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BiPORT OF THE ACTUARY 

on An Actuarial valuation of the System 
a• of June JO, 1972 

An actuarial nluation of a retirement system ia undertake . n to 

liabilities and reserve requirements for the 
eatablilh the 

accrued and pro1pective pension credits under the established 

benefit schedule. An actuarial 'balance sheet is prepared show. 

ing the accrued and prospective liabilities and the present 

and prospective assets available to meet these liabilities. 

A calculation is lllllde of the liabilities incurred for the 

several benefit obligations. The reserves required to meet 

these accrued liabilities for the lifetime of the members are 

deterained. The fact ora of mortality, turnover in employment 

and interest earning• are basic in this procedure. Other 

factors are pro11inent in the actuarial process, including rates 

of salary and their progression until retirement of the members, 

disability expectancies and the ages at which members are ex

pected to retire, 

Rates reflecting these basic !actors that were formulated in a 

previous survey and investigation of operating experience of 

the systea were applied in this valuation, Because of the 

marked variance in basic characteristics between State employees 

and teacher-me11bers, separate rates wer& applied. Because of 

the diverse physiological conditions and eaployment factors 

between llllle and female members, a further division in rates 

was made for the factor or sex , Soae variations from these 
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established standards frequently occur in current operations. 

These are also considered by means of special adjustments of 

the results of the valuation. 

BASIS OF VALUATION 

The benefit and contribution provisions of the retirement plan 

forming the basis of the valuation are summarized in the appen

dix of this report, The several assumptions relative to the 

actuarial factors applied in this valuation are as followsa 

1, Mortality expectancy• The 1951 Group Annuity Table 
(modified) 

2, Interest ratea Compound interest at 5% per annum 

J, Turnover factors• Assumed annual rates of withdrawal 
from all causes -

Age Rate per l.ooo 

20 247 
25 198 
JO 162 
J5 120 
40 91 
45 60 
50 JJ 
55 15 

60 and over Mortality only 

4, Future salary incrementa An annual increment of 4% 

5, Average age at retirement• 62 years 

6. Disability ratesa Class (l) rates of disablement from 
the Society of Actuaries 1952 Inter
company study were used. It was 
assumed that 15% of all disablements 
would occur in line of duty. 
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7• Marital stat.Y!• 8.5~ of employees ~ service - assUJied to be marr1.ed with 
the avera&• age of the wives 
4 years less than that of 
the e•ployees. 7.5~ of the 
employees retiring on pension 
were •rried 

B. Adainiltrative expense• None provided 

MEMBERSHIP STATISTICS 

Detailed statistics forming the basis of the valuation were 

coapiled and tabulated. Statistical tables reflecting this 

data are presented in the appendix. A summary thereof ia as 

follows• 

State Ea:elolees Teachers 

ACTIVE MEMBERS Male Female Male Female 

Nwaber 7,041 

Percent of total 51.~ 

Annual salaries $59,102,154 

Average salary $8,394 

Average age 4,5.2 

Average service 9ol 

6.5.51 

48.3~ 

$42,529,092 

$6,492 

42.8 

s.o 

3,946 

.37·~ 

6,705 

6).~ 

$38,)2),552 
$62,953,24 

~9.712 $9.J89 

37.0 40.0 

9ol 9·1 
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State Em;e1o:z!ees •reachers 

rlE'l' I .HEMENTS Male Female ~ l''emale 

Number 1,)63 1,045 )66 1,708 

Percent of total 56.6% 43.2% 17.7'/. 82.3'f, 

Average age at 
June 30, 1972 7lo3 76.7 70.4 71.8 

Retirements during 
year 281 197 48 239 

Average age at 
retirement 64.9 64.9 62.5 63.4 

Terminations 67 37 10 37 

Average age at 
death 74.2 74.7 n.o 78.4 

RESULTS OF VALUATION 

A test of financial stability and soundness of any retirement 

system is the extent to which the accrued liabilities for earned 

pension credits at the end of a fiscal period are covered by 

present assets. This assumes that the accruing pension credits 

are fully funded currently, and that the accrued pension lia

bility is being systematically amortized. 

Since this is not the case with the Employees• Retirement System 

which receives only a part of its total accruing cost require

ments, the rate of funding or security ratio, as it is commonly 

referred to, is only JS.B~. This is the extent to which the 

accrued liabilities are covered by net present assets. 
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ayat••• hoWtYtro p~acribea a partial 

e~loyera' coat. contributions by the Thl laW rovernin& the 

aethOd of fund 1nl the annual req uireaenta .. .. or 
e~oyera are deterain•d as the avera«• 
benefits aocoNinl to a 5-year projection of penaion expendi-

ture• by the syatea• The rate per cent of contributions for 

the period of 5 years effective Jul.)' l, 1972 ia 6 • .5~ of payroll 

for state eaployeea and 9.~ of payroll for teacher-me11bere. 

The latter coat ia shared equall.J by the State and the oitiea 

and towns. Partial funding result& in • defer~~ent of part or 

the currentl.J incurred penaion coat and an increaae in the actu

arial deficit. Aa a result, the unfunded accrued liability or 

actuarial deficit haa bean in an upward trend for a nuaber or 
Tt&rt and will in all probability continue to increase for an 

indeterainate period. 

£Y8.n U' !\ill tlln4ing ot currently acoru~ pension credi ta were 

provided, the unfunded accrued liability would continue to in

craaae by interest alone on the unfiUlded liability at the rate 

of interaat aaauption in ettect which ia .5" per &nnWDo 

.A.ctyrial raaene fundHll• The full coat of financing current 

service of the ••bera ot the ayatea according to actuarial 

criteria reflecting the accrual. principle, as a percentage of 
payroll, ia aa followaa 

. a s a 
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State Teacher 
EmJ:!lOJ!:ees Members Comt>osi~ 

Normal cost as a percentage 
of payroll 14.~ 18.~ 1.6.)" 

Leas, member contributions ....i!.Q_ .....§..&._ ~ 

cost to the Employers 9·~ 12.0" l.Oo8% 

VALUATION BALANCE SHEET 

A Valuation Balance Sheet is presented in the following pages 

displaying the financial condition of the system at June JO, 

1972. From a technical standpoint, a retirement system is con

sidered to be in a sound financial condition when its present 

assets are equal to the difference between (a) the total of all 

accrued and prospective liabilities, and (b) the present value 

of future contributions to be received by the system according 

to the prescribed rates. A system attaining this status will 

have provided in ful.l for all accrued pension credits in accord

ance with actuarial reserve requirements • 
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.LUA"'m>~ ULANCE S~ • J~ 30a 1972 

NET pRESENT ASSE!§ I 

cash 
InYe&t .. nts (A.ortized book value 
for bOnds - oost tor stocks} 

Accrued interest receivable 

Leas, Accounts payable 

DEFERRED ASSETS• 

Present value of future service 
credits on account of service 
subsequent to July l, 1972 

State employees -
Members 

State of Rhode Island 
$ JJ,288,492,00 

54.371,137·00 

Teacher-Members -
Members 
State of Rhode Island 
Cities and Towna 

UNFUNDED ACCRUED LIABILITY• 

Due from eJIIPloyers for 
unfunded pension credits -

State of Rhode Island 

Cities and Towna!/ 

TOTAL ASSETS 

44,017,576.00 
39.329,815.00 
39.329,815,00 

$188,959,568,00 

103.212.793 ,oo 

$ 1,08?,4J9.oo 

l59,968,546,oo 

1,839.409,00 

$l62,895.J94,oo 

33.656.00 

$162,861,7)8,00 

210,JJ6,8J5•00 

292,172,)61.00 

$66,5,)70,9)4,00 

of Rhode Island and the Cities and Towns share y The Stat~ the financing ot teachera• pensions, equally 
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VALUATION BALANCE SHEET - JUNE 30, 1972 

Statement of Assets, Liabilities and Reserves 

LIABILITIES AND RESERVE REQUIREMENTS 

FU'fURE SERVICE LIABILITY• 

State employees 
Teacher-members 

rlESERVE H¥QUIREMENTS1 

~ 91,J04,J66,oo 
ll9,0J2,469.00 

RESERVE FOR MEMBER CONTRIBUTIONS -

State Employees -
For service retirement and 
disability annuities $ 12,189,979,00 

For future refunds 18,481,979,00 

Teacher-Members -
For serv1ce retirement and 
disability annuities ~ 28,2?9,012,00 

For future refunds 12,582.$48.00 

RESERVE FOR TEACHERS' SURVIVOR BENEFITS -

RESERVE FOR EMPLOYER CONTRIBUTIONS -

For service retirement and disa
bility annuities on active 
members -

State Emplolees -
Total requ rements $ 87,531,,501,00 
Less, Employee contribu
tions 

Teacher-Members -
Total requirements 
Less, Employee contri
butions 

12,189,979o00 

$181,048,814,00 

28,279,012.00 
RETIREMENT AND BENEFITS RESERVE -

State employees 

Teacher-members 

TOTAL LIABILITIES AND RESERVES 

:ji2lO,JJ6,8J5eOO 

J0,6?1,9,58,00 

40,861,,560.00 

4,8)6,,506,00 

?.5.J41,,522,00 

152,769,802,00 

48,189,262,00 

102,)6),489,00 

$66S,JZ0,9J4,oo 
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the .. veral iteiiS comprising the 
The following explanAtion of 

Valuation BalanCe Sheet is given to 
facilitate an underatanding 

of their function and .eaning• 

r~e the assets on hand as shown by the 
Net present ASiet• coiiP 

rt re
-""'d nv the Senior Accountant of the 

f inancial repo s P _..- "J 

syate• as of J~ JO, 1972• 

Deferred Assets consiat of the obl~tiona of the aeabers and 

the nployers tor service to be rendered subsequent to June JO, 

1972. Thsy represent actuarial.ly detemined aaounts, giving 

effect to the !actors of 110rtality, interut, turnover and others 

t hat enter into the co~utation of liabilities and annul ties and 

benefits that accrue on account of future service, 1 

untunded Accrued Liability constitutes the uaormts accrued and 

unpaid on account of service rendered prior to the balance sheet 

date, Tha ia an accrued obligation of the state and the Cities 

and Towns to be discharged in future years by increased f inanCial 

allocations to the ayste11, 

Puture Senice Liabllitl ia an offset to Deterred Assets and 

reprasenta the present value ot the proportionate pension credi t• 

to 0. earned by the IIQbera during future aervice extending fro'14 
the balance sheet dat e to the aaau.ed agea 

of retireaent. 
Reaerve tor .l(eJibera• Contribllt19.n! cona1ata 

me•O.ra' cont r ibution credits at the of the total of 

balance aheet c1a te, Part 
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of these credits is payable as a refund in future years to mem

bers withdrawing from service on account of resignation, dis

missal or death, The remainder is to be applied to finance a 

portion of the annuities and benefits payable to members now in 

service who will ultimately qualify for retirement. 

Reserve for Teachers' Survivor Benefits represents the accumu

lation of contributions by the teacher-members and the Cities 

and Towns towards the survivor benefit provision specifically 

applicable to these members, 

Reserve for Employer Contributions represents the amounts that 

must be provided to finance the employers' portion of the accrued 

pension credits for those employees now in service who will ulti

mately qualify for retirement and disability pensions. 

Retirement and Benefits Reserve constitutes the amount reserved 

to pay out during the future lifetime of the pensioners presently 

on the pension roll the pensions granted and in force at the 

balance sheet date. 
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@lFICATIQ!i 

The accompanying Valuation Balance Sheet exhibits the assets, 

accrued liabilities and reserve~ of the systea as of June 30, 

1972 . Present assets were taken from the financial statements 

submi tted by the Senior Accountant of the system. 

In our opinion, this Valuation Balance Sheet correctly presents 

the condition of the Employees' Retirement System of the State 

of Rhode Island at June JO, 1972 after giving effect to all 

accrued liabilities and actuarial reserve requirements for the 

several annuities and benefits under the applicable law in 

effect at such date . 

A. A. Weinberg 

Actuary 

1 . 

2. 

J, 

4. 
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FINANCIAL STATEMENTS 

F inanc i al Balance Sheet a s of June J O, 1972 

Statement of Revenues and Expendi tures for 
t he Fiscal Year Ended June JO , 1972 

Statement of Cash Receipts and Dis bur s ements 
fo r the Fis cal Year Ended J une 30 , 1972 

Comparat ive Statement of Investment Receipts 
and Disbursements, Fiscal Years ended 
June 30 , 1972 and J une JO, 1971 

5· St a tement of Net I nvestment Earni ngs .fo r the 
Fis ca l Year Ended June 30, 1972 
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Cash Accrued Interest Receivable 
Inves11ments 
Less unamortized Discounts 
and Premiums (Net) 

Net Investments 

Total Assets 

.z4 .. 

ASSETS ------ $ 1,087,4)8,~ 
1,8)9,409.~ 

159.968,546j 

$162,895.394.53 

LIABILITIES AND RESERVES 

Current Liabilities 

Accounts Payable 
Unclaimed Benefits 

Members' Contribution Reserves 

State Employees 
Teachers 
Teachers' Sur-
vivors 

General Reserves 

State Employees 
Teachers 
Teachers" Sur-
vivors 

Certain State 
Employees 

Certain Teachers 

$)0,671,958 .92 
)8,492,715.80 

2,)68,845.58 

$58,225,882 . 53 
281249,184,64 

4,8)6,506.27 

14,1)1.69 
2,513.34 

Total General Reserves 

Total Liabilities and Reserves 

$ ),145.63 
30,510.13 

71,533.520,30 

91,328,218,47 

~62, 895,394.5) 
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STATEMENT OF REVENUES AND EXPENDITURES 

FOR THE FISCAL YEAR ENDED JUNE 30, 1972 

REVENUES 

Member Cont ributions -

state Employees 
Teachers 
Teachers' Survivors 
Deat h Benefit Premiums -
Retired Leg islators $ 1,935 . 00 
Retired Employees 341.91 

General Fund Appropriations -

s tate Employees 
State Employees a/c FF Cost s 
Teachers 
Certain State Employees 
Certain Teachers 

Muncipal Contributions -

Teachers 
Teachers' Survivors 
Employees Trans . 

Other Contributions -

Miscellaneous Refunds 
Unclaimed Benefits 
Miscellaneous Receipts 

Investment Income: 

Interest .earnings 
Loss on Sales 

TOTAL REVENUES 

-cont inued-

$ 5,007,762,17 
6, 831 ,325. 85 

428,452.16 

2,276.91 

$ ;,436 ,097.00 
1,8)1 , 743.13 
3,6)2,904 .00 

21 , fi)O,QO 
1,680 , 00 

$ 4,221,968.46 
4)8,756.06 
948 , 714 .]5 

$ 11,566.38 
9, 040.47 

106, 884 .29 

$ 8, 201 , 101.16 
28,673 , 62 

$12,269, 817.09 

8, 924 , 054 .13 

5,609,4)8. 87 

127 ,491.14 

8, 172 , 427.54 

$35,10),228.77 
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~nsions and Death 

State Employees 
Legislators 
Teachers 
Teachers ' sur-
vivors 

Certain State 
Employees 

Certain Teachers 

Death Benefits& 

State Employees 
Legislators 
Teachers 
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BElefi~ -

$5o22J , J49o96 
216,0JJ.46 

10,516,802.4.5 

$ 

69,918.90 

12,46,5.00 
1,84o.oo 

577,478.)0 
6,ooo.oo 

191,832.9.2 

Refunds of Contributions -

State Employees 
Teachers 
Teachers ' Sur-
vivors 

Interest , Teachers ' 
Survivors' Contri
bution Refunds 

To Municipalities 
a/c Teachers 

To Municipalities 
a/c Teachers ' 
Survivors 

Unclaimed Benefits 

$ 976,94.5.13 
919,114.1.3 

64,670 . 57 

4,122.47 

47,612.41 

2,269.90 

Miscellaneous Refunds 

$16,040,409.77 

77.5.311.2.5 

2,014,7)4.61 

2,681 o91 

1,JJ1.60 

Transferred to Municipal 6,405.12 

Investment Expense -

Postage & Insurance 
on Purchases 261.98 

TOTAL EXPENDITURES 

EXCESS OF REVENUE OVER EXPENDITURES 

-
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STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS 

FISCAL YEAR ENDED JUNE 30, 1972 

I nvestments Sold 
and Matured 

I nvestment Earn

1 

$58,338,741.69 

7, 684,341.22 

311,500.51 

ings 
Discounts on 
Purchases 

Loss on Sales ( 28,673.62) $66,305,909.80 

ember Contributions : 

State Employees $ 5,007,762,17 
Teachers 6 , 831,325,85 
Teachers' Sur-
vivors 428,452,16 

I ns . Benefit Prem, 
Retired Employees 341.91 

I ns . Benefit Frem. 
Retired Leg islators 1,935,00 12,269,817,09 

eneral Fund Contributions -

State Employees $ 
Teachers 
Certain State 
Employees 

Certain Teachers 
State Employees a/c 
Full Funded Costs 

3.436,097.00 
3,6J2,904.oo 

21 , 6)0,00 
1,680 , 00 

1,831,74J,1J 

unicipal Cont ributions -

f
eachers 
eachers ' Sur
vivors 
mployee s Trans 
ferred 

$ 4,221,968.46 

438 , 756.06 

948,714.35 

her Contributions -

$18,841,136• nclaimed Benefit s $ 9, 040,47 
--- - -- 11liscellaneous Receipts 11, S66.1

9
8 

2 nt . Serv . Purch . 106,884,2 _ 
$16,262,09 • 

TOTAL RECEIPTS 

TOTAL AVAILABLE 

- cont inued-
_..1 

8,924,054.1) 

5 , 609 ,4)8.87 

127.491.14 

$ 742,1?8.27 

$93, 236, 711.0) 

$9J,978, 889 . JO 
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§!atement of cash Receints and Disbursements - continued 

Disbursements -

Investments Pur-chased $7),858,485.35 
Accrued Interest on purchases 63,550.71 
premiums on Pur-chases 128,278.)1 
postage & Insurance on purchases 261.98 $74 050 576 - • • .)5 

Pension Benefits - Death Benefits -
Death Retirement Allowances 

$ 5,800,828.26 
10,708,6J5o40 

222,0)).46 
State Employees 
Teachers 
Legislators 
Teachers' Sur-
vivors 

Certain State 
Employees 

Certain Teachers 

69,918.90 

12,465.00 
1.840.00 

Refunds of Contributions -

State Employees $ 
Teachers 
Teachers' Sur-

vivors 

976,945.13 
919,114.1.3 

64,670.57 
Interest, Teachers' 
Survivors Contri-
bution Refunds 4,122.47 

Municipalities a/c 
Teachers 47,612.41 

Municipalities a/c 
Teachers' Survivors 2,269.90 

Unclaimed Benefits 

Miscellaneous Refunds 

Trans. to Municipal 

TOTAL DISBURSEMENTS 

CASH BALANCE , JUNE JO, 1972 

16,815,721.02 

2,014,7)4.61 

2,681.91 

1,))1.60 

6,405.12 
$92 '891 ,450.6 -
$ 1,087,4.38·6~ 
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COMPARATIVE STATEMENT OF 

RECEIPTS 

R$CEIPTS: -Interest & Dividends 
Discounts on Purchases 
Gain on Sales 

Gross Receipts 

.QISBURSEMENTS t 

$716811195 .59 
3111500.51 

$7 19921 696.10 

Accrued Interest on Purchases $ 
Premiums on Purchases 

63 I 550 o 71 
128, 278. )1 

Post age and Insurance on 
Purchases 

Capital Loss 

Total Disbursements $ 

261.98 
2 8~ 

220 , 764 .62 

NET INVESTMENT RECEIPTS FOR 
THE YEAR $7 I 771 I 9)1.48 

$6 18421586 ,2) 
189 140),79 
1041578.27 

$71 1)6 1 568 ,29 

$ )8,816,8) 
6ol46o. oo 

60. 04 

$ 991 )36,87 

!1> 710371 2)1 .42 
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