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M A R T I 1\' E . .S E G A L C 0 M P A N Y 
I NC ORPORATED 

607 BOYLSTON STREET • BOSTON, MASS . 0 2 11 6 • 1617 262 · 0550 

Retirement Board of the Employees' 
Retirement System 

State of Rhode Island 
198 Dyer Stree t 
Providence , Rhode Island 02903 

Dear Nembers of the Board : 

December 18 , 1978 

We are pleased to submit herewith our Actuarial Valuation of the 
Employee 's Retirement System as of June 30, 1978. 

JoH ANlo\ 

C11K:AGO 
Clf'VfLANO 
OAU AS 
OfNVU 
HAllfORD 
HOUSTON 
tOSANGHf5 
~4[W Ot t fANS 
NfWY()II l 
PHOfNtll 
s,&N fl',t. ...,(ls.ct:l 

W.ISHING'ION.O C 

'"""'"" 

Our report analyzes the actuarial status of the System, and projects 
the cost requirements for the Board to certify to the Legislature . 

We r eceived a great deal of help from State employees in obtaining the 
information which forms the basis of this report . Most important , 
Hr . Joseph G. Iannelli , Executive Director ; Mr . John F. Sullivan , 
Assistant Director ; and ~!r. Carlo Nencucci , Principal Accountant , were 
available whenever needed to answer any questions and provide any 
information requested . Indeed , the material they provided on their 
own initiative anticipated many of our needs . 
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For convenience , this report 
i t the following sec t ions : 

is di vi ded n ° 

I. sUMMARY 

II . 

III . 

IV . 

v. 
VI. 

EMPLOYEE DATA 

RETIREE DATA 

RETIREMENT FUND 

ASSUMPTIONS AND METHODS ACTUARIAL 

RESULTS OF VALUATION 

h ve attached our actuarial certif~cate 
Following the r eport , we a tions and plan of benef~ts 
detailing the cos t f actors , asssump • 
used f or the valuat ion . 

We will be pleas ed t o meet wi th you to discuss this r eport at your 

convenience . 

SGS/kmj 

Sincerely yours , 

MARTIN E. SEGAL COMPA.~ 

By J/u~td~fi-7 
Sherman G. Sass 
Senior Vi ce Pr esident 

By L3.~ 
Sherman B. Lieberman , f . S.A. 
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I. 

Benefi t Provi s i ons 

The Employees' Re tirement Sys t em of Rhode Island covers r.ost State 

emp l oyees. Legislator s and elect ed officials may become ~ecbers on an 

optional basis . Stat e college t eacher s ~y elec t cover age under t he 

T. l.A.A. progr am. St ate employees cont r ibut e 5 per cent of t heir annual 

earnings; Teacher s contribut e 6 per cent . 

The Sys t em provides unreduced benefi t s of 1.7 per cent of earnings 

fo r t he f i r s t t en years of servi ce ; 1. 9 per cent for the next ten years ; 

and 2.4 per cent per yea r o: service over 20 year s up to a :naxiou:o of SO 

per cent of earni ngs for all years of service. Such benefits are avail

able to members at least age 55 with 30 year s of service or age 60 with 

10 years of service, o r after 35 years at any age. Stat e correctional 

o f fice rs may re tire at age 50 if they have 20 years of service , at 2 ?er 

cent fo r t:ach vear of service. lli!nefits are based on the aver age of t he 

highes t 3 cons ecut ive years' earnings . After re t i reoe.nt , "cos:- of

living i ncreases" amounting t o 3 ;:>er cent pe r ,·ear of the or iginal aware 

are pr ovided, independent of ac t ual changes in t he Consumer Pr ice Index . 

The plan al so provides non- service- connect ed disabili t y and vested 

benefit s aft er 7 and 10 vear s of service, r espectively; service-connec t ed 

dis ab i l ity pensi ons wi th no minimum service r e<;uire=ent ; widow ' s benefits 

fo r service- connected death ; a:-td cer tain lu:np sum death benefits . 

~lo re detail ca:1 be f ound in the actuarial certificat e following 

this report . 

Emolo,·ee Data 

"e r eceived data on 15, 5!. 3 active Stat e Ec;:>loyees and 10, 850 

Teache rs as of June 30, 1978 ~ho ~ere ?artici?at i ng i n t he syste~ . The 

avcra~e s alary \oOas :51 ~ ,300 : or State E~ployees and 516, 200 : a :- Teachers . 
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Em loyees ~ere age 

On the average , the State p 
39 ~ith 1~ years 

service; Teachers ~ere age 

Retiree Data 

43 and had 8~ year s of 

of service . 

E loyee pensioners and 159 
We received data on 3,858 State mp 

Th ensioners ' average monthly 
beneficiaries as of June 

benefit ~as $274 . There ~ere 

30, 1978 . e P 

tired Teacher s and 64 benefi-
2, 620 r e 

$544 a month for the pensioners . Of 
ciar ies ; the average benefit ~as 

all the pensioner s on the r olls, 8 

ended June 30, 1978. 

per cent had retired in the year 

Retirement Fund 

As of June JO, 1978, the Fund had assets of $319 million availabl e 

as an offset to the actuarial liabi lities for f uture benefits. 

Ac tuarial Valuation 

Our valuation was prepared as of June 30, 1978 . Our calculations 

were based on what we believe are r easonable assumptions a s to expected 

future experience . The assumptions are the same as those us ed in our 

previous actuarial valuat ion. We used the "entry age normal cost" 

method of funding , which spreads the cost of each employee ' s pension as 

a l evel per centage of his earnings from date of hir e t o r e tirement . 

The employer normal cost* for State Employees i s $ 1 0~ mi llion . 

This is 5. 5 per cent of the payroll of participating St ate Employees. 

The empl oyer normal cost fo r Teacher s i s $8 mil lion or 4.7 per cent of 

payr oll . 

*Please r efer to the "Ac tuar ial Assumptions and Methods" sec tion of t he 
report for definitions of these t erms. 
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For State Employees, the actuar ial liability* (for benefits ear ned 

befor e July 1, 1978) is $429 million of which $142 million represents 

the liability t o those a l r eady r eceiving pensions . The unfunded 

actuaria l liability at t he end of t he year is $261 million . For 

Teachers , t he actuarial liability is $510 million of which $184 million 

is for those receiving pensions. The unfunded actuarial liability stands 

at $374 million . 

The value of t he System's vested benefits is $761 million . Thus 

t he asset s are short of t his amount by $457 million (excluding asse t s 

allocable t o t he Teacher s Survivor s ' progr am). 

Based on the normal cost plus 3D-year amor tization of the unfunded 

ac tuarial liability, t he annual employer cost as of June 30 , 1978 is $30 

million (15.9 per cent of covered payr oll) for State Employees and $36 

million (20.6 per cent of cover ed payr oll) for Teachers . These amounts 

are in addition to the required employee contr ibutions . 

I n fiscal 1979- 80, the State 's revised statutory funding schedul e 

calls for t he full normal cost and 70 per cent of the 30- yea r amortization 

payment of unfunded actuarial liability to be contributed . This amounts 

t o 12. 3 per cen t of payr oll for State Employees and 15.4 per cent of 

payroll for Teachers . (Half of this cost for Teacher s is paid for by 

t he municipalities.) Accor ding to t he statut e , t he port ion of t he 30-

ycar amortization pa)~ent r equired to be contributed will increase by 10 

per cent each year until t he full actuar ial cost ~ill be required for 

1982-83 and later years . 

*See no t e on page 2. 
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::: 1 

Age 

Table lA 

Number and Ave rage Salaries of Employees in Ac tive Service as of June 30 , 1978 
By Age a nd By Years of Service 

STATE EMPLOYEES 

To t al Years of service 
35 and 

0 - 4 5 - 9 10 - 14 15 - 19 20 - 24 25 - 29 30 - 34 over 

15 , 543 6 , 439 4 , 377 2 , 057 1 , 191 660 383 210 98 

Unknown 

128 
To t al $ 12 ,300 $ 11 , 000 $1 1, 700 $13 , 200 $14 , 700 $ 15 , 600 $ 17 ,000 $ 17 , 500 $18 , 600 $12 , 600 

167 165 -- -- -- -- -- -- --
Under 20 $ 8 , 600 $ 8 , 600 -- -- -- -- -- -- --

20 - 2t. 

25 - 29 

30 - 3l. 

35 - 39 

40 - 44 

45 - 49 

50 - 54 

55 - 59 

60 - 64 

6 5 and over 

Unknown 

RHODE I SLAND ERS 

AY,P II 

.,1 11 :1 1 II 

!Jnd1 ·r 70 II 

2IJ ) I, II 

-; ·, '1'1 II 

')() ·v. 

II ·~ ., l'J 

/.1) '·'· II 

' · 5 t, y II 

so .,,, II 

5'> 59 II 

(,() ,,,, II 

r.r, .mel ove r II 

Unknown Jl -
RHODE I SLJ\Nll I:I~ S 

1,515 1' 364 145 -- -- -- -- -- --
9 , 400 9 , 400 $ 9 , 500 -- -- -- -- -- --
2 , 049 1 , 389 601 55 -- -- -- -- --

11 ,300 11 , 400 11 , 300 $10 , 900 -- -- -- -- --
1,702 834 666 179 20 -- -- -- --

13, 200 12 ,600 13, 900 13 , 400 $12 , 300 -- -- -- --
1, 220 522 375 219 92 11 -- -- --

13 , 300 12,200 12 , 800 15 , 600 15 , 800 $13 , 500 -- -- --
1,279 478 379 198 139 64 19 -- --

12 , 900 11 , 500 11 , 900 14 , 300 16 , 800 15,900 $ 15 , 200 -- --
1, 637 534 501 236 166 115 62 14 --

.12 , 700 11 , 100 11 , 400 13,800 16 , 100 15 , 900 15 , 500 $13 , 800 --
2,099 545 643 383 216 145 95 57 8 

12 ,700 10 , 800 11 , 100 12 , 900 15 , 300 17 , 200 17 , 900 17 , 700 $15 , 400 

2 , 023 429 548 395 272 171 103 69 27 
12 , 600 10 , 700 11 , 000 12 , 400 13 , 300 15 ' 000 17 , 800 17 ' 500 18 , 500 

1 ,424 169 420 306 219 124 78 57 43 
12 ,700 10, 500 10, 800 12,200 13 , 200 14 , 300 17 ' 100 18 , 100 18 , 400 

341 3 96 84 67 30 26 13 20 
13,500 13, 300 11 ,600 12 , 300 13, 900 14 , 800 14 , 900 17 ' 700 20 , 300 

87 7 3 2 -- - - -- -- --
9,800 8 ,800 8 , 200 13, 000 -- - - -- -- J --

Table l B 

~:umb<- r and Ave r age Salaries of Empl oyeeH in Ac t ive S<!rv i ce as nf J utlt' 30, 1978 
By Age a nd By Year s o f s..,rv i cc 

Tota l 

r-I 0 ,RSO 2, 
S I(,, 200 $ I 2, 

] -

4 5 - 9 10 - 14 
- -· 

171 ' • . 390 I , 964 
700 $ 15,900 $17 ,f>OO 

- '---1- -
- -- --

$20, (,00 -- --
200 I '.IJ 5 --

'l,'J()() 10, 'JO(J $ fl,500 --
2 . 16~ I , 119 I , 212 5 

I 3, 200 I 2 , 100 14 , 300 $ 11 , 900 

2. ~4 1 30(, I , 7Rh 440 
11>, 100 13, ~00 16 ,200 17,600 

I , 5JJ 19R 4'12 614 
I 7,100 lit . 10() 16,YOO 17,700 

I ,09 1 I Oh 2R7 256 
17.700 }1,' IOU 17,000 17, fiOO 

I , 026 66 263 20 1 
18,000 14 , )00 16,900 17,800 

935 38 207 206 
I B, 100 16 , lOO 16,900 17,1,00 

684 19 100 141 
18, 100 16, )00 I 7,000 17 , 600 

322 2 29 60 
18 , 000 12, lOO 16,900 17,400 

105 - 6 18 
18,100 - 17. 100 16 , 600 

'· ~ 4 3 3 
11 • • 5oo I 13, JOO 16, 100 17, 900 

-I-- _L..___ -

TEACHERS 

Ye ars o f scrv lc -- . -- -

15 - 19 20 - 21, 25 -

I , 14 7 681 ' $ 18,400 $ 19, 100 $ 1'l,f 
- -
-- -- --
-- -- --
-- -- ---- -- --
-- -- ---- -- --

I -- --
$ 17, f>OO -- --

204 I --
18,400 s 17,800 --

350 'I I --
I R, 900 1!1, 700 --

217 222 
18 ,400 20, 000 $ 18,9 

142 }1,8 I 
18 , 000 19 ,200 20 ,2 

142 128 
1R, OOO 18,400 19 , ~ 

62 70 
17, 600 18 , 100 I? , I 

29 23 
17,700 17,600 19,F 

-- --
-- -- I 8 , f 

~ 1~ - ~ 
~G 9 5 
00 $ 1<),11()() 

55 
00 

57 
00 

86 
00 

42 
00 

15 
on 

I 
00 

31 
$ I '1 , 100 

'•I 
18 ,800 

17 
lq ,500 

4 
17,900 

35 and 

$ 1 7. 1,(1() 

27 
19 ,40() 

I'J 
I R, !IOO 

10 
2 1. 100 

2 
$ 6 , 600 

6 
9 , 400 

4 
11 , 600 

3 
10 , 400 

1 
9 , 800 

2 
15 , 000 

9 
12 , 600 

7 
17 , 500 

9 
22 , 800 

8 
25 , 200 

2 
20 , 000 

75 ) 
9 , 900 

$20 ,6011 

11. ~on 

'I 
1 2.~00 

~ 
I I • • 7110 

4 
17, h()() 

1 
11 .500 

111, too 

l h , 100 

16,800 

34 
11. ,000 

' i 
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ll. EMPLOYEE DA~ 

w~ rec~ ived dat a on 15,543 State 
Employees and 10,850 Teachers 

The data included age, 
the Svstem on June 30• 1978' 

participatin!l in · i t The average salary of 
Sal•ru for each partie pan . 

service • sex , and "" ; 20 State Emp loyees and $16, 0 for Teachers , 
the participants was $12, 300 for 

1 
Offi cer s and 112 Legislators. About 

The data included 365 Corrections 
ot cover ed by Social Security and 

55 per cent of t he Teacher s -- are n 

therefore nr~ el igible for Teacher s Survivor benefit s. 

Tables lA and IB give det ailed age , service and average salary data 

ti ely In preparing t hese 
on State Employees and Teachers, respec v • 
tabl es, we assumed an annual salary of $10, 000 for the State Employees 

for whom earnings were missing . A $15, 000 annual salry was imputed for 

Teach~rs with unknown compensation. 

Tables 2A and 2B summarize certain basic statis tics on active State 

Employees and Teachers and compare t hem t o those of the pr evious year . 

During the year , average salary for State employees increased by 9 . 8 per 

cent whil e Teacher 's average salary increased by 9 . 5 per cent . Aggregate 

payroll incr eased by 7. 9 per cent and 6 .8 per cent for St ate employees 

and Teachers , respectively . 

Overall , t he data was in excellent condit ion . Ther e was no problem 

with missing sex i nformation on State employees as was encounter ed in 

t he pr evious valuation . We r ecommend that the Board continue to purs ue 

i t s pr ogram of storing all basic information on participants on compute r 

files . 
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Table ~A 

Statistical Jata on Active State E=plovees 
~ Ju~e 30, 197B a~ !97i 

Number of cover ed employees 

Total annual salary 

Ave r age annua l sala rv 

Ave rage age 

Ave rage yea rs of service 

Kumber eligible for service 
ret irer.ten t 

~umber ves t ed but not eligible 
to r e tire 

RHODE IS~\~ ERS 

25 

J:.me 30, 
1978 

15,5-3 

$190,!51,300 

11,300 

~3 

s;, 

3.357 

15, ;oo 
Sli6,569,900 

I! ,100 

991 

3,015 



Table 2B 

Data on Active Teachers 
Statistic~ June 30 , 1978 and 1977 

June 30, 
1978 

10, 850 
Number of cove r ed employees 

$176 , 022 , 900 
Tot al annual s alary 

16 , 200 $ 
Aver age annual salary 

39 
Aver age age 

1~ 
Aver age years of service 

Number eligible fo r service 
r e tirement 

460 

Numbe r ves t e d but not eligible 
3 ,864 

t o r e tire 

RHODE ISLAND ERS 

26 

Jun e 30 , 
1977 

1 1, 143 

$164 , 883 , 600 

$ 14 , 800 

38 

9~ 

4 18 

3 ,410 

lli . RETIREE DATA 

The data o n r e tir ed membc r R a nd bene fi c i a ri es inc l uded age , s~x, 

mont hl y h\..: ne fi t , n.: t l n .:mcnt date , option , and type of penRion . 

The f ol l owing a r c s i gnificant s t a tis t ics on the reti r ed g r oup: 

S t a t e Em~ lo!!ees Tea cher s 

Pens i one r s: 

Number 3 , 851l 2,620 

Ave rage a ge 70 72 

Ave rage monthly benefit $ 274 $544 

Beneficiar ies: 

:~umber 159 64 

Ave r age age 77 75~ 

Aver age mont hly benefit $20 4 5 31',1', 

Table 3A gives d i s t r ibutions of t he 361 new State Employee pension§ 

in the cur r ent year by type of pension and amount . Table 4A does the 

same f o r age a t r e tir ement. Tables 3B and 4B a r e s i milar for the ! 57 

new Teacher pensions. 

Tables SA and 53 g ive distributions f or all pensions in force at 

the end o f t he fiscal yea r by t ype and amount . Tables 6A and 6B do t he 

sarr.e by age. 

The data on retir ees •as r easonably good for retir ed employees 

Ho·..:evtr , it ·•as inadequate t o be certain that beneficiar ies werf: 

c lassified c o rrectly. 

The data on ter=inated e=? l oyees ~ith vestee righ ts •as not adequat~ 

t o c alculate a c ost : c r the= . 

·,;e r t-:o:::-e:1C t hat t his i:t! o r-.....ation be !:!.aint a ineC. b y t h i s s : ... s t e:::E so 

2.7 
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CD 

I 

~lonthly Amount 

To tal 

Unde r $50 
$ so - $ 99 

100 - 149 
150 - 199 
200 - 249 

250 - 299 
300 - 349 
350 - 399 
400 - 449 
450 - 499 

500 - 599 
600 - 699 
700 - 799 
800 - 899 
900 - 999 

1 , 000 - 1 , 099 
1 , 100- 1 , 199 
1,200- 1 ,299 
1 , 300 - 1 ,399 
1,400- 1,499 

1 ,500- 1 ,999 
2 ,000 - 2,499 

RHODE ISLAND ERS 

:·1clllt l• l y Amoun t 

-
To t H I 

~ ) () $ 'J 9 
I SO - 19'.! 
2 ()() - 21·9 
l'>O - 2?? 
100 )1,9 

350 - 199 
/.()() 44 <J 
lt 50 - '•99 
500 - 599 
MJO - 699 

700 - 799 
800 - 899 
900 - 999 

I ,000 I , 099 
I , 100 - I , 199 

I ,200 - I ,299 
I , 100 - I , 199 
I ,Ml O - I ,1,99 
1 ,500 - I , 999 

ll!IOUE I SI.AN!l ERS 

-

Table 3A 

Pens ions Awarded in the Year Ended June 30 , 1978 
By Type and by Monthly Amount 

STATE EMPLOYEES 

Type of pension 
Total 

Ordinary Accidental 
Se rvice Disability Disability 

361 320 29 8 

3 2 -- l 
22 19 2 1 
52 51 -- l 
55 42 12 1 
43 34 7 --
37 3 1 4 1 
21 19 1 --
11 10 -- 1 
16 15 1 --
10 10 -- --
22 20 -- 2 
15 13 ·2 --

8 8 -- --
9 9 -- --
5 5 -- --
8 8 -- --
6 6 -- --
4 4 -- --
7 7 -- --
1 1 -- --
5 5 -- --
1 1 -- --

T<thlc 3B 

Pe nsions Awarded i n the Yc<t r Ended Jum• 30 , 197R 
By Type and by Nonthly Amount 

To tal 

----
I S 7 

I 
2 
3 
6 
7 

5 
8 

II 
I 7 
)(, 

19 
I 7 
I 1 
18 
5 

5 
3 
2 
I 

TEACHERS 

Serv i c e 

14f> 

I 
2 
3 , 

5 
8 
R 

If> 
I 3 

19 
In 
I I 
17 
5 

5 
3 
2 
I 

Ty pt• of PL'IlHlon 

Onl lowry 
llbwhlllt y 

)() 

2 

J 
I 
1 

-- -

Legislator 

4 

--
--
--
--

2 

1 
1 

--
- -
--

--
--
--
--
- -

--
--
- -
--
--
--
--

1\c'c 1J,•nt a I 
lll>::ohi II t y 

----

J 
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Table 4A 

Pensions Awarde d in t he Ycnr Ended June 30 , 1978 
By Ty pe and by Age on Effective Date 

Ag<• on 
Effective Date Total 

Tota 1 361 
-

25 - 29 1 
30 - 34 2 
35 - 39 1 
'•5 - 49 6 

50 

( 5 1 

12 ~ 52 
53 
54 

55 

"( 
5 () 

'j ] 

51! 3 
5 \1 - 7 

hU 

( h i 21, 
h 2 173 5 7 
f>J 33 
64 lb 

65 

( 6(1 2 1 
67 12 1 19 
hl:l 12 
ht) 17 

70 nnd ewe r IH 

HllODF. l SLANn EHS 

A~·. • · ti l l 

I·. I ft •t' l I VI' Dll l i' 

'1'11 1 111 

/j( J h~ 

h~ h~ 

',() 
~~ 

~'J 

~ () 

I 
~ I 

~H 

~~ 

(, () 

ld 
(> 7 

'•'I 
'"• 
(,'_, ,,,, 
0/ 
0H 
ft iJ 

/0 

Il l lOII I~ I HI.ANII I.:H H 

STATE EMPLOYEES 

Type of ens ion 

Ordinar y Accidental 
Se rvice Disability Disability 

320 29 8 

-- 1 --
-- 1 1 
-- 1 --

2 3 1 

-- -- 2 
-- 2 --

2 2 --
2 -- --
1 1 --
6 2 1 
3 1 --
1 -- --
2 1 --
3 4 --

1, ) -- --
22 2 --
52 5 --
30 1 2 
I S -- 1 

50 1 - -
2 1 -- --
18 I --
12 -- - -
17 -- --
18 -- --

----- ---- --------------~ ---' 

Tal> 1 L' 411 

l' t•Jn: l otl s Awnrdl'd In t lh.' Yt.•nr EndL'tl .lunL' \0 , 197 H 
Hy T ype nod hy A)~t.· 0 11 Efft•c t tv(' llatt> 

' I 

(' I 
'I 

2 1 2 
I, 

~ 

(' I 'J 
H7 17 

I) 

I I, 

( 'I'J :, 
(I 

II 

T I·:AClli-:HS 

S, ·rvlt't' 

l ltft 

" I 
2 
I, 

11, 
1'1 
I 7 

•• 
1/, 

:2 
7 ,, 
(, 

II 

Typl' of rwn ~ t t.ll\ 

(lnllnnry 
ll i Hahi \It v 

1n 

Legislator 

4 

--
--
--
--
--
--
--
--
--

3 
--
--
--
--
--
--
--
--
--

1 
--
--
--
--
--

-------- -------

•kt• l,l••ntn I 
lli Hahlll t ,. 
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Mont hl y Amount 

To t a l 

Unde r $50 
$ 50 - $ 99 

100 - 149 
150 - 199 
200 - 249 

250 - 299 
300 - 349 
350 - 399 
400 - 449 
450 - 499 

500 - 599 
600 - 6 99 
700 - 799 
800 - 899 
900 - 999 

I , 000 - I , 099 
1 , 100 - I , 199 
I , 200 - I , 299 
I, 300 - I , 399 
I , 400 - I , 1,99 

1,500 - I , 999 
2, 000 - 2, 499 

RIIOIJE J SLANU ERS 

HtHI I II I y AIIIOIIIII 

T o t nl 

lind• r (, ';fJ 

',f) ', ' I 'J 

l fJfl II,•J 
I 'I {J I 'J'J 
~f lO '/1,11 

; •,o 'J ij fJ 

'If i ll 'JI,'J 
1'•11 J'J'J 

/ ,!)1) 11 111} ,,.,,. '•'J'J 

'•00 'J 'J'J 
l oOO (, ')f) 

/I HI 7'J'J 
llllll ii'J' J 
'Hill 'J 'J'J 

I , Oilll 1 , 0 '1'1 
I , 100 I , I 'J'J 
I , 71 HJ I ,2'1'1 
I , '1110 I , VJ!J 
1 ,1,()() ) ,/11JfJ 

I, '>00 1 ,tJ(J'J 

L' 000 'J,I,'J'J 

IOIOilJ: I ~ ; J.AN IJ !':ItS 

Total 

4 , 017 

139 
730 
764 
537 
393 

278 
212 
156 
146 
99 

183 
93 
77 
60 
41 

33 
23 
2 1 
12 
5 

13 
2 

II 'J'otn l 

:> , r,ut, 

I 
17 .,., 

I ~t, 
Ill 

I U 
I 'J l 
~ I ll 
1,(,') 

I 1,~ 

u·, 
~ II' ) 

2 / 'o ,,,., 
I ~I, 

(, 1) 

711 
I'J 
10 

II 
,, 
I 

Table SA 

Pens ions in Force on June 30, 1978 
By Type and by Monthly Amount 

STATE EMPLOYEES 

Type of pension 

Ordinary Accidental 
Se rvice Disability Disability 

3, 376 29 1 68 

118 6 7 
662 30 6 
644 84 9 
432 72 6 
304 36 4 

221 22 5 
164 12 6 
129 12 8 
118 5 2 

83 -- 3 

135 8 8 
86 4 --
72 -- 3 
59 -- 1 
40 -- --
33 -- --
23 -- --
2 1 -- --
12 -- --

5 -- --

I 3 -- --
2 -- --

--- --- ----·--·----

'1'111> 1<· Sll 

I' I· II '' I 0 1 11~ l 11 Fo r C' I' o n . I I I IH' '\0, I'J7K 
By 'f' ypt· n nd hy ~IO !II It l y Amcuml 

TEAC: II EHS 

'l'ypt• o f H' llH lO ti 

Legislator 

123 

--
--
--
--
22 

23 
17 

4 
18 

8 

31 
--
--
--
--
--
--
--
--
--

--
--

'--

.,-- ---
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Bene fic iary 

159 

8 
32 
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27 
27 
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13 

3 
3 
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1 
3 
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--
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--
--
--
--
--
--
--
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... 
"' I 

Age on 
June 30, 1978 

Total 

25 - 29 
30 - 34 
35 - 39 
40 - 44 
45 - 49 

so - 54 
55 - 59 
60 - 64 
65 - 69 
70 - 74 

75 - 79 
80 - 8L. 
85 - 89 
90 - 94 
95 - 99 

100 - 104 
105 and ove r 

RHODE ISLAXD ERS 

Agt • nn 
)I lilt ' J(J ' I<J 7fl 

'Jo t :1l 

/ () 2'· 
I, C) '•'• '· ') '•'J 
·,o ')I. 
r) rJ 59 

r,o ,,,. 
h 'l 69 
]f) 7'· 
7 ,, 79 
AO At, 

H'; 6'1 
90 94 
'I ~ ')I) 

10() 1()/, 

I!IIOill : I Sl.fiNU ERS 

Total 

4,0 17 

4 
4 
3 
6 

28 

52 
156 
634 

1 , 146 
988 

577 
277 
105 

26 
8 

I 1 
2 

I 

II Total 

H 
2,h84 

5 
12 
72 

153 
()]) 

718 
'·05 
268 

11 4 
33 

5 
2 

Table 6A 

Pensions in Force on June 30, 1978 
By Type and By J.&e 

STATE ~LOYEES 

Type of pension 

Ordinary Acciden~ 

Service Disability Disability 

3 , 376 291 68 

-- 2 -
-- 3 1 
-- 3 -
-- 2 2 

2 20 6 

7 28 11 
48 67 15 

523 77 10 
1 ,038 54 18 

919 24 4 

511 9 1 
223 -- -

78 -- -
19 1 -

6 1 -

-- -- -
2 -- -

Table 6B 

Pensions in For ce on June 30, 1978 
By Type and By Age 

TEACHERS 

Type o f p<'nq(on 

Legislawr 

123 

-
-
-

1 
--

3 
19 
21 
25 
19 

15 
15 

!. 

1 
-
-
-

I Ordinary 

1 
Ace ldPnt.l l 

S<·rv l c<' lllq:~bl lI t \ U!,.ab I I It' I 
~ .! -· 

-1 
. -

-r - -
2' 5 )6 74 

-I 
II 

I 4 
-- 7 I I 54 I) ) 

lJI In '· , ~~ 13 --
71 5 8 --
386 l , --
25 1 ~ --
107 I --

31 -- --
4 -- --
' 

I 
3e::e! ic 1..a.ry 

!59 I 

2 
-
-

1 
-

3 
7 
3 
ll 
22 

41 
39 
23 

5 
1 

1 
-

S..•n.,r lc !.trv 

,~ 

--

~ 

1 

1 
'> 

" I~ 

11 

" ~ 
I 

I -- I 
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IV . RETIREMENT FUND 
(I) 

u "' "'. 
The Retirement "' 

The Sta t e the Employees ' Retirement Fund . "' 
maintains ~ 

financi al statements as of June 30 , 1978. "' 
Board provided us with "' V> 

.... .... 
The ~I 

N 0 

~ 
N 

The Fund r eceives all member and employer contributions . 
.... (I) "' 

~ 
(I) (I) 

~ 
(I) o. 

State Invest ment Commission, with the income 
(I) 

assets a re invested by the 
.., 1-': "' 

"' 
0 

being added to the Fund and available for r einvestment . 
0 .., 0 

<I> .., 

for refunds of employee 
(I) 

~ 
0 N 

Payments out of the Fund ar e primarily "' "' "' 0 0 

~~ 
"!. (I) -"' 0 

contributions , lump s um death benefits , and pension payments . Contri- "' 0 .... (I) .., .., N 

bution refunds occur when an employee t erminates employment and el ect s ; 0 N 
(I) ...;' N "' "' 

t o take a r efund , or when he dies after ret i r ement without havi ng 
V> V> ,... V> 

r eceived payments from the Fund equal to his t ot al contributions . "'"' ""' Ul-< .., 
" n QJ'O 

,., 

"'" 
.... 

Table 7 gives a summary of i ncome and expenditures for t he year s ><"' 0 
"' (I) 

"'· 
ended June 30, 1978 and 1977 . "'"' ""' "' .. .... .... 

OJ 
V> 

so 

At June 30, 1978 assets totalled over $319 million . Table 8 gives 
OM 
u 0 
" OJ "' 

~ 
.. 

a breakdown of the assets and compares 
OJ H C: 

~I 
"' "' "' "' 

;j them t o those of the pr evious ..... " 
(I) "'. "' 0 " .D ..... ..., ...;' "' "' .... 

"' 0 "' ..: ; ., 
year . About 75 per cent of the fund was invested in fixed income E-< "' 

.., 
" ": 

(I) "' ., OJ .., 0 " 
""' 

0 

securities such as bonds and notes. OJ " "' ...;' .. 
s w "' V> "' 0 
OJ V> ., 
., Ul 

"' ... "' 
The financial s tatements 

., "' 0 

8~ 
0 0 

indicate that 53 per cen t of t he asset s UJ .. "' "' .... (I) .., 

1 
" >< "' 

.., 
"' "' "' 

., ,., .., 
"' 

r e late t o State Employees , 42 per cent are for Teachers, and 5 per cent 
... .. ,._;' .., ,._;' .,;- " 
<1l.C "' ~1 

.., .... 

relate 
g., "'. "' "' 

.. 
t o Teachers Survivors' benefits . The re is also a small 

.... ., 
unalloca t ed " ... "' .; .,;- 0 

UJ 0 .., 
"' "' 

reserv e for unclaimed benefits . Tabl e 9 shows the allocation of assets 
... V> V> 0 ., 

in detail for 1978 and 1977 . 
., ., 
" Ul Ul .. "' 
., 

Ul "' 
Ul 0 

" OJ '" ... " " OJ s "' 0 Ul 
OJ 

~ 0 "' " "' ;.-. 
u "' 0 s 

., X .. 
Ul "' OJ " s "' " OJ s 

" " 
.,.. :J 

,., 0 OJ ., OJ 

.s "' 0 c: ., u ,., 
" ~ ... Ul 

" ... 0 " 
., 

" .D " OJ OJ ., 0 ., --< .s c: .. "' Ul .... .. > ... 
" ..... " 

., 
"' '" "' 

,., .., ., OJ "' 0 " ~ 
., 

~ " 
.., 

" s 
.., .... " .. .... " ... "' "' " r.: ~ " ..... .., .., 

" ... " 0 c " OJ ~~ 
OJ .... UJ 

... .0 ... .., .0 OJ u .: .. OJ .... " .... s .... "' .... .., 
.;'; .... " " "' " " .... .s ..... 0 "' § ... " ... 

" "· "' Ul "' " OJ OJ OJ u ,., 
w 0 c: oJ ., .... CJ c. ~ .D " 

.., 
~ " .... 0 

u 5 u .... "' g OJ " --< ~ ~ 0 
oJ 

~ 'f. ,., > 0.., "' " .D ~ .D 

... E "' :; 01 "' " u .... c.. 0 .... OJ 

OJ 
u ., u u ., ... oJ .... """' .... ... ,., 0 c C/) 

"' < v. B ~ .,.. ~ .., 
"' 

.., .., 
"' ~· ... '-' '-' .... ~ 

.., w 
~ 0 " s g. ::: .... " "' c: .., v. 

·r. " :J -" ... ·- " 0 0 "' "' ~ f- 'JJ z " c u z ~.0 01 0.. c u E-< " :! c c.. 'f. ~ ::: u 
s ;: "' :J c "' 

0 
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36 37 



c.> 

"' 

Table 8 

Assets as of June 30, 1978 and 1977 

Cas l1 

Acc ru~d interes t receivabl e 

I nves tmt: n ts 

Cove rnme nt bonds 

Corporate bonds 

C<.lmmon and pre f e rred s tocks 

Certif i c at es o f deposi t 

Si·ll\rt- term notes 

Rl. pu r clhlS4..' agr eement s 

(L ... : .... s) UnanhJ r t i zed premi ums and 
,I i. ">COlll\l S 

l llLt l ass~..• t s 

1978 

$ 2 ,076 ,229 

3, 984,800 

$ 65,669 , 66 1 

125,2 13 ,267 

73 , 558 , 000 

11 , 337 , 778 

39, 122,263 

(1, 537 , 474) 313 , 363,494 

$3 19,424, 522 

i'h 1 t l ' : n. t.d 1 f i_gu r es may lltll add to toLals due to r ound i ng . 

\(11\llll. l S!.AN!l l·: RS 

State Employees : 

Employer r eserves 

l'tcmbc r reserves 

Tot a l State Employees r ese rves 

Teache rs: 

Employer reserves 

Me mber r e ser ve s 

Total Te a c he r reserves 

Table 9 

Allocation of Asset s by Plan 
as of J une 30, 1978 and 1977 

$ 114 ,973, 981 

53 , 550 ,703 

s 60,994 ,394 

74 , 255 , 436 

1978 

$168 ,524,685 

135 ,249 , 831 

~ Teache rs Survivo rs: 

Empl oyer reser ves 

Me mbe r r eserve s 

To t a l Teac he r s Surv i vors r eserves 

Unallocat ed: 

Uncl aimed benefit r ese rve 

To t a l a ssets 

$ 10 ,972, 310 

4 ,638 , 36 1 

Note : De tail f igures may not add to totals due to rounding . 

RHODE ISLAND ERS 

15,6 10 ,67 1 

39 . 336 

$3 19 , 424,522 

1977 

$ 1 , 193 ,20 5 

3,632 , 935 

$ 59, 172,08 1 

121,932,600 

62,077,8 11 

5. 100,000 

19 ,555,263 

8,000 , 000 

(761, 278) 275 , 07& ,476 

$279,902,6 16 
------

1977 

$ 100 , 890 ,805 

48, 695 , 456 

s 49,403,817 

66 ,899 , 231 

s 9,722 ,545 

4, 219,680 

$ 149 ,586 ,26 1 

11 6 ,303,048 

13,942,225 

71 , 081 

$279 , 902 , 6 16 



v. ASSU!'IPTIONS AND HETHODS 
ACTUARI AL 

f 1 benefit payments 
l an consists o t lC 

The actual cos t of a pension p nings. An actuarial 
i ve stment ear 

and administr ative expenses less any n blish a r easonable 
cost so as t o es ta 

cost method aims to budget thi s ib ions and the employee 
1 pens i on contr ut 

r elationship between emp oyer The result is an 
ns i on obligation . 

se rvices tha t give rise to the pe ents . A fund accu-
anticipates future paym 

employer cont ribut ion which h ultimate cost . 
income , thus r educing t e 

mulates which earns investment 

contribution r equires that projections, 
Calc ul a t ing the appropria t e Some items , 

made as t o future experience. 
' nd tller e f or e assumptions , be 
u t e l y Othe r s, 
such as mortality rates , can be Predic t ed f airly accura . 

s uch as fu ture sa lary i ncr eases , 

variation . It will be useful t o 

f e subJ' ect t o considerable are , 0 cours , 

identify the assumptions used , particul

are implicit in certain of 
arly s ince broad questions of fiscal pol~~: same as those used in the 
the assumptions. These assumpt ions are 

June 30 , 1977 s tudy . 

~tortality Rates 

rates would conform with t he 19 71 Group 
We assumed that mortality 

Annuity Hortality Table. This is a r ecently published table o f pension 

plan mortality, and we believe it will be a r easonable basis f o r expe r -

It i s one of the tables in genera l use in ience unde r the System. 

valuing pension plans in t he United Stat es. 

e xpectancies after r etirement. 

Salary Pr o j ections 

Table 10 gives some life 

h I d on t he three h i ~hes t The Systcm providL'S ben<'f i t s t at a re >ase 

consecutive years ' saln rv for each empl ovee . To a ssume th.:tt each cmpJ oyet' 's 

S.llnry wl ll lw t he s.unL' in lht• thre e yea rs be fo re re tirement a s it i s 

I m lay \·wu l d ~.;crin 11 s l y w11h•r s t.1l l.' the Svs tem1 s cos t. r\cronling, l v . \,.rt • U '-1<..' 
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a salary proj ection to anticipate fut ure increases in earnings . 

Additionally, it i s appropriate to compute pension norcal costs which 

are level as a percentage of payrol l rather than level as a dollar 

amount , and a salary projection is a lso used for this purpose . If the 

cos t were calculated as a l evel dollar acount for an individual , the 

cost might be a high per cent of his pay when he vas young and a lover 

per cent of his higher salary at a l ater age . By use of a sa lary 

pr ojec tion , the contribution for an individual , all ot her t h ings reoaining 

the same , tends t o stay at the sace percentage over the years . 

How t o project future salaries is a cajor poli cy question . To what 

extent should one seek to anticipate , t hr ough present contributions , the 

full i mpact on pension costs of fut ure salary changes ? 

For purposes of our cost determination, ve have cade a moderate 

allowance for general salary increases in the future . We also r eflect 

sa l ary increases as t he result of l ongevity and promotions . The scale 

has relativel y greate r increases at the younger ages t o co rrespond with 

the St ate's salary schedules . The salary scale factors a r e : 

20 
25 
30 
35 
40 
45 
so 
55 
60 

Present Salary as a 
% of Age 65 Salary 

17. 45 
22.07 
27.76 
34.62 
42 . 68 
51.76 
61.77 
72 . 98 
86 . 08 

Annual Increases 
(Rate %} 

4.84 
4 .75 
4 . 59 
4 . 39 
4 . 08 
3 . 72 
3.45 
3. 33 
3.16 

As 1dll appea r , the problem of salary projection has a parallel in 

the question of choosing an ass=ption as to futur e investment yield and 

t he l\,'O ar~ somewhat i nterrelated . 
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• 
\ 

I:: .._.,7 ...,..,Io:t« 

~~~• :~ !ul l ~!Its . 

each year :r~ all causes ezce?t r~ : i ::-e
oe asst.t:oe<! that ter.Unations 

:c::t ~ould ~e as foll~•s: 

State Ur.>l~ees (~te %) 

Oisabili t.l. liitncra-•a l 
~ ~· 21.20 
21) .05 .06 15.80 
25 .06 . 09 

11.60 
)I) .08 .11 e.t.<.l 
35 .11 .15 

6.20 
40 . !6 . 22 

4.20 
45 . 29 . 36 

so . 53 .6! 
55 . 85 1.01 

60 I. 3! 

!5% of the above disabilit y rat es a re service- connected. 

Teachers (Rat e %) 

~ Death* Disabili tz Wi thCrar...·al 

20 .05 .06 12.30 

2S .06 .09 9.70 

30 .08 .1! 7.5G 
35 .11 . 15 5. 66 
40 . 16 .22 4. 14 
45 . 29 .36 2.75 
50 .53 . 6! 
55 .85 1.0! 
60 1. 3! 

157. of the above disability rates are service- connec tec. 

*Rate ~ shown a re fo r men; rates for women are sl i gh tly lower 

:<ote: Detail figures may not add to totals sho•.m due t o r ounding . 
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Tot.::l:r. 

21.31 
15.95 
11.79 
8.66 
6.58 
!..S5 
!. 13 
!.86 
!. 31 

Total* 

!2 . 50 
9.85 
7.69 
5.92 
4 . 52 
3.41 
!. ! 3 
!.36 
!. 31 

:ea..:.:...C:::- :..S =.:.::.a~: ~3 a=.C ~ :: == x-=.: : ::.c.=: == se-r:.2. :..:. z=T ~ 

~.~re c::.C ~:C:e:e: a.:.r~ :lC:~ ~ ~--:::e! ~==-"""::.3 :! .i.? z::.c. 

c.a:.cu.Latio-=. ass·~ 3 ;.e:- -=e::.: a=::a.: ~!: !.::=""u.se..s ~ ~:-::-::..::..ec: ~ 

Sca::..:ce: . I : s :.c:.:.::; ~E ::.c : e:C : 2 : =zs:-:::-:!.....-r~ :...=.--=--=LSC:5 .i== ~ :::. 
t~e o rigi~ ?e~ic~ ~~~; ~a: ~-~ __ _ ~-crpcr=~ci ~ =~ :cz= -- ~-

retire=e::~t syste:l. i.:l ge::e=a.: . E a syst e::t :s ;u:ru.ar'...a.:..:.y =~ (so 

that i t i:as a subst.;wt ia.!. :-ese~ w=-:c..~ is e.ar--i:!.g a=. ~s::me=.:: yi.e:.lC). 

a yield of 6 p~: c~t - ic c:~::-ast tc a 5 ;er cec: yielC - .r~: :-eC~e 

cos ts by 16-20 ?er ce::~t. 

A.."1 asst=?tio:t =usc ~e =.aCe :occer:U.ng :t.::-ure yielC.S. It :tt:S: be a 

rate t hat - ill ~e valiC :~r t~e :cag-~, ~~t ~s , =ot only :or ~~ey 

i::.\·c:sted today or :te.xt year , =..ut also : or =oz:ey i:lvesteC 10 a::C. ~0 years 

fro= r:.o· .. ·. 

Ke selected a:1 i nves t=e=t re:un assu=:;>t~o:t o: 6 1/ 2 ?er ce~t ?er 

,·ear for our calculat io:1 . :-::is asstc;)tion t akes account of pr obable 

~oderate long- tee= infl acio:1 ~uc is not tied cir ectly tc t he higher 

ra t es curre:1t ly a\·ai la':)le. 
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Funding Hethod 

1 cost " method of fundin~ . This 
" t y a ge norma 

We have used the en r to be pr ovided to an individual 
me thod s reads the cost of the benefits 

P from his date of employment to hi s 
as a level percentage of his pay 

The normal cost for the ent ire system is 
assumed date of retirement . 

equal to the sum of the normal 

s e nse , it can be visualized as 

c urrent year . 

cost s for all participants. In a rough 

the cos t of benefits earned during the 

The actuarial liability represents the amount by whi c h the future 

normal cost s fall s hort of meeting the cos t of future benefit payments. 

It can also be viewed , roughly , as the value of benefits accrue d f o r 

service prior to the valuation da t e . 

Overall Actuarial Basis 

We believe that our a s sumptions , t aken as .1 who l e, arc r e a sonable . 

To the extent that actual experience is be tter or worse tha n assumt>d , 

gains or losses will deve lop , with appropriate dec r eases o r increa ses in 

fu ture costs . 

Missing Data 

I t wns also necessary to m;Jke certa in "non-a c tua r i al " as s ump tions 

where data was mis sing or incomple t e. rn a ll ca ses , w._-. as~ umed su r h 

individunls had the same c har.1ctcri stics a s otlw r partici pan t s, t11kin): 

into account the known c hnrac t e ri s ti rs (P .g. male memb<' r s agp 37 wi t h 

unknown service we re ass umed t o h<-tve thl' s a me ser v i ce r! Js t r f bu l i o1 1 .I S 

male members ngP 37 with known s ervi ce ) . 
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Age 

55 
56 
57 
58 
59 

60 
61 
62 
63 
64 

65 
66 
67 
68 
69 

70 
71 
72 
73 
74 

75 

Table 10 

Expected ~u=ber of Years of life 
Remaining at Specified Ages 

Male 

22 . 7 
21 . 9 
21 . 1 
20 . 3 
19 . 5 

18. 8 
18. 0 
17 . 3 
16. 5 
15 . 8 

15. I 
14. 4 
13. 8 
13 . I 
12 . 5 

II. 9 
11. 3 
10. 8 
10. 3 
9. 7 

9. 2 

19 71 Gr oup Annuity 'lorta\it y Tublt'. 
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Female 

28. 0 
27.1 
26. 2 
25 . 3 
24. 4 

23. 5 
22 . 6 
21.8 
. 0. 9 
20 . 1 

19 . 2 
18. 4 
17. 6 
16 . 8 
16 . 0 

15 . 3 
14 . 5 
13. 8 
13. I 
12 . 4 

II . 7 



VI. RESULTS OF VALUATION 

St ate Emplovees 

of J une 3o, 19 78, developed as 
The cos t s for State Employees as 

fo llows: 

(l) 
(2) 
(3) 
(4) 

(5) 

(6) 

% of 

Item ~ Payr oll 

Par ticipating payroll $190, 451 , 300 
5 .5% 10,487 , 200 Employer normal cos t 

260, 856 , 700 Unfunded actuarial l iability . 
Amortization of unf unded ac t uar lal 

liability over 30 year s f rom 
18, 757,200 9 . 8 July 1, 1978 

Total annual cos t if paid J uly 1, 
29 , 244 , 400 15 .4 1978 - - (2 ) + (4) 

Total annual cos t if paid monthly 
30, 194 , 800 15.9 = (5) pl us ~ year int er es t 

as Compl e t ed assume that t he empl oyer contribut i on The calculations 

will be paid into the r etir ement fund a t the beginning of each year , and 

will s t a r t to earn inter es t f r om that dat e. In fac t , t he money i s 

deposited mon t hly . Thus about half a year 's interes t is l ost, and t he 

contribut ion must be i ncr eased t o ref l ect t his . Line 6, above , i ncl udes 

this adjustmen t . 

The fund i ng sta tute calls for t he St a t e t o cont ribut e the full 

normal cos t plus 70 per cent of the 30-year amor tization of the unf unded 

ac tuarial liability fo r the 1979- 80 fisca l year , and also calls for an 

increase in the empl oyee contribution rate of 0 .5 per cent of pay as of 

J uly 1, 1979 . Based on this r equirement , the 1979- 80 empl oyer contr i 

bution f or St a t e Emp loyees shoul d be 12.3 per cent of payro l l. 

The " full cost " of t he Sys t em' s benefits (line 6) i s 15.9 per 

cen t of payr oll which compar es to 15. 1 per cent fo r the pr evious year . 

T3king into account the scheduled incr ease in the employee contribution 

rate, t hi s figure would be 15.4 per cent for 1979-80 . The incr ease in 
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cost i s due primarily t o actuarial losses fr~ sala- · 
- • • incr~es in excess of the assumed rates and h . 

t e fact that last year ' s statutory 
contribution r epresented only a portion of the "full cost" fo r that 
year . 

Teachers 

The costs for Teachers as of June 30, 1978, developed as follows : 

Item % of 
~ Payroll 

(l) Participating payroll 
$176 ,022, 900 (2) Employer normal cost 

8 , 202 , 100 4 . 7% (3) Un funded actuarial liability 
374. 329 . 200 (4) Amortizat i on of unfunded act uarial 

liability over 30 years from 
July 1, 1978 

26 , 916 ,600 ]5 . 3 (5) Total annual cost if paid July 1, 
1978 -- (2) + (4) 

35 , 118 ,700 20.0 (6) Total annual cost if paid January , 
1979 = (5) plus ~ year interest 

36 ,260,100 20.6 

The calculations as completed assume that the employer contribution 

will be paid into t he r e tirement fund at t he beginning of each year , and 

will star t t o earn interest from that date . In fact , t he money is 

deposited in January . Thus about half a year ' s interes t is lost , and 

t he contr ibution must be increased t o r eflec t this . Line 6, above, 
includes th i~ adj ustment. 

Apply ing t he funding s t atute to t he Teachers ' cos t s and adjusting 

for t he change in employee contr i bution rate (0. 5 per cent of pay 

increase as of July 1, 1979), gives a contr ibut ion r equirement for 

fiscal 1979- 80 of 15 .4 per cent. Half of this (7 . 7%) i s payable by the 

Sta t e and hal f by the municipalities. 

The "full cost" i s 20.6 per cen t of payroll which compar es to 20. 1 

per cent fo r t he pr evious year. Taking into account the scheduled 

i ncrease in the employee contribution r ate, this figure would be 20.1 
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, 
pe r c~n t fo r 1979-80. 

Reasons fo r 
1 cost a r e similar t o 

the increase n 

those giv~n for State employees . 

Teache r s Survivor s 
of t eacher s , i t is 

dependents 
Because we do no t have da t a on of the Teacher Survivor progr am . 

il d analysis d 
difficult to do a deta e the ac tuarial position base o n 

However , we have attemp t ed t o es timate we assumed 25 per cent o f teachr s 
For example , 

" high cost" assumptions . i e 10 per cent would be 
h in active ser v c , 

would be unmarried a t de a t ld b e marrie d with childr e n 

ma
rried but childless, and 65 per cent wou 

was age 2 3 and the o the r a t age 

Children , one born when the wife 
(two to b e s uffic ient t o f u lly 

) 
On this r ough basis , the assets appear 

32 . The normal cos t is est imated t o be 
cover the actuarial liabilities . 

between $ 110 a nd $125 per person 

employer - empl oyee contribution 

$9,600 of salar y). 

__ well within the $1 92 combined a n n u a l 

(each pays 1 per cent o f the first 

Based on this a nalysi s , we believe t he pr esent contr ibuti on is 

adequate t o s upport the p lan of benefits . 

Value of Vested Benefits 

In p r ivate pension plans, it i s customary f or the ac tua r y to p r ovide 

the "value of ves t ed benefits ". Thi s f i gure is use d b y accountant s in 

p r ep::1ring financial s t atements, bo t h as a disc l osur e item and as a 

f ::1 c tor in determining the pens i on expens~ charge, in accordance "'.'! th 

Op inion ~0 • 8 o i t h~ Accounting Princip les Boar d o f the American 

Institute of C~rti f ied Public Accountants, " Accounting f o r the Cost of 

Pens ion Pl3ns". h'hilc ~.o.·c r~co£nize that t he S tat~ i s no t cove r e d by 

this Opini ... ,n. a b ri (!f discus ion of this subjec t may be he l pful . 

un.._l(' r th..:- i' l.m's iav..:-!'tr: ... ~nt inc~~mc a nJ :n.ort.J li t v :lssu:r.ptiuns of all 
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benefits t o p r esent and f o rmer employees vhich do not have fut ur e 

employment by t he employee as a r equir ed condition f o r t hei r r eceipt . 

Thus it includes t he p r esent value of an immediate or deferred pension 

for all pensioners , beneficiar ies , vested former e~loyees, and active 

participa nts with at leas t t en years of service. For active ~loyees 

with less t han ten year s of service , only the accumulated employee 

contributions a r e included, since t hat is all such employe es vould 

r eceive if they had no further employment . 

For t he Employee's Retirement System. t he value of vested benefit s 

as of June 30 , 1978 is as follo~s: 

State Employees 

Active member s $226 , 313 , 100 

Retired members 141 , 583 , 700 

Total value of vest ed benefits $367,896 , 800 

Assets 168, 524 , 700 

Unfunded val ue of vested benefi t s $199 , 372 , 100 

Overall Status of Svstem 

Teachers 

$20 8 , 316 ,600 

184 , 288 , 200 

$392 , 604,800 

135 . 249 . 800 

$257 , 355 , 000 

Legislation dur ing 1978 further s trengthened the Sys tem' s commitment 

t oward fulfilling its pension obligations . The present funding law 

requires t hat t he full normal cos t plus an incr easing percentage of the 

actua rial liability payment be contribut ed each year as follows : 

Fiscal year 
beginning J ulv 

1979 

1980 

1981 

1982 and later 

~ormal cost plus x percent o f 3D-year 
amortization of unfunded a ctuarial liab111tv 
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70% 

80 

90 

100 



r 

tual cost than that 
ting the ac 

closer to mee · ng the transition 
This formula comes f i reasl 

in terms o nc 
Under the Previous law ' both d Under the prior 

'tion perio . 
d ing the transl until July I , 

percentages and re uc have been contributed 
ld not b formula , the full cost wou full cost contributions egin-

l provides for 
1985. The present formu a ill also result in a lower 

The accelerated funding w 
ning July 1, 1982 . ents during the transition 

S tern as underpaym 
ultimate cost to the ys will be less than under 

be funded over future years , 
period , which must 

the former funding patterns . 

It is Our feeling that , through 
this legislation, the State has 

taken a major step in 
i d to the System ' s 

securing the benefits prom se 

retirees and beneficiaries . 
present and future 
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MARTIN E . SEGAL COMPANY 
I NCORPORATED 

607 BOYLSTON STREET • BOSTON, MASS . 02116 . 16 17 ) 262 · 0 550 

December 18 , 1978 

EMPLOYEES ' RETIREMENT SYSTEM OF THE STATE OF RHODE ISLAND 

CERTIFICATE OF ACTUARIAL VALUATION 

......... 
c...-..c<> 
CLfVft.AI'oO .,......., 
[)(NV(I 

"""""" """''"" lOS .f.J'otCU.lS 
N(W01lf»>S 
N(W YOII 

"""""' StoN f U NCI!CO 
~HICTON.OC 

"""""" 

This is to certify that we have prepared an actuarial valuation of the 
plan as of June 30, 1978. 

The certificate contains the following attached exhibits : 

EXHIBIT I - Actuarial Cost for Year Beginning July 1, 1978 

A. State Employees 

B. Teachers 

EXHIBIT II - Actuarial Assumptions and Funding Method 

EXHIBIT III - Summary of Plan Provisions 

To the best of my knowledge , the information supplied in this actuarial 
valuation is complete and accurate (except as noted in Exhibit I ) and in 
my opinion the assumptions used in the aggregate (a) are reasonably related 
to the experience of the plan and to reasonable expectations and (b) 
represent my besc estimate of anticipated experience under the plan. 

MARTIN E. SEGAL COMPANY 

/L E.ZL-----
By : Sherman B. Li eberman , F. S.A. 
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EXHIBIT I 

YEAR BEGINNING JULY I , 1978 
ACTUARIAL COST FOR 

A. STATE EHPLOYEES 

The valua tion was made wi t h r espec t t o 
data supplied to the following 

us by the Re tirement Board : ) 
ncluding 4, 599 fully vested 

15, 543 ac tive participants (i ies of $190 , 451 , 300 
with t ot al annual s~~;rbeneficiaries of deceased 

4 ,017 pens i oners (including 
1 

) 
pensioners and active emp oyees 

a . 

b . 

The cost fac t or s as of the Valua tion date are as follows : 

1. 
2. 
3 . 
4 . 

5. 
6 . 

.......... $ 
To t a l normal cos t · · · · · • · · · · · · · · · · ·' ·• ·' · · ·:: :::: :::: . • .. •.• · · · 
Projected employee contributions . • . • . . • • . . . . . .•. •••.••.•. 
Employer normal cos t · · • · · · • • • · • · • · • • · • · ' ' ·' ' ' '· .. •. . ....•.. 
Actuari al liability - total ··········::::::::: ::sz87 , 797 , 700 

Ac t i ve employees ...... """""" · d 
Pens ioners ( i ncluding beneficiaries of decease 141 , 583, 700 

pensioner s and ac tive employees) . • . .••.••• :::. • • • •• • . • • • • •. 
Asse t s •.... .. ... . • · • · · · • · · · · · · · · • • · · · • •' '·' '' 
Unf unded ac tuarial l i ability · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · 

Liability f or accrued ves t ed benefits : $367 , 896 , 800 

Note : Inc luded are 140 active employees unkno•~ as to age , 
servi ce , or both . Status of benefic i aries was unclear . 
No data was provided on t ermina t ed ves t ed employe es , if 
any . 
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20 , 009 , 800 
9 , 522 ,600 

10 , 487 , 200 
429 . 381 , 400 

168 , 524 , 700 
260 , 856 , 700 

EXHIBIT I 

ACTUARIAL COST FOR YEAR BEGINNING JULY 1, 1978 

B. TEACHERS 

The va luation was made wi t h r espect t o the following data supplied to us 
by t he Re tirement Boar d : 

a . 

b . 

10 , 850 

2, 684 

act ive part ic i pants (including 4,324 fully ves t ed) 
with tot al annual salar ies of $1 76,022 ,900 

pensioner s (including 64 beneficiaries of deceased 
pensioners and active employees ) 

The cost fac t or s as of the valuat ion dat e a r e as follows : 

!. 
2. 
3 . 
4. 

5. 
6 . 

Total normal cos t .. .... ..... . ............... .•. .. . . ..........• $ 
Projec t ed employee contr ibutions ........ .•.. ......... ... ..... . 
Empl oyer normal cost ..•.................... . .................. 
Ac t uaria l l i ability - t otal .................................. . 

Act i ve employees ................... . ........... $325,290,800 
Pens i oners (including bene ficiar ies of 

18,763,500 
10 , 561, 400 
8, 202 , 100 

509 ,579 , 000 

deceased pensioner s and act ive employees) .. .. 184 , 288 , 200 
Asset s ............................................ . ........... 135 , 249 , 800 
Unfunded actuar ial liabili t y .................................. 374 , 329 , 200 

Liabili t y for accur ed vested benefits : $392 ,604, 800 

Note : Included are 76 ac t ive employees unknown as t o age , service , 
or bot h. Status of beneficiar ies was unclear . No data was 
pr ovided on t e rminated ves t ed employees , if any . 
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EXHIBIT II 

FtJNDING METHOD 
ACTUARIAL ASSUMPTIONS AND 

lnnuitY ~ortality Table 
~ortnlity rates -- 1971 Group ' 

age 65 -- Age 65 mortality 
Disabil ity mortali ty before 

under stipulated 

tab le . 

Tc rminat ion r ateR before retirement : 

State Emelolees {Rate :Q 

Disability Withdrawal 
~ ~ 

. 06 21.20 
20 . 05 15. 80 
25 . 06 .09 

11 . 60 
JO . 08 . I I 

8 . 40 
35 . II .15 

6 . 20 
40 . 16 . 22 

4 . 20 45 . 29 . 36 
50 . 53 . 61 
55 . 85 1.01 
60 I. J I 

154 of the above disability rates are service-connec ted . 

Teachers {Rat e 7. ) 

~ Death* Disabilitl WIthdrawal 

20 . 05 .06 12.39 
25 . 06 . 09 9 . 70 
JO . 08 . II 7.50 
35 . II . IS 5.66 
40 . 16 . 22 4 .14 
45 . 29 . 36 2.75 
50 . 53 . 61 
55 .85 1.01 
60 I. 31 

ISZ o f the above disability rates a r e servic~-conn~ct~d. 

* Ra t es shown a r e fo r men; r~tes f o r ~omtn ~ re ~li~htly lo~er. 

:-;ot(:: Oc tc1il fjgurcs may not add t '1 tOt.3.lCJ s hown diJ!':! to r ounding. 
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21. Jl 
15 .95 
II . 79 
8. 66 
6 .58 
4 . 85 
I. 13 
I. 86 
I. 3 1 

Total* 

12. so 
9 . 85 
7 . 69 
5.92 
4.52 
3.41 
1. 1 3 
1. iln 
I. 31 

Salary scale: 

20 
25 
30 
35 
40 
45 
50 
55 
60 

Present saLary as a 
percent of salary at ~5 

17.45 
22.07 
2 7.7<, 
34 . 62 
42.'.B 
51.76 
~I. 77 
72.98 
8?.!)8 

Includes al lowance f or inflation of J% per year 

Annual incr e._.e 
(bte %) 

4.8!. 
. 75 

!..59 
4.39 
4.0P
:J .72 
) . L5 
3. 33 
3. 16 

Unknown characte r istics of e~loyeea: s~ as t nose exhibited by ~loyees 
with known characteri s ti cs. lnknown salary fa assu=eC t o be SJO,OOO 
f o r S t a t e Employees anC SJS,OOO !or Teache r s. 

Re tirement age -- S tate E:ployees: 64, o r campletion o f §ervice r equi r eaeot 
if later , Teachers : 53, o r c~letion of service re~ui re~nt if later. 

Post-r~ti r~ment inc r easts -- 3% ~er ann~ . based on or iginal benefit 
Percen t marr ied -- Social Secur ity a~ards duri~g 1972 
Ne t inves t ment r etur n -- 6~~ 

Valuation o f assets -- At amortized book value for bonds and aL cost 
f o r s tock.s . 

Funding method -- En try age normal coa t . 
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r Service pensi0n 

A~e requirement : 

EXH IBIT II I 

OF PLAN PROVISIONS 
SL~L.U:Y 

General Employees 

60 55 
or or 

~one 

Correc tio nal 
Office rs 

50 55 
X one 

or 

Service requ1 r~men t : 

20 y r s. 8 y r s . 20 35 y r s. 
Yr s . 10 ~·rs. 30 ~· rs . 

Amount : 
sala r v up t o 10 years of ~e~~i ce plus 1.9 ~ 

l. 7.-.. \1 f final .n·erage · f _ r vice plus - ·'"' "" for each 
pe r year for the next 10 years o ~~mum of so: . Final aver.:tge 
dditiona1 vea r of service t o a rna; compensation earned during 

~:1!an· is d~fined as the average 
0

1 r t o t erminatio n . Correct i on.:~! 
~~e hishest 3 consecu~ ive yea rs pr~: salarv pe r yea r of se r v i ce. 
officers r eceive 1~ o t final avera~f se rvi~e t o a maximum of 
Legisla t o rs r eceive SlOO per year t age 10 except for elected 
S6 000. Re tiremen t is mandato:yfiaer- mandat o r v r e tirement is " ' ct ional o t c ::, , -
officials . For corn~ - "0 yea rs of service if latt!r . 
3 t age 55 or completion o r -

E.:~ rlv retirement 

.-\se r equiremen t : None 
Se rvice r equirement : 30 vea r s 
Amount : Regular pt"nsion ~cc rued, 

l ess than 55 . 

Disabilit,. 

~on-occupational : 

r\ ge requirement : None 

r cducod by 6 ~ for each yea r o f ase 

Service r equirement : 7 Yt...,ars f 
1 

.-. ~ ~ 
Amoun t : Regular pension b3 sed Oil s~rvic~ accrued and ina JV~ r~~c 

s.JlJry nt disability (bltt not lt"s~ than 26 . 5~). P~Y3ble 

immedi.:ttcly. 

lkl_·up.'l t ion.11 : 

r\~c rcqu i.remt..~ nt : :-Jon t~ 

s~.• rv _i ~...·c rcqu i r\'IDt'n t : ~l'llL' 

Amot~nt : h6 ':./3'"~ l,f fi nal s,llary, payable inunl_•Ji:Jt~."·lv. 
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Age requ irement : Sone 
Service requireoent : 10 years 

Amount : Regular pension a cc rued , paya~le ar age 60 . 

Pre-retirement death benefits 

Lump sum benefit : 

Age requir ement : S one 
Se r vice requirement : Sane 

.~oun t : (a) S400 per year of service t o a =axi~~ of $3.000 
and ~ith a cini~um of S1 ~ 000 . 

(b) Refund of ecployee contributions . 

Spouse's benefit (applicable only if elected by employee) : 

Age require~ent : 60 50 Legislators : non~ 
or 

Se r vice requirement: 10 ~~rs. 20 yrs . S years 

Amount : Benefit employee \O'Ould have received had he retired the 
day befo re he died and elec ted the joint and survi~~r 
option. 

Occupat ional death benefit : 

Age requirement : Sone 
Service requirement : Sane 
Amount : (a) 50~ o f salary to spouse or c hildren under age 18. 

less workmen's compensation. 
(b) Refund of ecployee contr ibutions . 

Post-retirement death benefit 

Lump sum b e ne fit : 

(.l ) 
(b) 

1 00~ of employee contributions, less benefit s paid . 
Pre-retirem~nt death benefit, reduced 25: per year 
0 f r e tirement, but not less than ~~,000. 

Emplovee contribution r .H e : 

rrior t•' 7 I I /79 
7 / 1 / 7 ~ - b / 30/80 
7/ 1/ 80 - 6 / 30 / . 1 
7 / 1 / ~1 dnd lat~r 

5 : 
5', 
b 
b', 
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6 : 
6', 
7 
71, 

Legislators 

30"': 
30 
30 
30 



Available options : 
Joinc and survivor wich 50% or !OO% concinued co che 
beneficiary after the death of the employee . 

Pose-retirement cost-of-living increases : 

3% of original amount , not compounded , t o pensioners and 
beneficiaries. No cost- of-living increases to legislators . 
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