this section, the
years of service of a justice or judge which are allowable as the basis
for calculating the amount of the annuity of his widow shall include
his years of service as a justice or judge of the United States
(whether in regular active service or retired from such service under
section 371(b) or 372(a) of this title), his years of service as a Sena ter,
Representative, Delegate, or Resident Commissioner in Congress,
his years of active service as a member of the Armed Forces of the
United States not exceeding five years in the aggregate and not
including any such service for which credit is allowed for the purposes
of retirerment or retired pay under any other provision of law, and
his years of any other civilian service within the purview of section
707 of title 5.

[(p) Nothing contained in this section shall be construed to pre-
vent a widow eligible therefor from simultaneously receiving an
annuity under this section and any annuity to which she would
otherwise be entitled under any other law without regard to this
section, but in computing such other annuity service used in the
computation of her annuity under this section shall not be credited.

[(q) The judges of the United States District Court for the District
of the Canal Zone, the District Court of Guam and the District Court
of the Virgin Islands and judges of the United States, as defined in
section 451 of this title, who are entitled to hold office only for a
term of years shall be deemed judges of the United States for the
purposes of this section and shall be entitled to bring themselves
within the purview of this section by filing an election as provided
in subsection (a) of this section within the time therein specified.
In the case of such judges the phrase “retirement from office by
resignation on salary under section 371(a) of this title’” as used in
subsections (b), (¢), (), (i) and (n) of this section shall mean ‘retire-
ment from office by resignation on salary under section 373 of this
title or by removal or failure of reappointment after not less than
ten years judicial service”, and the phrase “resigns from office
-otherwise than on salary under section 371(a) of this title’” as used
in subsection (f) of this section shall mean ‘‘resigns from office other-
wise than on salary under section 373 of this title or is removed or fails
of reappointment after less than ten years judicial service.”

L) The Director of the Federal Judicial Center shall be deemed &
judge of the United States for the purposes of this section and shall
be entitled to bring himself within the purview of this section by
filing an election as provided in subsection (a) of this section within
the time therein specified. As applied to a Director of the Federal
Judicial Center, the phrase ‘“retirement from office by resignation
on salary under section 371(a) of this title” as used in subsections
®), (¢), (g), (), and (n) of this section shall mean “retirement from
office under subsection (c) or (d) of section 627 of this title or by
removal after not less than ten years service”, the phrase “salary
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paid after retirement” as used in subsection (b) of this section shall
mean ‘“‘annuity paid after retirement under subsection (c) or (d) of
section 627 of this title”, and the phrase “resigns from office other
than on salary under section 371(a) of this title’’ as used in subsection
(f) of this section shall mean ‘‘resigns from office otherwise than on
retirement under subsection (¢) or (d) of section 627 of this title or
is removed after less than ten years service’.

L[(s) The Director of the Administrative Office of the United States
Courts shall be deemed a judge of the United States for the purposes
of this section and shall be entitled to bring himself within the pur-
view of this section by filing an election as provided in subsection
(a) of this section within the time therein specified. As applied to
a Director of the Administrative Office of the United States Courts
the phrase “retirement from office by resignation on salary under
section 371(a) of this title” as used in subsections (b), (c), (g), 1)
and (n) of this section shall mean “retirement from office under
section 611 of this title or by removal after not less than ten years
service’’, the phrase “‘salary paid after retirement” as used in sub-
section (b) of this section shall mean ‘‘annuity paid after retirement
under section 611 of this title’”’, and the phrase “resigns from office
other than on salary under section 371(a) of this title” as used in
subsection (f) of this section shall mean “resigns from office other-
wise than on retirement under section 611 of this title or is removed
after less than ten years service.”’}

“§ 376. Annuities for survivors of certain judicial officials of the
United States
“(a) For the purposes of this section—
“1) “‘Jggl)wiafj official’ means:
o Justice or judge of the United States, as defin
section 451 of this tz'-tl]e; ge of fined by

“(B) a judge of the United States District Court for the
District of the Canal Zone, the District Court of Guam, or the
District Court of the Virgin Islands;

“(0) @ Director of the Administrative Office of the United
States Courts, after he or she has filed @ waiver under subsection
(a) of section 611 of this tutle;

“(D) a Director of the Federal Judicial Center, after he or
she has filed a waiver under subsection (b) of section 627 of
this title; or )

“(E) an Administrative Assistant to the Chief Justice of the
United States, after he or she has filed a waiver in accordance
with both subsection (a) of section 677 and subsection (a) of
section 611 of this title;

who notifies the Director of the Administrative Office of the United
States Courts in writing of his or her intention to_come within the
purview of this section within siz months after (1) the date upon
which he or she takes office, (i7) the date upon which he or she marries,
or (111) the date wpon which the Judicial Survivors’ Annuities Reform
Act becomes effective;

‘“(&) ‘retirement salary’ means:

“(A) in the case of a Justice or judge of the United States,
as defined by section 4561 of this title, salary paid (i) after
retirement from regular active service under subsection (b) of
section 371 or subsection (@) of section 372 of this title, or ()
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after retirement from office by resignation on salary under
subsection (a) of section 371 of this title; o
“(B) in the case of a judge of the United States District
Court for the District of the Canal Zone, the Distriet Court of
Guam, or the District Court of the Virgin Islands, salary paid
after retirement from office (1) by resignation on salary under
section 378 of this title or (i1) by removal or failure of reap-
ointment after not less than ten years’ judicial service;
«(C) in the case of a Director of the Administrative Office of
the United States Courts, an alnnm'ty paid under subsection (b)
r (¢) of section 611 of this title; o
° ‘g()D)fin the case of {1 Director of the F ederal Judicial Center,
an annuity (]i)aid wunder subsection (¢) or (d) of section 627 of
s title; an _ _ .
thz‘s‘ (E) in the case of an Administratwe Assistant to the Chief
Justice of the United States, an annuity paid in accordance
with both subsection (@) of section 677 and subsection (a) of
Section 611 of this title; o ]
3) ‘“widow’ gzeans the surviving wife of a ‘judicial official’,

“(A) has been married to him for at least one year on the
day of his death; or ‘ '

“(B) 1is the mother of issue by that marriage; -
“(4) ‘widower’ means the surviving husband of a Judicial official’,

“(A) has been married to her for at least one year on the day
of her death; or ) ]
" “(B) is the father of issue by that marriage:
“(5) ‘child’ means: ) ) )

“(A) an unmarried child under eighteen years of age, in-
cluding (1) an adopted child and (1) @ stepchild or recognized
natural child who lived with the judicial official in a regular
parent-child relationship; )

“(B) such unmarried child between eighteen and twenty-two
years of age who is a student regularly purswing full-time
course of study or training in residence in @ high school, trade
school, technical or vocational institute, junior college, college,
university, or comparable educational institution. A child
whose twenty-second birthday occurs before July 1, or after
August 31, of a calendar year, and while he or she 1is reqularly
purswing such @ course of study or training, s deemed to have
become twenty-two years of age on the first day of July immedi-
ately following that birthday. A child who 1s a student is deemed
not to have ceased being a student during an interim period be-
tween school years, if that interim period lasts no longer than
five consecutive months and if that child shows, to the satisfaction
of the Director of the Administrative Office of the United States
Courts, that he or she has a bona fide intention of continuing to
pursue a course of study or training in the same or @ different
school during the school semester, or other period into which the
school year is divided, immediately following that interim period;
or
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“(0) such unmarried child, regardless of age, who is incapable
of self-support because of a mental or physical disability
incurred either (i) before age eighteen, or (1) in the case of a
child who is recewing an annuity as a full-time student under
subpardagraph (6)(B) of this subsection, before the termination
of that annuity.

“(b) Every judicial official who files a written notification of his or
her intention to come unthin the purview of this section, in accordance
with paragraph (1) of subsection (a) of this section, shall be deemed
thereby to consent and agree to having deducted and withheld from his or
her salary, including any ‘retirement salary’, a sum equal to 4.6 percent of
that salary. The amounts so deducted and withheld from the salary of each
such judicial official shall, in accordance with such procedures as may
be prescribed by the Compiroller General of the United States, be covered
wnto the Treasury of the United States and credited to the ‘Judicial
Survivors’ Annuities Fund' established by section 3 of the Judicial Sur-
viwors’ Annuities Reform Act. Such fund shall be used for the payment of
annuities, refunds, and allowances as provided by this section. Payment
of such salary less such deductions shall be a full and complete discharge
and acquittance of all claims and demands whatsoever for all services
rendered by such judicial official during the period covered by such pay-
ment, except the righis to those benefits to which such judicial official, or
his or her survivors, shall be entitled under the provisions of this section.

“(¢) There shall also be deposited to the credit of the ‘Judicial Survivors’
Annuities Pund’, in accordance with such procedures as may be prescribed
by the Comptroller General of the United States, amounts matching those
deducted and withheld in accordance with subsection (b) of this section.
Such deposits shall be taken from the fund used to pay the compensation
of the judicial official, and shall immediately become an integrated part of
the ‘Judicial Survivors’ Annuities Fund' for any use required under
this section.

“(d) Each jyudicial official shall deposit, with interest at 4 percent per
annum to December 31, 1947, and at 3 percent per annum thereafter,
compounded on December 31 of each year, to the credit of the ‘Judicial
Survivors’ Annuities Fund':

“(1) a sum equal to 4.5 percent of that salary, including ‘retire-
ment salary’, which he or she has received for serving in any of the
offices designated in paragraph (1) of subsection (a) of this section
prior to the date upon which he or she filed notice of an intention to
come within the purview of this section with the Director of the
Admanistrative Office of the United States Courts; and

“(2) a sum equal to 4.5 percent of the basic salary, pay, or com-
pensation which he or she has received for serving as a Senator,
Representative, Delegate, or Resident Commissioner in Congress,
or for serving as an ‘employee’, as that term is defined in subsection
(1) of section 8331 of title 5, prior to assuming the responsibilities
of any of the offices designated in paragraph (1) of subsection (a)
of this section.

The nterest otherwise required by this subsection shall not be required
for any period during which a judicial official was separated from all
such service and was not recewing any retirement salary.

“Hach such judicial official may elect to make such deposits in install-
ments, during the continuance of his or her service in those offices desig-
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nated in paragraph (1) of subsection (a) of this section, in such amounts
and under such conditions as may be determined in each instance by the
Director of the Administrative Office of the United States Courts: Pro-
vided, That, in each instance in which a judicial official does elect to
make such deposits in installments, the Director shall require (i) that the
first installment payment made shall be in an amount no smaller than
that amount necessary to cover at least the last eighteen months of prior
creditable civilian service, and (i1) that at least one additional installment
payment shall be made every eighteen months thereafter until the total of
all such deposits have been made.

«“Notwithstanding the failure of any such judicial official to make all
such deposits or installment payments, credit shall be allowed for the
service rendered, but the annuity of that judicial official’s widow or
widower shall be reduced by an amount equal to 10 percent of the amount
of such deposits, computed as of the date of the death of such judicial
official, unless such widow or widower shall elect to eliminate such service
entirely from credit under subsection (k) of this section: Provided, That
no deposit shall be required from any such yudicial official for any honor-
able active duty service in the Army, Navy, Air Force, Marine Corps,
or Coast Guard of the United States, or for any other creditable service
rendered prior to August 1, 1920.

““(¢) The amounts deducted and withheld in accordance with subsection
(b) of this section, and the amounts deposited in accordance with sub-
section (d) of this section, shall be credited to individual accounts in the
name of each judicial official from whom such amounts are received, for
eredit to the ‘Judicial Survivors’ Annuities Fund'.

“(fy The Secretary of the Treasury shall invest, from time to time, n
interest bearing securities of the United States or Federal farm loan bonds,
those portions of the ‘Judicial Survivors’ Annuities Fund’ which in his
judgment may not be immediately required for the payment of annuities,
refunds, and allowances as provided in this section. The income derived
from such investments shall constitute a part of such fund for the purposes
of paying annuities and carrying out the provisions of subsections (g),
by, (m), (o), (p), and (q) of this section.

““(g) If any judicial resigns from office without recewing any ‘retirement
salary’, all amounts credited to his or her individual account, together
with interest at 4 percent per annum to December 81, 1947; and at 3 per-
cent per annum thereafter, compounded on December 31 of each year,
to the date of his or her relinguishment of office, shall be returned to that
judicial official in a lump-sum payment within a reasonable period of time
Following the date of his or her relinquishment of office. For the purposes
of this subsection a ‘reasonable period of time’ shall be presumed to be no
longer than one year following the date upon which such judicial official
relinquished his or her office.

“(h) Annuities payable under this section shall be paid only in accord-
ance with the following provisions:

«“(1) In any case in which a judicial official dies while in office,
or while receiving ‘retirement salary, after having completed at least
eighteen months of creditable civilian service, as computed in accord-
ance with subsection (k) of this section, for the last eighteen months
of which the salary deductions provided by subsection (b) of this
section or, in lieu thereof, the deposits required by subsection (d) of
this section have actually been made—
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“(A) of such judicial official ts survived by a wid
widower, but not by a child, there shall be paidyto such Z;fdo%
;rdw@dtzw?i qnl a(?_ng@ty, beginning on the day on whichk such

udicial official died, wn an amount ¢ ¢ ) ;
subs(egt)zm; () Q’{ this section; or ompuled as provided in

« if such judicial official is survived by a wid
widower and a child or children, there shail b}z/ paid tomguglt
widow or widower an annuity, beginning on the day on which
such judicial official died, in an amount computed as provided
Zgojubsebct;zmlbf (? of hthzs }feclf'wéz, and there shall also be paid

on behalf of each such child an tmmediat ) :
“E@))% g Ao 1ate annuity equal to:

() 84,899, divided by th. ) ;
whw(lg)verfis B din y the number of children;

- if such judicial official leaves no surviving wido
';uhz(cllltzwber, bz_gﬁ tdoes leazl))e hle surviving child or ch@'gzlren ;ll)w::

e paid to or on be b immedi
s i g If of each such child, an immediate
“(v) the amount of the annuity to which the judicial
official’s widow or wadower would have been entitle.ZZ ujzc;lgr
(s);fb%agmph 1) (él) ’:)f t‘h’fg subsection, had such widow
ower survived the judicial ] i
A J official, divided by the
“E@@))$$l,760,' or
o “(w) 856,279, divided by th b ) ;
(év)hzzhever 1s smallest. Y the moumber of ehildrern,
¢ n annuity payable to a widow or widower under sub-
paragraphs (1)(A) or (1)(B) of this subsecti hall b 3
upon kis or her death or remarrgage. ton shall be terminated
o m(frzatfn annuity payable to a child under this subsection shall

“(A) of such child is recewving an annuity b )

y based upon his or
her status under subparagraph (5)(A) of subsection (a) of this
section, on the last day of the month during which he or she
bec‘?mes eighteen years of age;

" (B) if such child is receiving an annuity based wpon his or

er status under subparagraph (5)(B) of subsection (a) of this
section, either (i) on the Jirst day of July immediately following
is or her twenty-second birthday or (ir) on the last day of the
month during which he or she ceases to be a full-time student
in_accordance with subparagraph (5)(B) of subsection (a) of
this section, whichever occurs first: Provided, That if such
child is rendered incapable of self-support because of a mental
or physical disability incurred while receiving that annuity
that annuity shall not terminate, but shall continue without
wnterruption and shall be deemed to have become, as of the date
g{adlsalzz_l_zty, an I;mnmty based upon his or her status under

e 4 4

clause . u) of subparagraph (5)(C) of subsection (a) of this
“(O) +f such child is recetving an annuity b )

y based upon his or
status under subparagraph (5)(C) of subsection (a) of this
section, on the last day of the month during which he or she

ceases to be incapable of self-support b
e ol dbheab f self-support because of mental or
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“(D) on the last day of the month during which such child

dies or marries.

“(4) An annuity payable to a child or children under subparagraph
(1)(B) of this subsection shall be recomputed and paid as provided
in subparagraph (1)(C) of this subsection upon the death, but not
wpon the remarriage, of the widow or widower who is receiwing an
annuity under subparagraph (1)(B) of this subsection.

«“(5) In any case in which the annuity of a child 1s terminated,
the annuaty of each remaining child which is based upon the service
of the same judicial official shall be recomputed and paid as though

‘the child whose annuity has been terminated had not survived that
gudicial official.

“(3) All questions of dependency and disability arising under this
section shall be determined by the Director of the Administrative Office of
the United States Courts, subject to review only by the Judicial Conference
of the United States, and the decision of the Judicial Conference of the
United States shall be final and conclusive. The Director may order or
direct at any time such medical or other examinations as he deems neces-
sary to determine the facts relative to the nature and degree of disability
of any child who is an annuitant, or an applicant for an annuity, under
this section, and may suspend or deny any such annuity for farlure to
submit to any such examination.

“(5) In any case in which a payment under this section s to be made
to a minor, or to a person mentally incompetent or under other legal
disability, as determined by a court of competent qurisdiction, such pay-
ment may be made to the person who is constituted guardian or other
fiduciary of such claimant by the laws of the State of residence of such
claimant, or to any other person who is otherwise legally vested with the
care of the claimant or of the claimant’s estate, and need not be made
directly to such claimant. The Director of the Administrative Office of
the United States Courts may, at his or her discretion, determine whether
such payment is made directly to such claimant or to such guardian,
fiduciary, or other person legally vested with the care of such claimant
or the claimant’s estate. Where no guardian or other fiduciary of such
minor or such person under legal disability has been appointed under
the laws of the State of residence of such claimant, the Director of the
Administrative Office of the United States Courts shall determine the
person who is otherwise legally vested with the care of the claimant or of
the claimant’s estate.

“(k) The years of service rendered by a judicial official which may be
creditable in caleulating the amount of an annuity for such Judicial
official’s widow or widower under subsection () of this section shall
include—

“(1) those years during which such judicial official served in any
of the offices designated wn paragraph (1) of subsection (a) of this
section, including in the case of a Justice or judge of the United
States those years during which he or she continued to hold office
following retirement from regular active service under subsection (b)
of section 371 or subsection (@) of section 372 of this title;

«“(2) those years during which such judicial official served as a
Senator, Representative, Delegate, or Resident Commassioner in
Congress, prior to assuming the responsibilities of any of the offices
designated in paragraph (1) of subsection (a) of this section;
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“(8) those_years during which such judicial official honorably
served on active duty in the Army, Navy, Air Force, Marine Corps
or Coast Quard of the United States, prior to assuming the responsil
bilities of any of the offices designated in paragraph (1) of subsection
(@) of this section: Provided, That those years of such military
service for which credit has been allowed for the purposes of retire-
ment or retired pay under any other provision of law shall not be
mcf{uded as allowable years of such service under this section; and
‘ (4) those years during which such judicial official served as an
employee’, as that term 1s defined in subsection (1) of section 8331
of title &, prior to assuming the responsibilities of any of the offices
designated in paragraph (1) of subsection (a) of this section.

For the purposes of this subsection the term ‘years’ shall mean full years
and twelfth parts thereof, excluding from the aggregate any fractional
part of a month which numbers less than fifteen full days and including
as one full month, any fractional part of a month which numbers ﬁfteeri
days or more. Nothing in this subsection shall be interpreted as wawing
or canceling that reduction in the annuity of a widow or widower which 1s
required by subsection (d) of this section due to the failure of a judicial
Oﬁ?wl to make those deposits required by subsection (d) of this section.

(D) The annuity of a widow or widower of a judicial official shall
be an amount equal to the sum of— ’

“(1) 1} percent of the average annual salary, including ‘retire-
ment salary,” which such judicial official recewed for serving in
any of the offices designated in paragraph (1) of subsection (a) of
this section (1) during those three years of such service in which
his or her annual salary was greatest, or (iv) if such judicial official
has so served less than three years, but more than eighteen months
then during the total period of such service prior to his or her death,
multiplied by the total of: ,

“(A) the number of years of creditable service tabulated in
%Z:rdance with paragraph (1) of subsection (k) of this section;
“(B) the number of years of creditable service tabulated in
;(l:czrdance with paragraph (2) of subsection (k) of this section;
u
“(C) the number of years of creditable service tabulated in
;gcordance with paragraph (3) of subsection (k) of this section;
us
“(D) the number of years up to, but not exceeding, fifteen
of credztable service tabulated in accordance with paragraph (4)
of subsection (k) of this section,
plus:

“(2) three-fourths of 1 percent of such average annual salary,
multiplied by the number of years of any prior creditable service,
as tabulated in accordance wrth subsection (k) of this section, not
applied under paragraph (1) of this subsection:

Provided, That such annuity shall not exceed 40 percent of such average
annual salary and shall be further reduced in accordance with subsection
(d)‘ ‘of this section, if applicable.

_ ‘“(m) Whenever the salary paid for service in one of the offices des-
wnated in_paragraph (1) of subsection (a) of this section is tncreased,
each annuity payable from the Judicial Survivors’ Annuities Fund, which
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is based, in whole or in part, upon a decreased judicial official having
rendered some portion of his or her final eighteen mongths of service in that
same office, shall also be increased. The actual amount of the increase m
such an annuity shall be determined by multiplying the amount of the
annuity, on the date on which the increase in salary becomes effective,
by 3 percent for each 5 percent by which such salary has been increased.
In the event that such salary is increased by less than & percent, there
shall be no increase in such annuity.

“(n) Each annuity authorized under this section shall accrue monthly
and shall be due and payable in monthly installments on the first business
day of the month following the month or other period for which the annuity
shall have accrued. No annuity authorized under this section shall be
assignable, either in law or in equity, or subject to execution, levy, at-
tachment, garnishment, or other legal process.

“(0) In any case in which a judicial official dies while in office, or
while receiving ‘retirement salary’, and; ‘

(1) before having completed eighteen months of ciwilian service,
computed in accordance with subsection (k) of thas section, during
which the salary deductions provided by subsection (b) of this section
or the deposit required by subsection (d) of this section have actually
been made; or

“(2) after having completed eighteen months of civilian service,
computed in accordance with subsection (k) of this section, during
which all such deductions or deposits have been made, but without a
survivor or survivors who are entitled to receive the annuity benefits
provided by subsection (k) of this section; or

“(3) the rights of all persons entitled to receive the annuity benefits
provided by subsection (k) of this section terminate before a valid
claim therefor has been established;

the total amount credited to the individual account of that judicial official,
established under subsection (€) of this section, with interest at 4 percent
per annum to December 31, 1947, and at 3 percent per annum thereafter,
compounded on December 31, of each year, to the date of that judicial
official’s death, shall be paid, upon the establishment of a valid claim
therefor, to the person or persons surviving at the date title to the payment
arises, in the following order of precedence:

“First, to the beneficiary or beneficiaries whom that judical official
may have designated in a writing received by the Administrative Office
of the United States Courts prior to his or her death;

“Second, if there be no such beneficiary, to the widow or widower
of such judicial official ;

“Thard, if none of the above, to the child or children of such judicial
official and the descendants of any deceased children by representation;

“Fourth, if none of the above, to the parents of such judicial official
or the survivor of them;

“Fifth, if none of the above, to the duly appointed executor, ex-
e%trix, administrator, or administratriz of the estate of such judicial
official;

“‘Sizth, if none of the above, to such other next of kin of such judicial
official, as may be determined by the Director of the Administrative
Office of the United States Courts to be entitled to such payment, under
Zhe l(czlfws ;:f the domicile of such judicial official, at the tume of hus or

er death.
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Such payment shall be a bar to recovery by any other person. For the
purposes of this subsection only, a determination that an individual is a
widow, widower, or child of a judicial official may be made by the Director
of the Administrative Office of the Unated States Courts without regard
to the definitions of those terms conltained in paragraphs (3), (4), and (5)
of subsection (a) of this section.

“(p) In any case in which all the annuities which are authorized by
this section and based wpon the service of a given official terminate before
the aggregate amount of annuity payments recewed by the annuitant or
annuitants equals the total amount credited to the individual account of
such judicial official, established under subsection (e) of this section,
with interest at 4 percent per annum to December 31, 1947, and at 3
percent per annum thereafter, compounded on December 31, of each year,
to the date of that judicial official’s death, the difference between such total
amount, with such interest, and such aggregate amount shall be paid,
wpon establishment of a valid claim therefor, in the order of precedence
preseribed in subsection (o) of this section.

“q) Any accrued annuity benefits remaining unpaid upon the termina-
tion of an annuity, other than by the death of an annuitant, shall be paid
to that annuitant. Any accrued annuity benefits remaining unpaid upon
the death of an annuitant shall be paid, upon the establishment of a valid
claim therefor, in the following order of precedence: )

“Furst, to the duly appointed executor, executriz, administrator,
or admanastratrix of the estate of such annuitant;

“Second, if there 1s no such executor, executriz, administrator, or
administratriz, payments shall be made, after the expiration of sixty
days from the date of death of such annuitant, to such indwidual
or individuals as may appear, in the judgment of the Director of the
Adminastrative Office of the Unaited States Courts, to be legally entitled
thereto, and such payment shall be a bar to recovery by any other in-
dividual.

“(r) Nothing contained in this section shall be interpreted to prevent
a widow or widower eligible for an annuity under this section from simul-
taneously recewing such an annuity while also receiving any other annuity
to which such widow or widower may also be entitled under any other law
without regard to this section: Provided, That service used in the compu-
tation of the annuity conferred by this section shall not also be credited in
computing any such other annuity.”.

RECOMMENDATIONS

The committee believes that S. 12, as amended, is meritorious and
recommends that the bill do pass.

O



9471i. CONGRESS } HOUSE.OF REPRESENTATIVES . ‘REPORT
2d Session ' No 94-1604

P

JUDICIAL SURVIVORS' ANNUITIES REFORM ACT

SEPTEMBER 17, 1976.—Committéd to the Committee of the Whole House on the
State of the Union and ordered to be printed

Mr. DanieLson; from the Committee on the Judiciary,
submitted the following '

REPORT

[Including cost.estimate and comparison of the Congressional ‘Budge’ty Otﬁce]

[To accompany S.12] ) E '{’

The Committee on the Judiciary, to whom was referred the blll (S.
12) to amend section 376 of title 28, United States Code, in order to
reform and update the existing program for annuities to'survivors of
Federal Justices and judges, haying considered the  same, report fa-
vorably thereon with amendments and recommend that the blll as
amended do pass.

The amendments are as follows:

Page 11, line 15, strike out “$1,466” and insert in lieu thereof
“$1 54:8” ‘

Page 11, hne 16, strike out “$4 399” and .insert in lieu ‘thereof
“$4 6447, 7

Pa ge 12, line 4, strike out “$1,760” and insert in heu thereof
“$1, 860” ’ .

Page 12, lme 5, strike out “$5,279” and insert in lieu thereof
“$5 580”

Page 23, line 20, strike out “level cost” and insert in heu thereof

actuarlal” '

Page 25, line 7, strike out “or his” and insert “or his or her ; and
strike out “of his” and insert “of that individual’s”.

Page 25, strike out lines 12 through 14 and insert in lieu thereof
the following:

Skc. 7. That, at any time within 180 days after the date
upon which this Act becomes effective, any judicial official
who has, prior to that date, already participated in the judi-
cial survivors annuity program created by the Act of August
3, 1956 (70 Stat. 1021), as amended, shall be entitled to re-
voke his or her earlier election to partlclpate in that program
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and thereby completely withdraw from participation in the
Judicial Survivors’ Annuities Program created by this Act:
Provided, That (a) any such revocation may be effected only
by means of a writing filed with the Director of the Adminis-
trative Office of the United States Courts, (b) any such writ-
ing shall be deemed to have become effective no sooner than
the date upon which that writing is received by the Director,
(¢) upon receipt of such a writing by the Director, any _an,d
all rights to survivorship benefits for such judicial official’s
survivors shall terminate, and all amounts credited to such
judicial official’s individual account, together with interest at
3 percent per annum, compounded on December 31 of each
year to that date of revocation, shall thereafter be returned to
that judicial official in a lump-sum refund payment, and (d)
any judicial official who effects such a revocation and who
subsequently again becomes eligible and elects to join the Ju-
dicial Survivors Annuities Program created by this Act un-
der the provisions of section 876 of title 28, United States
Code, as amended by this Act, shall be permitted to do so
only upon the redeposit of the full amount of the refund ob-
tained under this section plus interest at 3 percent per annum,
compounded on December 31 of each year from the date of
the revocation until the date upon which that amount is re-
deposited. Any judicial official who fails to effect a revocation
in accordance with the right conferred by this section within
180 days after the date upon which this Act becomes effective
shall be deemed to have 1rrevocably waived the right to that
revocation. .

Skc. 8. That this Act shall become effective on the first day
of the third month following the month in which it is en-
acted, or on October 1, 1976, whichever occurs last.

Purrose or THE B

The purpose of the bill, as amended, is to reform and update the
existing qu()licial survivors’ annuity program (28 U.S.C. § 876) pro-
viding benefits, for surviving spouses and children of all Federal
Justices and judges who elect to join that program. Those benefits will
be substantially similar to the benefits now conferred upon surviving
spouses and children of Members of Congress. S. 12 would (1) place
the program in an actuarially sound fiscal condition ; (2) provide more
liberal eligibility standards and reasonable increases in existing an-
nuity amounts, made necessary by increases in the cost of living since
each existing annuity was commenced ; and (3) establish a method for
providing future periodic increases in annuity amounts by keying
them into increases in judicial salaries, rather than endangering the
fiscal integrity of the program.

PURPOSE OF THE AMENDMENTS

Although the amendments were adopted in block by the Committee
on the Judiciary, they may be summarized as follows. .

The purpose of the first four amendments is to raise the eligible
annuities for children to an amount equal to those of dependents who
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are civil service survivor annuitants. At the time S. 12 was considered
by téle Senate Judiciary Committee, a lower civil service amount was
in effect. ’

The fifth amendment, by striking the term “level cost” and insert-
ing “actuarial”, substitutes a more technically accurate term, and will
aid the cost studies. ,

The sixth amendment makes clear that survivors of female judges
are covered, as well as those of male judges.

The seventh amendment provides an option to present members of
the program to leave the program, but they must act within 180 days
of the effective date of this act. Some judges expressed concern that
the increase of their contribution rate—from 3 percent to 4.5 percent of
their annual salaries—was too high, and that this option’ should be
given to them. Strict procedures are set by the amendment to insure
no person will abuse this provision. -

The Committee has been informed that the Senate will concur in
all these amendments.

Backgerouxp

The existing judicial survivors’ annuity program was created in
1956, after six years of controversial and sporadic consideration by
Congress. For a thorough review of past proposals, see the Senate
Report on 8. 12, Report No. 94-799 (May 6, 1976). When the program
was created in 1956, the contribution rate was 3 percent of a judge’s
annual salary, a rate which was even then fiscally unsound. In addi-
tion, the original program blanketed in 121 unfinanced annuities,
widows of deceased judges. Subsequent proposals were offered between
1956 and 1972, and reflected much uncertainty by Congress.

One of the most recent proposals (S. 2014, 93d Congress, 1973)
would have merged the Judicial Survivors’ Annuity Fund with the
Civil Service (Retirement) Fund, but the 1974 cost estimate was $63
million amortized over 30 years. It was then noted that the judicial
survivors’ annuity fund was inadequately funded and that a higher
contribution rate would be necessary. The Social Security Administra-
tion, which completed the Sixth Actuarial Valuation of the fund in
July 1973, also concluded that the Fund would need an immediate
appropriation of $7.3 million to keep it in balance. The Senate Judi-
clary Subcommittee on Improvements in Judicial Machinery had
meanwhile arranged for a study to be conducted by Congress” Joint
Economic Committee to determine the costs of alternative proposals.

Based upon information from all three sources, S. 12 was intro-
duced by Senator McClellan on January 15, 1975. The staff of the Sen-
ate Judiciary Subcommittee on Improvements in Judicial Machinery,
the Administrative Office, the Senate Legislative Counsel’s Office, and
Judge Oren Harris, representing the Judicial Conference, reviewed
S. 12 and suggested a revised version, which was introduced as Amend-
ment No. 587 on June 16, 1975. Senate hearings were held on both
versions on July 17, 1975, and later on September 10, 1975. Recom-
mended revisions were presented by the Administrative Office, and a
Committee Print of S. 12, as revised by Amendment 587 and other
recommendations, was made available to the Judicial Conference,
which approved that revised proposal on Sept. 25, 1975. ‘

Subsequently the proposal was submitted to the Congressional Bud-
get Office to secure a cost analysis of the bill. That office notified the
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Subcommittee staff that, according to its analysis the program would
not be actuarially sourid unless an increase in contributions was made.
In March 1976, Judge Harris, as the Judicial Conference’s represen-
tative, agreed that necessary adjustments should be made, and the
amendment was made to raise the contribution from 3 percent to 4.5
percent of the Judge’s salary. ‘ _ '

On May 6, 1976, the Senate Committee on the Judiciary reported
favorably S. 12, amended. It was passed by the Senate on June 22, 1976.

Meanwhile, the House Judiciary Subcommittee on Courts, Civil
Liberties, and the Administration of Justice had held a hearing on
H.R. 11320, a companion bill to S. 12. At that hearing on May 20, 1975,
the Administrative Office of the U.S. Courts and Judge Harris tes-
tified to their'preference for S. 12, as it was progressing through the
Senate. H.R. 11820 would have been considerably more expensive for
the federal government. After S. 12 passed the Senate, the House
Judiciary Subcommittee on Courts, Civil Liberties and the Admin-
istration of Justice met on August 26, 1976, and voted to order the bill
favorably as amended by the seven amendments discussed earlier.
On September 2, 1976, the Committee on the Judiciary voted to report
the bill favorably as amended by the block of seven above-mentioned
amendments. Twenty-nine members were present. '

STATEMENT

Under 28 U.S.C. §376 all Article III judges, including Justices of
the Supreme Court, may elect, within six months of their appointment
to the bench, to join the existing judicial survivor’s annuity program.
Unmarried judges who marry later than six months after their ap-
pointment may elect to join the program within six months of their
marriage. The present programs has no “opt out” provision for judges
who lose their spouses, or other survivors.

* The main features of the existing’ program are set forth below.
“Oontributions” and “Deposits” _ S

- Commencing with his election to join the program, the Administra-
tive Office of the U.S. Courts withholds 3 percent of a judge’s annual
salary and deposits that amount into the program’s central fund, to
the credit of that judge’s individual account. Each year an amount,
equal to that withheld from the judge’s salary, is also deposited into
the program’s central fund from monies appropriated for the opera-
tion of the Administrative Office of the U.S. Courts. The judge’s “con-
tributions” from salary, once commenced, can be terminated only by
his death or resignation “otherwise than on salary under section 371
(a) of [title 28].” This, in effect, means that as long as he is drawing
any salary for being a judge, he must continue to contribute 3 percent
of that salary to the fund. :

By virtue of these salary “contributions”, the judge establishes the
judicial service rendered for that salary as “creditable service” for
purposes of computing his survivors’ annuities. Under 28 U.S.C.
§ 376 five full years of “creditable service” are a basic prerequisite
to establishing a survivor’s right to an annuity. Therefore, once a
judge has made five years of “contributions”, he has satisfied that
prerequisite, and the only subsequent event which will invalidate
that satisfaction is “absolute” resignation from the bench. Should
the judge actually so resign, all amounts which he has “contributed”
to the fund will be refunded with interest, and all “matching amounts,”
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deposited into the central fund by the Administrative Office will be
retained by the fund.

In addition to qualifying his judicial service as “creditable service”
for purposes of 28 U.8.C. § 876, by making “contributions” from his
judicial salary, a judge may also qualify stipulated prior service to the
government as “creditable”, by electing to make a “deposit” to the
fund to cover that prior service. Service as a federal judge, U.S.
Congressman, Delegate, Resident Commissioner, or. federal “em-
ployee” eligible for membership in the Civil Service Retirement pro-
gram may be deemed to be “prior service” for purposes of 28 U.S.C.
§ 376. In order to qualify that service as “creditable,” a judge must
deposit into the fund, with interest, a sum equal to 3 percen? of the
salary received for that service. These “deposits™ are credited to the
judge’s individual account and may be returned to him upon “absolute
resignation”, along with the refund of “contributions” from his judi-
~ia] salary. ‘ '

One aspect of this process of establishing prior service as “credita-
ble” service warrants special attention. Under 28 U.S.C. § 376, a judge
who elects to make a “deposit” to qualify prior service as “creditable
service” may also elect to make the “deposit” in installment pay-
ments “during the continuance of his judicial service in such amounts
and under such conditions as may be determined in each instance by
the Director of the Administrative Office of the United States Courts?.
This “installment payment” mechanism can be of great value to a new
judge who has at least five full years of prior service, because by wisely
structuring his installment payments, he may be able to establish a
survivor’s right to an annuity under the program on the day he joins
that program. If, for example, a new judge has previously served as a
U.S. Attorney for eight years, he need only negotiate an installment
payment schedule under which his firs¢ payment equals three percent
of the salary he earned during his last five years as a U.S. Attorney
and actually make that first payment on the day he joins the court.
By doing so he will immediately qualify those five years of “prior
service” as years of “creditable service”, thus immediately satisfying
the minimum “creditable service” prerequisite which entitles his sur-

vivor(s) to an annuity. His one payment will have purchased the
security of immediate coverage for his survivors, even if he were to die
the next day. In addition to that very valuable feature, the “installment
payment” mechanism offers one other advantage to a judge with prior
service. Once he has arranged to make installment payments, he has
guaranteed that all of his prior service will be “creditable service”
even if he subsequently fails to make all of his payments. Should he
die bef’ore fully paying the “deposit” amount required, however, his
widow’s annuity “shall be reduced by an amount equal to 10’per
centum of the amount of such deposit, . . . unless such widow shall elect
to eliminate such service entirely from credit.” In the final analysis
the benefit of immediate survivor eligibility is certainly worth risking
the possibility of a reduction, which, in most cases, would probablb
not be very great. ’ Y

Eliqibility Standards for Annuitants

; Whether a judee qualifies his survivors for annuities by rendering
ve years of judicial service, for which salary “contributions” are
made, or five years of prior service, for which “deposits” have been
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made, once that five-year minimum prerequiste has been satisfied,
both his “widow” and any “dependent children” under age 18 will be
eligible to receive an annuity under the program. Both the terms
“widow” and “dependent children” have been placed in quotation
marks because they are given stipulated meanings under 28 U.S.C.
§ 876. For purposes of the program, the surviving wife of a judge
will only qualify as a “widow” if the date of her marriage to the judge
preceded the date of his death by two full years or if she is “the mother
of issue by such marriage”. In addition, she will relinquish her status
as a “widow”, once established, if she remarries. For purposes of
the program a surviving child of a judge will only qualify as a “de-
pendent child” if he or she is unmarried and under 18 years of age or,
if over 18, unmarried and “incapable of self-support” due to “physical
or mental disability”. By express provision in the statute, any questions
concerning either dependency or disability which may arise in connec-
tion with eligibility for an annuity under the program are to be
determined by the Director of the Administrative Office, and his
determination is subject to review only by the Judicial Conference
of the United States, The statute also authorizes the Director to
determine when guardians or other fiduciaries shall receive annuity
amounts on behalf of dependent children or disabled widows.
Computation of a Widow’s Annaity

The amounts of annuities conferred under the judges’ program are

determined by relatively simple procedures. A widow’s annuity amount
is computed using two factors, the “average annnal salary” received
by the judge during his last five years of “allowable service” and the
‘total number of years of such “allowable service” which that judge has
rendered. The term “allowable service” covers all “creditable service”
(i.e. service which the judge has qualified as creditable by making
either salary contributions or deposits) and up to five full years of
honorable active-dutv service as a member of the Armed Forces of
the United States. Therefore, a judge’s total number of years of
“allowable service” may include: (1) service as a federal judge;
(2) service as a Senator, Representative, Delegate, or Resident Com-
missioner in Congress; (3) service as a federal “employee” eligible for
membership in the Civil Service Retirement program; or (4) from one
to five years of honorable active-duty service in the military. Annual
salaries received during the last five years of any such:service are
averaged to determined an “average annual salary” figure. The wid-
ow’s annuity is then usually determined by multiplying 1.25 percent of
that figure by the total number of vears of such “allowable service”.
Thus, if we assume a hypothetical U.S. Court of Appeals judge has
died exactly ten yvears to the day after his appointment to that bench,
having previously served as a U.S. Senator for two terms, a staff
attorney on the Senate Judiciary Committee for two years, and an
officer in the United States Navy on active duty for four years, his
widow’s annuity would be determined as follows (assuming the judge
has made his required deposit for prior service) :

1. Until recently the judge’s salary as a U.S. Court of Appeals judge
was $42,500.00. Using that figure for convenience, his “average annual
salary” during his last five years of “allowable service” would be
$42.500.00.
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2. His total number of years of “allowable service” would be:

Years of judicial service — 10
Years of Senate service_.._ — . 12
Years of staff attorney service___ 2
Years of active-duty service in the Navy 4

Total 28

3. By multiplying 1.25 percent of his “average annual salary” bv
his total number of years of “allowable service”, the judge’s widow’s
annuity is determined to be: '

($42,500.00X.0125) X 28=814,875.00

In one instance the computation method applied above would have
to be altered. That instance arises when a judge’s vears of “allowable
service” as an “employee” exceed fifteen. Under 28 U.S.C. § 376 only
the first fifteen years of “employee” service may be multiplied by the
1.25 percent of average annual salary factor used above. All vears of
“employee” service in excess of fifteen are not, however, lost; they are
instead multiplied by 0.75 percent of the “average annual salary”,
and the amount derived by that computation is added to the amount
derived bv using the 1.25 percent factor. Thus, if another U.S. Court
of Appeals judge were to also die with exactly ten years of judicial
service, but with no prior “allowable service” other than twenty vears
as a staff attorney for the Senate Judiciary Committee, his widow’s
annuity would be determined as follows (assuming the judge has
made his required deposit for prior service) :

1. Just as in the earlier example, the “average annual salary” figure
of $42.500.00 will be used for convenience.

2. This judge’s total number of years of “allowable service”, how-

-ever, will have to be divided into two categories: that which is to be

multiplied by 1.25 percent and the “employee” service beyond 15 years,
which is to be multiplied by 0.75 percent :

Years of judicial service________ _ — 10
Years not exceeding 15 as a staff attorney.______________________________ 15

Total 25
Years exceeding 15 as a staff attorney___ _ 5

3. By multiplying 1.25 percent of his “average annual salary” bv
the appropriate twentv-five years of “allowable service” and by mul-
tinlving 0.75 percent of that same figure by the appropriate five vears
of “employee” “allowable service”, this-judge’s widow’s annuity is de-
termined to be: '

($42,500.00X.0125) X25 ________________________ — $13, 281. 25

Plus ($42,500.00X.0075) X5___ . . __ 1,593.75
or 14, 875. 00

In both of the cases used above, the assumption has been made that
the judges have paid their deposits for prior service in order to qualify
their years of prior service as “creditable”. If they had failed to do so.
of course, the annuity amounts shown above would have to be reduced
by an amount equal to ten percent of the amount of such deposit.

One remaining aspect of the program’s conferral of a widow’s an-
nuity deserves attention. Under the statute, the widow of a judge who
dies without a “dependent child” may not receive her annuity until
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she reaches fifty years of age. Thus, if the judge’s children are all over
age 18, but if his widow is only forty-four years of age on the day he
«dics, she must wait six years before she begins to receive the annuity
which her husband purchased for her.
Children’s Annuities

Annuities available to “dependent children™ under the judges’ pro-
gram .today. are, in 'some instances, determined by reference to the
widows’ annuities discussed above, and, in other instances, mandated
by the statute. If a judge is survived by both a widow and dependent
children, the statute provides that the widow’s annuity payments shall
commence immediately and that each child shall receive an immediate
annuity equal to the lesser of : (1) one-half the amount of the widow’s
annuity, divided by the number of children; (2) $900.00, divided by
the number of children; or (3) $360.00. In essence, the annuity which
A “dependent child” will receive as long as the judge’s widow is also
receiving an annuity will never exceed $360.00. If tlie judge is survived
only by dependent children, the statute provides that each child shall
receive an annuity no greater than $480.00.

The development of the program is graphically demonstrated by the
following tables:

&

TABLE A.—-JUDICIAL SURVIVORS ANNUITY PROGRAM—COMPARATIVE STATEMENT OF JUDICIAL PARTICI PATION
AND THE NUMBER OF SURVIVOR ANNUITANTS AS OF JUNE 30, FISCAL YEARS 1957-751

Judicial participation  Survivor annuitants

Judges on Judges Average
Fiscal year the roll  participating Percentage Annuitants annuity
386 334 86 116 $2, 189
387 339 88 13 2,48
384 338 88 0 2,558
394 350 89 129 2,628
391 350 89 131 2,685
459 4 83 139 2,860
463 A19 90 138 2,946
459 414 30 150 3,124
465 423 91 152 X
486 442 91 154 3,403
527 479 91 154 3,668
539 488 91 148 3,921
552 503 91 148 4,077
554 506 91 155 4,477
605 543 90 157 4,976
652 586 90 163 5, 465
669 612 91 163 5, 888
674 611 91 167 5,935

! These figures have been taken from the Annual Report of the Director of the Administrative Office of the U.S. Courts,
1965, at 129, and from the Aanual Report of the Director of the Administrative Office of the U.S. Courts, 1975 (unbound
galley page edition), at VI-13, tatlz 4. .

. In the past two years the fund’s actuarial balance has fallen below
the actuarial estimations by approximately $500,000. If that trend
continues, funds may be exhausted in the next thirty years, or sooner.
Corrective action is needed, and the Committee agrees that an in-
creased contribution rate as well as an infusion of immediate assets
of approximately 8.5 million dollars is necessary to eliminate the
fund’s existing deficiency.

The Committee also accepts the fact that two million dollars will
be necessary for retroactive cost-of-living increases for existing
widows; and one million dollars for prospective cost-of-living in-
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creases for existing widows. Presently, some widows receive an an-
nuity as low as $68 per month, and twenty-five percent of the 172
widows are eligible for welfare. The total federal cost of the program
for FY 1977 would be 13.8 million dollars. Thereafter the annual
government contribution, matched by judicial contributions, would
be approximately $500,000. (See:Congressional Budget Office esti-
mate.)

"In order to continue to attract contributors to the program and
to upgrade the benefits to match the increased contributions, S. 12
would also provide the following changes in existing law:

1. Increases the dollar amounts.of annuities to dependent children
to make them comparable to those of dependent civil service annu-
itants. . T N

2. Substitutes a “high-3-year’ salary fadtor for the existing “last-
5-year” salary factor used in computing basic annuity amounts.

3. Increases the number of years of service which may be deemed
“creditable” for purposes of computing all annuities to allow a sur-
vivor to qualify if the judge has eighteen months of service for which
contributions or deposits have been made. Presently a five-year mini-
mum period exists. S. 12 raises the maximum creditable period from
30 years to 32, to coincide with Members of Congress.

4. Provides both retroactive and prospective cost-of-living increases
which are fair and yet actuarily sound. Existing widows will receive
a one-time retroactive increase of one-fifth of one percent for every
month an annuity has been in existence. All annuitants will receive a
prospective increase of three percent of the basic annuity for every
five percent increase in judicial salaries. This formula allows the sur-
plus income to finance the increases in basic annuities resulting from
higher salaries. s

5. Kxtends the annuity coverage for dependent children who are
full-time students. The present law terminates a child’s annuity when
that person becomes 18 years of age unless incapable of physical
support due to physical or mental disability. S. 12 would extend that
coverage, as the Civil Service Retirement System does, until the de-
pendent child terminates as a full-time student, or until the first day
of July immediately following his or her twenty-second birthday,
whichever occurs first.

6. Permits widowers as well as widows to receive an annuity.

7. Reduces the required marital period for eligibility from 2 years
to 1 year, as the civil service system does.

8. Permits all widows and widowers to receive an immediate an-
nuity upon the death of their spouse, regardless of age. The present
program requires that a widow be at least 50 years old to be eligible,
unless she has a dependent child under 18 years of age. The change
reflects the civil service standard.

9. Reduces the required contribution period from 5 years to 18
months. Presently only twelve judges have died before contributing
from their salaries for five full years. \

10. Reduces the minimum required contribution for prior service
from 5 years to 18 months. Every judge must make his first install-

1 For a thorough analysis of these changes, see S. Rpt. 94-799, and the Hearings before
the Subcommittee on Improvements in Judiclial Machinery, Senate Committee on the
Judiciary, July 17 and September 10, 1975.

H. Rept., 94-1604——2
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ment payment for prior service no smaller than the amounts necessary
to cover at least the last eighteen months of creditable service.

The Committee believes that the increased contribution requirement
and more liberal eligibility standards will provide for a fair and

fiscally sound program.
= OversiGHT

Oversight of the federal courts and the programs administered by
the Administrative Office of the U.S. Courts is the responsibility of
the Committee on the Judiciary. The hearing on May 20, 1976, though
mainly legislative, did offer the Committee an oversight opportunity.
The Committee intends to exercise its oversight on a regular basis in
regard to the administration of this program and specifically on en-
forcement of contracts for deposits for prior service.|

STATEMENT OF THE COMMITTEE ON GOVERNMENT OPERATIONS

No statement has been received on the legislation by the Committee
on Government Operations. .

STATEMENT OF THE CONGRESSIONAL BUDGET OFFICE

Pursuant to clause 7, rule XIT of the Rules of the House of Repre-
sentatives, and section 403 of the Congressional Budget Act of 1974,
the Committee estimates the following costs of the Commission.

Concress oF THE UNITED STATES,
ConcresstoNAL Bupeer OFFICE,
Washington, D.C., April 9,1976.
Hon. James O. Easrraxp,
Chairman, Committee on the Judiciary, U.S. Senate, Dirksen Senate
Office Building, Washington, D.C.

Dear Mr. CHaAIRMAN : Pursuant to Section 403 of the Congressional
Budget Act of 1974, the Congressional Budget Office has prepared the
attached revised cost estimate for S. 12, Judicial Survivor’s Annuity
Reform Act.

Should the Committee so desire, we would be pleased to provide
further details on the attached cost estimate.

Sincerely,
Avice M. Rivuin, Director-

CoxgresstoNAL Bupcer Orrice Cost ESTIMATE

Aprin 9, 1976.

1. Bill number: S. 12.

2. Bill title: Judicial Survivors’ Annuity Reform Act.

3. Purpose of bill: ,

The purpose of the bill is to reform the existing Judicial Survivors’
Annuity Program (28 U.S.C. Section 376). The bill contains provi-
sions which liberalize eligibility requirements and benefits for annui-
tants. Major reforms contained in the bill include: (a) prospective
and retroactive cost of living increases for annuitants; (b) changes
in the computation of the base annuity based on the highest three years
of earnings rather than the average earnings of the last five years;
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(¢) elimination of the program’s future deficiency by financially sta-
bilizing the annuity program; and (d) increasing the judges’ and
government contributions from 3.0 percent to 4.5 percent of judicial
salaries.

4. Cost estimate :

The cost estimate includes all major provisions as specified in the
bill. One of the major intents of S. 12 was to ensure the future finan-
cial stability of the program through an immediate deposit of funds
sufficient to meet projected annuity expenditures. As a result, the cost
analysis goes beyond the five-year projections to determine the aggre-
gate yearly fund deficiency to year 2050. :

The cost of all major reforms, except the retroactive provisions of
the bill, were incorporated into the deficiency estimate. The total fund
deficiency, the amount required to stabilize the program, was included
in the first year of enactment of the bill. In addition to the cost of
funding the deficiency, the cost of the retroactive cost of living in-
creases and the additional contribution costs of the federal govern-
ment, were also included in the estimate, The table below summarizes
the results.

cosTs

in mitlions of dollars]

Fiscal year—
1977 1978 1979 1980 1981
Government contributions costs_._._____ 0.4 0.5 0.5 : 0.5 0.5
Retroactive costs 20 e
Fund deficiency_ ... ___..___ - 8 P
Totab. . .. . 13.4 5 5 5 5

5. Basis for estimate:

The costs of S. 12 were specified in terms of the total fund defi-
ciency, i.e., the funds which currently must be authorized to meet
future liabilities. The deficit calculations are based on the costs associ-
ated with three major reforms: (1) prospective cost of living increases,
(2) retroactive cost of living increases, and (3) computation of the
annuity based on the highest three years of earnings rather than the
average of the last five years of earnings. It was assuined throughout
the analysis that judge’s salary would increase at a rate of 5 percent
vearly. This rate is comparable to the rate of increase of (ieneral
Schedule federal employees and is applieable to judges as defined by
the Executive Salary Cost of Living Adjustment Act.

The cost analysis was primarily divided into two parts, i.e., revenue
projections and expenditure projections. This analysis produces an
estimate of the costs of the provisions contained in S. 12, but should
not be considered a substitute for an actuarial study. Because the re-
forms contained in S. 12 have future budgetary implications, a pro-
jection period of seventy-five years was assumed. However, the costs
are quite sensitive to the length of the time period.

The revenues of the Judicial program are composed of judicial and
government matching contributions and judicial deposits for prior
creditable service. The revenue from contributions is based on a closed
group of 667 judges receiving a 5 percent salary increase yearly on a
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$42,000 salary base. The judges and federal government contributions
were assumed to be a constant 4.5 percent of this payroll over the
projection period. Deposit amounts are based on current U.S. Attorney
salaries with a 5 percent yearly salary increase. It was asswmned that
judges with creditable service entering the annuity program must
deposit into the fund 4.5 percent of their last eighteen months’ salary.
It was also assumed that the balance in the fund would be invested at
7.6 percent. )

The expenditure projections consist of annuity expenditures and
refunds. In calculation of the annuity expenditures, the following
assumptions were made: (a) the base year annuities were calculated
on the highest three salary years, (b) a three percent yearly increase
in annuities per year, (c) an average of twenty-one years of creditable
service, (d) a termination rate of 6 percent based on a projection of
widows currently receiving benefits, and (e) refund expenditures based
on the refunds in Table VITA of the Hearings.?

‘Employing these assumptions, the fund deficiency was estimated at
$11.0 million. Retroactive costs and increased governmental contribu-
tions costs'were estimated at $2.0 million and $.5 million, respectively.

6. Estimate comparison: )

An estimate was prepared by the Social Security Administration’s
actuarial staff. The fund deficiency was calculated at $269 million.
The difference between the estimates is basically due to the time frame
considered in each analysis. The Social Security Administration used
an infinite time span for their calculations and a 3 percent rather than
a 4.5 percent contribution rate.

7. Previous CBO estimate :

A previous estimate was completed on March 24, 1976 by CBO
based on a 3 percent contribution rate.

8. Estimate prepared by : James V. Manaro.

9. Estimate approved by :

James 1. Bruwm,
Assistant Director for Budget Analysis.

INFLATIONARY IMPACT STATEMENT

The legislation will have no foreseeable inflationary impact on prices
or costs in the operation of the national economy. ,

COMMITTEE VOTE

S. 12, as amended. was ordered reported favorably by voice vote
of the Committee on Sept. 2, 1976. Twenty-nine members were present.

SECTIONAL ANALYSIS

Section 1 of the amended bill merely provides a citation title for
the Act.

Section 2 of the amended bill completely amends and restructures
28 11.S.C. § 376 in its entirety as follows:

2 Hearing before the Subcommittee on Improvements fn Judicial Machinery, July 17 and
September 10, 1975.
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Subsection (a) defines the terms “judicial official”, “retirement
salary”, “widow”, “widower”, and “child” for purposes of interpreting
and applying the Act.

Subsection (b) authorizes the procedures nnder which required
contributions from salary shall be deposited into the Judicial Sur-
vivors’ Annuities Fund by participating judicial officials.

Subsection (c) authorizes the deposit into the Judicial Survivors’
Annuities Fund, from the fund used to compensate a participating
judicial official. amounts matching those contributed from salary by
that judicial official.

Subsection (d) authorizes the procedures under which deposits shall
be made into the Judicial Survivors’ Annuities Fund to qualify desig-
nated prior governmental service as creditable service under subsec-
tion (k) so that it may be used in computing annuity amounts under
subsection (1).

Subsection (e) provides that all amounts contributed under sub-
section (b) and (d) shall be credited to individual accounts in the
names of each participating judicial official.

Subsection (f) authorizes the Secretary of the Treasury to invest
portions of the Judicial Survivors’ Annuities Fund in interest bearing
securities and provides that all income thereby derived shall become
a part of the Judicial Survivors’ Annuities Fund.

Subsection (g) authorizes and governs refunds from the individual
accounts created by subsection (e) to any judicial official who resigns
from office without receiving any retirement salary.

Subsection (h) stipulates the conditions under which an annuity
shall be paid from the Judicial Survivors’ Annuities Fund, the
amounts of annuities for surviving dependent children, and the condi-
tions under which the payment of annuities shall terminate.

Subsection (1) authorizes the Director of the Administrative Office
of the U.S. Courts to determine all questions of dependency or disa-
bility arising under this Act, subject only to the review of the Judicial
Conference of the United States. Subsection (i) also authorizes the
Director to order or direct such medical or other examinations as he
may deem to be necessary in the exercise of his authority to determine
questions of dependency or disability.

Subsection (j) stipulates the conditions under which annuity pay-
ments from the Judicial Survivors’ Annuities Fund may be made to
guardians or fiduciaries of annuitants.

Subsection (k) defines those years of service rendered by a judicial
official which may be deemed creditable vears of service to be used in
computing an annuity under subsection (1).

Subsection (1) provides the computation formulas to be used in
determining the amounts of annuities to be paid from the Judcial Sur-
vivors’ Annuities Fund.

Subsection (m) authorizes periodic cost-of-living increases in annu-
ities paid from the Judicial Survivors’ Annuities Fund and stipu-
lates that the amount of each annuity shall be increased by 3 percent
for every 5 percent increase in the salary of the office in which the judi-
cial official, upon whose service the annuity is based, rendered some
portion of his or her final eighteen months of creditable service.

Subsection (n) provides for payment of annuities from the Judicial
Survivors’” Annuities Fund in monthly installments and prohibits the
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assignment, attachment, garnishment or other legal taking of such
annuities. L

Subsection (o) provides for a statutory plan of descent and distribu-
tion of all monies in a judicial official’s individual account, created
under subsection (e), in the event such judicial official dies without
having enough creditable service to qualify his survivors for an annu-
ity or without being survived by any annuitants. ) o

"Subsection (p) provides that, in any case in which all annuities
being paid by the Judicial Survivors’ Annuities Fund terminate, before
the amount credited to the individual account of the judicial official,
upon whose service they are based. has been exhausted, any remaining
amount in that individual account shall be paid under the same statu-
tory plan of descent and distribution authorized by subsection (o).

Subsection (q) provides that any accrued annuity benefits which
remain unpaid upon the termination of an annuity, other than by the
death of an annuitant, shall be paid to the annuitant and that those
remaining unpaid upon the death of an annuitant shall be paid in
accordance with the statutory plan of descent and distribution stipu-
lated in that subsection. ] ) .

Subsection (r) stipulates that a widow or widower receiving an an-
nuity from the Judicial Survivors’ Annuities Fund may receive other
annuities as long they are not also based upon service credited in
computing the annuity paid from the Judicial Survivors’ Annuities
Fund.

Section 3 of the amended bill provides that upon the effective date
of the Act, all monies credited to the judicial survivors’ annuities fund
established by section 2 of the Act of August 3, 1956, as amended,
shall be transferred to a new fund which shall be known as “The Judi-
cial Survivors’ Annuities Fund” and authorizes the creation of that
new fund on the books of the Treasury. .

Section 4 of the amended bill provides that, on the effective date of
the Act, the Secretary of the Treasury shall ascertain, from the Direc-
tor of the Administrative Office of the U.S. Courts, the amount of the
actuarial deficiency existing in judicial survivors’ annuity fund, es-
tablished by section 2 of the Act of August 3, 1956, as amended. on the
date of that fund’s transfer under Section 3 of the Act, and shall. at the
earliest time thereafter when appropriated funds become available,
deposit in a single payment that same amount into “The Judicial
Survivors’ Annuities Fund” created by Section 3 of the Act. Section 4
also authorizes the appropriation of such funds as are necessary for the
Secretary of the Treasury to make that deposit.

Section 5 of the amended bill provides that upon the effective date
of the Act, each annuity then being paid from the judicial survivors’
annuity fund established by section 2 of the Act of August 3, 1956 (70
Stat. 1021), as amended shall be increased by an amount equal to
one-fifth of 1 percent of the amount of that annuitv for every month
which has passed since that annuity commenced. Section 5 also au-
thorizes the appropriation of such funds as are needed to effect those
increases and provides that they shall, when available, be deposited
in the new fund created by Section 3 of the Act. Under this arrange-
ment existing annuitants will be able to receive their increases 1m-
mediately and the fund will be compensated for those expenditures
when the authorized appropriation is subsequently made.
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Section 6 of the amended bill provides that although all improve-
ments and reforms effected by the Act shall be conferred upon those
now receiving annuities or eligible to receive an annuity (i.e., 2 widow
without dependent children who has not yet reached age 50), no
rights or privileges secured under section 2 of the Act of August 3,
1956 (70 Stat. 1021), as amended, shall be abrogated by those now
recelving annuities or eligible to receive an annuity. Section 6 also
stipulates that the rights of any judicial official who elects to join the
Judicial Survivors’ Annuities program after the effective date of the
Act shall be determined only under the provisions of the Act.

Section 7 of the amended bill provides that a judicial officer who
has participated in the program prior to 180 days after the effective
date of the act may drop the program, but may not again join the
program, unless he or she leaves the office, and later receives another
judicial position, and again becomes eligible for the program. The
procedures set in the amendment are meant to eliminate any poten-
tial abuses in the program.

Section 8 states the effective date of the Act.

Crancrs 1y Existine Law Mape By THE Birn, As REPORTED

In compliance with clause 3 of rule X111 of the Rules of the House
of Representatives, changes in existing law made by the bill, as
reported, are shown as follows (existing law proposed to be omitted
is enclosed in black brackets, new matter is printed in italic) :

TITLE 28, UNITED STATES CODE

* * » * * * *

[§ 376. Annuities to widows and surviving dependent children of
Jjustices and judges of the United States

[(2) Any justice or judge of the United States may by written
election filed with the Director of the Administrative Office of the
Tnited States Courts within six months after the date on which he
takes office or within six months after he marries bring himself within
the purview of this section.

L[(b) There shall be deducted and withheld from the salary of each
justice or jude electing to bring himself within the purview of this
section a sum equal to 3 per centum of such justice’s or judge’s salary,
including salarv paid after retirement from regular active service
under section 371(b) or 372(a) of this title or after retirement from
office by resignation on salary under section 371(a) of this title. The
amounts so deducted and withheld from the salary of each such justice
or indge shall. in accordance with such procedure as may be pre-
scribed bv the Comptroller General of the United States, be deposited
in the Treasury of the United States to the credit of a fund to be
known as the “judicial survivors annuity fund” and s=aid fund is
appropriated for the payment of annuities, refunds and allowances
as provided by this section. Every justice or judge who elects to bring
himself within the purview of this section shall be deemed therebv to
consent and agree to the deduction from his salary as provided in this
subsection, and payment less such deductions shall be a full and com-
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plete discharge and acquittance of all claims and demands whatsoever
for all judicial services rendered by such justice or judge during the
period covered by such payment, except the right to the benefits to
which he or his survivors shall be entitled under the provisions of this
section.

L(c) Each justice or judge who has elected to bring himself within
the purview of this section shall deposit, with interest at 4 per centum
per annum to December 31, 1947, and 3 per centum per annum there-
after, compounded on December 31 of each year, to the credit of the
judicial survivors annuity fund created by this section a sum equal to
3 per centum of his salary received for service as a justice or judge
of the United States (including salary received after retirement from
regular active service under section 371(b) or 872(a) of this title and
salary received after retirement from office by resignation on salary
under section 371 (a) of this title), and of his basic salary, pay, or com-
pension for service as a Senator, Representative, Delegate or Resident
Commissioner in Congress and for any other civilian service within
the purview of section 707 of title 5. Such interest shall not be required
for any period during which the justice or judge was separated from
all such service and was not receiving salary under section 371(a) or
373 of this title. Each justice or judge may elect to make such deposits
in installments during the continuance of his judicial service in such
amounts and under such conditions as may be determined in each
instance by the Director of the Admiinstrative Office of the United
States “Courts. Notwithstanding the failure of a justice or judge to
make such deposit, credit shall be allowed for the service rendered,
but the annuity of the view of such justice or judge shall be reduced by
an ammount equal to 10 percent of the amount of such deposit, com-
puted as of the date of the death or such justice or judge, unless
such widow shall elect to eliminate such service entirely from credit
under subsection (o) of this section: Provided, That no deposit shall
be required from a justice or judge for any service rendered prior to
August 1, 1920, or for any honorable service in the Army, Navy, Air
Force, Marine Corps., or Coast Guard of the United States.

[(d) The Secretary of the Treasury shall invest from time to time,
in interest-bearing securities of the United States or Federal farm loan
bonds, such portions of the judicial survivors annuity fund as in his
judgment may not be immediately required for the payment of annui-
ties, refunds and allowances as provided in this section. The income
derived from such investments shall constitute a part of said fund
for the purpose of paying annuities and of carrying out the provisions
of subsections (f), (g), (i), and (j) of this section.

[(e) The amount deposited by or deducted and withheld from the
salary of each justice or judge electing to bring himself within the
purview of this section for credit to the judicial survivors annuity
fund created by this section covering service from and after August i,
1920, shall be credited to an individual account of such justice or judge.

L (f) If any justice or judge who has elected to bring himself within
the purview of this section resigns from office otherwise than on salary
under section 371 (a) of this title, the amount credited to his individual
account, together with interest at 4 per centum per annum to Decem-
ber 31, 1947, and 3, per centum per annum, thereafter, compounded on
December 31st of each year, to the date of his relinquishment of office,
shall be returned to him.
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L(2) In casc any justice or judge who has elected to bring himself
within the purview of this section shall die while in office (whether
in regular active service or retired from such service under section
371(b) or 372(a) of this title), or after retirement from office by
resignation on salary under section 371(a) of this title, after having
rendered at least five years of civilian service computed as prescribed
in subsection (o) of this section, for the last five years of which the
salary deductions provided for by subsection (b) of this section or
the deposits required by subsection (c¢) of this section have actually
been made—

[(1) if such justice or judge is survived by a widow but not
by a dependent child, there shall be paid to such widow an an-
nuity beginning with the day of the death of the justice or judge
or following the widow’s attainment of the age of fifty years,
whichever 1s the later, in an amount computed as provided in
subsection (n) of this section; or

[ (2) if such justice or judge is survived by a widow and a de-
pendent child or children, there shall be paid to such widow an
immediate annuity in an amount computed as provided in subsec-
tion (n) of this section, and there shall also be paid to or on behalf
of each such child an immediate annuity equal to one-half the
amount of the annuity of such widow, but not to exceed $900 per
year divided by the number of such children or $360 per year,
whichever is lesser; or

L(3) if such justice or judge leaves no surviving widow or
widower but leaves a surviving dependent child or children, there
shall be paid to or on behalf of each such child an immediate
annuity equal to the amount of the annuity to which such widow
would have been entitled under paragraph (2) of this subsection
had she survived, but not to exceed $480 per year.

[The annuity payable to a widow under this subsection shall be
terminable upon her death or remarriage. The annuity payable to a
child under this subsection shall be terminable upon (A) his attaining
the age of eighteen years, (B) his marriage, or (C) his death, which-
ever first occurs, except that 1f such child 1s incapable of self-support
by reason of mental or physical disability his annuity shall be termi-
nable only upon death, marriage, or recovery from such disability.
In case of the death of a widow of a justice or judge leaving a depend-
ent child or children of the justice or judge surviving her the annuity
of such child or children shall be recomputed and paid as provided in
paragraph (3) of this subsection. In any case in which the annuity
of a dependent child, under this subsection, is terminated, the annuities
of any remaining dependent child or children, based upon the service
of the same justice or judge, shall be recomputed and paid as though
the child whose annuity was so terminated had not survived such
justice or judge.

L(h) Asused in this section—

[(1) The term “widow” means a surviving wife of an individ-
ual, who either (A) shall have been married to such individual
for at least two years immediately preceding his death or (B) is
the mother of issue by such marriage, and who has not remarried.

L£(2) The term “dependent child” means an unmarried child,
including a dependent stepchild or an adopted child, who is
under the age of eighteen years or who because of physical or
mental disability is incapable of self-support.
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[Questions of dependency and disability arising under this section
shall be determined by the Director of the Administrative Office of the
United States Courts subject to review only by the Judicial Conference
of the United States the decision of which shall be final and conclu-
sive. The Director may order or direct at any time such medical or
other examinations as he shall deem necessary to determine the facts
relative to the nature and degree of disability of any dependent child
who is an annuitant or applicant for annuity under this section, and
may suspend or deny any such annuity for failure to submit to any
examination.

[(i) In any case in which (1) a justice or judge who has elected to
bring himself within the purview of this section shall die while in office
(whether in regular active service or retired from such service under
section 371(b) or 372(a) of this title), or after retirement from office
by resignation on salary under section 371(a) of this title, before hav-
ing rendered five years of civilian service computed as prescribed in
subsection (o) of this section, or after having rendered five years of
such civilian service but without a survivor or survivors entitled to
annuity benefits provided by subsection (g) of this section, or (2) the
right of all persons entitled to annuity under subsection (g) of this
section basecf on the service of such justice or judge shall terminate
before a valid claim therefor shall have been established, the total
amount credited to the individual account of such justice or judge,
with interest at 4 per centum per annum to December 31, 1947, and 3
per centum, per annum, thereafter, compounded on December 31st of
each year, to the date of the death of such justice or judge, shall be
paid, upon the establishment of a valid claim therefor, to the person or
persons surviving at the date title to the payment arises, in the follow-
ing order of precedence, and such payment shall be a bar to recovery
by any other person:

[First, to the beneficiary or beneficiaries whom the justice or judge
may have designated by a writing received by the Administrative
Office of the United States Courts prior to his death

[_Sgcond, if there be no such beneficiary, to the widow of such justice
orjudge;

[Th%rd, if none of the above, to the child or children of such justice
or judge and the descendants of any deceased children by
representation ;
~ [Fourth, if none of the above, to the parents of such justice or judge
or the survivor of them;

[Fifth, if none of the above, to the duly appointed executor or
administrator of the estate of such justice or judge;

[Sixth, if none of the above, to such other next of kin of such justice
or judge as may be determined by the Director of the Administrative
Office of the United States Courts to be entitled under the laws of the
domicile of such justice or judge at the time of his death.

[ Determination as to the widow or child of a justice or judge for the
purposes of this subsection shall be made by the Director of the Ad-
ministrative Office of the United States Courts without regard to the
definition of these terms stated in subsection (h) of this section.

L[(j) In any case in which the annuities of all persons entitled to
annuity based upon the service of a justice or judge shall terminate
before the aggregate amount of annuity paid equals the total amount
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credited to the individual account of such justice or judge, with inter-
est at 4 per centum per annum to December 81, 1947, and 3 per centum
per annum thereafter, compounded on December 31st of each year, to
the date of the death of such justice or judge, the difference shall be
paid, upon establishment of a valid claim therefor, in the order of
precedence prescribed in subsection (i) of thissection.

[ (k) Any accrued annuity remaining unpaid upon the termination
(other than by death) of the annuity of any person based upon the
service of a justice or judge shall be paid to such person. Any accrued
annuity remaining unpaid upon the death of any person receiving an-
nuity based upon the service of a justice or judge shall be paid, upon
the establishment of a valid claim therefor, in the following order of
precedence:

[First, to the duly appointed executor or administrator of the estate
of such person;

[Sccond, if there is no such executor or administrator payment may
be made, after the expiration of thirty days from the date of the death
of such person, to such individual or individuals as may appear in
the judgment of the Director of the Administrative Office of the United
States Courts to be legally entitled thereto, and such payment shall be
a bar to recovery by any other individual. )

[(?) Where any payment under this section is to be made to a minor,
or to a person mentally incompetent or under other legal disability
adjudged by a court of competent jurisdiction, such payment may be
made to the person who is constituted guardian or other fiduciary by
the law of the State of residence of such claimant or is otherwise legally
vested with the care of the claiment or his estate. Where no guardian
or other fiduciary of the person under legal disability has been ap-
pointed under the laws of the State of residence of the claimant, the
Director of the Administrative Office of the United States Courts shall
determine the person who is otherwise legally vested with the care of
the claimant or his estate. ) . :

[(m) Annuities granted under the terms of this section shall acerue
monthly and shall be due and payable in monthly installments on
the first business day of the month following the month or other period
for which the annuity shall have accrued. None of the moneys men-
tioned in this section shall be assignable, either in law or in equity, or
subject to execution, levy, attachment, garnishment, or other legal

rocess. L. . .

I (n) The annuity of the widow of a justice or judge who has elected
to bring himself within the purview of this section shall be an amount
equal to the sum of (1) 13/ per centum of the average annual salary
received by snch justice or judge for judicial service and any other
prior allowable service during the last five years of such service prior
to his death. or retirement from office by resignation on salary under
gection 371 (a) of this title, multiplied by the sum of his years of judi-
cial service. his vears of prior allowable service as a Senator. Repre-
sentative. Delecate, or Resident Commissioner in Congress, his years
of prior allowable service performed as a member of the Armed Forces
of the United States, and his years, not exceeding fifteen, of prior
allowable service performed as an employee described in section
698(g) of title 5, and (2) 34 of 1 per centum of such average annual
salary multiplied by his years of any other prior allowable service, but
such annuity shall not exceed 3714 per centum of such average annual
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salary and shall be further reduced in accordance with subsection (c)
of thus section, if applicable.

[(0) Subject to the provisions of subsection (¢) of this section, the
years of service of a justice or judge which are allowable as the basis
for calculating the amount of the annuity of his widow shall include
his years of service as a justice or judge of the United States (whether
i regular active service or retired irom such service under section
371(b) or 372(a) of thistitle), his years of service as a Senator, Repre-
sentative, Delegate, or Resident Commissioner in Congress, his years
of active service as a member of the Armed Forces of the United States
not exceeding five years in the aggregate and not including any such
service for which credit is allowed for the purposes of retirement or
retired pay under any other provisicn of law, and his years of any
other civilian service within the purview of section 707 of title 5.

[ (p) Nothing contained in this section shall be construed to prevent
a widow eligible therefor from simultaneously receiving an annuity
under this section and any annuity to which she would otherwise be
entitled under any other law without regard to this section, but in
computing such other annuity service used in the computation of her
annuity under this section shall not be credited.

L(q) The judges of the United States District Court for the District
of the Canal Zone, the District Court of Guam and the District
Court of the Virgin Islands and judges of the United States, as
defined in section 451 of this title, who are entitled to hold office only
for a term of years shall be deemed judges of the United States for
the purposes of this section and shall be entitled to bring themselves
within the purview of this section by filing an election as provided
in subsection (a) of this section within the time therein specified. In
the case of such judges the phrase “retirement from office by resig-
nation on salary under section 371(a) of this title” as used in sub-
sections (b), (¢), (g), (1) and (n) of this section shall mean “retire-
ment from office by resignation on salary under section 373 of this
title or by removal or failure of reappointment after not less than
ten years judicial service”, and the phrase “resigns from office other-
wise than on salary under section 371(a) of this title” as used in sub-
section (f) of this section shall mean “resigns from office otherwise
than on salary under section 373 of this title or is removed or fails of
reappointment after less than ten years judicial service”.

[(r) The Director of the Federal Judicial Center shall be deemed
a judge of the United States for the purposes of this section and shall
be entitled to bring himself within the purview of this section by
filing an election as provided in subsection (a) of this section within
the tune therein specified. As applied to a Director of the Federal
Judicial Center, the phrase “retirement from office by resignation on
salary under section 371(a) of this title” as used in subsections (b),
(¢), (g), (1), and (n) of this section shall mean “retirement from
office under subsection (c) or (d) of section 627 of this title or by
removal after not less than ten years service”, the phrase “salary paid
after retirement” as used in subsection (b) of this section shall mean
“annuity paid after retirement under subsection (c¢) or (d) of section
627 of this title”, and the phrase “resigns from office other than on
salary under section 371(a) of this title” as used in subsection (f) of
this section shall mean “resigns from office otherwise than on retire-
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ment under subsection (c) or (d) of section 627 of this title or is
removed after less than ten years service”.

[ (s) The Director of the Administrative Office of the United States
Courts shall be deemed a judge of the United States for the purposes
of this section and shall be entitled to bring himself within the pur-
view of this section by filing an election as provided in subsection (a)
of this section within the time therein specified. As applied to a
Director of the Administrative Office of the United States Courts, the
phrase “retirement from office by resignation on salary under section
371(a) of this title” as used in subsections (b), (¢), (g), (1), and (n)
of this section shall mean “retirement from office under section 611
of this title or by removal after not less than ten years service”, the
phrase “salary paid after retirement” as used in subsection (b) of this
section shall mean “annuity paid after retirement under section 611
of this title”, and the phrase “resigns from office other than on salary
under section 371(a) of this title” as used in subsection (f) of this
section shall mean “resigns from office otherwise than on retirement
under section 611 of this title or is removed after less than ten years
service”.] ‘

§ 376. Annuilies for survivors of certain judicial officials of the
United States '

(@) Forthe purposes of this section—
(1) “judicial official” means :

(4) a Justice or judge of the United States, as defined by
section 451 of this title,

(B) a judge of the United States District Court for the
District of the Canal Zone, the District Court of Guam, or
the District Court of the Virgin Islands;

(C) a Director of the Administrative Office of the United
States Courts, after he or she has filed a waiver under sub-
section (@) of section 611 of this title,;

(D) a Director of the Federal Judicial Center, after e
or she has filed a waiver under subsection (b) of section 687
of this title,; or

(£') an administrative assistant vo the Chief Justice of the
United States, after he or she has jfiled o waiver in accordance
with both subsection () of section 677 and subsection (a) of
section 611 of this title;

who notifies the Director of the Administrative Office of the
United States Courts in writing of his or her intention to come
within the purview of this section within siz months after ()
the date wpon which he or she takes office, (i) the date upon which
he or she marries, or (iit) the date upon which the Judicial Sur-
vivors’ Annuities Reform Act becomes effective;

(2) “retirement salary” means :

(A) én the case of a Justice or judge of the United States,
as defined by section 541 of this title, salary paid (i) after
retirement from reqular active service under subsection (b)
of section 371 or subsection (@) of section 372 of this title. or
(4) after retirement from office by resignation on salary
under subsection (a) of section 371 of this title;

(B) in the case of a judge of the United States District
Court for the District of the Canal Zone, the District Court
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-of Guam, or the District Court of the Virgin Islands, salary
paid after retirement from office (i) by resignation on salary
under section 373 of this title or (¢i) by removal or failure of
reappointment after not less than ten years’ judicial service;

(Q) in the case of a Director of the Administrative Office of
the United States Courts, an annwity paid under subsection
(&) or (¢) of section 611 of this title;

(D) in the case of a Director of the Federal Judicial Center,
an annuity paid under subsection (c) or (d) of section 627 of
this title; and "

" (E) in the case of an administrative assistant to the Chief
Justice of the United States, an annuity paid in accordance
with both subsection (a).of section 677 and subsection (a)
of section 611 of this title; .

(3) “widow” means the surviving wife of a “judicial official”,

(A) has been married to him for at least one year on the

day of his deatth; or

(B) is the mother of issue by that marriage;

(4) “widower” means the surviving husband of a “judicial
official”, who:

(A) has been married to her for ot least one year on the
day of her death ; or

(B) is the father of issue by that marriage;

(8) “child” means:

(A4) an unmarried child under eighteen years of age, in-
cluding (i) an adopted child and (i¢) a stepchild or recog-
nized natural child who lived with the judicial official in
a reqular parent-child relationship;

(B) such unmarried child between eighteen and twenty-
two years of age who is a student regularly pursuing a full-
time course of study or training in residence in a high school,
trade school, technical or vocational institute, junior college,
colleqe, university, or comparable educational institution. A
child whose tweny-second birthday occurs before July 1,
or after August 31. of o calendar year, and while he or she
is regularly pursuing such a course of study or trainiing,
is deemed to have become twenty-two years of age on the
first day of July immediately following that birthday. A
child who is a student is deemed not to have ceased being a
student during an interim period between school years, if
that interim period lasts no longer than five consecutive

- months and if that child shows, to the satisfaction of the
Director of the Administrative Office of the United States

Courts, that he or she has a bona fide intention of continu-
ing to pursue a course of study or training in the same or a
different school during the school semester, or other period
into which the school year is divided, immediately following
that interim period, or '

(C) such unmarried child, regardless of age, who is incapa-
ble of self-support because of a mental or physical disability
incurred either (i) before age eighteen, or (i) in the case
of a child who is receiving an annuity as a full-time student
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under subparagraph (5)(B) of this subsection, before the
termination of that annuity.

(b) Ewvery judicial official wheo files a written notification of his or
her intention to come within the purview of this section, in accordance
with paragraph (1) of subsection (a) of this section, shall be deemed
thereby to consent and agree to having deducted and withheld from
his or her salary, including any “retirement salary”, a sum equal to
4.5 percent of that salary. The amounts so deducted and withheld from
the salary of each such judicial official shall, in accordance with such
procedures as may be prescribed by the Comptroller General of the
United States, be covered into the Treasury of the United States and
credited to the “Judicial Survivors’ Annuities Fund” established by
section 3 of the Judicial Survivors’ Annuities Reform Act. Such fund
shall be used for the payment of annuities, refunds, and allowances as
provided by this section. Payment of such salary less such deductions
shall be a full and complete discharge and acquittance of all claims
and demands whaisoever for all services rendered by such judicial
official during the period covered by such payment, except the rights
to these benefits to which such judicial official, or his or her survivors,
shall be entitled under the provisions of this section.

(¢) There shall also be deposited to the credit of the “Judicial Sur-
wivors’ Annuities Fund?, in accordance with such procedures as may
be prescribed by the Comptroller General of the United States,
amounts matching those deducted and withheld in accordance with
subsection (b) of this section. Such deposits shall be taken from the
fund used to pay the compensation of the judicial official, and shall
immediately become an integrated part of the “Judicial Survivors
Annuities Fund” for any use required under this section.

(d) Each judicial official shall deposit, with interest at 4 percent
per annum to December 31, 1947, and at 3 percent per annum there-
after, compounded on December 31 of each year, to the credit of the
“Judicial Survivors’ Annuities Fund”:

(1) a sum equal to 4.5 percent of that salary, including “retire-
ment salary”, which he or she has received for serving in any of
the offices designated in paragraph (1) of subsection (a) of this
section prior to the date upon which he or she filed notice of an

_intention to come within the purview of this section with the

Director of the Administrative Office of the United States Courts;
and '

(2) @ sum equal to 4.5 percent of the basic salary, pay, or com-
pensation which he or she has received for serving as a Senator,
Representative, Delegate, or Resident Commissioner in Congress,
or for serving as an “employee”, as that term is defined in sub-
section (1) of section 8331 of title 5, prior to assuming the respon-
sibilities of any of the offices designated in paragraph (1) of sub-
section (a) of this section.

T he interest otherwise required by this subsection shall not be required
for any period during which a judicial official was separated from all
such service and was not receiving any retirement salary.

FEach such judicial official may elect to make such deposits in install-
ments, during the continuance of his or her service in those offices des-
ignated in paragraph (1) of subsection (@) of this section, in such
amounts and under such conditions as may be determined in each in-
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stance by the Dircctor of the Administrative Office of the United
States Courts: Provided, That, in each instance in which a judicial
official does elect to make such deposits in installments, the Director
shall require (i) that the first installment payment made shall be in
an amount no smaller than that amount necessary to cover at least the
last eighteen months of prior cveditable civilian service, and. (i) that
ot least one additional installment payment shall be made every
eighteen months thereafter until the total of all such deposits have
een made.

Notwithstanding the failure of any such judicial official to make all
such deposits or installment payments, credit shall be allowed for the
service rendered, but the annuity of that judicial official’s widow or
widower shall be reduced by an amount equal to 10 percent of the
amount of such deposits, computed as of the date of the death of such
judicial official, unless such widow or widower shall elect to eliminate
such service entirely from credit under subsection (k) of this section:
Provided, T hat no deposit shall be required from any such judicial of-
ficial for any honorable active duty service in the Army, Navy, Air
Force, Marine Corps, or Coast Guard of the United States, or for any
other creditable service rendered prior to August 1,1920.

(e) The amounts deducted and withheld in accordance with sub-
section (b) of this section, and the amounts deposited in accordance
with subsection (d) of this section, shall be credited to individual ac-
counts in the name of each judicial official from whom such amounts
are received, for credit to the “Judicial Survivors’ Annuities Fund’.

(f) The Secretary of the Treasury shall invest, from time to time,
in interest bearing securities of the United States or Federal farm loan
bonds, those portions of the “Judicial Survivors’ Annuities Fund”
which in his judgment may not be immediately required for the pay-
ment of annuities, refunds, and allowances as provided.in this section.
T'he income derived from such investments shall constitute a part of
such fund for the purposes of paying annuities and carrying out the
provisions of subsections (g), (h), (m), (0), (p), and (q) of this
section.

(9) If any judicial official resigns from office without receiving any
“petirement solary”, all amounts credited to his or her individual ac-
count, together with interest at 4 percent per annum to December 31,
1947 ; and at 3 percent per annum thereafter, compounded on Decem-
ber 31 of each year, to the date of his or her relinquishment of office,
shall be returned to that judicial official in a lump-sum payment within
a reasonable period of time following the date of his or her relinquish-
ment of office. For the purposes of this subsection a “reasonable period
of time” shall be presumed to be no longer than one year following the
date upon which such judicial official relinquished his or her office.

(A) Annuities payable under this scetion shall be paid only in ac-
cordance with the following provisions:

(1) In any case in which a judicial official dies while in office,
or while receiving “retirement salary”, after having completed at
least e¢ighteen months of creditable civilian service, as computed
in accordance with subsection (k) of this section, for the last
eighteen months of which the salary deductions provided by sub-
section (b) of this section or, in liew thereof, the deposits required
by subsection (d) of this section have actually been made—

widower, but not by a child, there shall be paid to such widow
or-widower an annuity, beginning on the day on which such
judicial official died, in an amount computed as provided in
. subsection (1) of this section; or
- (B) if such. judicial official is swrvived by a widow or
widower and _a child.or children, there shall be paid to such
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- (A) if such judicial Jim’al s survived by a widow or

" widow or widower an annuity, beginning on the day on which

such dyudmal official died, in an amount computed. as pro-
vided in subsection (1) of this section, and there shall also
be paid to or on behalf of each such child an immediate an-

- nuty equal to:

() S1psor |
(42) 84,644, divided by the number of children;
whicheveris smallest; or , .
(O) if such judicial official leaves no surviving widow or
widower, but does leave a surviving child or children, there
shall be paid to or on behalf of each such child an immediate
anmagity equal to: v '

- (2) the amount of the annuity to which the judicial of-
ficial’s widow or widower would have been entitled under
subparagraph (1) (A) of this subsection, had such widow
or widower survived the judicial .official, divided by the
number of children; or

(¢¢) $1,860; or
(¢2) $6,680, divided by the number of children,
whichever is smallest.
(2) An annuity payable to a widow or widower under subpara-

graphs (1) (A) or (I)(B) of this subsection shall be terminated
upon his or her death or remarriage.

(3) An annuity payable to a child under this subsection shall

terminate:

(A) if such child is receiving an annuity based wpon his
or her status under subparagraph (2) (4) of subsection (a)
of this section, on the last day of the month during which
he or she becomes eighteen years of age;

(B) if such child is receiving an annuity based upon his
- or her status under subparagraph (5) (B) of subsection (a)
of this section, either (i) on the first day of July immed:-
ately following his or her twenty-second birthday or (i) on
the last day of the month during which he or she ceases to
be a full-time student in accordance with subparagraph (6)
(B) of subsection (a) of this section, whichever occurs first:
Provided, That if such child is rendered incapable of self-
support because of a mental or physical disability incurred
while receiving that annuity, that annuity shall not termi-
nate, but shall continue without interruption and shall be
deemed to have become, as of the date of disability, an an-
nuity based upon his or her status under clause (iz) of sub-
paragraph (8) (C) of subsection (a) of this section;
(O) if such child is receiving an annuity based wpon his
or her status under subparagraph (&) (C) of subsection (a)
of this section, on the last day of the month during which
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he or she ceases to be incapable of self-support because of
- mental or physical disability; or o '
(D) on the last day of the month during which such child
dies or marries.

4) An annuity payable to a child or children under subpara-
graph (1) (B) of this subsection shall be recomputed and paid
as provided in subparagraph (1) (C) of this subsection upon the
death, but not upon the remarriage, of the widow or widower who
i8 receiving an annuity under subparagraph (1) (B) of this sub-
section.

(5) In any case in which the annuity of a.child is terminated,
the annuity of each remaining child which is based wpon the serv-
ice of the same judicial official shall be recomputed and paid as
though the child whose annuity has been terminated had not sur-
vived that judicial official.

(¢) All questions of dependency and disability arising under this
section shall be determined by the Director of the Administrative
Office of the United States Court, subject to review only by the Judi-
cial Conference of the United States, and the decision of the Judicial
Conference of the United States shall be final and conclusive. The Di-
rector may order or direct at any time such medical or other exami-
nations as he deems necessary to determine the facts relative to the
nature and degree of disability of any child who is an annuitant, or
an applicant for an annuity, under this section, and may suspend or
deny any such annuity for failure to submit to any such examination.

(7) In any case in which a payment under this section is to be made
to a minor, or to a person mentally incompetent or under other legal
disability, as determined by a court of competent jurisdiction, such
payment may be made to the person who is constituted guardian or
other fiduciary of such claimant by the laws of the State of residence
of such claimant, or to any other person who is otherwise legally vested
with the care of the claimant or -of the claimant’s estate, and need not
be made directly to such claimant. The Director of the Administrative
Office of the United States Courts may, at his or her discretion, deter-
mine whether such payment is made directly to such claimant or to
such quardian, fiduciary. or other person legally vested with the care
of such claimant or the claimant’s estate. Where no quardian or other
fiduciary of such minor or such persan under legal disability has been
‘appointed under the laws of the State of residence of such claimant,
the Director of the Administrative Office of the United States (Jourts
shall determine the person who is otherwise legally vested with the care
of the claimant or of the claimant’s estate.

(k) The years of service rendered by a judicial official which maw
be creditable in caleuloting the amount of an annuity for sueh judiciol
owcial’s widow or widower under subsection (1) of this section shall
include— : :

(1) those years during which such judicial official served in any

of the offices designated in paragraph. (1) of subsection (a) of this

section, including in the case of a Justice or judge of the United
States those years during which he or she continued to hold office
following retirement from reqular active service under subsection
(b) of section 371 or subsection (a) of section 372 of this title;
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(2) those years during which such judicial official served as a
Senator, Representative, Delegate, or Resident Commissioner in
Congress, prior to assuming the responsibilities of any of the
offices designated in paragraph (1) of subsection (a) of this
section; '

(8) those years during which such judicial official honorably
served on active duty in the Army, Navy, Air Force, Marine Corps,
or Coast Guard of the United States, prior to assuming the
responsibilities of any of the offices designated in paragraph (1)
of subsection (@) of this section: Provided, That those years of
such military service for which credit has been allowed for the
purposes of retirement or retired pay under any other provision
of law shall not be included as allowable years of such service
under this section; and

(4) those years during which such judicial official served as

an “employee”, as that term is defined in subsection (1) of section

8331 of title 5, prior to assuming the responsibilities of any of the

ofﬁ';‘_es designated in paragraph (1) of subsection (a) of this

section. ‘ ‘ :

For the purposes of this subsection the term “years” shall mean full
years and twelfth parts thereof. excluding from the aggregate any
fractional part of a month which numbers less than fifteen full days
and including, as one full month, any fractional part of a month which
numbers fifteen full days or more. Nothing in this subsection shall be
interpreted as waiving or canceling that reduction in the annuity of a
widow or widower which is required by subsection (d) of this section
due to the failure of a judicial official to make those deposits required
by subsection (d) of this section.

() The annuity of a widow or widower of a judicial official shall be
an amount equal to the sum of — o

(1) 1Y percent of the average annual salary, including retire-
ment salary, which such judicial official received for serving in
any of the offices designated in paragraph (1) of subsection (a)
of this section (i) during those three years of such service in
which his or her annuol salary was greatest, or (i2) if such ju-
dicial official has so served less than three years, but more than
eighteen months. then during the total period of such service prior
to his or her death, multiplied by the total of :

: -(A) the number of years of creditable service tabulated in
accordance with paragraph (1) of subsection (k) of this sec-
tion; plus

(B) the number of years of creditable service tabulated in
accordance with paragraph (2) of subsection (k) of this sec-
tion; plus

(C) the number of years of creditable service tabulated in
accordance with paragraph (3) of subsection (k) of this sec-
tton.; plus

(D) the number of years up to, but not exceeding, fifteen
of creditable service tabulated in accordance with paragraph
(4) of subsection (k) of this section,

plus:
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(2) three-fourths of 1 percent of such average annual salary,
multiplied by the number of years of any prior creditable seiv-
ice, as tabulated in accordance with subsection (k) of this section,
not applied under paragraph (1) of this subsection : ‘

Provided, T hat such annuity shall not exceed 40 percent of such aver-
age annual salary ond shall be further reduced in accordance with
subsection (d) of this section, if applicable. :

(m) Whenever the. salary paid for service in one of the offices des-
ignated in paragraph (1) of subsection (a) of this section is increased
each annuity payable from the “Judicial Survivors’ Annuities Fund,”
which is based, in whole or in part, upon a deceased judicial official
having rendered some portion of his or her final eighteen months of
service in that same office, shall also be increased. The actual amount
of the increase in such an annuity shall be determined by multiplying
the amount of the annuity, on the date on which the increase in salary
becomes effective, by 3 percent for each 5 percent by which such salary
has been increased. In the event that such salary is increased by less
than & percent, there shall be no increase in such annuity. .

(n) Each annvity authorized under this section shall accrue monthly
and shall be due and payable in monthly installments on the first busi-
ness day.of the month following the month or other period for which
the annuity shall have accrued. No annuity authorized under this
section shall be assignable, either in law or in equity, or subject to
execution, levy, attachment, garnishment, or other legal process.

(0) In any case in which a judicial official dies while in office, or
while receiving “retirement salary”, and;

(1) defore having completed eighteen months of civilian service,
computed in accordance with subsection (k) of this section, dur-
ing which the salary deductions provided by subsection (b) of
this section or the deposit required by subsection (d) of this sec-
tion have actually been made; or

(2) after having completed eighteen months of civilian service,
computed in accordance with subsection (k) of this section, during
which all such deductions or deposits have been made, but without
a survivor or survivors who are entitled to receive the annuity
benefits provided by subsection (k) of this section; or

(8) the rights of all persons entitled to receive the annuity
benefits provided by subsection (h) of this section terminate be-
fore a valid claim therefor has been established ;

the total amount credited to the individual account of that judicial
official, established wunder subsection (e) of this section, with interest
at 4 percent per annum to December 31, 1947, and at 3 percent per
annum thereafter, compounded on December 31, of each year, to the
date of that judicial official’s death, shall be paid, upon the establish-
ment of a valid claim therefor, to the person or persons surviving at
the date title to the payment arises, in the following order of prece-
dence:

First, to the beneficiary or beneficiaries whom that judicial
official may have designated in a writing received by the Admin-
istrative Office of the United States Courts prior to his or her
death;

Second. if there be no such beneficiary, to the widow or widower
of such judicial official;
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Third, if none of the above, to the child or children of such
judicial official and the descendants of any deceased children by
representation;

Fourth, if none of the above, to the parents of such judicial
official or the survivor of them;

Fifth, if none of the above, to the duly appointed executor,
executriz, administrator, or administratriz of the estate of such
judicial official;

Sixth, if none of the above, to such other next of kin of such
judicial official, as may be determined by the Director of the
administrative Office of the United States Courts to be entitled to
such payment, under the laws of the domicile of such judicial
official, ot the time of his or her death.

Such payment shall be a bar to recovery by any other person. For the
purposes of this subsection only, a determination that an individual is
@ widow, widower, or child of a judicial official may be made by the
Director of the Administrative Office of the United States Courts
without regard to the definitions of those terms contained in para-
graphs (3), (4),and (5) of subsection (a) of this section.

(p) In any case in which all the annuities which are authorized
by this section and based upon the service of a given official terminate
before the aggregate amount of amnuity payments received by the
annuitant or annuitants equals the total amount credited to the indi-
vidual account of such judicial official, established under subsection
(e) of this section with interest at 4 percent per amnuwm to Decem-
ber 31, 1947, and at 8 percent per annum thereafter, compounded on
December 31, of each year, to the date of that judicial official’s death,
the difference between such total amount, with such interest, and such
aggregate amount shall be paid, upon establishment of a valid claim
therefor, in the order of precedence prescribed in subsection (o) of this
section.

(q) Any accrued annuity benefits remaining unpaid upon the termi-
nation of an annuity, other than by the death of an annuitant, shall be
paid to that annuitant. Any accrued annwity benefits remaining un-
paid upon the death of an annuitant shall be paid, upon the establish-
ment of a valid claim therefor, in the following order of precedence:

First, to the duly appointed executor, executriz, administrator,
or administratriz of the estate of such annuitant,;

Second, if there 18 no such executor, evecutriz, administrator, or
administratrie, payments shall be made, after the ewpiration of
sizly days from the date of death of such annuitant, to such inds-
vidual or individuals as may appear, in the judgment of the Di-
rector of the Administrative Offfice of the Unaited States Courts, to
be legally entitled thereto, and such payment shall be a bar to
recovery by any other individual.

() Nothing contained in this section shall be interpreted to prevent
a widow or widower eligible for an annuity under this section from
simultaneously receiving such an annuity while also receiving any
other anmuity to which such widow or widower may also be entitled
under any other law without regard to this section: Provided, That
service used in the computation of the anmuity conferred by this section
shall not also be credited in computing any such other annuity.

* * * * * * *
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S. 12

Rinety-fourth Congress of the WAnited States of Amevica

AT THE SECOND SESSION

Begun and held at the City of Washington on Monday, the nineteenth day of January,
one thousand nine hundred and seventy-six

2An Act

To amend section 376 of title 28, United States Code, in order to reform and
update the existing program for annuities to survivors of Federal Justices
and judges.

Be it enacted by .the Senate and House of Representatives of the
United States of America in Congress assembled, That this Act may
be cited as the “Judicial Survivors’ Annuities Reform Act”.

Sec. 2. That section 876 of title 28 of the United States Code is
amended to read as follows:

“§ 376. Annuities for survivors of certain judicial officials of the
United States

“(a) For the purposes of this section—
“(1) “Judicial official’ means:

“(A) a Justice or judge of the United States, as defined
by section 451 of this title;

“(B) a judge of the United States District Court for the
District of the Canal Zone, the District Court of Guam, or
the District Court of the Virgin Islands;

“(C) a Director of the Administrative Office of the United
States Courts, after he or she has filed a waiver under sub-
section (a) of section 611 of this title;

“(D) a Director of the Federal Judicial Center, after he
or she has filed a waiver under subsection (b) of section 627
of thig title;or S e '

“(E) an administrative assistant to the Chief-Justice of
the United States, after he or she has filed a waiver in accord-
ance with both subsection (a) of section 677 and subsection
(a) of section 611 of this title;

who notifies the Director of the Administrative Office of the
United States Courts in writing of his or her intention to come
within the purview of this section within six months after (i) the
date upon which he or she takes office, (ii) the date upon which
he or she marries, or (iii) the date upon which the Judicial Sur-
vivors’ Annuities Reform Act becomes effective ;

“(2) ‘retirement salary’ means: _

“(A) in the case of a Justice or judge of the United States,
as defined by section 451 of this title, salary paid (i) after
retirement from regular active service under subsection (b)
of section 371 or subsection (a) of section 372 of this title, or
(ii) after retirement from office by resignation on salary
under subsection (a) of section 371 of this title;

“(B) in the case of a judge of the United States District
Court for the District of the Canal Zone, the District Court of
Guam, or the District Court of the Virgin Islands, salary
paid after retirement from office (i) by resignation on salary
under section 373 of this title or (ii) by removal or failure of
reappointment after not less than ten years’ judicial service;

“(C) in the case of a Director of the Administrative Office
of the United States Courts, an annuity paid under subsec-
tion (b) or (c) of section 611 of this title;
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“(D) in the case of a Director of the Federal Judicial Cen-
ter, an annuity paid under subsection (c¢) or (d) of section
627 of this title; and i )

“(E) in the case of an administrative assistant to the
Chief Justice of the United States, an annuity paid in accord-
ance with both subsection (a) of section 677 and subsection
(a) of section 611 of this title; o )

“(8) ‘widow’ means the surviving wife of a ‘judicial official’,
who:

“(A) has been married to him for at least one year on the
day of hisdeath; or ) ]

“(B) 1s the mother of issue by that marriage; )

“(4) ‘widower’ means the surviving husband of a ‘judicial
official’, who:

“(A) has been married to her for at least one year on the
day of her death ; or )

“(B) isthe father of issue by that marriage;

#(5) ‘child’ means:

“(A) an unmarried child under eighteen 1319,311-53 of age,
including (i) an adopted child and (ii) a stepchild or recog-
nized natural child who lived with the judicial official in a
regular parent-child relationship;

“(B) such unmarried child between eighteen and twenty-
two years of age who is a student regularly pursuing a full-
time course of study or training in residence in a high school,
trade school, technical or vocational institute, junior college,
college, university, or comparable educational institution. A
child whose twenty-second birthday occurs before July 1, or
after August 31, of a calendar year, and while he or she is
regularly pursuing such a course of study or training, is
deemed to have become twenty-two years of age on the first
day of July immediately following that birthday. A child
who is a student is deemed not to have ceased being a student
during an interim period between school years, if that interim
period lasts no longer than five consecutive months and if
that child shows, to the satisfaction of the Director of the
Administrative Office of the United States Courts, that he or
she has a bona fide intention of continuing to pursue a course
of study or training in the same or a different school during
the school semester, or other period into which the school
year is divided, immediately following that interim period;
or

“(C) such unmarried child, regardless of age, who is
incapable of self-support because of a mental or physical
disability incurred either (i) before age eighteen, or (ii) in
the case of a child who is receiving an annuity as a full-time
student under subparagraph (5)(B) of this subsection,
before the termination of that annuity.

“(b) Every judicial official who files a written notification of his or
her intention to come within the purview of this section, in accordance
with paragraph (1) of subsection (a) of this section, shall be deemed
thereby to consent and agree to having deducted and withheld from
his or her salary, including any ‘retirement salary’, a sum equal to
4.5 percent of that salary. The amounts so deducted and withheld from
the salary of each such judicial official shall, in aceordsnce with such

rocedures as may be prescribed by the Comptroller General of the
nited States, be covered into the Treasury of the United States and
credited to the ‘Judicial Survivors’ Annuities Fund’ established by
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section 3 of the Judicial Survivors’ Annuities Reform Act, Such fund
shall be used for the payment of annuities, refunds, and allowances
as provided by this section. Payment of such salary less such deduc-
tions shall be a full and complete discharge and acquittance of all
claims and demands whatsoever for all services rendered by such
judicial official during the period covered by such payment, except
the rights to those benefits to which such judicial official, or his or her
survivors, shall be entitled under the provisions of this section.

“(c) There shall also be deposited to the credit of the ‘Judicial Sur-
vivors’ Annuities Fund’, in accordance with such procedures as may
be prescribed by the Comptroller General of the United States,
amounts matching those deducted and withheld in accordance with
subsection (b) of this section. Such deposits shall be taken from the
fund used to pay the compensation of the judicial official, and shall
immediately become an integrated part of the ‘Judicial Survivors’
Annuities Fund’ for any use required under this section.

“(d) Each judicial official shall deposit, with interest at 4 percent
per annum to December 31, 1947, and at 3 percent per annum there-
after, compounded on December 31 of each year, to the credit of the
‘Judicial Survivors’ Annuities Fund’:

“(1) a sum equal to 4.5 percent of that salary, including ‘retire-
ment salary’, which he or she has received for serving in any of
the offices designated in paragraph (1) of subsection (a) of this
section prior to the date upon which he or she filed notice of an
intention to come within the purview of this section with the
Digector of the Administrative Office of the United States Courts;
an

“(2) a sum equal to 4.5 percent of the basic salary, pay, or com-
pensation which he or she has received for serving as a Senator,
Representative, Delegate, or Resident Commissioner in Congress,
or for serving as an ‘employee’, as that term is defined in subsection
(1) of section 8331 of title 5, prior to assuming the responsibilities
of any of the offices designated in paragraph (1) of subsection
(a) of this section.

The interest otherwise required by this subsection shall not be
required for any period during which a judicial official was separated
from all such service and was not receiving any retirement salary.

“Each such judicial official may elect to make such deposits in install-
ments, during the continuance of his or her service in those offices
designated in paragraph (1) of subsection (a) of this section, in such
amounts and under such conditions as may be determined in each
instance by the Director of the Administrative Office of the United
States Courts: Provided, That, in each instance in which a judicial
official does elect to make such deposits in installments, the Director
shall require (i) that the first installment payment made shall be in
an amount no smaller than that amount necessary to cover at least
the last eighteen months of prior creditable civilian service, and (ii)
that at least one additional installment payment shall be made every
eighteen months thereafter until the total of all such deposits have
been made. ‘

“Notwithstanding the failure of any such judicial official to make
all such deposits or installment payments, credit shall be allowed for
the service rendered, but the annuity of that judicial official’s widow
or widower shall be reduced by an amount equal to 10 percent of the
amount of such deposits, computed as of the date of the death of such
judicial official, unless such widow or widower shall elect to eliminate
such service entirely from credit under subsection (k) of this section:
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Provided, That no deposit shall be required from any such judicial
official for any honorable active duty service in the Army, Navy, Air
Force, Marine Corps, or Coast Guard of the United States, or for any
other creditable service rendered prior to August 1, 1920.

“(e) The amounts deducted and withheld In accordance with sub-
section (b) of this section, and the amounts deposited in accordance
with subsection (d) of this section, shall be credited to individual
accounts in the name of each judicial official from whom such amounts
are received, for credit to the ‘Judicial Survivors’ Annuities Fund’,

“(f) The Secretary of the Treasury shall invest, from time to time,
in interest bearing securities of the United States or Federal farn
loan bonds, those portions of the ‘Judicial Survivors’ Annuities Fund’
which in his judgment may not be immediately required for the pay-
ment of annuities, refunds, and allowances as provided in this section.
The income derived from such investments shall constitute a part of
such fund for the purposes of paying annuities and carrying out the
provisions of subsections (g}, (h), (m), (o), (p), and (q% of this
section.

“(g) If any judicial official resigns from office without receivin
any ‘retirement salary,’ all amounts credited to his or her individua
account, together with interest at 4 percent per annum to December 31,
1947; and at 3 percent annum thereafter, compounded on Decem-
ber 31 of each year, to the date of his or her relinquishment of office,
shall be returned to that judicial official in a lump-sum payment within
a reasonable period of time following the date of his or her relinquish-
ment of office. For the purposes of this subsection a ‘reasonable period
of time’ shall be presuined to be no longer than one year following the
date upon which such judicial official relinquished his or her office,

“(h) Annuities payable under this section shall be paid only in
accordance with the following provisions:

“(1) In any case in which a judicial official dies while in office,
or while receiving ‘retirement salary,’ after having completed at
least eighteen months of creditable civilian service, as computed
in accordance with subsection (k) of this section, for the last
eighteen months of which the salary deductions grovided by sub-
section (b) of this section or, in lieu thereof, the deposits required
by subsection (d) of this section have actually been made—

“(A) if such judicial official is survived by a widow or
widower, but not by a child, there shall be paid to such widow
or widower an annuity, beginning on the day on which such
judicial official died, in an amount computed as provided in
subsection (1) of this section; or

“(B) if such judicial official is survived by a widow or
widower and a child or children, there shall be paid to such
widow or widower an annuity, beginning on the day on which
such judicial official died, in an amount computed as pro-
vided in subsection (1) of this section, and there shall also be
paid to or on behalf of each such child an immediate annuity
equal to:

“(1) $1,548:0r
“(11) $4,644, divided by the number of children;
whichever 1s smallest ; or

“(C) if such judicial official leaves no surviving widow
or widower, but does leave a surviving child or children,
there shall be paid to or on behalf of each such child an
immediate annuity equal to:
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“(i§ the amount of the annuity to which the judicial
official’s widow or widower would have been entitled
under subparagraph (1)(A) of this subsection, had
such widow or widower survived the judicial official,
divided by the number of children; or
“(i1) $1,860; or
“(il1) $5,580, divided by the number of children;
whichever is smallest.

“(2) An annuity payable to a widow or widower under sub-
paragraphs (1) (A) or (1)(B) of this subsection shall be ter-
minated upon his or her death or remarriage.

“(3) An annuity payable to a child under this subsection shall
terminate:

“(A) if such child is receiving an annuity based upon
his or her status under subparagraph (5)(A) of subsection
(a) of this section, on the last day of the month during which
he or she becomes eighteen years of age;

“(B) if such child is receiving an annuity based upon
his or her status under subparagraph (5) (B) of subsection

; (a) of this section, either (i) on the first day of July
immediately following his or her twenty-second birthday or
(ii) on the f;st day of the month during which he or she ceases
to be a full-time student in accordance with subparagraph
(8)(B) of subsection (a) of this section, whichever occurs
first: Provided, That 1f such child is rendered incapable
of self-support because of a mental or physical disability
incurred while receiving that annuity, that annuity shall not
terminate, but shall continue without interruption and shall
be deemed to have become, as of the date of disability, an
annuity based upon his or her status under clanse (i1) of
subparagraph (5) (C) of subsection (a) of this section;

“{C) 1f such child is receiving an annuity based upon his
or her status under subparagraph (5) (C) of subsection (a)
of this section, on the last day of the month during which
he or she ceaseg to be incapable of self-support because of
mental or physical disability ; or

“(D) on the last day of the month during which such child
dies or marries.

“(4) An annuity payable to a child or children under subpara-
graph (1) (B) of this subsection shall be recomputed and paid as
provided in subparagraph (1){(C) of this subsection upon the
death, but not upon the remarriage, of the widow or widower who
is receiving an annuity under subparagraph (1)(B) of this
subsection.

“(5) In any case in which the annuity of a child is terminated,
the annuity of each remaining child which is based upon the serv-
ice of the same judicial official shall be recomputed and paid as
though the child whose annuity has been terminated had not
survived that judicial official, :

“(1) All questions of dependency and disability arising under this
section shall be determined by the Director of the Administrative
Office of the United States Courts, subject to review only by the Judi-
cial Conference of the United States, and the decision of the Judicial
Conference of the United States shall be final and conclusive. The
Director may order or direct at any time such medical or other exam-
inations as he deems necessary to determine the facts relative to
the nature and degree of disability of any child who is an annuitant,
or an applicant for an annuity, under this section, and may suspend or
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deny any such annuity for failure to submit to any such examination.

“(3) In any case in which a payment under this section is to be
made to a minor, or to a person mentally incompetent or under other
legal disability, as determined by a court of competent jurisdiction,
such payment may be made to the person who is constituted guardian
or other fiduciary of such claimant by the laws of the State of residence
of such claimant, or to any other person who is otherwise legally
vested with the care of the claimant or of the claimant’s estate, and need
not be made directly to such claimant. The Director of the Adminis-
trative Office of the United States Courts may, at his or her discretion,
determine whether such payment is made directly to such claimant or
to such guardian, fiduciary, or other person legally vested with the
care of such claimant or the claimant’s estate. Where no guardian or
other fiduciary of such minor or such person under legal disability has
been appointed under the laws of the State of residence of such
claimant, the Director of the Administrative Office of the United
States Courts shall determine the person who is otherwise legally
vested with the care of the claimant or of the claimant’s estate.

“(k) The years of service rendered by a judicial official which may
be creditable in calculating the amount of an annuity for such judi-
cial official’s widow or widower under subsection (1) of this section
shall include— :

“(1) those years during which such judicial official served in
any of the offices designated in paragraph (1) of subsection (a) of
this section, including in the case of a Justice or judge of the
United States those years during which he or she continued to
hold office following retirement from regular active service under
subsection (b) of section 371 or subsection (a) of section 372 of
this title;

“(2) those years during which such judicial official served as a
Senator, Representative, Delegate, or Resident Commissioner in
Congress, prior to assuming the responsibilities of any of the offi-
ces designated in paragraph (1) of subsection (a) of this section;

“(8) those years during which such judicial official honorably
served on active duty in the Army, Navy, Air Force, Marine
Corps, or Coast Guard of the United States, prior to assuming the
responsibilities of any of the offices designated in paragraph (1)
of subsection (a) of this section: Provided, That those years of
such military service for which credit has been allowed for the

urposes of retirement or retired pay under any other provision of

aw shall not be included as allowable years og such service under
this section ; and

“(4) those years during which such judicial official served as
an ‘employee’, as that term is defined in subsection (1) of section
8331 of title 5, prior to assuming the resgonsibilities of any of the
offices designated in paragraph (1) of subsection (a) of this
section.

For the purposes of this subsection the term ‘years’ shall mean full
years and twelfth parts thereof, excluding from the aggregate any
fractional part of a month which numbers less than fifteen full days
and including, as one full month, any fractional part of a month which
numbers fifteen full days or more. Nothing in this subsection shall be
interpreted as waiving or canceling that reduction in the annuity of a
widow or widower which is required by subsection (d) of this section
due to the failure of a judicial official to make those deposits required
by subsection (d) of this section.

“(1) The annuity of a widow or widower of a judicial official shall
be an amount equal to the sum of—
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“(1) 114 percent of the average annual salary, including retire-
ment salary, which such judicial official received for serving in
any of the offices designated in paragraph (1) of subsection (a)
of this section (i) during those three years of such service in
which his or her annual salary was greatest, or (ii) if such judi-
cial official has so served less than three years, but more than
eighteen months, then during the total period of such service prior
toghis or her death, multiplied by the total of :

“(A) the number of years of creditable service tabulated
in accordance with paragraph (1) of subsection (k) of this
section ; plus .

“(B) the number of years of creditable service tabulated in
accordance with paragraph (2) of subsection (k) of this sec-
tion; plus .

“(C) the number of years of creditable service tabulated in
accordance with paragraph (3) of subsection (k) of this sec-
tion; plus

“(D) the number of years up to, but not exceeding, fifteen
of creditable service tabulated in accordance with paragraph

: (4) of subsection (k) of this section,

us:

“(2) three-fourths of 1 percent of such average annual salary,
multiplied by the number of years of any prior creditable service,
as tabulated in accordance with subsection (k) of this section, not
applied under paragraph (1) of this subsection:

Provided, That Sll(‘i)l annuity shall not exceed 40 percent of such aver-
age annual salary and shall be further reduced in accordance with sub-
section (d) of this section, if applicable.

“(m) Whenever the salary paid for service in one of the offices desig-
nated in paragraph (1) of subsection (a) of this section is increased,
each annuity payable from the ‘“Judicial Survivors’ Annuities Fund’,
which is based, in whole or in part, upon a deceased judicial official
having rendered some portion of his or her final eighteen months of
service in that same office, shall also be increased. The actual amount
of the increase in such an annuity shall be determined by multiply-
ing the amount of the annuity, on the date on which the increase m
salary becomes effective, by 8 percent for each 5 percent by which such
salary has been increased. In the event that such salary is increased by
less than 5 percent, there shall be no increase in such annuity.

“(n) Each annuity authorized under this section shall accrue
monthly and shall be due and payable in monthly installments on the
first business day of the month following the month or other period
for which the annuity shall have accrued. No annuity authorized
under this section shall be assignable, either in law or in equity, or sub-
ject to execution, levy, attachment, garnishment, or other legal process.

“{0) In any case in which a judicial official dies while in office, or
while receiving ‘retirement salary’, and;

“(1) before having completed eighteen months of civilian serv-
ice, computed in accordance with subsection (k) of this section,
during which the salary deductions provided by subsection (b)
of this section or the deposit required by subsection (d) of this
section have actually been made; or

“(2) after having completed eighteen months of civilian serv-
ice, computed in accordance with subsection (k) of this section,
during which all such deductions or deposits have been made, but
without a survivor or survivors who are entitled to receive the
annuity benefits provided by subsection (h) of this section; or
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“(3) the rights of all persons entitled to receive the annuity
benefits provided by subsection (h) of this section terminate
before a valid claim therefor has been established;

the total amount credited to the individual account of that judicial
official, established under subsection (e) of this section, with interest
at 4 percent per annum to December 31, 1947, and at 3 percent per
annum thereafter, compounded on December 31, of each year, to the
date of that judicial oflicial’s death, shall be paid, upon the establish-
ment of a valid claim therefor, to the person or persons surviving at
the date title to the payment arises, in the following order of
precedence:

“First, to the beneficiary or beneficiaries whom that judicial
official may bave designated in a writing received by the Admin-
gstrgﬁive Office of the United States Courts prior to his or her

eath;

“Second, if there be no such beneficiary, to the widow or wid-
ower of such judicial official ;

“Third, if none of the above, to the child or children of such
judicial official and the descendants of any deceased children by
representation;

“Fourth, if none of the above, to the parents of such judicial
official or the survivor of them;

“Fifth, if none of the above, to the duly appointed executor,
executrix, administrator, or administratrix of the estate of such
judicial official;

“Sixth, if none of the above, to such other next of kin of such
judicial official, as may be determined by the Director of the
Administrative Office of the United States Courts to be entitled
to such payment, under the laws of the domicile of such judicial
official, at the time of his or her death.

Such payment shall be a bar to recovery by any other person. For the
purposes of this subsection only, a determination that an individual
is a widow, widower, or child of a judicial official may be made by
the Director of the Administrative Office of the United States Courts
without regard to the definitions of those terms contained in para-
graphs (3), (4), and (52‘ of subsection (a) of this section.

“(p) In any case in which all the annuities which are authorized by
this section and based upon the service of a given official terminate
before the aggregate amount of annuity payments received by the
annuitant or annuitants equals the total amount credited to the indi-
vidual account of such judicial official, established under subsection
(e) of this section with interest at 4 percent per annum to December 31,
1947, and at 8 percent per annum thereafter, compounded on Decem-
ber 31, of each year, to the date of that judicial official’s death, the
difference between such total amount, with such interest, and such
aggregate amount shall be paid, upon establishment of a valid claim
therefor, in the order of precedence prescribed in subsection (o) of
this section. .

“(q) Any accrued annuity benefits remaining unpaid upon the
termination of an annuity, other than by the death of an annuitant,
shall be paid to that annuitant. Any accrued annuity benefits remain-
ing unpaid upon the death of an annnitant shall be paid, upon the
establishment of a valid claim therefor, in the following order of
precedence: . .

“First, to the duly appointed executor, executrix, administrator,
or administratrix of the estate of such annuitant;
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“Second, if there is no such executor, executrix, administrator,
or administratrix, payments shall be made, after the expiration
of sixty days from the date of death of such annuitant, to such
individual or individuals as may appear, in the judgment of the
Director of the Administrative gfﬁce of the United States Courts,
to be legally entitled thereto, and such payment shall be a bar to
recovery by any other individual.

“(r) Nothing contained in this section shall be interpreted to pre-
vent a widow or widower eligible for an annuity under this section
from simultaneously receiving such an annuity while also receiving
any other annuity to which such widow or widower may also be
entitled under any other law without regard to this section : Provided,
That service used in the computation of the annuity conferred by this
section shall not also be credited in computing any such other
annuity.”.

Sze. 8. That on the date upon which this Act becomes effective there
shall be established on the books of the Treasury a fund which shall be
known as “The Judicial Survivors’ Annuities Fund”, and all money
credited to the judicial survivors annuity fund established by section 2
of the Act of August 3, 1956 (T0 Stat. 1021), as amended, shall be
transferred to the credit of the Judicial Survivors’ Annuities Fund
established by this section.

Skc. 4. That on the date upon which this Act becomes effective the
Secretary of the Treasury shall ascertain from the Director of the
Administrative Office of the United States Courts the amount of the
actuarial deficiency in the fund transferred by section 3 of this Act
on the date of that fund’s transfer and, at the earliest time thereafter
at which appropriated funds in that amount shall become available,
the Secretary shall deposit such funds, in a single payment, into the
Judicial Survivors’ Annuities Fund established by section 8 of this
Act. Such funds as are necessary to carry out this section are hereby
authorized to be appropriated.

Sec. 5. That on the date upon which this Act becomes effective each
annuity then being paid to a widow from the judicial survivors
annuity fund established by section 2 of the Act of Aungust 3, 1956
(70 Stat. 1021), as amended, shall be increased by an amount equal to
one-fifth of 1 percent of the amount of such annuity multiplied by
the number of months which have passed since the commencement
of that annuity. For the purposes of this section, any fractional part
of a month which numbers less than fifteen full days shall be excluded
from the computation of the number of months and any fractional
part of a month which numbers fifteen full days or more shall be
mncluded in the computation as one full month. Such funds as are
necessary to carry out this section are authorized to be appropriated
and, upon appropriation, shall be deposited by the Secretary of the
Treasury, in a single payment, to credit of the Judicial Survivors’
Annuities Fund established by section 3 of this Act.

Skc. 6. That the benefits conferred by this Act shall, on the date upon
which this Act becomes effective, immediately become available to any
individual then receiving an annuity under section 2 of the Act of —
August 3, 1956 (70 Stat. 1021), as amended : Provided, That although
the rights of any judicial official electing to come within the purview
of section 876 of title 28, United States Code, on or after the date upon
which this Act becomes effective, shall be determined exclusively under
the provisions of that section as amended by this Act, nothing in this
Act shall be interpreted to cancel, abrogate, or diminish any rights
to which an individual or his or her survivors may be entitled by vir-
tue of that individuals having contributed to the judicial survivors
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annuity fund established by section 2 of the Act of August 3, 1956 (70
Séat. 1021), as amended, before the date upon which this Act becomes
effective.

Skc. 7, That, at any time within one hundred and eighty days after
the date upon which this Act becomes effective, any )ud}i,cia,l official
who has, prior to that date, already participated in the judicial sur-
vivors annuity program created by the Act of August 8, 1956 (70 Stat.
1021), as amended, shall be entitled to revoke his or her earlier election
to participate in that program and thereby completely withdraw from
participation in the judicial survivors’ annuities program created by
this Act : Provided, That (a) any such revocation may be effected only
by means of a writing filed with the Director of the Administrative
Office of the United States Courts, (b) any such writing shall be
deemed to have become effective no sooner than the date upon which
that writing is received by the Director, (¢) upon receipt of such a
writing by the Director, any and all rights to survivorship benefits
for such judicial official’s survivors shall terminate, and all amounts
credited to such judicial official’s individual account, together with
interest at 3 percent per annum, compounded on December 31 of each
year to that date of revocation, shall thereafter be returned to that
judicial official in a lump-sum refund payment, and (d) any judicial
official who effects such a revocation and who subsequently again
becomes eligible and elects to join the judicial survivors annuities pro-
gram created by this Act under the provisions of section 376 of title 28,
United States Code, as amended by this Act, shall be permitted to do
so only upon the redeposit of the full amount of the refund obtained
under this section plus interest at 8 percent per annum, compounded
on December 31 of each year from the date of the revocation until the
date upon which that amount is redeposited. Any judicial official who
fails to effect a revocation in accordance with the right conferred by
this section within one hundred and eighty days after the date upon
which this Act becomes effective shall be deemed to have irrevoca%ly
waived the right to that revocation.

Sgc. 8. That this Act shall become effective on the first day of the
third month following the month in which it is enacted, or on Octo-
ber 1, 1976, whichever occurs last,

Speaker of the House of Representatives.

Vice President of the United States and
President of the Senate.
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