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- FOR RELEPlSE ON DELIVERY . . -6: EXPECTED AT 9:30 AtM, 

STATEMENT OF 

FRIDAY, OCTOBER 28, 1977 _. --. / 

H, La' KRIEGER, DIRECTOR 
FEDERAL PERSONEL i4MD COMPENATION DIVISION 

U.;S, GENERAL ACCOUNTIi\lG OFFICE 
BEFORE THE 

SUECOMMITTEE ON CIVIL SERVICE AND GENEPAL SERVICES 
OF THE COMMITTEE ON GOVERNMENTAL AFFAIRS 

U',S', SENATE 

viENATE RESOLUTIOl 244--A PROPOSED STUDY OF 
MAJOR FEDERAL RETIRENEblT SYSTEMS--AljD TIIREE BILLS 

: AF1,ElDING TITLE 5 OF THE UNITED STATEWODE ., .f 

MR, CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE: 

~.AM PLEASED TO BE HERE TO PRESENT THE GENERAL ACCOUNTING 

OFFICE'S VIEWS ON SENATE RESOLUTION 244, H,'R, 3447, H,R,' 6975, 
AND kk ..3755, i-r--IS--OUR-.UNDERSTANDING THAT'THE PRIMARY - 

CONCERN OF THESE HEARINGS IS SENATE RESOLUTION 244; THEREFORE, 

I HAVE CONFINED MY REMARKS TO THAT RESOLUTION, My STATEMENT, 

HOWEVER> DOES INCLUDE AS ATTACHMENTS LETTERS TO THE CHAIRMAN 

OF THE COMMITTEE ON GOVERNMENTAL AFFAIRS PRESENTING OUR VIEWS 

ON Ha'R, 3447, H,Ra' 6975, AND HsR, 3755, 
rrl~ STRONGLY SUPPORT THE PURPOSE OF SENATE RESOLUTION 244 

WHICH IS TO STUDY THE MAJOR FEDERAL RETIREMENT SYSTEMS, USING 

DYNAMIC ASSUMPTIONS; TO DETERMINE THE EXTENT OF THE PRESENT 

AND FUTURE UNFUNDED LIABILITY OF EACH SYSTEM) THE METHOD OF 

FINANCING EACH SYSTEM, AND THE ACTIONS NECESSARY TO BE TAKEN 
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TO INSURE THE SO&ENCY.OF EACH SYSTEM, THE STUDY IS TO BE 

MADE BY THE SECRETARY OF THE TREASURY, AND A REPORT;' INCLUDING 

RECOMMENDATIONS FOR LEGISLATION, IS REQUIRED TO BE-MADE TO 

THE CONGRESS BY JUNE 30, 197& 

THE SUBCOMMITTEE'S MEMBERS ARE UNDOUBTEDLY AWARE OF GAO’S 

DEEP CONCERN ABOUT FEDERAL RETIREMENT SYSTEMS, BEGINNING IN 

1974, WE HAVE ISSUED A SERIES OF REPORTS COVERING A .NUMBER OF 

ISSUES RELATED TO BASIC POLICIES; FINANCING) ADMINISTRATION, 

AND BENEFITS OF THE VARIOUS RETIREMENT PROGRAMS, OUR LATEST 

REPORTS ENTITLED "FEDERAL RETIREMENT SYSTEMS: UNRECOGNIZED 

COSTS, INADEQUATE FUNDING, INCONSISTENT QENEFITS," ISSUED ON 

AUGUST 3> 1977> REITERATED AN EARLIER RECOMMENDATION FOR 

ESTABLISHMENT OF AN OVERALL POLICY TO GUIDE DEVELOPMENT AND 

IMPROVEMENT OF GOVERNMENT RETIREMENT SYSTEMS, WITHOUT AN 

OVERALL POLICY, THE BENEFIT PROVISIONS AND FUNDING METHODS 

OF THE VARIOUS RETIREMENT SYSTEMS HAVE DEVELOPED ON AN INCON- 

SISTENT BASIS, ' 

As THE RESOLUTION RECOGNIZES, FUNDING OF FEDERAL 

RETIREMENT SYSTEMS REMAINS A SERIOUS AND GROWING PROBLEM 

THAT NEEDS FURTHER ATTENTION, FEDERAL RETIREMENT SYSTEMS' 

FUNDING REQUIREMENTS VARY,, AND IN MOST CASES ARE LESS STRINGE 

THAN THOSE IMPOSED SY LAW ON PRIVATE PENSION PLANS, SOME 

SYSTEMS PROVIDE FOR FULLY FUNDING BENEFIT RIGHTS AS THEY 

ACCRUE, SOME PROVIDE FOR PARTIAL FUNDING; AND SOME ARE 

.NT 
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COMPLETELY UNFUNDED, THE REPORTED UNFUNDED LIABILITIES FOR 

,. THREE MAJOR SYSTEMS HAVE GROWN FROM $157 BILLION IN 1979 TO 

4280 BILLION IN 1976;’ AN INCREASE 0F 79 PERCENT, UNDER 

EXISTING FUNDING PROVISIONS, THE UNFUNDED LIABILITIES WILL 

CONTINUE TO GROW, 
. 

THE CONGRESS IS NOT PING PROVIDED REALISTIC AND CONSIS- 

TENT INFORMATION ON THE COST OF FEDERAL RETIREMENT PROGRAMS, 

THus ITS ABILITY TO MAKE SOUND FISCAL AND LEGISLATIVE DECISIONS 

ON ESTABLISHING, AMENDING, AND FUNDING RETIREMENT AND AGENCY - 

PROGRAMS IS INHIBITED.; THE COOTS AND LIABILITIES OF FEDERAL 

RETIREMENT PROGRAMS ARE MUCH GREATER THAN RECOGNIZED BY CURRENT 

COSTING AND FUNDING PROCEDURES, USUALLY, COSTS ARE DETERMINED 

ON A 'STATI? BASIS WITH LITTLE OR NO CONSIDERATION GIVEN TO 

THE EFFECT OF GENERAL PAY INCREASES AND ANNUITY ADJUSTMENTS ON 

ULTIMATE BENEFIT PAYMENTS, RESULTING IN A CONSIDERABLE UNDER- 

STATEMENT OF BENEFIT COSTS ACCRUING EACH YEAR, FOR THE CIVIL 

SERVICE RETIREMENT SYSTEM ALONE, UNRECOGNIZED RETIREMENT COSTS 

IN 1976 AMOUNTED TO AN ESTIMATED $7 BILLION, IN SOME PROGRAMS, 

NONE OF THE CURRENTLY ACCRUING COST IS RECOGNIZED, 

COSTS NOT COVERED BY EMPLOYEE CONTRIBUTIONS MUST ULTIMATELY 

BE PAID BY THE GOVERNMENT, WHEN RETIREMENT COSTS ARE UNDER- 

STATED, THE COSTS OF GOVERNMENT OPERATIONS AND AGENCY PROGRAMS 

ARE ALSO UNDERSTATED, ONE SIDE EFFECT OF THE UNDERALLOCATION 

OF RETIREMENT COSTS TO AGENCY OPERATIONS IS THE UNRECOGNIZED 

SUBSIDY THAT ACCRUES TO GOVERNMENT ORGANIZATIONS WHOSE PROGRAMS 
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ARE REQUIRED BY LAW TO BE FINANCED BY THE USERS OF THEIR 

SERVICES, UNDERSTATEMENT OF RETIREMENT COSTS MAY ALSO RESULT 
. 

IN A TENDENCY TO ADOPT BENEFITS WHICH COULD JEOPARDIZE THE 

AFFORDABILITY OF THE RETIREMENT SYSTEMS,, 

THE CONGRESS, EMPLOYEES, AND THE TAXPAYERS SHOULD NOT BE 

MISLED BY UNREAL&TIC ESTIMATES OF RETIREMENT COSTS, OUR 

AUGUST 1977 REPORT RECOMMENDED THAT THE CONGRESS ENACT LEGIS- 

LATION REQUIRING THE COSTS ACCRUING UNDER ALL FEDERAL RETIRE- 

MENT SYSTEMS TO BE RECOGNIZED AND FUNDED ON A DYNAMIC BASIS 

WITH FULL CONSIDERATION OF THE EFFECT OF PAy AND ANNUITY 

INCREASES ON FUTURE BENEFIT PAYMENTS, klE FURTHER RECOMMENDED 

THAT THE DIFFERENCE BETWEEN THE DYNAMIC COSTS AND EMPLOYEE 

CONTRIBUTIONS BE CHARGED TO AGENCY OPERATIONS, 

THE RESOLUTION LISTS 11 SYSTEMS TO BE COVERED BY THE 

STUDY INCLUDING 7 FEDERAL STAFF RETIREMENT SYSTEMS FOR CIVILIAN 

AND MILITARY PERSONNEL, 3 DISTRICT OF COLUMBIA RETIREMENT 

SYSTEMS, AND SOCIAL SECURITY, THE SYSTEMS ARE DESCRIBED AS 

94AJoR FEDERAL RETIREMENT SYSTEMS," SOCIAL SECURITY IS NOT 

A RETIREMENT SYSTEM FOR FEDERAL PERSONNEL AND, IN OUR OPINION 

SHOULD NOT NECESSARILY BE CONSIDERED IN THE SAME CONTEXT AS 

FEDERAL STAFF RETIREMENT PROGRAMS, IN FACT, MOST FEDERAL 

CIVILIAN EMPLOYEES ARE PRECLUDED BY LAW FROM PARTICIPATING 

IN SOCIAL SECURITY THROUGH THEIR FEDERAL EMPLOYMENT, SIMILARLY, 

SOME FEDERAL EMPLOYEES PARTICIPATE IN THE DISTRICT OF COLUMBIA 

RETIREMENT SYSTEMS; HOWEVER, THE SYSTEMS ARE GENERALLY LIMITED 



TO CERTAIN DISTRICT PERSONNEL, UNDER NHoME-RULE,: THE DISTRICT 

HAS PRIMARY AUTHORITY OVER THE MANAGEMENT 6F ITS RETIREMENT 

PROGRAMS, 

!E WOULD ALSO POINT OUT THAT THE GOVERNMENT OPERATES FIVE 

OTHER RETIREMENT SYSTEMS FOR ITS PERSONNEL IN ADDITION TO THE 

SEVEN SYSTEMS LISTED IN THE RESOLUTION', THESE ARE (I> CENTRAL 

INTELLIGENCE AGENCY,' (2) PRESIDENT, (3) DIRECTOR OF-THE 

ADMINISTRATIVE OFFICE OF THE US, COURTS, (4) DIRECTOR OF THE 
. . 

FEDERAL JUDICIAL CENTER, AND (5) COMPTROLLER GENERAL, ALTHOUGH 

MosT 0F THESE SYSTEMS ARE SMALL, You MAY WISH TO ADD .THEsE 

SYSTEMS TO THE SCOPE OF THE STUDY AND THEREBY COVER ALL RETIRE- 

MENT SYSTEMS FOR FEDERAL PERSONNEL, 

THIS CONCLUDES MY STATEMENT, FOR, CHAIRMAN] AND I AND MY 

COLLEAGUES WILL BE PLEASED TO ANSWER QUESTIONS, 
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COMPTROLLER GENERAL OF THE UNITED STA7-ES 

WASHlNGTON. D.C. tow4 

. 

TkEkmxableAbrahamRibicoff . 
. chL3umm,coAnli#eeon 

mtal Affairs 
united states senate 

Your letter of August 25, 1977, asked for our views regarding the 
provisions of-&R, 6975 and-aqmmmmda 
possible crami- action. 

tions~mayhaveconcerning 
H-R. 6975 is to amand title 5, United States 

Ccde,toprovidethatfiearing CZXZ&EX~ shallbeknownasAdmi@krative 
LawJudges @LJs),andto inmeasethenurrberof such~sitionswhich 

. the Civil. 5iamice Ccmissim my establish and place at GS-16 of the 
fzezral+5ilhedliLe. 

Changingthetitlefranhearing examinertoMmin.istrativeLa~ 
Judgewxldfoxmlize in statutetheA&ninistrative title change 
px-omlgatedbythe Comnission in August 1972. The bill muld also 
raise the .statutory limit on G5-16 ALJ positions fmn 240 to 340, 
thereby authorizing100 additional GS-16ALI~sitions. The actual 
netincr~seinGS-ltiFZ7~ositionswill~only 60 since atpresent 
theccannissionhas allocated 40 G-16 positions WxntheGovarment- 
wide "supzqrade pcol." If the bill is enact& the Comnission will 
be able 'cr, return the 40 "tirrmed" positions to the ml. The 
(Ym-missionhas indicatadthatthe 60 remainingpositions will be 
allccatsdLnthosesituati0nswhe.m theneedforaddition.alGS-16 
positions is clearly established. 

TkkeHousePostOf.fioeandCixil ServiceCmni&e irka thZt 
ttrecomnissiontobe "tightfisted" tithregaxd to reviewing axd 
placingthese~sitions, ThecOrtrnitteedoes mtinterd for this bill 
to be a carte blanche for the 0omission to imediately create 100 nex 
65-16 hearing~,norgivegradeincreasesto1OO~ing 
ders. TheComitteebelievfestksepxitionswi.llgive~~ 
Wssionthe fkxi.biXtytomanagethe~lketter, and, as nm 
agencies arecreatedor agencies suffer severe case backlogs ornew 
respmsibilities, provideaimthcdto get the-le to eliminate 
theproblems athand. RLkwer,the~ttee~tstheComnission 
to fo~~#eproFerQ-iteriaincleating~GS-l6ALSFositions, 
Thesecriteria are: 
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E-l.30503 
m-77-74 . . 

I, 

2. 

3. 

4. 

Nmbermdcx@~tyofcasesassicjnef3hearing 
- are haIdling. d--' . - 

useofmlqw~Gs-15he&nge2GmIin~s. 

sll&ngofhezing~ by agencies. 

doesmtreceiveregulars~-g~ 
nmb2rar!~carplexityofcasesassign2d 
hearing exam&Es, 

. 

does not irde~&nUy verify agency nee3.s for w 
additional.AIJs, 

. 
has133tactivd.ycx3cxuage3 agznciesrmrhaveagencie~ 
~aggressiveineliminatingrmprcduz-tiveGS-16 
rnrrrfwrsofthehearing~scorps, 

afMition,theCmnissionduesmtmkepersonnelmnag~t 
emluationsofAWop2ratian.s. Evaluationsmuldpmvide infomtim 
an~~f~~lyALJ'~areusedbytheagencies, 
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COMPTROLLER GENERAL OF THE UNITED STATES 

ibicoff % The Honorable Abraham R 
$ Chairman, Committee on 
s- Governmental ’ Affai rs * 2 3. United States Senate 
‘: 
,i -z I.r Dear Mr. Chai t-man: 
k Li !I * 

By letters dated August 23, 1977, you requested our comments on 
S. 1559 and H.R. 3755, identical bills “To provide for the reinstatement 
of civil service retirement survivor annuities for certain widows and 

. widoviers -whose remarriages occurred before July 18, 1965, and for other 
purposes. ” 

mx 26 1977 

‘By an amendment of July 78, 1966, to the Civil Service Retirement 
Act (5 U.S.C. 8341), widows and widowers age 60 and over who remarry 
continue to receive their survivor annuities. !Gdows and widowers who 
remarry before age 60 lose their survivor benefits. Ho:.ieve r , if their 
remarriage occurred on or after juiy ib, 1966, their survivor annuities 
are restored upon termination of the remarriage. Prior to the amendment, 
al I survivor annuity payments ceased upon remarriage, regardless of age, 
and could not be restored. 

S. 1559 and H.R. 3755 propose to extend the rights provid2d by the 
amendment to widows and widowers of former employees who were r2married 
before July 18, 7966. 

i 

b/e have no basis upon rqhich to comment on the merits of the proposed 
legislation. Me would point out, however, that retirerent system liberali- 
zations’ and improvements , such as the July i966 arrendment, as !:Iell as 
benefit reductions have traditionally been made to apply prospectively 
only. S. 1559 and H.R. 3755 would, in effect, be a retroactive application 
of a retirement change which might establish an undesirable precedent for 
future consideration. 

b 
It is our. understanding that the number of individuals who would be 

i 

affected by these bills is unknown. The Civi 1 Service Comzi ssion estimates 
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that, if 3,500 persons are involved, enactment of either bill would 
increase the unfunded liability of the civil service retirement system 
by about $47 nillion. 
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COMPTROLLER GENERAL. OF THE UNITED 

WASHINGTON. D.C 20548 

B-83477 . 
FPC-77-70 

. 
OCT 2 6 1,077 

The Honorable Abraham Ribicoff 
Chairman, Committee on 

Governmental Affairs 
United States Senate 

. . 

Dear Mr. Chairman: 0 

You; letter dated August 23, 147j, requestgd our comments on H.R. 
3447, a bill which proposes to amend certain survivorship provisions of 
'the civil service retirement system. 

Existing law (5 U.S.C. 8339(j)) provides that a married annuitant 
,receiving a reduced annuity because of the survivor benefits 'election, 
.will have his/her fufl-annuity restored upon termination of the marriage. 
Should the annuitant remarry; the annuity is automatically reduced the 
first month after remarriage by the same reductions that Kere in effect 
at the time of retirement and the new spouse becomes eligible for survivor. 
benefits. If an annuitant is .not'married at the time nf retirement and 
later becomes married, the law (5 U.S.C. 8339(kj(2)) provides that he/she 
may elect survivor-ship coverage within 1 year after marriage. The 
retiree's annuity is then reduced.the first month after the election is 
.made, regardless of when married. 

H.R. 3447 proposes 'to give an annuitant who remarries, and who had 
elected survivor benefits for his/her previous spouse, 1 year in :ktich 
to elect survivorship benefits for the nel;r spouse. Under the bill, the 
annuity would not,be subject to a reduction until th2 end of 1 year 
after such remarriage. The bill also proposes that an annuitant who was 
unmarried at the time of retirement, but I;'ho later marries and elects 
survivor benefits, wiil not be subject to an annuity reduction until the 
end of 1 year after such marriage. 

At the time of retirement.an employee has the option of electing 
survivorship benefits for his/her spouse. Ne believe it is reasonable, 
as proposed by H.R. 3447, to allow the same option of electing survivor 
benefits for any nek s?cuse acquired after retirement. 1a!e do, hol;:ever, 
question the provision ?/hich allows the annuitant to continue receiliing 
full annuity for I year after remarriage. An employee electing survivor 
benefits at the time of retirement is subject to an immediate annuity 
reduction, therefore, it seems more equitable that an annuitant electing 



survivorship coverage after retirement be subject to annuity reductions 
from the-date of remarriage. 

Under current law (5 U.S.C. 8339(k)(l)) an unmarried employee at the 
time of retirement may elect a reduced annuity in order to provide survi- 
vorship ben efits to an individual Gth an insurable 'interest. The law, 
however, does not provide for restoration of that annuity should the 
individual with the insurable interest predecease the annuitant. 

H-R. 3447 proposes to restore the full annuity to unmarried annui- 
tants electing survivorship coverag, 3 in cases where the individual with 
the insurable interest predeceases the annuitant. Xe fully support this 
proposed change because we believ e it is reasonable and equitab.le to put 
unmarried annuitants on a par Gth married annuitants. 

The Civil Service Commission estimates that if H.R. 3447 were enacted, . 
it would decrease the unfunded liability of the civil service retirement 
system by about $53 million. If annuitants electing survivor benefits 
after retirement were not given the 7 year grace period before annuity 

. reductions, the unfundeg liability of the retirement fund would be further 
reduced. 

Sincjqely yours, 
. 

of the United States 

, 
5 
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