
i;fTUARIAL VALUATI(lli 

it
' rescribed by Chapter 36, the 

In accordance Hith the author ~ P 
t ial valuation of the system as of 

actuary has completed an ac uar 
the close of the year under revieNo The report of the actuary, 

~esults of the valuation, is presented as a part of 
shoHing the _ 

this annual report, 

LEGISLATION 

An amendment ,.;as made during the year to the Act relating to the 

Employees' Retirement System affecting the rights and benefits 

of members of the General Assembly, A special formula was pre

scribed for these members providin~ larger benefits and the rate 

of contribution to be made by the members Has considerably in-

creased, 

The amendment, approved March 25, 1960, provides that any person 

who has served as a member of the Gene ral Ass embly Hould be 

eligible, at the age _of 60 years, for a service retirement alloH

ance amounting to ~~1,000,00 per year for service of 10 years, in

creased ()100,00 per year for each year of service as a member of 

the General Assembly above 10 years up to a maximum of 1~2 ,000,00 

per year .. 
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Such retirement allowance is to be reduced by any allowance or 

payment on account of salary to which such person may be entitled 

from the state. If such person reenters state service in any 

other capacity and renders at least 2 years of service, he may 

elect the retirement allowance described above or the service 

retirement all01•1ance provided by the formula applicable to other 

members of the system. 

The rate of contribution on the part of a member of the General 

Assembly from and after July 1 1 1960 was increased from 5~; to 

10% of salary. 

The amendment was also construed to apply to former members of 

the General Assembly Hho established membership in the Employees' 

Retirement System. 

RECOfiT•!....:NDA~ 

Chapter 36 further provides that the annual report of the Retire

ment Board 11 shall also embody such other data as may be of use in 

the advancement of knowledge concerning state employee pensions 

and any recommendations of the board for chanGe s in the laws per-

taining to the system. 11 

No recommendations for changes in the retirement act are presented 

in this report. In the opinion of the Board, the benefits and 



,_ n co""'par'e favorably Hi th those 
f the sys ... e ' 1 

·t ~ lo~ees and public school teache~. 
e.pplicab_e to State govern.'11e.. eL ,, ··~ 

f 
. "ederal social security coverar;e has been made 

o c~ne~ Sta~es. 1 

ava~la~~a tc s-~te anployees on an optional basis. The State or 

Thode Is-a.:::i :"laS ·..:nderte.ken an additional obligation for that 

purpose o:: ::.nc~easing a:-lounts under the graduated rate schedule 

p~escribed b- the Social Security Act. 

The report of the actuary shows that the unfunded accrued liabil

ity o:: the system at June 30, 1960, chargeable to the State, 

amounted to J;.2,120,210.00 and to the cities and toHns 

l9,862,8ll,OO, '='his liability is constantly increasing due, in 

some ~easure, to the deferred method of financing the obligations 

of the system. ~he liability constitutes an actual indebtedness 

for the pension credits earned by the members during prior years, 

The liability vrill have to be discharged in future years by 

steadily increasing contributions by the State and the Cities 

and Towns , 

The Board, therefore ' recommends t he disapproval of all proposals 

s or enefi t s under the calling for l i beralization of the right b 

existing plan of operation, Such proposals mus t be r e jected if 

the imposition of additional obligations over and above the 

sizeable obligations already create d is to be avoided, 

The Board is constantly directing its eff t 
tenanee ot 11 .or s toward the main-

po cies that will insure t he operation of the system 

-15-

in the most effective and efficient manner consi::Jtent Hith under

lying principles and in accord with high ntand'.rds. 

JOSEPH B. LE\rJIS 
Secretary 

Retirement Board, 
Employees' Retirement System of 

the State of Rhode Island, 

RAYHOND H. HAvJKSLEY, Chairman 

JOSEl'H H. BOISVERT 

JOHN G. NcHI:;ENEY 

JOHN J. \r.JRENif 

CHA~L.:..,s A. KILVERT 

LOUIS V~ JACKVONY, JR. 

MICHAEL F. V!ALSH 

JANES E. CONLON 

CHAhL1S H. HILL 



"'HE ACTUARY 

The retire;"'1ent plan as presently constituted is well -balanced . 
It provides an adequate measure of security for the employees 

A large obligation has also been i mposed on the 

and teachers. 
State under the present retirement on account of s ocial 

s ecur-

Further liberalizinr. h u c anges 
ity coverage ~or State employees. 

may prove damaging to an effective pension policy cons i s tent 

with reasonable standards and within the financial ability of 

the State and the cities and towns to meet ultimate costs. 

rlembership has continue d it s upward trend both as to state em-

ployee s and teache rs. ~he numb f 1 
- er o ma e t eacher members has 

aga in shoHn an inc rease a s a propor t l' on f th 
o e total number of 

teachers participat ing in t he sys t em. 

A large incre a se occurred in the numb f · 
er o retl rements among 

state emp~oyees. Th e number of retired b mem ers i n c r e ase d 26%. 

The i ncrease in the retirants amonrr t b eachers was only 10%• 

e flnancial condition of t he A further improvement occurred in th . 

system. This is illustrated by t he t rend i th b n e amount of mam-

ers' contribution credits and the 0 t on ingent 
laet three years. reserves for the 
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1958 
1')60 

Cont r ibution credits: 

stat e employees 8 , 440,JJ6 . 00 7 , 005 , 794o00 

Teachers 

Contingent reserve: 

s t ate employees 

Teachers 
6 , 04J,l68 . 00 

5 ,120 , 666 . 00 4 ,276 , 586. 00 

STATI STI CAL DATA 

statistics r equire d f or t h is re port were compile d by the office 

staff under the direction of Jose ph B. Lewis, Secretary, and 

sup plied to us i n exce l l ent form• Detailed t ables reflecting 

these statistics are pres ented in the ap pendix. A summary of 

these statistics is as follows: 

·----------~S~t;a~t~e~Flo.~y;e;e;s ______ _ 

Mal e 
Female 

Number of members 
5,523 

3,678 

Proport i on of t otal 
6o.o% 40.o% 

Annua l s a l a r ies 
·;?22 , 301,605 .oo 

$12 ,442,090.00 

~ .. 4,038 . 00 
03,383.00 

Average s a l a r y 
46 .2 43·3 

Average a ge 

Averag e tot al se r vi c e 
7· 8 

7#2 



?ropo~t~ ~ c: t tal 

r.'lera;e !l;e 

-1 -

10,220,936.00 

,s' 123 .oo 

39..8 

~22, 749 ,94o.oo 

C5,o86.oo 

44 .. 2 

13.7 
Avera~e ~o~al se~vice 

liembers Hith ?rior ServicJ/ 

·umber of members 

Proportior- of total 

Annual salaries 

Average salary 

Average prior service 

Number of members 

Proportion of total 

Annual salaries 

Average salary 

Average prior service 

state employees 

Nale Female 

389 204 

6S.6~ 34.4% 

\?2, 229,9 39 .oo $963,397.00 

·, 51732.00 ~~4, 723 .oo 

6.7 5.8 

Teacher members 

648 

2) .1% 

;14, 156,859 .oo 

:,;6 ,415 .oo 

12.5 

1,.932 

74.9% 

~~ll,423, 968.00 

(~5, 913 .oo 

1/ Service prior to July 1, 1936 in th 
and July 1, 1949 in the case of t e case of Sta~e employees, 

eacher members, 
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The benefit and contribution provisions forminG the basis of 

this report are summarized in the appendix. 
The valuation of 

the reserves and liabilities 1.ras made according to the rates of 

mortality and separation established by our previous survey of 

the operating experience of the system completed as of June 30, 

1959. The rate of interest assumed in this valuation was 3% 

per annum. 

An actuarial valuation of a retirement system is undertaken for 

the purpose of establishing the truo financial co ndition of the 

system. The liabilities for the several benefit obligations to 

the participating members, both accrued and prospective, are de-

termined by the application of actuarial formulas and procedure. 

In the calculation of these liabilities, the principles applied 

are similar to those used in life insurance practice. A deter

mination is made of the reserves required to meet the obligations 

as they mature, The factors of mortality and interest are basic 

in such a determination. 

The valuation of a retirement system involves such basic factors 

as turnover in employment, ages at retirement, rates of salary 

at the time the benefits become payable and rates of disability. 

It is the function of the actuary to properly appraise and eval

uate the effect of these factors in the operation of the system. 

\rJith the use of certain techniques, rates reflecting these factors 



or.st experienc e , and use d ,1 up n , . 
. "S"-1. e::ers~ 

are fo rmu::.a:e · ' - ·· ' v operations. A fore c ast or 
cf future 

~ 8 course 
in f orecastil.; ·' a proper evaluation or 

da·~o'lcal to . fo.,.,e is fun ,.v• 
t he future , -ne_e - ' i ment system. 

. , 'it~o,..,ofaretre , 
the fi::c.:: c_a.t co:1c~ - •· 

experience, completed as d turnover 
A sur'\'e- o~ :::e ~orta_ ity an f t 

~9 orovided rates o 
f death and rates o urnover 

of .Ju."le 30' 1 > ' • · t rat es Hi th appro prJ. a e 
"aluations . These ' f or l:Se i:l :.'uture , 

t'ng experi ence f or the pas t 
modi fi cations reflecting the opera 1 

1. ty amonG the active member s 
d in Measuring marta 1 

year, \·:ere us~ 

. 'enos among the members. 
and t h __ e turnover exper1 

and retira11t s, 
1 s and teachers, with 

Separat e rat es Her e used fo r St ate amp oyee 

f le indivi duals to give a further separation bet•reen male and ema 

].. n physiological condi tions and employment effect t o di ffe rences 

fac t ors. 

Earnings on i nve stment s have be en in a steady up~1ard trend. The 

established i nve st ment authority fo r the system and a broadening 

of the investment policy during recent years should r esult in 

average interest earnings over the long term above 3% per year 

under varying cyclical economic conditions. A 3% interest rate, 

hm·rever, has been assumed in this valuation as a conservative 

measure. 

Any variations in future experience from the 
assumed standards 

<rill be adjusted by a future revision of th 
e basic factors. 

Since the financial condition of the 
system is 

reappraised each 
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f ture balance 
actuarial valuation, u f the annual 

Year by rneans 0 It t 
. J.'ons and chanbes. mus 

f t to those rev1s sheets will _ive ef ec 
f the long-term character 

that becO.'tse 0 
be considered, hovlSVer, must be based 

of pension obligations, a t Of future trends forecas 

f ti Short for an extended period o me. 
upon operating experience 

terrn fluctuations and transitory 
factors cannot be permitted to 

. assumptions or conclusions. influence the basJ.c 

ACCRUED LIABILITY 

. t f pension credits earned by the The accrued liability consJ.s s o 

h have left service with ve s t ed members in service, and those w o 

rights, as of the date of valuation. The amount of this l i ab il-

ity is .,;65,995,385.60 .. Of this amount, the members are obligated 

for ~cll,404,)72.l2, and the State and cities and towns i n t h e 

amount of ,·54,590,813.48. 

The liability for future refunds to those members Hho may l eave 

ser vi ce befo re ac quiring vested right s was e s tablish ed a t 

The liability on account of membe rs who are on retirement which 

includes prospective beneficia rie s is 028, 033, 867.00. 

The sum of these three items amounting to 0102, 909,799.60 con

stitutes the total accrued liability . To meet this lia bilit y , 

the system has accumulated assets tot a lling ~:?40 ,926, 778. 60 . The 



differ'S 1' 
_, 

ne ;:v, 

~ -'---

resei ts the unfunded ctcc:ruect 1 ia .. 

:'he ::.iabi_:.:y fo:- ret:rene:1t annuities on account of service to 

be re~dered by :te nsmbers after June 30, 1960, to the dates When 

t'!:!ese a_·
1
nuities Hil::. probably mature, has been established at 

~ 302, 1 00 :his is the present value,at that date,of such 
)7, ,~-~· • -

~ut~re ser<ice pension credits. 

., t!-J.e cor.p~i;ac;ion of this liability, assumptions were made as 

to the probable periods of future service, the credits to be re-

leased b~ deaths and separations from servic e, future salary 

rates a..'1d the aGe S at which the credits may mature. These assump-

tions uere based upon past experi ence, current operating factors 

and estimated future trends, 

To meet the foregoing liability, the members will contribute to 

the system during their future service, assuming the present 

rates of contribution maintain and the foregoing factors prevail 

accordinG to assumptions, the amount of ~14 39 . ~ , 0,990,00, leav1ng 

a remainder to be provided from empl oyer contributions (the State 

and the cities and towns) of ~22 911 121. ' ' ...,.oo, These constitute 

discounted amounts being the present val ue, as of June 30, 1960, 
of such future contributions for the 

assumed periods of service, 
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VALUATIO!I BALidfCE SHEET 

A retirement system is considered to be in sound financial con

dition from the technical standpoint Hhen it has assets equal to 

the difference between (l) the total of all accrued and prospec

tive liabilities, and (2) the present value of future contribu

tions to be received by the system. This is knovm as the actu-

arial reserve. The actuarial reserve may also be defined as the 

assets on hand in the system equal to all accrued liabilities at 

the balance sheet date • 

The Valuation Balance Sheet shoHinc the results of the valuation 

made as of June 30, 1960 is presented in the following paGes. 



._!;,. ... 

t system of the 
~"' o ·ees' Retirer:on d 
-•·::-- . s.-a:e of :\.~ode Isla.!L---

SH: • .:·-T _ JUNE 30, 1960 

Liabilities and Reserves 
sta&e~ent of ~ssets, 

Cash 

Invest!"ients 
Bonds (at par value 

Stocks (at cost) 

JEFERR5D ASSE'lS: 

f'29 ,584, soo,oo 
10.381,060,88 

Future service pension credits on 
account of service subsequent to 
July 1, 1960 -

State enployees -
i·iembers 
State of Rhode Island 

Teachers -
Hembers 
State of Rhode Island 
Cities and ToHns 

UNFUHDED ACCRUED LIABILITY -

Due from employers for unfunded 
accrued pension credits -

State of Rhode Island 

Cities and Tovms (see foot
note) 

TOTAL ASSETS 

(? 6,433,021,00 
ll,409 ,u8.00 

7;957, 969,00 
5, 751,003.00 

__2.LZ2l, 003 .00 

~" 4 1/ 2,120, 210 .po 

l9,862,8ll.OO 

96l,n7•.72 

39,96),560,88 

37 ,302,ll4o00 

611983 1021.00 

~14l,2l.l,91J,60 

~: Under the lavl governine; the syste t 
or the State share equally the cost of tm' he cities and towns eacherst pensions, 
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Ernployees' 'letirenont ..,yster>: o" :ne 

State of Rhode Island 

VALUATI01T BALAl~CE SHiET _ JUNE JO, ::_960 

Statement of Assets, Liabilities and .ieserves 

LIABILITIE-S AND RES...,.~VSS 

CURRENT LIABILITIES: -----
None 

RESERVE FOR MEr.'IBER CONTRIBUTIONS 

state Em£1ovees -

.~ 4,286,479.69 
For service retirement and 
disability annuities 

For future refunds 610781166,00 ~~10,364,645.69 

Teacher Members -
For service-r6tirement and 
disability annuities 

For future refunds 

7,044,401 .. 22 
21802,381.00 

].§.§ERVE FOR ENPLOYER COJITTRIBUTIONS 
For service retirement and disabil
ity annuities on active members -

Stili~lovees 

~erMem~ 

RETI RE~IENT AND BENEFITS RESERVE 

State Employees -
Service retirement 
Disability 
Beneficiary 

Teacher Members -
Service retirement 
Disability 
Beneficiary 

FUTURE SERVICE LIABILl!X 

Present value of future service 
pension credits -

State employees 

Teacher members 

,( 7 , 887 , 781.00 
376,121.00 
236,6.1£&Q 

;?18,675, 861.00 
857,488.00 

.,?17,892,781.00 

_12.,. 4091333 .oo 

TOTAL LIABILITIES AND RESERVES 

9,846,782.22 

18,762,931.42 

35,901,573·27 

8,500,518.00 

19,533,349.00 

37 ,302,ll4.00 

f.i l 41 , 2ll, 913·60 

---



In our pi. .:.or:, the ace r;ps.nyin. ·ra.luation Balance Sheet co:r:rectl~ 
p:-ese::~ s :; .e ccr.d.iti :1 of the 3rJployees 

1 
netirement System of t 

he 

s-::a:e o: ::-: .. o.:e =:sland at .Jane 30, 1960, zivinG effect to all 

acc:'uec _iab:_i::es a. d act~arial reserve requirements for the 

seve~a~ ~~~ui:;ies and benefits under the applicable law in eff 

at suer.. cate. 

February 23, 1961 

A. A. Heinberg 
Actuary 

ect 

/ 
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FINANCIAL STAJ:'wiLllTS 

Reproduced from the ~aport of Examination 

and Supplementary ~ate by Ernst 

Accountants and Auditors, dated 

September 7, 1960 



cash 

:::r.vestr:e:1-;;s 

o V E S 
RES~::.------

?ension Increases 
Reserve ~ :~ Special 

Reserve for Cer~ai~ Employee 
Pensioners: 

State 3rnployees 

Teachers 
Ot' er Funds Reserve for Amounts Due to n 

1~nuity Savings Reserve: 

Stf>.te :Smployees 

Teachers 

Contingent Reserve: 

State Employees 

Teachers 

Total Reserves 

$ 961.217.72 

39,965,560.88 

$40,926, 778.6o 

$ 41,326.69 

65,440.72 

0.)2 

8,250. 17 

10,364,645.69 

9,846,782.22 

14,557,164.81 

6,043,167. 98 

~40,926,778.60 
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Emplove~sr Retirement 3Jst ~of •he 
St te of Rhode Island 

Statement of Cash RFc8ipts and D~ bursements 
Fiscal YeDr Bnded June 30, 1960 

July 1, 1959 cash Balnnce, 

Receip~: -Members Contributions 
state Ewployees 
Teachers 

state Contributions 
state Employees 
Teachers 
Special Pension Increases 

Cities and Towns Contributions 
Teachers 

Income on Investments 
Premiums or Discounts - Invest-

ments Purchased 
Investments Matured or Sold 
Net Gains on Sales of Investments 
Refunds of Benefits 
Sundry 

Total Receipts 

Total Available 

Disbursements: 

Refunds of Contributions 
State Employees 
Teachers 

Benefits Paid - State Employees 
Monthly Retirement Allowances 
Ordinary Death Benefits 
Death Retirement Allowances 
Special Pension Increases 

Benefits Paid - Teachers 
Monthly Retirement Allowances 
Ordinary Death Benefits 
Death Retirement Allowances 

Purchase of Investments 
Accrued Inter est on Investments 
Premiums on Inve stments 
Commissions, Postage & Insurance 

Investments & Sundries 
Discounts on Inve stments Sold 
Inter-Fund Transfer 

Total Disbursements 

$ 1, 673,898.20 
1,839,333.39 

1,817,1r84.oo 
l,008,2t:;O,OO 

28,200,00 

1,112,686. 71 
1,419,430.85 

119,315.S3 
9,348,2lc),OO 

14,285.00 
1,622.19 
1,Lt63.40 

$ 433,798. 16 
200,864.33 

793 , 251.15 
130,846.30 

23 , 957 . 43 
18,337.12 

1, 8 69 , 53 S'. 36 
42,400.00 
25,Sl3.80 

14,289,373.75 
28 ,034.42 
79,702.5'0 

805.23 
98,034.56 
1,422.09 

Cash Balance June 30, 1960 

612,909.65 

18,384,184.27 

$18,997, 093 .92 

18,035,876.20 

$ 961,217.72 



Jesc!'int: n 
, . a· 

~nited s:ates of .~er~c . 
~art. 0 ~ -~debtednes~ 
";:reasury 3::..1s 
:""'',.eos~~·, .. ,..,- -·o...,.es 
3;e;s.:;~ :·ctes 
Sav:~£S 3o~ds, Series B 
":reasUry Bonds 
?reasW'] Bonds 
':reasury Bonds 
':'reasury Bonds 
Treasury Bonds 
':'reasary Bonds 
':'reasury Bonds 
':'reasury Bonds 
Treasury Bonds 

4-7/8~ 
Discount 
s 
1-1/2 
2-304 
2·1t.2 
2-1'/.2 
2-1'/.2 
2-1'/.2 
2-1'/.2 
2-1/2 
2-1/2 
2-1'/.2 
2-1'/.2 
3-1/4 

svstett of the 
Island 

£!_aturities 

2/15/61 
?'/.15/60 
8/15/64 
4/ 1/65 
4/ 1/80 

11/15/61 
12/ 1/68-63 
12/1)/68-63 
12/15/69-64 
3/15/70-65 
3/15/71-66 
6/.15/72-67 
9/15/72-67 

12/15/72-67 
6/15/83-78 

Treasury Bonds 
O:O';'AL UNITED STATES OF AMERICA 

The Twelve Federal Land Banks: 

Consolidated Federal Farm 
Loan 

International Bank for 
Reconstruction and De
velopment: 

Bonds 
Bonds 

4-1/2 

3-1/2 
4-l/4 

4/20/64 

10/15/71 
1/15/79 

TOTAL I NTERNATIONAL BANK FOR RE
CONSTRUCTION AND DEVELOnmNT 

-continued-

Par Value (B 
or Cost (St 0 11Qs) 

~ 
,1 537,ooo 

l,30'J,ooo 
2oo,oo0 
65o,ooo 

2,3oo,ooo 
3oo ,ooo 
100 ;ooo 

2,750,000 
1oo,ooo 
l95,ooo 

· 25o ;ooo 
2,55o,ooo 

97,500 
700,000 

1 2825 2000 

$13,854,500 

$ 250,000 

~~ 400,000 
100 2000 

~~ 5oo,ooo 
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Rate a.urit e.s 
~ar Value (Bonds} 

]22scription or Cost (Stocks) 

f Rhode Island: 
statek~tone Valley Sewer 
~i:~rict Loan of 1952: 2-l/c{. 5/ l/86 

serieS B 
-, 50,000 

series C 2-3/4 8/ l/83 120 ,ooo 
SerieS D 4 9/ 1/75 100,000 

Highway Improvement 
Loan of 1955: 3-l/4 3/ l/84 50,000 

serieS A 
serieS B 3-1/4 3/ l/85 100,000 

Penal and Charitable 
4 3/ l/77 10,000 

Institutions . . 
state Office Bulldlng -

4 6/ l/77 12,000 
Registered 
Third courtho~se Loan 4 3/20/81 22,000 
Washington Br~dge Loan 4 5/ l/77 6 2000 

TOTAL STATE OF R.BO )E ISLAND 470,000 

Municip;alities: 
City of Central Falls: 
Refunding 2-3/4 6/ l/66-67 $13;000 
Refunding 2.90 6/ l/73-74 7,000 
Refunding 3.90 8/ l/71 35;000 

School 2-l/4 7/ l/68 _10 2000 ~; 65,000 

City of Cranston: 
Construction and 

Equipment l-3/1-t- 7/ l/63 ~i lO ,000 
School, Series A 2-1/2 6/ l/76 45;000 
School, Series E 2.70 2/15/78-79 68,000 
School, Series C 2.90 ll/15/76-78 70,000 
School, Series B 3.60 7/ l/69-76 65,000 
Sewerage, Series E 1-3/4 10/ l/80-81 5;000 
Sewerage , Series H 1.80 3/ l/76 10;000 
Sewerage , Series D 2 6/ l/78 4,000 
Sewerage, Series I 2-l/2 6/ l/76 l$,000 292,000 

Town of Cumberland: 
School 3-1/2 5/15/77-79 90,000 
School 4.60 10/15/71-72 45,000 
Water Supply In-

stallation 1.90 1/ 1/76 3,000 
11/ater 3-l/2 5/15/77-79 60 2000 198,000 

-continued-
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