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MARTIN E . SEGAL 
I NCO.R PORATl:D 

C 0 M PA 1\. Y 

607 BOYLSTON STREET • BOSTON, MASS. 02116 • 6 17 ) 262 · 0550 

Retirement Board of the Employees ' 
Retirement System 

State of Rhode Island 
198 Dyer Street 
Providence, Rhode Island 02903 

Dear Member s of the Board : 

March 19 , 1980 

We are pleased to submit herewith our Actuarial Valuation of the 
Employees ' Retirement System as of June 30, 1979 . 
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Our report analyzes the actuarial status of the System, and projects 
the cost requirements for the Board to certify to t he Legislature . 

We rece i ved a great deal of help from State employees in obtaining the 
informat i on which forms the basis of this report . Most important , 
Mr . Jospeh G. Iannelli , Executive Director ; Mr . John F. Sullivan , 
Assistant Director ; and Mr . Carlo Mencucci , Principal Accountant, 
were available whenever needed t o 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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Sincerely yours , 

MARTIN E. SEGAL COHPANY 

Senior Vice President 

By 1L.4~ J? )111146 
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Sherman B. Lieberman, F. S. A., M.A.A.A. 
Actuary 

1 . ~ 

Benefi t Provisions 

The Employees ' Retirement Syst~ of Rhoce Is land cov~ r s ~st St at~ 

employees . Legislators and elected offi c ia ls cay beco~ ~~rs ~n an 

op t ional basis . State college teacher s ~v e!ec: coveraF~ und~ r t h< 

T. l . A. A. program. State ecployees cont r ibute 5 1/ 2* per cent o! the!r 

annual ear nings ; Teachers contribute 6 1 / ~* per rent . 

The Systec provides unreduced benefits of l.i per cent o f ea r nings 
' 

for the first ten yea rs of service ; 1. 9 per cent for the next t en yea r s. 

and 2.4 per cent per yea r cf service over 20 years up to a naxio~ of 80 

per cent of earnings for al l years of service . Such benefits are avai l

able t o members a t least age 55 with 30 years ~ f service or age 6 ~ with 

10 years of service, or af t er 35 vears at anv a~e . Sta: e correc tl onai 

officers may retire a t age 50 If thev ha,·e 10 vea rs of s e rvi ce, at 2 per 

cent for each year of se r\'ice. Benefits .lre based on t he .1vera,:.~ of t h~ 

highest 3 consecutive yea r s ' earnings . Aft~r the third annive rsarv o f 

ret irement, " cost - of-livi ng inc r eases" a".IOunt i nf' t o 3 per cent per V".l r 

of the original awa rd are provided, independent o f a~tual chan~eF in the 

Consumer Price I ndex. 

The plan also pr o,·ides non- service- connec t ed disability and vestt>C 

benefits af t er 7 and 10 years of service , r espectivel y; service- connec tec 

di sability pensions wit h no miniouc service r equi r .,oent ; wido~ ' s benefit s 

fo r service- connec ted death; and certain lur.p su= death benefits . 

~o re detail can be i ound i n t he actuarial certificate fo llowin~ 

this report. 

*These r a tes a r e scheduled t o i nc r .,ase bv 0 .5 per cent on Julv 1, 198 ~ 
and asain on J uly I, 1985 ( these da t es were revised froo Julv 1, 19~0 
and ulv 1, 1981 respec tively, as a r esult of legislation enac t ec 
Janua rv ·, 1980). 
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II. 

Employees a nd 11 , 520 Teache 
746 State r s 

dat a on 15, 1979 The data included We received on June 30, . age 
the System ticipan t . The average salar ' participating i n for each par ':1 Of 

and salary t Employees and $17 , 500 for T service, sex , 600 for Sta e each 

was S
12

• Officers a nd 123 Legislators. ers, the participants correctional 
The data included 361 

18 give detai 
led age , service and average 

Tables !A and respectively . In preparing 
and Teachers , 

on State Employees 
1 

salary of $10 , 000 for the State Emplo 

salary d 
ata 

these 

annua ':lees tables' we assumed an OOO al salary 
A $15 , annu was imputed f 

earnings wer e missing . or for whom 

Teachers with Unknown compensation . 

certain basic statistics on 3cti Tables 2A and 28 summarize ve Sta te 

and Teache r s and compare them t o those of the previous Year. Employees 

lary for St a t e employees inc reased by 2.
4 

Per During the yea r , average sa 

cen t while Teachers' average salar y inc reased by 8 . 0 per cen t. Aggregate 

payroll incr eased by 3. 9 per cent and 14.7 per cent fo r Sta t e Employees 

and Teachers , respectively. 

Overall, the data was in exce llent cond ition. We rec ommend that the 

Board continue t o pursue it s program of stor ing all basic information on 

part i cipants on comput er fil es. 
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Age 

To tal 

Und e r 20 

2 0 - 24 

25 - 2 9 

~ 30 - 34 

35 - 39 

40 - 44 

45 - 49 

50 - 54 

55 - 59 

60 - 64 

(-, 'j it llcl OVf • r 

I l l l>l-nro\o/0 

:;: 

Tota l 

1 1 , 520 
$ 17 , 500 

1 
$ 19 , 700 

159 
10 ,300 

2,051 
13, 900 

3 , 0 2 1 
1 7 , 200 

1,786 
18 , 400 

1 , 1 95 
19 , 100 

1,050 
19 ,300 

I , 00 1 
19 ,600 

722 
19 , 500 

383 
19 ,200 

I 31 
19,000 

2 0 
I S . 'if) O 

Ta bl e IB 

Number and Avcr.age Salaries of f~ployees In Ac tive Se r vic e 
as of June 30 , 1979 

0 - 4 

1 , 7'J7 
$ 13 , 300 

148 
$ 10,30 0 

925 
12 , 500 

2 95 
14 , 600 

1 5 7 
15, 10 0 

103 
15,700 

53 
16,000 

33 
17 , 500 

14 

16 , 700 

6 
15,500 

J 
J l, ~ 000 

by Age and by Years of Servic e 

TEACHERS 

Years of service I 
20 - 24 25 - 29 30 - 34l Unknown \ 5 - 9 10 - 14 15 - 19 

J5an<fl 
over 

4 , 639 
$1 7 , 000 

9 
$ 10 , 800 

1 , 11 5 
15, 100 

2,090 
17 , 100 

550 
18 ,200 

291 
18 , 600 

246 
17, 600 

194 
18 , 400 

99 
18 , 300 

38 

2,531 
$ 18 , 8 00 

5 
$ 12 , 700 

62 7 
18 , 600 
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18 , 900 
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18 ,800 

248 
19, 000 

244 
18 , 800 

148 
18 , 600 

1 ,208 
$ 19 , 600 
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3 6 1 
2 0 , 300 
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19 , 700 
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19 , 500 
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19, 000 

777 
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1 
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20 , 2 0 0 
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2 1, 300 
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357 
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60 
$20, 700 
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'fable 2B 

i ve Teachers 
Act 

1 oata on979 and 1978 
statistica 30, 1 

On June 

Number 0 
mployees 

f covered e 

1 annual salary 
'fota 

annual sal ary 
Average 

Average age 
of service 

Average years . e 

eligible for serv•c 
Numher 

: irement 
but not eligible 

Number vested 
to retire 

RHODE ISLAND ERS 

June 30, 
1979 

11 , 520 

$201 , 933 , 900 

$17 ,500 

39~ 

11 

602 

4,510 

26 

June 30, 
1978 

1o ,a50 
$176 , 022 , 900 

S16,2oo 

39 

10~ 

460 

3,864 

III . RETIREE DATA 

The data on r e ti d 
r e member s and beneficiaries included age, 

mon thly benefit , r e tir 
ement date, option, and type of pension . 

s ex, 

The following are significant 
statistics on the r etired group : 

Pensioners : 
State Em21o~ees Teachers 

Number 
4, 097 2, 71 4 

Ave rage age 
70 72 

Average monthly benefit $286 $560 
Benefic iaries : 

Number 
150 63 

Average age 77'><, 761<, 
Average monthly benefit $216 $367 

Table 3A gives distributions of the 344 new State Employee pens ions 

in the current year by t ype of pension and amount . Table 4A does the 

same for age at re tir ement. Tables 3B and 4B a r e similar for the 178 

new Teacher pensions . 

Tables SA and SB give distributions f or all pensions in for ce a t 

the end of t he f iscal year by type and amount. Tables 6A and 6B do the 
same by age. 

The data on re t irees was r easonably good for retired employees. 

However , it was i nadequate t o be certain that beneficiaries we r e 

c l a ssified cor rectly. 

The data on terminated employees with vested rights was not adequa t e 

t o calculate a cost for them. 

l<e r ecommend that this information be maintained by t his system so 

that it can be incorporated in t he next r evie•·· 
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:O.fonthly amount 

To tal 

Unde r S 50 
s 50 - 99 

100 - 149 
150 - 199 
200 - :!40 

2SO - 299 
30 0 - )!.9 
350 - 399 
400 - -'-'~9 
!.50 - 4QO 

500 - 5 09 
600 - t>o9 
100 - 799 
soo - S99 
900 - 999 

I. 000 - 1 . 099 
1. ! 00 - 1 . 199 I 1. 200 - 1 . ~99 

I. 300 - 1,399 I 

l. !. 00 - I . !.99 I 

1, 500- I . 999 
2 . 50 0 2 .q99 I --

-~ ~ ..... ~" ' - R. ·~ 

~cn thlv ai:lOunt 1/ 

To t a l 

l:nd er S SO 
s 50 - 99 

I 100 - 149 
ISO- 199 
200 - z:.9 

250 - 299 
300 - )49 
350 - 399 
GOO - 449 
!.51) - 499 

500 - 599 
600 - 699 
i OO - '99 
1!00 - S99 
91)1) - 009 

1, 000 - 1, 099 
1, 100 - 1, 199 
1, .:'00 - 1, 199 
1. 300 - 1,399 
I , 51)1} - I , 0 '19 

!t.t:,..._J":: r c::~'l:) ~~ 

Tabl e 3A 

Pe nsi o n s Awarde d in t he Year Ended J une 30 , 1979 
by Type and by Monthly Amoun t 

STATE EMPLOYEES 

Ty pe o f pe ns i o n \ 

\ l \ 
To t a l 

Ordina r y Accidental 
Ser vice dis a b ility d isability Legi slat.o l:' 

344 296 35 

I I --

\ 
19 16 2 
4 2 4 1 I 
48 38 10 
43 36 6 

3 1 27 2 

\ 
24 17 5 
I 5 I I 4 
20 1 7 --
14 II 3 

26 20 2 
I 7 17 --

8 8 --
4 4 --
6 6 --

5 5 --

! 
6 6 --
:: 2 --
3 3 --
3 3 --
6 6 I -- _j I l --

Table 3B 

Pens ions Awa r ded i n the Yea r Ende d June 30, 1979 
by Type and by Monthl y Amount 

TEACHERS 

Type o f pensi o n 
Tot al 

Ordi na r y 
Serv i c e d i s abil ltv 

178 171 5 

I 

I I 1 --
1 1 --
1 l --
J ) --
5 5 --
6 6 --
6 6 --

10 8 2 
5 4 I 

7 7 --
I i 17 --
16 16 --
IJ 12 I 
14 14 --
18 15 I 

16 16 --
24 zr. --

6 6 --
) ) --
!. 4 -

1 

--
I 

--
--
--

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

--
--
--
--

1 2 

2 
2 

3 

4 

--

--
--
--

/ ~~-

- ---

Acc ide nta l 
d isa bilit y 

2 

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

2 

--
--
--
----

~-- -· 

\ 
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.., 

Age o n 
effective date 

Tota l 

25 - 29 
35 - 39 
45 - 49 

50 
51 
52 
53 
54 

55 
56 
57 
58 
59 

60 
6 1 
62 
63 
6/o 

6 ) 
6n 
67 
6R 
f,9 

]Q ."lnd OVP r 

I 
I 

Ag ~> on 
p f f t •r t lvt• d:tl c> 

Tot.tl 

l'> l'J 
h~ 4 1t 

'>l 
~ h 

·,~ 

~ h 

~ I 

~~~ 
~~, 

hO 
~I 

~l 

h ) 

~4 

~ 5 

hh 
h7 
hM 

'•'' 

70 nnrl nvt'r 

Total 

344 

I 
l 
6 

1 0<~ 
3 

"<! 
<g 168 50 

28 
32 

(: 107 10 
I 3 
12 

1 7 

Tabl e 4A 

Pensions Awarded in the Year Ended June 30 , 1979 
by Type and by Age on Effective Date 

STATE EMPLOYEES 

Type of pension 

Ordinary Ace idental 
Service disability disability 

296 35 l 

-- l --
-- -- l 
-- 5 --

l -- --
-- I --

2 -- --
2 1 --
1 2 --
3 3 --
I 3 --
3 4 --
I 5 --
3 2 --

33 -- --
23 - - --
50 -- --
26 I --
29 2 --

48 3 --
19 I --
10 -- --
12 I --
12 --

I 
--

1 7 -- --

Table 411 

Pensi ons /\wa rd ed in the Year Ended June 30, 1979 
hy Type and by Age on Effective D~te 

TEACHERS 

I 
Legislator 

l2 

--
--

l 

--
--
--
--
--

l 
l 
2 
l 
l 

2 
--
--

l 
l 

I 
--
- -

I 
--
--

--

Type of pcnsl<•n 
----- -----~------------~ 

To tnl 

1711 

} <: ~ 
I! 

'<l 
<; 'I'• I~ 

l lo 

( '· 41 ~ 

~ 

,, 

Servl r e 

II 
I 
'I 
l 
II 

47 
II 
19 
R 

14 

17 

'· ~ 

R 
6 

0 

Ord lnnry 
d i Mnhll lty 

i\cc idcnt nl 
dlsnhlllty 

Rllllllf: l SI Alii> IRS 

I 
I 

\ 

J 

.. 



r 

I 

... .... 

.. ... 

\ -

No nth l. y a mo unt 

Total 

Under $50 
$ 50 - 99 

100 - 149 
I SO - 199 
zoo - 249 

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

500 - 599 
bOO - 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, '>00 - 1 ,999 
2,000- 2,499 
2 , 500- 2,999 

RHODF.. I S LAND ERS 

M<mthl y amo unt 

--
To t :d 

\Jnd• · r s·,o 
$ )I) - 99 

IOIJ - 149 

1 ·,o - IY'! 
200 - 21•') 

7SO 2 'J'I 

\ 

lfl() j/,(j 

l '>O J <J') 
1,1)1) (, l,') 

'· '; 0 - '· '19 

'!00 - 'JCJ'I 
,,oo - fltJC) 

700 - 7'l'l 
HOI) - H'l'J 
YOO - 'J'J') 

I ,000 - I ,IJ9') 
I, l llfl - I , I')'J 
1, ;on - 1. l 'l'l 

I , 100 - I , l'J'I 
1. •.no \ , 'j9lJ 

1. •,oo I' qqq 

! 2 ,0()() - 2,1, t)C) 

10111111. I ~LA''Il 1.1:'> 

Tot a l -

4. 24 7 

138 
707 
780 
567 
428 

308 
233 
169 
160 
11 0 

210 
112 
83 
62 
48 

36 
31 
22 
15 
8 

17 
2 
I 

Tota l 

2, 777 
--

3 
IH 
56 

124 
II ~ 

l l 6 
l lo9 
7 I '> 

'4'' 1 
16 1 

7R~ 

29H 
2RO 
l 7A 
I I.! 

A4 
) I 

2 '• 
1 3 
1 

10 
1 

T ..,\..l n /, A 

Tabl e SA 

Pc nRions in Force o n June 30 , 1979 
by Type and hy Mon thly Amount 

STATE EMPLOYEES - -· -- - -· 

Type of pension 

Ordina r y Accidental 

Ser vice acc idental disability 

3,583 320 69 

118 5 7 

645 28 7 
670 81 8 
454 81 6 
332 45 4 

24 7 25 5 
178 17 6 

138 16 8 
131 5 2 

91 3 3 

157 10 B 

104 4 l 

78 -- 3 

6 1 -- l 

47 -- --

36 -- --
31 -- --
22 -- --
15 -- --
8 -- --

17 - - --
2 -- --
I -- --

Table 5B 

Pensions in Force on J une 30 , 1979 
by Type and by Monthly Amount 

TEACHERS 

Type of pens i on 

Ordina r y Acc idental 

Service d l s abi li ty dlsah l 11 ty 

2,628 76 10 

3 -- --
I 7 -- --
50 2 --

105 12 --
91 10 I 

Il l <j --
112 II --
202 7 --
I,) I 7 --
1)1, ., --

ns s I 

2!18 '· --
172 'l I 

171 -- 2 

116 I I, 

H l -- I 

'> I -- --
:!fl -- --
11 -- --

) -- --

10 -- --
1 -- -

I 1 
Leg islator Bcncf i ciary \ 

\25 \50 \ 
-- 8 \ -- 27 
-- 2\ 
-- 26 
20 27 

24 7 
\ 9 \1 

3 4 
19 3 

7 6 

33 2 

- - 3 
- - 2 

\ 
-- --
-- l 

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

-- - ---- --

----
-- --
-- I --

... 

1\encftc!ar y 

(i) 

--
I 
4 
7 

II 

h 
h 
h 

'• 
7 

'· h 
I, 
I 

--

----------
-- I --

I -- -



r 

... ... 

... ... 

I 

lq::;c o n 
June 30 , 1979 

To ta l 

25 - 29 
30 - 34 
35 - 39 
40 - 4 4 

4 5 - 49 
5 0 - 54 

55 - 59 
r,o - 61~ 

r, s - 6 9 

70 - 74 
75 - 79 
80 - 84 
85 - 89 
90 - 94 

95 - 99 
100 - 104 
105 - 1fJ9 

--

RHODE 1SU.:1D ERS 

i\gtJ on 
Jurl(· 10, 1979 

-
To r.1l 

'l 'i - 14 
lj () - !, I, 

/, ') - '•') 

'; 0 - 'jl, 

5t> - 'j f} 

hO - (,!, 

h'i - (JfJ 

70 - 7/o 

75 - 79 
HO - H4 
w·, - WJ 

YO - qt, 

9 5 - 99 

100 - ) ()I, 

-

RJitlllE JSI.Mlll J:RS 

-
Total 

4 , 247 

4 
3 
6 
7 

21 
61 

163 
683 

1 ' t 6 l, 

I , 054 
649 
2RO 
Ill 

33 

6 
1 
1 

To t <~ I 

2 , 777 
----

I 
1 
2 

1 7 
72 

172 
658 
7!, I 

447 
2 76 
J2R 
13 

6 

I 

Table nA 

Pensions in Fo r c e on June 30 . 1979 
by Type and by Ag e 

STATE EMPLOYEES 

Type o f pension 

I 

\ 

Legisla t o r \ Ordinary I 
Accidental 
disability 

Benefic i a Y"y 

Service disability 

3,583 320 69 

-- 3 --
- - 2 --

4 2 
--
-- 4 I 

I 13 6 

II 34 10 

51 74 14 

550 91 10 

1,063 51 I S 

971 35 7 

586 8 1 
--

237 --
--

82 -- --
25 --

4 I --
- -

I -- --
I --

Tabl e 6B 

Pensions in Force on J une 30, 1979 
by Type a nd by Age 

TEACHERS 

Type o f pension 

-
OrdIna r y Acc idental 

Servi c e dis<~blllty disability 

2 , 6 28 76 10 

- I ----
1 ----
2 ----

2 9 2 

'>4 14 3 

v.R lh 5 

h4) II --
] t, 5 (, --

42) 8 --
256 5 --
I W I --

--
3 I -- --

5 --
----

12) 

--
--
--

I 

\ 
3 

20 
25 
24 

20 
14 
12 

3 
2 

--
--
--

Bene f 1cia r y 

63 

--
--
--
4 
I 
) 

4 
10 

16 
15 
7 
2 
I 

--
1 - -..J-- ----

1">0 

l 
I 

--
I 

--
3 
4 
7 
B 

21 
40 
31 
26 

6 

I 
--
--

l 

; 

I 

\ 
\ 
\ 

\ 
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The St~te maintains the Employees' Re tirement Fund . The Ret. 
1 r ement 

Soard provided us with financial statements as of J une 30, I 979. 

The Fund receives all membe r and employer contributions . The 

assets are invested bv the St a t e Investment Commission , with the . 
. lncome 

bein~ added to the Fund and available for reinvestment. 

Pa~~ents out of the Fund are primarilY for refunds of employee 

contributions , lump sum death benefits , and pension payments . Contri

bution refunds occur when an employee terminates employment and elects 

t o take a r efund, or when he dies after retirement without having 

recei\·ed payments from the Fund equal t o his total contributions. 

Table 
gives a s ummary of income and expenditures f o r the ye ars 

ended June 30, 1979 and 1978 . 

At June 30 , 1979 asset s totalled $352 million. 

securities such as bonds anc notes . 

of the prev i ous 

•·as inves ted in fixed income 

The Financial sta t e::ents indicate that 53 per cen t of t he a sse ts 

relate to State Employees , :.2 per cent are :'or Teachers , and 5 per cen t 

re l ate to Teachers Survi\·or s ' benefits . :-here is also a s ::all unallocat ed 

reserve for unclair:!ed benef its. Table 9 s ho•·s the allocation o f assets 

in detail for 1979 and 1978. 
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A,• .._· n~t•,J ill(,· t·l·~t ,.,. ,·t• l vah l,• 

lnv,·~t nh·nt ~ 

(:l'\'t•rnmt·nt b,•nd~ 

(\q· p,,r, l t ,. r,,,nd~ 

(\•nmh•n . tnd l '~'t•f,•r r t_•d ~tt•t•k::; 

l't •t· t if fc.ltt.·~ t• l dt•pps_{l 

Sfhll t t t•rm th• t ,. ~ 

lit·~~) lln .un.•nf :- t•d r• rt•m i um~ .md 
d ' ~····11111 s 

l't ' t .I I . I 0..: ~; , • t s 

Table 8 

As srts ns 0f J une 30, 1979 nnd 1978 

.!.211 

1 , 489 , 537 

4,502 , 823 

$ l\ ~.04b,25!1 

l l5.435,933 

8 3, 989 ,480 

1 0 ,4 ~0 . 000 

4),2qQ , Rl 4 

{2 , 592, 0!19) 345 , 629, 397 

$35 1,62 1, 757 

:\l'l t •: llt•t.li I I l ~:u rcs m.n· nt•t .ttld lt' ttlt.\l s d u e t <' r o und i n~ . 

/;lltlll l I ~1.,\~ll I'R~ 

~~ f ' I f I ' tn I' I '.\'I . , . ' I 
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r.,b t ,. •1 

1\ l h't', tt iPn •'f A~~l·t~ hv l' l .tn 
-'~ ~'I .huh• lO , I '> 7 ~, .tnd 1 'J 7~ 

~ I.'\ , I 1.'. 7/ 1 

f'.jt). '·''J J ti ~ 

''"· l llll, ., ,, 

lt .. ' ,MH, '•\ 1 

1 J • • ~o 1, .~•)tl 

\O~J, ll~f> 

lll7Q 

~ IN .• , I I •. 1 
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Hllttill l~l.tiNiliN~ 

1978 

s 2 , 076 , 229 

3, 984 , 800 

s 65,669 , 66 1 

125,213 , 267 

13,558 , 000 

II , 337,178 

39 , 122,263 

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

$ I 1.:, 11 7 1, Q/l I 

~~.~~0,701 

t~n , l)o,.,, to~ 

74 . J~5 .. 4 ·~ 

I O, ll 7.'. It !l 

4 L~ IR , 1!11 

$319 ,424,522 

10 71! 

$ ~~~ . -; ... '~ • t'tS<o 

ll ~ • .'4<1 , 1111 

"· "10, 1>11 

liJJh 

~ 11 Q,4J4 . ~ ,' 
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v. 
ACTUARIAL ASSUMPTIONS AND MF.THOIJS 

The a c tual cost of a pens ion plan cons i s t s of the bene fit pa yme n t s 

and admini s trative expenses les s any inves t ment earnings . An a c tua ri a l 

cos t method a ims to budget this cos t so as to es tablis h a r e a s ona h l c 

relationship between employer pens ion contributions and the employee 

s ervices that give rise to the pension obligation . The r esult i s an 

employer contribution which anticipate s future payment s. A fund a ccu

mul a tes whi ch earns inves tment income , thus reducing the ultimate co s L. 

Calc ulating the appropriate contribution r equire s that pro jections, 

and there fo re assumptions , be made as t o future experi ence . Some i tems , 

s uc h as mortality rates, can be predic t ed fairl y a ccurate l y. Ot he r s, 

s uc h a s fut ur e s alary increas es , are , of cours e , subj ect t o cn ns1 dc rnb l t· 

It will be use ful to identify the as sumptions us ed , par tic ul -
variati on . 
a rl y s i nce broad questions o f fi s cal po li cy arc i mp l i c it I n ce r ta i n o f 

These ass umptions are the s ame as t hose used in th e 
the a s sumptions . 

Jun e 30 , 1978 otudy. 

Morta lity Ra t es 

We a Hs umcd t hat mortality rates woul d conf orm with t he 1971 Gr oup 

Annui t y Morta lity Table . This i s a r e cently publi s hed t ab l e o f pens i on 

p la n mortalit y , a nd we belie ve it will be a r ea sonab l e bas i s fu r e xpe r 

Ience under the Sys t em. lt i s one o f t he tab l e s l n gene r a l u~<: l n 

val uing pens i on plans I n the Unit~d States. Ta b l e JO ~ lvcs home ! I f ~ 

e xp,·c tanc Je R nftc r r e t i r ement . 

Sa l a r y Pro jec tion" 

Tht• ~;yf-1 tf'm prn v Jdt·H tH.ml·ff t H th:it n n · b:ts<:d em t h•· t h n ·1· hf):hv •. t 

c on ut·C'ull vt· y• ·ar!l 1 11n l ;1ry for t• ;H: h (• mp l ny,., .• ·r o a •, n urrw th; ll •·,u·l r •·mplt'v ' ·•· ' · 

l, ,tl fl r y wl I l h w t he :.a riH · l u 1 h(· t hr (•t · Yl"ilrli IH· f o r t· r, . , J rt·nr•· rt f ;, •, i 1 ! 1. 

t oda y wou l d tlf•rlmw l y und••r fJ t :tf f· tlu· S y h ff•III'L ('Cit. ! . /l.cc·c1rdfn;- l ·· , w• · 

40 

a salary pr ojection t o antic ipate fut ure increaaes i n ear n inga . 

Additi ona l ly, it is a ppropr iate t o compute pension normal coat a vh l ch 

are l evel a s a percentage of payr oll rather than level as a dollar 

amount , and a salary proj ec tion ia also u.ed for t hia purpoae . If the 

cost were c alculated as a l eve l dollar amount for an individual, t he 

cos t might be a h igh per cent of his pay when he vas young and a l~er 
pe r ce n t o f hi s hi gher salary a t a later age . By use of a sa lary 

pr ojection , the contribution for an indi vi 4ual , a ll othe r t hings r~ining 
t he same, t ends t o s tay a t t he same percentage over t he year s. 

How t o pr oj ec t f ut ur e sa lar ies is a aaj or poli cy question. To vha t 

ext e nt sho ul d one seek t o ant i c ipate , t hr ough present cont r i bu tions, t he 

f ul l impac t on pension cos t s of f ut ur e sal ary changes ? 

Fo r p ur pos es of our cos t determina tion , we have m.de a mode rate 

a ll owa nce f or gene r a l salary incr eases in t he f ut ur e . ~e a l so r eflec t 

s ala r y i ncr eases a s t he re sul t of longevity and promot ion• . The aca l e 

has r ela t i ve l y gr eater inc reasea at t he younger agea to correapond wi t h 

t he St ate's sal a r y s chedules . The salary acale fact ora a re : 

!!£.£ 

20 
2~ 

30 
35 
40 
45 
50 
55 
60 

Present Sa l a ry as a 
% of Age 65 Sa lar y 

17 . 45 
22 . 07 
27.76 
)4 . 62 
42. 68 
51. 76 
61.77 
72. 98 
86.08 

Annual Incr ea ses 
(Ra te %) 

4 . 84 
4 . 75 
4.59 
4 . 39 
4 .08 
3. 72 
3 . 4 5 
).33 
) . 16 

A' wlll appo.1r. the prob!e:n of sala ry pr ojec t i on has a parallel in 

t J., . ftll• ·s t t on o f choosing an assumpti on as t o futu r P investment y 1£>ld and 

t il•· l'-·W ,1 rc .... n mt: ... •hJt tnt e rrt! l ated . 

•1 
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r esulting in a r educed on~oinS cost · 

We assumed chat 

terminations each year from all causes ~xcer t r et 
1 
re-

mcnt would be as follo~s : 

~ ~· 
. 05 
. 06 
. 08 
. 11 
. 16 
. 29 
. SJ 
. 85 

~ ~ !'lthdr a..,al 

. 06 2 1. 20 

. 09 15 .so 

. 11 11 . 60 

. 15 S . loO 

.22 6.20 

. 36 4. 20 

.6 1 2 . 60 

1.01 

154 

1. 31 

20 
25 
30 
35 
40 
4 5 
50 
55 
60 

of the above disability ra tes are service- connect e d . 

Teache r s ~"' %) 

~ 

20 
25 
30 
35 
1, 0 
I, 5 
50 
5~ 
h(l 

1J% of 

Death• 

. OS 
. 06 
.08 
. 11 
.16 
• 29 
. 53 
. 85 

1. 31 

DlsabiliUO. 

. 06 

.09 

. 11 

. 15 

.22 

.36 

.61 
1.0 1 

Ill thdrn"" L 

1? . 1" 
9. 70 
7.50 
5 .66 
4. 11, 
2 .75 
I. 1~ 

the nbovc dl ~nb illt y rntc ') nrl· ~H.· rvtcc· -<.:onn• ·r t • ·IL 

•K.1Lt·4 shown n n · f o r men; r .1lt' !-> f o r women .1rt' s l h •,ht Jy l ow•· t 

TOt Ell* 

21.3 1 
15 . 'l 5 
11 .79 

R ,()f) 

6.5R 
4.85 
3.73 
1 .H(o 
1 . 31 

~,.. 

1 ~.~(1 

q ,H~ 

7,f,t) 

~ .C J ~ 
I ,- ., ".) 
J .1.1 
7. t,n 
1. H•• 
1 . I I 

Nnll•: De tail fi gure~ mny n ot ndd t o t o tr1h; 1.! ,...,11 dw · t o r n u 11dilll' . 
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Ret ireme nt Ages 

The Sys tem Provides unreduced benefits as early as a~e 55 f n r 

general employees and SO f o r State Corr ec tional Offi cers . We have 

assumed Stat e Emp loyees vii i retire at age 64, o r co•pletion of 10 y•ar• 

of servic e if l a t er. T~ach~r r~tir~ments •r~ ass umed t o occur wh~n t h~ 
teache r is bo th a ge 63 and has 10 o r more years o f s~rvi~~ . In any c~•~ 
where the employee already m~~ts these assumed conditions o f aR~ nnd 

service, it is projec ted that he o r she will retire t=medid tely . 

Pos t -Re tirement Inc r eases 

Follo \oling the thi r d anniver sa r y o f r etirement, oost-nf- 11 v ln~ 

inc reases n rc re~ul.trly pr ovided t o pensioner s . Ou r ~ al cul~ttnn .t asum~J 

3 per cent annua l ben~fit inc re~ses a s p r ovided by Stn t ut~ . It ~houlJ h~ 

no ted tl1u t cost -of- livin~ inc reases ~r~ b~s~~ on the o r1R innl p~nsi~n 

uwnrd ; they arc not " compounded" from year t o vear . 

Inves t ment Return 

InV('S lml'nl rt.• lurn hn s .s maj o r effect on thf' ultimn t t• C<' lllt ~lf ,, 

r e tiremen t system. ln Hcne r~l . if~ sy~t~m is a r tunriallv fund~d (80 

thut it hnR a substnnti al r esen.·,• wh i c h is ..-orninR an tnve- s t m!'n t vit.• ld) . 

u y ield of h per c e n t - in contr~~t t o a ~ per c rnt yi ~lJ - wi ll 

costs by 16-20 p~r c ent. 

rt-duc .· 

An nssump t i on mus t bl-. mltd t.• concerning futurt• yield!~. 1 t mu~n b'~ n 

ra lt• t hnt 'wd ll b t• va li d for the long -run, thllt is, not o nlv fl, r mnltt"V 

J n v ... sted t od.tv n r nex t yl!n r , but :tl ~o f o r mont'\' tnvest<'d 10 ;1nd 20 Vt'"llr~ 

frnm n Pw . 

~~ •. Hl' ll.' <..' tcd . 111 tnvt•:Hm"-·nt rt.•t urn a~sump ti on o f t'l l /2 J'h' r l t' l\t r•·r 
\' t '. lr for n ur c.l l'-ul.t tinn. This .t~tHimp t l on tl\kt•ft n ccmuH ,, f pr ~, h.1 hl • • 

mudt· l . ttt· lo 11 ~- t· · rm ofl .ttt nn bu t i N n~' t lit.•d d ir t•ltlv tP tlw hl>tht•r 

r . tt '-' ' • I oi l I t'lll I y I I V. I l.thl t 
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Funding Meth~ 
We have used the "entrY age normal cost" method of funding . Thi s 

method spreads the cost of the benefitS to be provided to an i ndividual 

as a level percentage of hiS pay from hiS date of employment to his 

assumed date of retirement . The normal cost for the entire system i s 

equal to the sum of the normal costs for all participants . In a rough 

sense , it can be visualized as the cost of benefits earned during the 

current year . 

The actuarial liabilitY represents the amount by which the future 

normal costs fall short of meeting the cost of future benefit payments. 

It can also be viewed , roughly , as the value of benefits accrued for 

service prior to the valuation date . 

Overall Actuarial Basis 

We believe that our assumptions , taken as a whole , are reasonable. 

To the extent that actual experience is better or worse than assumed , 

gains or losses will develop , with appropriat e decreas e s or increases in 

future costs . 

Missing Data 

It was also neces sary to make certain "non-ac tuarial '' as s umpt i ons 

where data was missing or incomplete . In all cases , we assumed such 

individuals had the same characteristics as other participants, taking 

into account the known characteristics (e.g. male members age 37 with 

unknown service were assumed to have the same service distribut i on as 

male member s age 37 with known service). 
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Age 

ss 
56 
57 
58 
59 

60 
61 
62 
63 
64 

65 
66 
67 
68 
69 

70 
71 
72 
73 
74 

75 

Table IO 

Expected !~uc.ber of Years of life 
Remaining at Specified Ages 

Male 

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

18.8 
18.0 
17 . 3 
16 . 5 
15 . 8 

IS . I 
14 . 4 
13 . 8 
13. 1 
12 . 5 

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

9 . 2 

197 1 Gr oup Annui t y ~ortality Table . 
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Femal~ 

28 . 0 
27 . I 
26 . 2 
25 . 3 
24 . 4 

2 3. 5 
22 . 6 
i1.8 
20 . 9 
20 . 1 

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

IS . 3 
14 . 5 
13. 8 
13. 1 
12 . 4 

II. 7 
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Vl. ~ 

% of 

St<l t e Employees 
The costs for State Employees as of June 30, 1979 , deve loped as 

follows : 

~ 
(I) Participating payroll 
(2) Employer normal cost 
(3) Unfunded actuarial liabilitY 
(4) Amortization of unfunded actuarial 

liabilitY -
(a) Interest 
(b) Principal (30 year amortization) 
(c) Total (30 year f unding) 

(5) Total annual cost if paid July I , 

1979 - -
(a) Interest onlY ; (2) + (4a) 
(b) 30 year funding ~ (2) + (4c) 

(6) Total annual cost if paid monthl Y 
; (5) plus ~ year interest 

(a) Interest only 
(b) 30 year fnnding 

~ 
Payroll 

$197 , 959 , 700 
10, 054 , 800 5 . 1% 

2 73 ' 380 ' 600 

16 ,685,200 8 . 4 

2, 972 ,600 1.5 

19 , 657 , 800 9 . 9 

26 , 740 ,000 13 . 5 

29 , 712 , 600 15 . 0 

27 , 609 ,000 13 .9 

30 , 678,300 15.5 

The revised funding statute calls for the State to contribute 81 per 

cent of the projected normal cost plus 55 per cent of the interest on the 

unfunded actuarial liability (as of June 30 , 1979) for the 1980-81 fisca l 

year. Based on this requirement and a projected participating payroll of 

$222 , 000 , 000 , the 1980-81 employer contribution " r ate per cent " for State 

Employees is 8.5 per cent of payroll, developed as follows : 
% of 

Projected 

~ 
~ 

Payroll 

(7) Projected 1980-81 participating 
payroll 

$222 , 000,000 --

(B) 1980-81 employer normal cost 
~ 5. 1% X (7) 

11 , 275 , 800 5. 1% 

(9) Required contribution if paid 
July I , 1980; . 81 x (8) + 
. 55 x (4a) 18 , 310 ,300 8.2 

(10) Required contribution if paid 
monthly ; (9) plus Y, year 
interes t 18, 905,400 8.5 
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The calcula tions as completed assuoe that the employer contribution 

.
11 

be paid into the r etirement fund a t the be&inning of each year , and 
,,n 

ill start t o earn i nterest frot> that date. In fact , the 1D<lney is 

"' d t he 

i
ted monthly . Thus about hal f a year ' s interest i s lost , an 

depos 

'bution must be increased t o reflect this. lines 6 and 10, on 
contr~ 

evious page , incl ude t his adjus tcent . the pr 

The "full cost" of the System' s benefits (line 6b) is 15 . 5 per 

cent of payroll which compares to 15 .4 per cent for the previous year , 
d

. sted t o take into account the 0. 5 per cent increase in thP 
(a JU 

employee contribution rate effective July 1, 1979). 

in cost is due primarily t o the fact The soall incr eaSl' 

that l ast yea r ' s statutory contri 
a portion of the "full cost" for that year · 

but~o . n represented only 

Teachers 

The costs for Teachers as of June 30, 1979 , devel oped as follows : 

( 1) 
(2} 
(3) 
(4) 

(5) 

(6) 

Item 

Participating payr oll 
Employer normal cost 
Unfunded actuarial liability 
Amortization of unfunded actuarial 

liability - -
(a) Interest 
(b) Principal (30 year amortization) 
(c) Total (30 year funding) 
Total annual cost if paid July 1, 1979 -
(a) Interest only ; (2) + (4a) 
(b) 30 year funding ; (2) + (4c) 
Total annual cost if paid January , 1980 

(5) plus ~ year interest --
(a) Interest only 
(b) 30 year funding 
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:t of 
~ Pavroll 

$201 , 933 , 900 
8, 631 ,500 4 . 3:t 

436 , 187, 100 

26 , 621 ,800 13. 2 
4, 742 , 800 2.3 

31,364 , 600 15 . 5 

35,253,300 17 . 5 
39, 996 , 100 19 . 8 

36 , 399 , 000 18.0 
41 , 296 ,000 20 . 5 



) 

L 

Apply in~t the revised fund in~ statute to the Tea che r~' c08tS and 
11 

projected participating payroll of $209, 374 , 000 , 

~i'ICB n contributio n " r a t e 

llnlf o f t hi s 

per cent" r equirement for 
fiscal 1980-81 of 10 .8 per cent . 

half by the municipal! ti es . The "rate 

payable by the State and 

is developed as follows : 
(5 . 4%) is 

pe r c.ent" 

(7 ) 

(8) 

(9) 

(10) 

~ 
Projected 1980-81 participating 

payroll 
1980-81 employer normal cost 

• 4 . 3% X (7) 
Required contribution if paid 

July I , 1980 • . 81 x (8) + 
.55 x (4a) 

Amount 

$209 ' 374 . 000 

8 , 949 , 500 

21 , 891 , 100 

22. 602. 600 

X of 
Partic ipa t ing 

Payro ll 

4 . 3'7. 

10 . 5 

10 . 8 
Required contribution if paid 

Januar y , 1980 • (9) plus ~ 
year interest 

The calcula t ions as comple t ed assume that the employe r contribution 

will be pa id into the r e tirement fund at the beginning o f e a c h yea r , and 

wi ll start to earn inte r est from that date . In fa c t , t he money i s deposi ted 

in J anua r y . Thus about half a year ' s interest is lost , and the contribut ion 

must be i ncrea sed t o r e fl ec t this . Lines 6 and 10 , above, inc lude t hi s 

ad j us tme nt . 

Th~ " f ull cost" is 20 . 5 per cent of payroll whi ch compa r es to 20 . 1 

pe r cen t fo r the previ ous year (adj ust ed t o tnke in to acc oun t the 0. 5 

p~r cent incr ease in the empl oyee contribution rot e effect i v e J u l y I , 1979) . 

ln a d d ition t o the reason give n abovE' f o r Sta t e Emp l oyees , the cos t i n cre.:t :-h' 

can h P a t t ributed to a c tua ri a l l oss e s from sala r y i nc rcaRes i tl excess of 

the assumed r a t es . 

Teach e rs Survivo r s 

Because 'W<! do not have dntn on dependen t s 0f t e:lc h t.•rs, i t i s 

d i ffi cult t o do n deta i led nnaJys i s o f the Tea c lH .. ' r s Su rvivPr pnq~r ; 11n . 

48 

......_ 

Ho~ever , we have atte~pted t o esti~te t he •c tUAr la l position based on 

" h i gh cost " assumptions . For exaaple, ve ass~c! 25 per cent of t eachers 

would be unma rried at death in a ctive servi ce, IO per ce:-ot vould be 

married bu t ch i ldless , and 65 per cent VOuld be .. rr ied v t t h children 
C

hild r en , o ne bor n when the wife wa s a ge 23 and the o t her at ag~ ( t WO 

) 
On this r ough basts , the assets appear t o be suffi c i~:-ot t o fully 

32 ° 

the ac t uar ial liabilities. The normal cost is es t l:.&ted t o be 
cover 

$
110 and $125 per per son -- well within t he Sl92 coabinec! 

between 

1 
e mp loyer-employee contribution (each pa ys 1 per cent of the 

annua 

fi r st $9,600 o f s ala r y). 

Based on t his analysis, we believe the pr esent con tribution is 
adequate to support the plan o f benefits . 

Val ue o f Vested Benefits 

I n priva t e pension plans , it is cust <ma r y f~r the actuary to provide 

the "value o f ves t ed benefits." This figure- is us~d bv accountants in 

p reparin~ financial statenen ts. both 35 a discl~sur~ it~~ and ns a 

fa c t or in de tenni nin~ t he pension ~xp~ns~ charF,a.•, in a.:"c.o rdanc.~ with 

Opini on No. 8 o f t he Accounting Principles Board of the Amer! c3n 

lnR t itute o f Certi f i ed Public Accoun t.:tnts, "Accounting ror the Cost C'f 

Pe nsio n Plnns." \..11i lt! ..... ~ rc .. ·ogni~C> th.:n t hf' St..att! r:uy not bt.> cov-.·r~d 
by this Op i ni on, .:1 brit•t dis~ussi on of this subj "·~..·t t:l..lV bt- ht.•lpful. 

Th<' "value of vested benefi ts " repr~senlb the singlt, p rc.mium valut.• 

und e r the pla11 's inv~stment incom~ and cort4litv assumptions ot all 

ben0fit~ t o p res~nt and f0rmt!r emplovees ~hlch do 
n~t hilVC future cmp}OV • 

mt•nt by th ~ ~mrlove~ 
dS a r equir~d conditi~n fu r th~ir r~c~irt. 

Thus it includa."S t ht• prl"'S(•nt V.Jlut• <:- f J.n irn:::w~i.Jt ... ('jf d('ft.•rrcd r~n ... fon 

f~,.1 r Lt ll PL'n~i,.,nt.•rs, ~en ... fi.::iari~::.. Vt.~S~I.'J fvrrncr t'!'"lpl ovee~. ~1nd ..J C' li\'a. 

p.t rt 1. .,·ip.1n l~ \.: ith .lt le.JS t tt.·:-t ve,H·~ ~o.'f s,:rvl e. Fl"•r .:tc tivt.• t.•nrloVt.' '-'"' 

"' th lt.'Sf' t h.:~n t"'' \'t.'~rs St.•rvi 12' . onl" tht. 4 cw:uL1tcd t.·r.rlov'-'t.' 

~.·~·n t J t~u ti .. ,n~ .tr .. · i !uJt.J., sin~· .. t h.J• 15 .11 su~h ccr:0vc~~ ~~· .J' 

r~.· ~ ,, i ,. t f t ht.' \ ' h.1J 1h"' tu h .. r .. ·:--:r : ~..• '"=l~:H .. 
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the v:olue of vcHt<·cl bcru•fit H 
For the Employees' Retirement System, 

as of June 30 , 1979 is nH follows : 

Active members 

Retired member s 

To to! value of vested benefi t s 

Asset s 

Unfunded value of vested benefits 

Overall Status of System 

State Employees 

$240, 475 , 200 

156,372,400 

$396, 847 , 600 

184,712,200 

1.212,135 , 400 

Teac her H 

$253 , 018 , 300 

194, 930, 600 

$447 , 941! , '!00 

149, 382 , 500 

$298,566,400 

Legislation in January, 1979 effectively returned the System to its 

forme r s tatutory fund ing s chedule beginning with the fis cal 1979-80 year . 

(Ac tually , the acce lerated funding provided for by the General Assembly 

in 1978 was never used as the basis for determining contributions as its 

ef fec tive date was deferred for one year to July 1, 1979 by whic h date 

the furthe r r evision in the law superseded it . ) 

Under the funding law as amended, the State and the Teac he r Employer s 

will not begin to pay the full norma l cost and the amortization payment 

until the fiscal year beginning July 1, 1986. Thus , for fisca l 1980-81 , 

as reported earlier , the employe r cost is 81 per cent of the normal cost 

and 55 per cent of the interest payment on the unfunded liability . The 

percentage totals in the s chedule increase each year : 

Fisca l year 
beginning on 

July 1 

1980 
1981 
1982 
1983 
1984 

1985 

Current 
service cost 

81% 
86% 
91% 
95% 

100% and 
thereafter 

50 

Interest on 
unfunded liability 

55% 
65% 
75% 
85% 
95% 

I OO;c and 
thc rc .1ft "-•r 

Beg inning wit h the 
fi sca l Y~a r 

contribu t i on remain 
s a t the no 

unfunded liabili t y 0 T"llla 1 
ve r 30 Year s . 

Star t lng J 1 
u Y I, 1986 

coat Pl ua the s ta t ut or y 
3110rtfza t 1on 

of the rena!nln~ 

* * 
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March 19 , 1980 
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CHOCAGO 
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HOU)lQN 
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UfW O.llANS 
N[ 'W YOitl 
f'H()(Nil 
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WA~NG10N,O C: 
lOIONTO 

EMPLOYEES ' RETIREMENT SYSTEM OF THE STATE OF RHODE ISLAND 

CERTIFICATE OF ACTUARIAL VALUATION 

This i s to certify that we have prepared an actuarial valuation of the 

plan as of June 30, 1979 . 

The certifica t e contains the following attached exhibit s : 

EXHIBIT I - Actuarial Cost for Year Beginning July I , 1979 

A. State Employees 

B. Teachers 

EXHIBIT II - Actuarial Assumptions and Funding He thod 

EXHIBIT.III - Summary of Plan Provisions 

To the bes t of my knowledge, the information supplied in this actuaria l 
valuation is complete and accurate (except as noted in Exhibit I) and i n 
my opinion the assumptions used in the aggregate (a ) are r easonabl y r elated 
to the experience of the plan and to reasonable expectations and (b ) 
represent my best estimate of anticipated experience under the plan . 

MARTIN E. SEGAL COMPANY 

By : Sherman B. Liebe rman , F.S . A., ~I.A.A.A . 

Actuary 
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EXH! BI1 I 
ACTUARIAL COSJ 

FOR YEAR 
BE.CI!;xi!:c 

A. STATE EliPLO 
YEES 

The valua t ion was mad 
b h 

e ldth 

Jt:tY I, 1979 

us Y t e Reti r ement Bo respect to ard: t he fol l 
ng data supplied tc 

15,746 acti ve 
par ticipant 

with t ota l ann s ( including • ~ 
4 , 247 pensioners (i ual sa lar ies o'•S 57 fullv vested) 

a. 

b . 
pensioner s nc!ud!ng ISO bene~! :97,959,100 

an ac ti ve 1 ' c aries of decease~ 
The cost fa c t or s t!l:lp oyees) as of t h e valuation 

I. 
2. 
3. 
4. 

5. 
6 . 

date are as fcllo··s · 
Total normal cost • 
Projec t ed emp l oyee '~~~~·· ·· . .............. . 
Employer normal cost r ibutions .. .. .. ................. S 
Ac tuarial liabil 1 t .. .. .. .. .. .. .. . .. .... · 

A Y - t ot al .... .. .... .. 
c t! ve employees ····· 

Pensioners Cine ! di ·.......... ... · .............. .. 
pensioners andua n~ beneftctar!~~ -~f·d~· ·· ·· ·- S30!, 7 ~o •• oo 

As sets . . . . . . • . c t ve ecployees ) . . . cused 

20, --. ~"'0 
10, ,. ,800 
I O,OS~. or 

~ss .oq:, oo 

Unfund ed ac tuari.~i -ii~i,i.ii~~--- -- .. · .... 156,m,400 
• •• • •• •••• ••••••• • •••••• 

0 
••• 18ta, 71~.200 

. ............. 273,380,600 
Liability f or acc r und 

~ vested b f ene its : SJ c,S. 7,cOO 

No t e: Included are 1' 0 . . • act1ve ecploye 
service, or both S es unknovn a• to aoe , 
N d • t3tus of bP f! a o ata \..'as provided . n~ cia ri~s was unc lear . 
any . on tennnated vested empl ovees • 1 f 
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EXHIBIT I 

ACTUARIAL COST FOR yEAR BEGINNING JULY 
1

' 
1979 

B. TEACHERS 

The valuation was made with respect t o the fo llowing data supplied to us 

by the Retirement Boar d: 
active participants (including 5, 11 2 fullY vested) 

with t otal annual salari es of $201 ,933 ,900 
pensioners (including 63 beneficiari es of deceased 

a . 11 , 520 

b . 2, 777 pensioners and active employees) 

The cost factors as of t he valuat ion date are as follows : 

Total normal cost ...•..... . .. . · · · · · · · · · · · · · · • · · · · · · · · · · · • · · · · S 
21 , 757, 200 
13 , 125 ,700 
8,631,500 

585 ,569 ,600 
l. 
2. 
) . 

4 . 

5. 
6 . 

Projected employee contributions ..... · · · · · · · · · · · · · · · · · · · · .... 
Employer normal cost . . .. . .. . . ... · · · · · · · · · · · · · · · · · · · · · · · · · · · · · 
Actuarial liabilitY - t otal .. .............................. .. 

Active employees .................. .. ....... . .. 5390 , 639 , 000 

Pensioners (including beneficiaries of 
deceased pensioners and active employees) . . . 194 , 930 ,600 

Assets ................... .. ............................ . .. . . . 
Unfunded actuarial liabilitY .... .. .......................... . 

Liability for accrued vested benefits : 5447, 948 , 900 

149.382 . 500 
436, 187 , 100 

Not e : lncluded 
or both . 
provided 

are 42 active employees unkno~~ as to a ge , service 
Status of benefi ciaries .. as unclea r . ~o data was' 

on t erminated vested employees , if any. 
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MortalitY rates __ 1971 

EXHIBIT II 

ASSUMPTIONS 
AND fUND I SG " ""'" 

·>LI HOD 

Gr oup A nnuit y l1ortali t y Tab! 
Disability mortal· lty before 

table. 
age 65 - - Age e 

65 mortality under s tipulated 

Ter mination r a t es before retirement : 

State Em ployees 

~ ~* Disabil· l!.Y llithd ra~<al Total* 
20 . 05 
25 . 06 

. 06 

30 . 08 
. 09 21. 20 

35 . II 
. 1! 15. 80 

21. 31 

40 . 16 
. I S 

11 .60 
I S. 95 

45 . 29 
. 22 

8. 40 
11.79 

so . 53 
. 36 

6 .20 
8 . 66 

55 
. 61 

4.20 
6 . 58 

. 85 
4. 85 

60 l. 31 
1.01 

2.60 3.73 
1.86 
l. 31 

15% of the above disabi l ity rates are servi ce- connected . 

Teachers (Rate %) 

~ Death* 
Total* 

20 . 05 
25 . 06 

. 06 

30 . 08 
.09 

12 . 39 12. SO 

35 
. 11 

9 .70 9 .8S 

. II 
7. SO 

40 
. IS 

7. 69 

. 16 
5. 66 

. 22 
5. 92 

4. 14 4. S2 
45 .29 
50 

. 36 
.53 

2. 7S 
.61 l. 35 

3 . 41 
2.49 

55 . 85 1. 01 1.86 
60 l. 31 l. 31 

IS% of t he above disability r a tes are service- connected. 

*Ra t es h s own are for men ; ra t es for women are slightly l ower . 

Note : De t ail f . l gures may not add to totals show~ due t o r ounding. 
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20 
2S 
10 
35 
40 
45 
50 
5S 
(,0 

Pr~Hunt nu l ~ ry nu • 
illcent or •o l ar~" 

17 .1• 'I 
22 .07 
27 . 71> 
'l4 , 1>2 
42 . 1>11 
Sl. 76 
(>I. 7 7 
72 . 98 
8(, , 08 

Atl fii PII Jr 11 r• ·IH)•· 

(l\11 L•• 7.) 

t • • J.v, 
I, • 7'i 
t,. 'J'J 
'• · '1'1 
4 , Clll 
'l. 72 
'I ,1, •, 

3 . Tl 
'l. J(, 

Inc ludes allowance for Inflation of 3Z per year 

Unknown characteristics of emp loyees : Same nH those exhlhlt ud by empl oy~~" 
with known charact eri sti cs . Unknown salary I s as11umcd to he $10 , 000 

f or State Employees and $15, 000 for Teacher s . 
Retirement age-- State Employees : 64 , or compl etion o f f!crvicc r equ!rcmc•nt 

if l ater . Teachers : 63 , or completion of service r equirement If l a t e r 
Post - retirement increases-- 3% per annuam , based on ori ginal benefit ' 
Percent married --Soc i a l Security awards during 1972 

Net i nvestment r eturn -- 6~% 
Valuat ion of assetA -- At amor tized book va l ue for bonds and at coHt 

for stocks . 
Funding method -- Ent ry age normal cos t . 
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Cent ral c "IIPloytu 

llon~ " " 
se r vi u: r cqu ! r emt:nl : lQ yu, Qr 

35 yra . 
1 . 7h of fin al av€r 20 yr• . ~ yr• . 

Amount : 
pe r year £or t h~ n:;.~ •alary up to !Q Ytar 
additional year f · I() YUrt of ler 1 b of n r ·ll ' t> ~lu• 1 

1 ° &e r vfce v cc; I' us 2 4' 
s :J .1ry i 6 defined a ~ t he ' t o a ~1111:110 of 80'' ' , f~r " Ut• 

the highest 3 conaecutl a ~e rag€ cf compenut~ · Fina l l'lt-rl~• 
offi cers r ec eive 2! f ve year& prior t on earn~~ dur !• · 
L 1 · 0 fina l 0 al'!llinat J " ' eg s lator s receh~ S300 averag€ ularv I' on . Co rrec t! ,,~. : 
56 , 000 . Reti remen~ 1 per year of aer•J ! ~ e er yc:ar of aer•Jf e< 
of f i c ials . For 8 mandatory at age 70 t o a l".a>.bu:-: c f 
a l s· co rrect ional off! except for elec t ~d 

age ) o r cot:~?l€tl on of 20 cera , mandatory retir years of , i ement Is erv ce If late r . 

~lv retirement 

years 
Age r equi rement : ~one 
Se rvice r equ i rement : 30 
Amount : Regula r pension acc r ued , reduced b\,' 6' f ' or each year of age 

less than 55. 

Disabi 11 t,}' 

Non- occupationa l : 

Age r equ i remen t : ~one 
Se rv i ce r equi r ement : 7 years 
Amount : R 1 egu ar pension based on service acc r 

s alary at disabil i t y (b t 1 ued and f i nal a verage 
i mmediate l y . u not ess t han 26.57.), payabl e 

Occupational : 

Age r equirement : None 
Se r v i ce requirement : ~one 
Amount : 66 213'1. of fina l salary, payable immed iately. 
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A~~ requirement : None 
Se rvi ce requirement : 10 years 

6o d Pa"ab lc at age · 
Amount : Regular pension accrue , ' 

Pr~-retirement death benefitS 

Lump sum benefit : 

Age requirement : None 
Se rvice requirement : None .-\mount : (a) $400 per year of service t o a maximu:r. o: So ' 000 

and ~ith a minimum of $2 , 000. 
(b ) Re fund of employee contributions . 

sr~us..: 1 S benefit (applicable onlY if elected by employee): 

A~~ requirement : 
60 50 Legis lators : 

or 
10 yrs . 20 yrs . 

:10 :h .. 

8 yea rc: 

Ser\'ic~ r equirement : 

Amoun t : Benefit employee ~ould have received had he retired t he 
day before he died and elected the joint and surdvnr 

option . 

Occupational death benefit : 

Age requirement : None 
Service requirement : Sone 
Amount : (a) 50% of salary to spouse or children un der agr ! 8, 

less ~orkmen ' s compensation . 
(b) Refund of employee contribut i ons . 

Post -reti rement death benefit 

Lump sum benefit : 

(a) 

(b) 

100:, of employee contributions , less benefit s 
Pre-reti rement death benefit , reduced 25% per 
of retirement , but not less than $2 , 000 . 

Emplovee cont ribution rate : 

paid. 
yea r 

State Emp1ovees Teachers 
Date 

Prior t o 7/1/79 
5 ., 6 • 

7/ 1/79 - 6/30/82 5~ 

7/1 /82 - 6/ 30/85 6 
6', 

7/ 1/ 85 and later 

7 
6', 7', 
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Lesislat,,r , 

3(1. 
3(1 
1(1 
1(1 

~: 
Join t and 5 . b f . urvlVor ene l Ciar y after With 50• the ' or 1007 death of the continued 

•:o;>loyee. 
t o the 

post-retiremen t cost - f . 0 - hvin i ncreases · 

3% o f original . 
beneficiarie fano unt , not , s ollo i ccx.po d 
No cost- of-! . . " ng t he un ed t l Vlng increases t hird ann: o ?ensioners to l versan· an:! 

legis l ators . of r e: i r=e"t . 
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