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S\llllltlary_£L Changes in In~~~.22ount 
Total investment s at July 1, 1960 

Add : Purchflses 

Deduct : 
Sules or Redemptions 

Bo.lanco, Inves tments at June 30 , 1961 

AP?HOPHIATIONS ----

~39 , 965 , 56l .oo 

11,495 .$96 .oo 
. -

(i$1 , 461 ,157 .oo 

5 ,32) ,557 .00 

;:;46, 135 ,6oo.oo 

Appropriations by the General Assembl y for the fiscal year . . 

ending June 30, 1962 wore as stated below , with the amount s 

given for the preceding year for comparison: 

State Employees 

5% of nssumed payroll 
of the members for the 
year 

Teachers 

Normal Tiequirements -

1962 
Fiscal Year 

·:?2, 108 , 200 .00 

3-l/2% of assumed / 
payroll of the members! ,;1 , 261 ,090 , 00 

1961 
Fiscal Year 

:~ 1 , 928 ' 200 . oo 

01,235,590.00 

1/ The total contribution r ate on account of teacher-members d 
- from the cities and to~ms is 7~ of payroll, This is share 

equally by the State and t he Cities and Towns . 
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ACTUARIAL VALUAT ION 

This annual r eport has been prepared pursuant to the directives 

of Chapter 36 whioh governs the operations of the system. This 

directive provides , among other things , that the report shall 

include a valuation bal ance shee t prepared by the actuary, 

In accordance wi t h this authority , t he actuar y has made a val

uation of the liabilities and r eserves of the system a s of the 

close of t he year under review, and has prepared a valuation 

bal ance sheet . The report of the ac tuE>.ry , embodying the re

sults of the valuation, is pre sent ed us a part of this annual 

report. 

AMErTDATOHY LEGISLATI ON 

Three bills were enacted at the 1961 session of the General 

Assembly affecting the Employees • Ret irement System. Those 

bills are briefly described, 

House Bill 1871. Civilian employees of the army national 

guard and air national guar d of the State , nl thou~h pai d sal

aries from federal appropriations , wor e granted t he privil ege 

of becoming members of the system by filing an application 

with the retirement board on or before Decembe r 31 , 1961 , or 

within six months of entry into service, whichever is l a ter. 
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N Pri

or 
00

rvloe orodlt Is provided. The emplo o yor•s eh a;r. 

tM 

00

,, of banoflt9 on ecoount of these persons 
1 

' Of 
s to b 

,ey~oed bY the gover""ent throu(lh Its perlodlo 
0 ° !t-pp:ropriat 

under sn ogreement botwean the state and the S !on, 
ecreta:ry or 

Defense• 

House Dill 18Sl!• Any teacher 11ho reentered service ~ after 

JulY 1, 1949
1 

while over the a:;e of 60 years, 

bershiP in the system Hith credit for service 

was granted mem~ 

prior to such 

date provided he made contributions to the system at th , e rate 

of 101~ of salary. credit for prior service is conditioned 

upon the teacher rendering at least S years of service f a ter 

July 11 1949• 

House Bill 165.3.· IJpon death of a member of the General Assem

bly while on reti rement, the death benefit payable to his 

beneficiary or estate shall be the ordinary death benefit pro

vided upon death of a member vlhile in service, This benefit 

is to be in lieu of the benefit payable upon death after re-

tirement, 

No recoiiUnendations are made by the Board for chan[;e s in the 

retirement act, In its opinion, the benefit schedule for the 

system is reasonably adequate and Hell-balanced, The benefits 

and qualifying conditions compare very f avorably vd th those 

force for State ~;overrunent employees and public school te 

of other States , Such inequities that existed in prior years 

,.;.1~-

have been removed. Federal social security coverage has also 

been made available to those Hho chose to accept it. The 

State of Rhode Island and the cities and towns have assumed 

an additional cost burden for that purpose, 

The unfunded accrued liability of the system at June 30, 1961 

amounted to ~/66,565,602,00, This liability is constantly in

creasing due to the deferred a spects of the method of financing 

the system's obliGations, The liability is an actual liabil

ity, actuarially detel'mined. The liability will have to be 

discharged in future years by steadily increasinG contributions 

on the part of the State and the Cities and Towns. 

In view of the sizable obliGations assumed under the existing 

benefit schedule, the Board feels impelled to recommend the 

rejection of any proposals providing for liberalizing changes 

or special benefits to individual employees creating preferen

tial rights or benefits. 

The policies of the Board are directed constantly toward the 

operation or the system in accordance with principles and 

standards governing effective retirement planning and adminis

tration for public employees in fulfi llment of its basic ob

jectives. 
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REPORT OF THE ACTUARY 

There are presented herewith the results of an actuarial val

uation of the assets and liabilities of the Employees' Retire

ment System of the State of Rhode Island as of June 30, 1961, 

Membership has continued its upuard trend both as to State em

ployees and teachers. The increase during the year vras approx

imately ~. It is interestinG to note that the number of male 

teacher members has ae;ain shmm an increase as a proportion of 

the total number of teachers participating in the system, The 

proportion nmv is 32.0% of t he total teacher membership as com

pared with 30,9% last year and 29 . 6% two years ago , A similar 

trend is in evidence in teachers' systems in other States. 

The ~urrent financial condition has improved steadily, This 

is evidenced by the increase in reserves, particularly the 

contingent reserves. This is clearly illustrated in the fol

lowing statement: 

I%1 
J u n e 30th 

19b0 Increase 

Contribution credits: 

State employees $ll ,545,438,00 ~:ao ,364,6h6 .oo .!1, 180,842 .oo 

Teachers 11,493,402,00 9,846,782.00 1,646,620,00 

Contingent reserves: 

State employees ~/16,827 ,133.00 ~) 14,672,183 .oo ~~2 , 154,950 .oo 
Teachers 6,999 ,594.00 6,043,168,00 956,426,00 



-18-

The provisions of the retirement plan as presentl y const. 

compare most favorably with those in effect in oth ltut er Stat 

for state employees and teachers. A large obligati 
68 

on ha s S.l 
ready been imposed on the State and the cities and .. tov111s 

the present retirement plan and for social seeuri t I.Ulctal' y covel"a 

as a supplement to the plan. Further liberalizin ge g changes 
llla;y

The Pension prove damaging to the maintenance of the system. 

policy should reflect conformance Hi th reasonable standal"ds 

with a benefit schedule which is within the financial ability 

of the Stat e and the cities and towns to meet its cost. 

The Valuation Balance Sheet accompanying this report illus-

trates the 

condition, 

obligations of the system and its true financial 

The unfunded accrued liability is separated as 

between the State of Rhode Island and the Cit! e s and Towns, 

The obligations of the respective units of government are 

clearly indicated, 

BASIS OF VALUATION 

The benefit and contribution provisions 
forming the basis of 

this report are summaPized in the 
t . was appendix, The valua ~on 

made according to the rates of moptality and separation estab-

lished by our previous survey of the opePat!ng experience of 

the system completed as of June 30, 1958, The rate of interest 
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assumed in this valuation was 31J per annum, This represents 

a conservative rate accordinG to the investment experience of 

the system and the established investment authority, 

STATISTICAL DATA 

statistics required for this report Here compiled by the office 

staff under the direction of Ralph P. Cinquegrana, Secretary, 

and supplied to us in excellent form, Detailed tables reflect

ing these statistics are presented in the appendix, A summary 

of these statistics is as follo•rs: 

State employees 

~ Femalq 

Number of members 5,781 3, 841 

Proportion of total 60 ,1% 39. 97h 

Annual Salaries >26,552,719.00 :)14, 974~446 ,00 

Average salary (.;4,593i00 :)3,899,00 

Average ace 46.2 43.5 

Averace total service ' .7•7 · 7o3 

Teacher members 

Number of members 2,148 4,566 

Proportion of total 32.0% 68,0% 

Annual salaries 

Average salary 

Average age 

ou,874,461,oo 

[)5,528 ,00 

39.5 

024,661,007.00 

(~5 ,401~00 

41 .. 7 

13.6 
Average total service 9~7 
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Members with Prior ServicJ/ --
StakEmelo~ 

Number of members 

Proportion of total 

Annual salaries 

Average salary 

Average years of prior 
service 

Hale -
347 

65.6% 

02,370,380.00 

~6 , 83 1.00 

6.4 

% 
182 

34.4% 

~~99l,865.oo 

$5 ,45a.oo 

5.6 

Teacher Members 

Number of members 632 1,839 

Proportion of total 25 .6~ 74.~ 

Annual salaries ~14.,329 ,338 .oo ~;~n ,418, 275. 

Average salary ·.16,D5o.oo (~6 ,209 . oo 

Average years of prior 
service 12.5 17.4 

]} Service prior to July 1, 1936 in the case of State employees, 
and July 1, 1949 in the case of teachers, 

ACTUARIAL VALUATION 

for the purpose of estab-
An actuarial valuation is undertaken 

lishing the true financial condi tion 

bilities for the of the system, The lia

accrued and prospective benefit obligations 
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6 computed by actuarial formulas and procedure. In the cal-ar . 

culation of these liabilities, t he principles appl ied are sim-

ilar to those that govern life insurance practice. A deter

mination is made of the reserves required for the obligations 

as they mature . The factors of mort ality and interest are 

basic in such a determination, 

The valuation of a retirement system, hoHever , invol ves addi

tional factors such as t urnover in employment, aees at retire

ment, 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 evaluat e the effect of these factors in 

the operation of the system. With the use of cert ain t echniques, 

actuarial func t ions reflecting these factors are established 

based generally upon past experience, and used i n f orecasting 

the course of future operations . A forecast of the future, 

therefore , is fundamental to an evaluat ion of the f inancial 

condition of a retirement system, 

The rates developed in our actuarial survey as of June 30 1 1958, 

with appropriate modificationsto reflect t he ope r ating exper-

ience for the year under review, vrere used in measuring mor

tality among the active members and retirants, and t he tur nover 

experience among the members. Separate rat es were used for t he 

State employees and the teacher members , with a further separa

tion between male and female individuals to give effect to 

physiological conditions and employment factors, 
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AnY variations 

. future experience from the assumed st 1n anda.t>ds 

a revision of the basic facto r>s, 

are adjusted currentlY by 
the financial condition of the system is r>eappr>aised 

the annual actuarial valuation , a c tua~. ~ ~al Since 

each year through 

balance sheets give effect 
to these revisions and chanc es, 

of the long-t e.t>m 
considered, hoHever, that because 

a forecast 
It must be of future tr>ends 
character of pension obligations, 

must be based upon operatin:.; experi ence for an e;~tended per>iod 

of time. short t erm fluctuations and transitory factor>s in 

operations cannot be permitted to influence the basic assump-

tions or conclusions, 

ACCRUED LIABILITY 

The accrued liability consists of pension credits e ar>ne d by 

the members in service, and those ~1ho have left service with 

vested rights , The amount of this liability is ;~71,123,009,00, 

Of this amovnt, the members are obligated for .,.;13, 71-J-0 , 026 .00 

and the State and Cities and Tolin i th 
· s n e amount of 

~~57 .374,983,00, 

re
A matured liability exists on account of members vrho are on 

thamont, Tho 
0

"""t of thio li' bility, >hioh inoludes present 
and prospective beneficiaries, is :)JJ,Ol7,J46,oo. 

Tho lia bility '" l'utu.o >or,,, to tho,, memb,,, 

Hho may leave 
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before acquiring vested rights was established a t 
servia~ 

/:•9 290, 864.00. 
'k' , 

um of these three liability i tems. amounted to 
The s 

0113
.431,219,00 and constitut es the total accrued liability , 

et this liability , the system has a ccumula t ed assets 
To me 
totalling ~:;46 1 865 • 617, oo·, The difference between the total 

accrued liability and the t otal p r esent assets i s 

(>b6 ,565,602,00, Hhich represents the unfunded a ccrued liability. 

FUTURE SE~VICE LIABILITY 

The liability for retirement annuities on account of service 

to be rendered by the members after June 30 , 1961 , to the 

dates when these annuities will probably ma ture, has been es

tablished at ( 44,152,941,00. This is t he present value 

·o£ 'sueh fut~re. s 'er:Vic'e penslon cr·e'tli!ts at d.a<t:e of maturity. 

In the computation of this liability, assumptions were made 

as to the probable periods of future se rvice , the cre dits to 

be released by deaths and separations from service, future 

salar>y r a tes and the ages at which the credits may mature. 

These assumptions were based upon past experience, current 

operat ing f a ctors and our estimate of probable futu re trends , 

To meet the forego ing liability , the members will contribute 

to the s ystem during their future service, assuming t he present 
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Co
ntribut i on main t ain and 

rates of 
to assumptions, the 

vail accor di ng 
b pr ovided 

the foregoing factors Pre~ 

amount of (;lr:;' , 866,04l.oo, 

a r emainder to e 
l eavi ng 

h 
cities and Towns) of 

(the s tate and t e 

from employer contributi ons 

~· 28,286, 900,00. These 

present value, as of 
di

scounted amounts being the 
cons t itute futur e contributi ons for the assumed 
June 30, 1961, of such 

periods of service. 

VALUATION BALANCE SHEET 

A reti rement system is cons i dered to be financially sound from 

an ac t uarial standpoint when it has as s ets equal to the differ

ence be tween (1 ) the total of all accrued and pros pective lia

biliti es, and ( 2) the pr esent value of future c ontri butions to 

be r eceived by the sys tem, This is known as t he actuarial re

serve, The ac t uarial r eser ve may also be define d to mean act

ual asset s on hand equal t o all accrued liabilities at the 

balance sheet date , 

The Valuati on Balance S heet showing the r esults of the valua-
t ion made a f 

s o June 30, 1961 is pr esen ted in the following 
pages , 

Employees' Retirement System of the 
State of Rhode Island 

VALUATION BALANCE SHE~'T - JUNE 30, 1961 

statement of Assets• Liabilities and Reserves 

pRESENT AS SET§.: -CflSh 

Investments 
Bonds (at par value) 

stocks (at cost) 

~131 I 3l2t SOO• 00 

14,823,100,00 

g§FERRED ASSETS: 

Future service pension credits on 
account or service subsequent to 
July 1, 1961 

state employees -
!"!embers 
State of Rhode Island 

Teachers -
r1embers 
State of Rhode Island 
Cities and Towns · 

UNFUNDED AC CRUED LIABILITY: 

Due from employers for un
funded accrued pension 
credits -

:i? 7.432,669.00 
14,0l6,r:;'04.00 

8,433,372.00 
7,13c;,19B.oo 

--1.z.l3 S' ,198,00 

State of Rhode Isla nd 04S',l99,002,00 

Citi e s a nd Towns (see foot-
note) 21,366,600,00 

TOTAL AS SE'l'S 

$ 730,017,00 

46,135,600.00 

44,1S'2,941.00 

66,1)6'),602,00 

~157,S'84,160.00 

Note: Under the law governing the s y stem, the citie s and towns 
of the State assume one-half of the cost of t eachers' 
pe nsions, 



Employees' Retirement System of the 
state of Rhode Island 

VALUATION BALAt-TCE SHEZI' - J UNE 30 1 1961 

statement of Assets, Liabilities and Reserves 

QQRRENT LIABILITI§§: 

None 

,WSERVE REQUIREiiENT§.: 

RESERVE li'OR i·lEMBER CON TRIBUTIONS -
State Employe~ -
-por service retirement and 

disability annuities ~~ 5,306,110.00 
?or future refunds 6,239,378,00 

Teacher l-iembers -
For service retirement and 

disability annuities 
For future refunds 

~~ 8,441,916.00 
3,0~1,486.00 

RESERVE FOR EHPLOYER CONTRIBUTI ONS -
For service retirement and disa
bility annuities on active 
members -
State Employees 

Teacher Nembers 

RETIRi.MENT AND BEJIT:bl:<'ITS RES1RVE -
Actuarial Value of Service re

tirement, disability and bene
ficiary annuities in force -

State Employees _ 
Service retirement 
Disability 
Other 

Teacher Members -
SDeirvi:e retirement 

sab1lity 
Other 

FUTURE SERVICE LIABILITY o 

Present val 0 

vice pensiue of future ser
on credits -

State em 

~~ 9,670,964.00 
477,049.00 
296,6~~.00 

\i21, 64 s, 183 .oo 
888,~6S.oo 

38,930.00 

TeacherePloyees 
T ~!21,449,173 00 

OTAL LIAiliLITIES AND - 22,703, 768:oo 
R!!.SERVES 

$ 11, 545,488,oo 

11,493,402,00 

20,869,818,00 

36, SOS,l65,oo 

10' 444,668 .oo 

22, r;72,678.00 

44, l r;2,9~ 
~157, 584, 16o.oo 
-----~ 

-27-

CERTIFICATION 

Tbe accompanying Valuation Balance Sheet exhibits all assets, 

accrued liabilities and reserves of the system as of June 30, 

1961
• present assets embodied in t his stat ement were taken 

from the report of the Bureau of Audits Depa t ' r ment of Admin-

istration, State of Rhode Island, dated September 7, 1961, on 

an examination of the financial reports of the system. 

In our opinion, the accompanying Valuati on Balance Sheet cor

rectly presents the condition of the Employees' Retirement 

State of Rhode Island at June 30, 1961, giving 
system of the 

effect to all 

quirements for 

applicable law 

accrued liabilities and actuarial r eserve 

the several annuities and benefits under 

as the same was in effect at such date. 

A. A. Weinberg 
Ac t uary 

February 28, 1962 

re-

the 
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EWANCIAL STATENENTS 

Reproduced from the Report on Examination 

of Financial Records of the Bureau of 

Aud1 ts, Department of Adminis tra ti on, 

State of Rhode Island, dated December 15, 

19ol, 
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Employees' Retirement System 
State of Rhode Island of the 

FINANCIAL BALANCE SHEET _ JUNE 30, 1961 

cash 

Investments -

Bonds (at par value) 

stocks (at cost) 

Total Assets 

~~~ETS ---

~' 3,_ 'i( ... ·,312,Soo.oo 

14,823,100,00 

.!i ~ .§. ER V ES -----

Annuity Saving s Reserve: 

State Employees 

Teachers 

Contingent Reserve: 

State Employee s 

Teachers 

Total Reserves 

730, 017,00 

46 ,13 t), 600 . oo 

t 46,86S,6l7.oo 

$H,S4S,488.oo 
11,493,.402.00 

16,827,133.00 

6, 999 , S94. oo 

~46,861),617.00 
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Employees' Retirement System of the 
state of Rhode Island 

t ant of cash Receipts and Disbursement 
sta emFiscal year 0nded June 30, 1961 

8 

cosh Balance JulY l, 1960 

~: 

M
embers contributi on ~ c 62c 

l S 

~ 1,9/ 1, / .83 
state EmP oyee 2 129 662 4" I I o ") 

Teachers 
state contribution ~ state Employees 1, 939 ,100,00 
Teachers 1, 0811 250. 00 

cities and To1ms contributions -Teachers 1, 202 ,786.60 
Income on Investments 1, )88 ,020 .09 
Premiums or Discounts - Invest-
ments Purchased 71, 670 .42 

Investments i4atured or Sold 3,628, c;6c;.)1 
Premium or Discount - Invest-
ments Sold 43,544.46 

Refunds of Benefits 41 079.74 
Transfer-certain Employees rFund 101 53 c;. 26 
Benefits Cancelled 89S' . 75 

..;.....---~~ Contributions Refunded - Cancelled 90.98 

Total Receipts 

Total A vail able 

Disbursements: 

Refunds of Contribution 
State Employees 
Teachers 

Benefits Paid - State E 1 
11onthly Retirement All mp oyees 
Ordinary Death Benefitowances 
Death Retire s Benefits p i~ent Allowances 
l1onthl Rat - Teachers 
Ordina~y ~e;~~m~nt Allowances 
Death Reti enefits 

P 
rement All urchase of 1 owances 

Accrued Int nvestments 
P 

erest on I remiums on I nvestments 

~? 423, 040.)2 
223, 824 .04 

993,804.58 
117,300, 88 

21, 7S'6.68 

Commissions ~vestments 
Investment~ ostage & Insurance -

2, 1S1, 003.03 
61,100,00 
1'),781.34 

9,798,604.71 
1 S, 464 .12 
49,61)?.81 

1,1S4.70 
10, rJ3S' ,26 

Inter-Fund T rans fers 
Total Disb ursements 
Cash Bal ance J une 30 I 1961 

u,883,o21.Jl 

~ 730,016.94 

======~ 

-Jl ... 

EmPloyees' Retirement System of the 
State of Rhode Island 

.!JNEST1·1ENTS - JUNE 30, 1961 

Rate -

5 
1-1/2 
1-1/2 
2-3/4 
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 
J ... l/2 

l1aturit1es 

8/23/61 

8/15/64 
4/1/65 

10/1/65 
4/1/80-75 

11/15/61 
12/15/68-63 
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 
2/15/90 

TOTAL UNITED STATES OF Al1ERICA 

The Twelve Federal Land Banks: 
Consolidated Federal 
Farm Loan 4-1/2 

International Bank for Recon
struction and Development: 
Bonds 3 .. 1/.2 
Bonds 4_1/4 

4/20/64 

10/15/.71 
1/15/79 

TOTAL INTERNATIONAL BAHK FOR RE
COUSTRUCTION AND DEVELOPMENT 

State of Rhode Island· 
B~~cktstone Valley Se~er 

s rict Loan of 1952• 
Series B • 
Series c 
Series D 

2-1/.2 
2-3/4 
4 

5/1/86 
8/1/83 
9/1/75 

-continuedQ 

Par Value (Bonds) 
or Cost (Stocks) 

~ 400 ,ooo 

$ 200;000 
· 4oo ;ooo 

1;000;000 
1,300;000 

300;000 
1,350;000 

100;000 
195;000 

. 250;000 
2,550;000 

97,500 
"700;000 

1;825;000 
1!500!000 

$11,767,500 

250,000 

400;000 
100,000 

soo,ooo 

50;000 
120;000 
100,000 
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