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We are pleased to subcit here~ith our Actuarial Valuation of t he Employees ' 
Retirement System of the State of Rhode I s land as of June 30, 1980. 

Our report analyzes the ac tuarial status of the System, and projects t he 
cost requirements for t he Board t o cer tify t o the Legislature . 

We received a great deal of help from State empl oyees i n obtaining t he infor
mation whi ch forms the basis of t his repor t . ~~s t importa~t , ~ . Joseph G. 
Iannelli , Executive Director ; Mr . John F. Sull i van , Assistant Direc tor ; and 
Mr . Carlo Mencucci , Principal Accountant , were available whenever needed to 
answer any questions and provide any in!'or=tion r equestec. Indeed , the 
mat erial they provided on their o•-n initiative anticipated many of our needs . 

For convenience , t his report is divided i nto t he following sections : 

I. SUM!'!ARY 

II . EMPLOYEE DATA 

II I. RETIREE DATA 

IV . RETIRL~~T FUND 

V. ACTUARIAL ASSL~TIO~S ASD XETHODS 

VI . RESL1.TS OF \"ALt:.-\TIO!\ 
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Following the report , we have attached ou~ 
the cost factors , assumptions , and plan o 

actuarial certificate detailing 
benefits used for the valuation . 

meet with you to discuss t his report at your conven
We will be pleased to 
ience . 

Sincerely yours , 

MARTIN E. SEu.:O.MPANY 

,, · H4Y.~ 
Senior Vice President 

,, -j?"'%./c c:..iA-5 
Actuary 

SGS/lf 
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I . SUMMARY 

Benefit Provisions 

The Employees ' Retirement System of t he State of Rhode I sland covers 

most State employees . Legislators and elected officials may become members 

on an optional basis . State college teachers may elec t coverage under the 

T. I . A.A. program. State employees contribute 5 1/ 2* per cent of t heir an

nual earnings; Teachers contribute 6 1/2* per cent . 

The System provides unreduced benefits of 1 . 7 per cent of earnings for 

the first ten years of service; 1 . 9 per cent for t he next ten years ; and 

2. 4 per cent per year of service over 20 years up to a maximum of 80 per 

cent of earnings for all years of service . Such benefits are available to 

members at least age 55 with 30 years of service or age 60 with 10 years of 

service , or after 35 years at any age . State correctional officers may re

tire at age 50 if they have 20 years of service , at 2 per cent for each year 

of service . Benefits are based on t he average of the highest three consecu

tive years ' earnings . After the third anniversary of retirement, "cost-of 

living increases" amounting to 3 per cent per year of t he original award 

are provided , independent of ac tual changes in t he Consumer Price Index . 

Beginning January 1, 1981, the cost-of-living increases are computed at the 

rate of 3 per cent compounded annually. 

The plan also provides non-service-connected disability and vested bene

fits after five and ten years o f service , respectively ; service-connected 

disability pensions with no minimum servi ce requirement; widow ' s benefits 

for service-connected death ; and cert.ain lump sum death benefits . 

More detail can be found i n the actuarial certificate following t his 

report . 

*These rates are scheduled to increase by 0 . 5 per cent on July 1, 1982 
and again on July 1, 1985 ( t hese dates were revised f rom July 1 , 1980 
and July 1, 1981 r espec tively , as a r esult of l egi s lation enacted 
January , 1980). 
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Employee Data 

d 11 , 177 Teachers 
16 104 active State Employees an 

We received data on • The average sal-
who were participating in the System. 

as of June 30, 1980 On the average , 
State Employees and $17 , 600 for Teachers. 

ary was $13 , 500 for 
the State Employees were age 43 and 

age 40 with 12 years of service . 

had 8 1/2 years of service; Teachers were 

Retiree Data 

and 154 beneficiaries 
We received data on 4, 415 State Employee pensioners 

hl benefit was $354 . There 
as of June 30, 1980. The pensioners ' average mont y 

i . the average benefit was $737 
were 2,824 retired Teachers and 61 beneficiar es, 

include an adjustment for the 

on the rolls , 9 per cent had 
a month for the pensioners . The benefit amounts 

Of all the pensioners cost-of-living provision. 

retired in the year ended June 30, 1980 · 

Retirement Fund 

assets of $401 million available as 
As of June 30 , 1980, the Fund had 

ili i for future benefits. 
an offset to the actuarial liab t es 

Actuarial Valuation 

80 Our calculations were 
Our valuation was prepared as of June 30, 19 • 

based on reasonable assumptions as to expected future experience . The assump-

those Used in our previous actuarial valuation . We used 
tions are the same as 
the "entry age normal cost" method of funding , which spreads the cost of each 

employee ' s pension as a level percentage of his earnings from date of hire to 

retirement . 

The employer normal cost* for State Employees is $11 . 9 million . This 

represents 5. 4 per cent of the reported payroll of participating State Em

ployees as of June 30, 1980. The employer normal cost for Teachers is 

$9. 2 million or 4 . 7 per cent of reported payroll . 

*Please refer to the "Actuarial Assumptions and Methods " section of the 
report for definitions of these terms . 
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For State Employees , the accrued actuarial liability* (for benefits 

earned before July 1 , 1980) is $555 mil lion , of which $205 million repre

sents the liability to those already receiving pensions . The unfunded 

accrued actuarial liability at the end of the year is $345 million . For 

Teachers , the accrued actuarial liability is $695 million of which $262 

million is for those receiving pensions . The unfunded accrued actuarial 

liability stands at $525 million. 

The value of the System' s vested benefits is $1 . 01 billion. Thus 

the assets are short of this amount by $626 million (excluding assets al

locable to the Teachers Survivors ' program) . 

In fiscal 1981-82 , the State ' s statutory funding schedule , as amended 

effective July l , 1979, calls for 86 per cent of the normal cost and 65 per 

cent of the interest on the unfunded accrued actuarial liability to be con

tributed . This amounts to 10.4 per cent of the projected 1981- 82 payroll 

for State Employees and 13 . 2 per cent of projected payroll for Teachers . 

(Half of this cost for Teachers is paid for by the municipalities . ) Accord

ing to the statute as amended , the percentages of normal cost and interest 

on the unfunded liability required to be contributed are scheduled to increase 

until fiscal 1985-86 and then in later years the full normal cost and amor

tization of unfunded liabilities will be required . 

*See note on page 2. 
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Age Total 

Total 16, 104 
I $13, 500 

Under 20 121 
$ 9 , 300 $ 

20 - 24 1 , 268 
10, 300 

25 - 29 2,201 
12,100 

30 - 34 2 , 090 ... 14 , 400 w 

35 - 39 1 , 475 
14, 400 

40 - 44 1 , 334 
14 , 100 

45 - 49 1 , 624 
14 , 100 

50 - 54 1 , 993 
14 , 100 

55 - 59 2 , 147 
13, 900 

60 - 64 1 , 398 
14 , 000 

65 and over 355 
15,500 

Unknown 98 
9 , 800 
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Table l A 
Number and Average Salaries of Employees in Active Service 

As of June 30 , 1980 
By Age and By Years of Service 

STATE EMPLOYEES 

Years of service 

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

6,147 4 , 753 2,424 1,190 701 383 
$12,000 $13 , 100 $14,200 $16, 000 $17 , 900 $18 , 800 

121 -- -- -- -- --
9, 300 -- -- -- -- --
1 , 127 126 -- - -- --

10, 300 10, 400 -- -- -- --
1 , 345 775 64 - - --

12, 200 12,000 $12,000 -- -- --
913 833 306 18 - --

13,400 15,400 14 , 800 $13,500 -- --
591 461 288 114 10 --

13,000 14,400 16, 700 16,700 $14 , 000 --
441 434 207 165 67 14 

12, 500 12,900 15,200 18, 6dO 17, 200 $16 , 400 

506 495 269 149 121 60 
12 , 200 13,100 14, 600 16,800 19, 600 17 , 000 

483 576 413 208 150 84 
12,100 12,500 13, 800 16,200 19 , 600 18, 900 

432 567 477 249 201 107 
11 , 700 12, 100 13,300 14, 800 17 , 300 20 , 000 

164 403 292 226 118 92 
12,600 11,900 13 , 100 14,600 15 , 100 18,300 

7 80 108 61 34 26 
11, 200 12,700 12,700 16,000 19 , 400 20 , 500 

17 3 -- - -- --
10,000 6,500 - - -- --

. I 

35 . and 
30 - 34 over Unknown 

223 102 181 
$20, 1 00 $20,700 $12 , 100 

-- -- ---- -- --
-- -- 15 
- -- $10 , 100 

-- -- 1 7 
-- -- 12,500 

-- -- 20 -- -- 13, 000 

-- -- 11 
-- -- 15 , 100 

-- -- 6 
-- -- 11,600 

14 -- 10 
$18, 600 -- 14 , 400 

57 10 12 
19 , 200 $15 , 500 15 , 500 

80 28 6 
20, 700 19, 200 19, 500 

58 39 6 
21 , 100 20, 900 19 , 800 

14 25 --
18, 300 24 , 000 -

-- -- 78 
-- -- 9 , 900 



Table 111 

Number and Average Sa l a ries of Employees in Ac tive Se rvice 
As of June 30, _1980 

By Age a nd By Years of Service 

TEACHERS 

Ye ars of service 
Age I Total ! 

I I 3~ and 
0 - 4 5 - 9 10 - 14 15 - 19 20 - 24 25 - 29 30 - 34 ove r I Unknovu 

To t a l I 11 , 177 1 , 146 4, 185 3 , 072 1 , 277 824 394 111 I 72 \ 30 
$17 , 600 $12,800 $16,400 $18,700 $19, 500 $20,300 . $21 , 300 $21 , 100 $20,200 $16,100 

Under 20 I 2 -- -- -- -- -- - -- -- 2 
$18, 900 -- -- -- - -- - - - $16,900 

20 - 24 I 42 37 3 -- -- -- - - - 2 
10,500 $10,500 $ 8,200 -- -- -- -- -- - 14,200 

25 - 29 I 1 , 467 603 854 4 -- -- -- - -- 6 
13 , 100 11, 500 14, 200 12,300 -- -- - - - 1.3,800 

30 - 34 

I 
3 , 195 228 2, 074 887 - -- - - -- 6 ... 16 , 800 14, 000 16,400 18,300 -- - -- -- - 17 , 400 ... 

35 - 39 1 , 885 110 503 994 273 1 -- - -- ,. 
18, 400 14,500 17, 700 18,000 $19 , 200 $25, 000 - -- - 1.3,500 

40 - 44 I 1 , 251 83 277 363 390 136 
19 , 000 15, 000 18,000 18,800 20, 200 20,200 

I 
45 - 49 I 1 , 036 41 204 261 205 249 76 

19 , 300 15,300 17, 500 19, 000 20,000 20, 900 20, 300 

50 - 54 I 1 , 022 27 145 296 154 191 148 59 70~1 \ 
1 

19, 400 16,300 18, 0 00 18,900 18, 800 20,500 22 , 400 $20,000 $ 20,300 

55 - 59 I 733 13 87 168 135 128 114 69 19 
19, 600 17 , 800 18, 100 18,900 19, 200 19, 900 21 , 300 20 , 900 20,700 

60 - 64 I 407 3 31 82 87 90 41 29 44 
19, 400 17, 000 18, 000 18,600 18,800 19, 400 19, 800 23 , 500 20 , 200 

65 and over I 119 -- 2 14 33 29 13 20 8 

I 
19, 100 -- 19, 300 17, 300 18,000 

Unknown 18 1 5 3 
16 ,000 14,400 15,800 13,400 

--
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Table 28 

Active Teachers 
Statistical Data on

80 
d 1979 

On June 30, 19 an 

June 30, 
1980 

Number of covered employees 
11,177 

Total annual salary 
$196 , 305, 300 

Average annual salary 
$17, 600 

Average 
40 

age 

Average years of service 12 

Number eligible for service 
638 retirement 

Number vested bat not eligible 
to retire 5, 178 

RHODE ISLAND ERS 

26 

June 30, 
1979 

11 , 520 

$201 , 933 , 900 

$17 , 500 

39~ 

11 

602 

4 , 510 

III . RETIREE DATA 

The data on retired me~bers and beneficiaries included age , sex , 

monthly benefit , retirement date, option , and type of pens ion . 

The following a re s igni ficant s tatistics on the retired group : 

Stat e Et:Elo:z:ees Teachers 

Pensioners: 

Number 4 ,415 2,824 

Average age 70 72 

Average mont hl y benefi t $354 $737 

Beneficiaries: 

Number 154 61 

Average age 78 77 

Average monthly benefit $340 $543 

Table 3A gives distributions of the 426 new State Ecployee pensions 

i n the current year by type of pension and amount . Table 4A does the 

same for age at retirement . Tables 38 and 48 ar e s imilar for t he 203 

new Teacher pensions . 

Tables 5A and 58 give distribut i ons for all pensions in for ce at 

the end of the fiscal year by t ype and amount . Tables 6A and 68 do t he 

same by age . 

The data on r etirees was r easonably good for ret i red em?loyees . 

However , it was inadequate to be cer tain that beneficiar ies wer e 

classified correctly . 

The data on te~inated employees with vested r ight s was no t adequate 

t o calculate a cost f or them . 

We again recommend that this information be maintained by the Syste: 

so t hat it can be incorporated i n t he next review. 
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Monthly amount 

Tota l 

Under $5 0 
$ 50 - $ 99 

1 00 - 149 
1 50 - 199 
200 - 24 9 

250 - 299 
300 - 349 
3 50 - 3 99 
400 - 449 
4 50 - 4 99 

500 - 5 99 
600 - 699 
700 - 799 
800 - 899 
900 - 999 

1 , 000 - 1 , 099 
1 , 10 0 - 1 , 199 
1 , 200 - 1 , 299 
1 , 300 - 1 , 399 
1 , 400 - 1 , 4 99 

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

RHODE ISLAND ERS 

.., .., 

To tal 

426 

7 
18 
47 
6 2 
51 

34 
30 
25 
18 
1 7 

33 
22 
10 
15 

5 

9 
4 
6 
2 
4 

5 
2 

Table 3A 

Pe nsions Awarde d in the Year Ended Jun~ 30, 1980 
By Type a nd By Monthly Amount 

STATE EMPLOYEES 

Type of pens i o n 

Ordinary Accidental 
Service disability disability 

376 33 8 

5 -- 2 
14 1 3 
46 -- 1 
57 5 --
36 12 --

27 5 1 
27 3 --
24 1 --
17 1 --
14 -- --
30 1 --
18 3 1 
10 -- --
15 -- --

4 1 -

9 -- --
4 -- --
6 -- --
2 -- -
4 - --
5 -- --
2 - --

-

Table 38 

Pensions Awarded in the Year Ended June 30, 1980 
By Type and By Monthly Amount 

TEACHERS 

Type of pensio n 

Monthly amount Total 
Ordinary 

Service disability 

Total 203 194 8 

Under $50 1 1 --
$ 100 - 149 1 1 --

150 - 199 1 1 --
200 - 249 4 4 --
250 - 299 3 3 --
300 - 349 3 2 1 
350 - 399 5 4 1 
400 - 449 8 6 2 
450 - 499 5 5 --
500 - 599 21 20 1 

600 - 699 14 14 --
700 - 799 12 11 1 
800 - 899 24 22 2 
900 - 999 26 26 --

1 , 000 - 1 , 0 99 17 17 --
1 , 100 - 1 , 199 25 24 -
1 , 200 - 1 , 299 11 11 --
1 , 300 - 1 , 399 10 10 --
1 , 400 - 1 , 499 2 2 --
1 , 500 - 1 , 9 99 8 8 --
2, 000 - 2 , 499 2 2 --

RHODE ISLAND ERS 

Legisla t.Dr Benefic iary 

6 3 

-- -
- --
-- -
- -

3 -
1 --

- -
-- -
- - I 

1 2 

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

I - --
-- --

Accide ntal 
d isab111 ty 

1 

----
--
--
- ~ 

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

1 
I 
I 

--
-
--
--

I 
--
--
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Age on 
Effective date Total 

Total 426 

30 - 34 1 
35 - 39 1 
40 - 44 3 
45 - 49 6 

5() 2 
51 

16<! 
52 
53 
54 

55 9 
56 

37<~ 57 
58 
59 

42 60 
/40 61 

62 228~0 
40 63 

64 6 

65 

~~ f,f, 

10 2 67 
68 1 
69 3 

70 and over 28 

'RliODE 'lSt.AND EllS 

Age on 
Effec t l ve date 

To t:l1 

)') - )9 
40 - 44 
45 - 49 

55 
56 
57 
58 
59 

(,0 

61 
62 
63 
64 

65 
66 
67 
68 
69 

70 and ovPr 

Table 4A 

Pensions Awarded in the Year Ended June 30, 1980 
By Type and By Age on Effective Date 

STATE EMPLOYEES 

Type of pension 

Ordinary Accidental 
Service disability disabllity 

376 33 8 

- - 1 

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

1 1 --
1 - 1 

-- 1 1 
2 3 -
2 1 1 

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

3 8 --
41 1 --
40 -- --
69 l --
37 3 --
32 3 --
48 -- --
22 -- --
10 -- --
11 -- --
13 - -
27 1 --

Table 4B 

Pensions Awarded in the Yea r Ended June 30 , 1980 
By Type and By Age on Effec tive Date 

TEACHERS 

Type of pension 

Ordinary 
Tota l 

Service disabilitY 

20) 194 8 

1 
2 --
2 2 --

2 
2 --
5 

5 --

39<~ 
8 1 

5 
1 

12 9 
) 

8 
8 --

--

( 
)9 
28 --

105 18 
18 --

10 
10 --

10 
10 --

--

.c~ 
16 
11 

--

47 : 
8 --
6 --

6 
6 --

--
6 

6 
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I 

Legislator Benef iciary 

6 3 

-- -
- -

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

4 -
-- -
- -
-- -
-- -
- --

' 
- --
- -
- --

1 -
-- --

----
-- 2 

----

J - --
I - --

Acc idental 
disa bill ty 

1 

1 
--
--
----
----
----
----
--
----
-
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w 
w 

Monthly aWlunt Total 

Total 4 , 569 

Under $50 59 
$ 50 - 99 372 

100 - 149 776 
150 - 199 653 
200 - 249 504 

250 - 299 372 
300 - 349 262 
350 - 399 228 
400 - 449 199 
450 - 499 149 

500 - 599 302 
600 - 699 171 
700 - 799 115 
800 - 899 73 
900 - 999 78 

1 , 000 - 1 , 099 64 
1 , 100 - 1 , 199 46 
1 , 200 - 1 , 299 38 
1 . 300 - 1 , 399 34 
1 , 400 - 1 , 499 27 

1 , 500 - 1 , 999 39 
2 , 000 - 2 , 499 7 
2 , 500 - 2 , 999 1 

rutODE ISLAND ERS 

Monthly amount Total 

Total 2 , 885 

Under $50 
2 

s 50 - 99 7 

100 - 149 21 

150 - 199 40 

200 - 2'•9 71 

250 - 299 76 

300 - 349 110 

350 - 399 113 

400 - 449 106 

450 - 499 114 

500 - 599 266 

bOO - 699 395 

700 - 799 410 

800 - 899 369 

900 - 999 311 

I , 000 - I , 099 186 

I , I 00 - 1 , 199 108 

1 , 200 - 1 ,299 78 

1 , 300 - 1 , 399 36 

1 , 400 - 1 , 499 25 

1, 500 - 1 , 999 37 

2 , 000 - 2 , 499 4 

ruiODE ISLAND ERS 

Table SA 

Pensions in Force on June 30, 19~ 
by Type and by Krmthly Aloount 

STATE EMPLOYEES 

Type of pens ion 

Ordinary Au: ldeDr.al 
Service disability disabilHy 

3~863 351 78 

49 - 9 
327 26 8 
711 44 7 
525 103 5 

:402 68 7 

296 35 4 
211 19 3 

185 14 4 
161 11 8 
113 9 & 

241 8 8 

150 8 4 
101 4 4 

67 - -
72 1 1 

62 1 -
45 - -
37 - -
34 - -
27 - -

39 - -
7 - -
1 - -

Table 58 

Pensions in Force on June 30, 1980 
by Type and by Monthl y Amount 

TEACHERS 

Type of ~sion 

Ordl ... ry Ace ident•l 

Service dill•billty dla.billty 

2, 729 84 11 

2 -- --
--7 --

21 -- --
36 I --
66 3 --

61 5 --
98 10 --
97 12 --
89 14 --

101 5 --

242 13 1 

384 9 -
400 3 1 

358 6 1 

300 3 5 

183 -- 2 

105 - 1 
--77 -- -36 -- -25 -
-

37 -- -4 --

I 
t.ep_.la toT l a.e-t 1c1.ary 

1.23 154 

- 1 I 
- I ll 
- 14 
- 20 

7 20 

24 13 
1 5 14 

9 1& 
10 9 
15 & 

' 32 1..3 
5 4 
1 5 
3 3 
2 2 

- 1 

- 1 
- 1 

- -
- -
- -
- -
- -

! 

I 
ae-flcl•ry 

61 I 

-----
) 

2 

10 
2 
4 
) 

8 

10 
2 
6 
4 
) 

1 
2 
1 

--
-
---



... ... 

... ... 

Age on 
June 30, 1980 

Total 

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

45 - 49 
50 - 54 
55 - 59 
60 - 64 
65 - 69 

70 - 74 
75 - 79 
80 - 1!4 
85 - 89 
90 - 94 

95 - 99 
100 - 104 

RHODE ISLAND ERS 

Av.•· on 
June 30 , 191:10 

Tutnl 

15 - 3'1 
1,() - '•'• 
1-tJ - '•9 
50 - J'• 
5'j - ')9 

r~o - "'• 
(,'j - r.9 
70 - 7'• 

7 ,.} - 7'1 
HO - HI, 

1:1'• - II') 

'J() - 'J'• 
95 - IJ f) 

100 - 1()1, 

IU!Oilt: ISI.ANil I~Jt~{ 

Total 

4 , 569 

3 
3 
8 
7 

25 
68 

178 
742 

1 , 252 

1 , 128 
683 
301, 
121 

39 

7 
1. 

Totnl 

-
2 , KR'i 

'I ,, 
'• 

Jlo 
'JI 

3'10 
6/17 
778 

1,1)(, 

27'1 
1112 

'((, 

7 

I 

Table 6A 

Pc•nRionA In Fore .. on June 30, 1980 
by Type and by Age 

STATE EMPLOYEES 

Type of pension 

Ordinary Accidental 
Service dlaabllity dhnbillty 

3,863 lSl • 

-- 3 
-- 1 
-- 5 

1 2 

2 15 
13 37 
64 76 

598 lOt 
1 , 131 64 

1 , 0 50 36 
622 10 
262 --

86 --
29 --

4 1 
1 --

Tnble 611 

PenslonR I n Force on June 30, 1980 
by Type nnd by Age 

Tf:ACIIF.RS 

78 

--
1 
3 
2 

6 
13 
13 
12 
19 

6 
3 --

--
--
--
--

Type of l' <'nn lon 

Ordlnnry Ac <· l •lt•nllll 

Sl•rv Ic c dln11hl I lty <lltwhl I I 1 y 

-
2, 7211 Ill, II 

-- 2 I 

1 2 --
-- '• --

I 7 2 

c.r; 1'1 2 

no I 2 5 

ft7 5 17 I 

71·1 H --
'·78 ~ --
1~1 H --
112 I --

1'• -- --
(, -- --
I -- --

Legislator Beneficiary 

123 l'i4 

-- ---- 1 
-- --

2 --
1 1 
2 3 

20 s 
23 8 
29 9 

17 19 
13 35 
11 31 

4 31 
1 9 I 

-- 2 
-- --

D•••u•f lf" tnry 

ro1 
---------

'• 
I 
1 ,, 
I) I 

11 
II> 
'I 
I 
I 

--- ---



IV • 

, lied rent en L l"unll . 'l'he 1\P tJ reme111 

2 u Th• St•t• nt• tnt A tn• th• 
r,1npJoytRP . J.l/110 . 

. 
tl •• of .htne JO, 

,.. 
'f. 

l!oar.l provided 111 
wtth Clnnncl•l 1 tdtemen 

. ,., ... 

loyor contributlun" ' 'l'h& 

... 

n 11 m~mb•r enll emil ~I 
"' 

.... 

Th• Funll recelvee . l commiulon , wJth the lnrume 
• ~ 

~ 
.,. .. 

the . st~te Inveetmen 

10 .., "' :6 

~j ••••t• are inveetad by 
~ .: .. 

bl for relnVfltment . 
l § .; 

bdng a<llltd to the Fund nnll 8vnila e 

... .. 
~ ..: .: ... ,.. ... 

imarilY for rofundN of employee 
Payment• out of the Fund ere pr 

N 

r l "' ,., N "' 
tits end pendon paymentn . Contrl-

1"1 

"' "' ~ 
;::; , contribution• , lump sum death btnt • 

.. N ..; 
... 

employee terminate• employment and electn 
... N 1"1 g .,; 

bution refunds occur when nn 

... oO N "' 
without having 

..: 
::: ~ "' 

to take a refund , 
or when he dies after retirement "' 

N 
.,; .;. 

contributions . 
., .... ... ... ... 

from the Fund equal to hie total ""' 
.,. 

received payment• 

., .... 
!'2 

income and txpenditures for the years 
.!! " "' n Table 7 gives a 1ummnry of 

... 
0 

... 

ended June 30, 1980 and 1979. 

]~ 
...; 

., .... ~ 

~g #. ... 
At June 30, 1980 aaseta totalled $401 million . 

Table 8 ahows the 
,... u 

c: " 
" ... § 

composition of the assets and compares them to those 
of the previous year . 

.... tO tO 

~ 
j 

"" .... .., 

~I 
1"1 ... N "' 

~j "' 0 
... .. l ... 

About 75 per cent of the 
fund was invested in fixed income securities 

1-< ., 0 ..; "' .. " ..: ..: 1 
~-g 

tO "' 
such as bonda and notes . 

N ... ~ ~ 
P' ...; 

.. 
.... oD 

.: ..: 0 

" .. ... "' .. " ... .. 
The financial statements indicate that 53 per cent of the assets "' " 

8 
re-

:>< "' 

~ 
Cl) g 

t1! "' .... ... ... , ., 

late to State Employees , 42 per cent are for Teachers , and 5 per cent 
..... Cl) N 

oD tO 

I: ,.; 0 
.... tO " .; ..; 

... 

relate to Teachers Survivors ' benefits . There is alao a small unallocated 

N Cl) " 
N N "' "' 

.. 
"' 0 ..; "' tO 

0 

reserve for unclaimed benefits . 
"' ...; .,; .,; 

.. 
Table 9 shows the allocation of assets 

.... oD ... "' 
N 

0 

"' "' ., ., 
in detail for 1980 and 1979. ., 

" " " ., .. ., 
c: "' 8 c: 
" " 

., .. " !>- B 

" 0 " 0 Q. I» 

" 
.. .... 

u " " 
., ., 

" " 
"' .. c: m 0 II " 

.. ., • 
c: c c: .. " c: 
0 

... 0 ... 
" 0 0 .. u .JJ 

., ., ... "' .. c: .. .. c: 
c ~ 

., .. 0 .. .. 0 
., .: " ~ > 

., 

" .. ~ .. .. " 
c: ... " "' ... " 

... 

"" .. .. " 
.... .. ... ., 0 " 

"" .. .. " a ... !>- 00 .. " .. .. " ~ 0 " c: " c " .. " .. ., .. 
.. "" .. .. "" 

> ., .. ... .. I! l:l 
u c " .. ~ ... .. .. .. .. .. c: c: 

c: " .. c: .. 0 

c: .. c: c: .. " .. .. e ., c: ... 0 ... u .... "' 
0 .. 0 .. " .. "" ~ 

., ., .. ., c: .. ... "' .. "' e o. 
.. ~ 

u c: u B c ..... .. ., " .. .JJ c: .. c: .. " 
0 

0 " 
., 

" ., 0 ., c: c: " ..... > u .. !>- " .. j .. u .... < u u .. ., ., 
" c c: .. c: .JJ "" "" ... 2: ., 

"' .. ll :;! .. .. .. ..... .. 0 .. 0 "' 
>- .. .. .. il ~ .. ., .. .Z! .. .... ... 
0 ., 0 " " ~ " Q. .. - c: 

.. .. .. .. " "' .... "" ... " z 
.... c: " c: .. Ill ., c " 

., " ., ., 
" "' 

Q. li .. .. > Q ... u z "'"" c: 
., 0 0 ., ., Q 

.s ., ., ., ... Q u ... u 
c: 0 ., .., 0 

I: ..J z ... 1-< "' ~ 0 ~ z 

36 37 

--



... 
CD 

... .., 

Table 8 

Assets as of June 30, 1980 and 1979 

1980 

Cash s 1,468, 027 

Accrued interest receivable 5 , 483 , 287 

Investments 

Government bonds $108 , 730, 135 

Corpo rate bonds 131, 983, 200 

Commo n a nd prefe rred stoc k s 93, 568, 042 

Certifica t es o f deposit 10,625. 000 

Co mmerc ial Paper 52, 306, 812 

(Less ) Unamo rtize d premiums and 
discounts p,273,685) 393,939,505 

To tal a sse ts $400,890,819 

No t e : De tail figures may not add to totals due to rounding . 

RHODE ISLAND ERS 

S t a t e Employees : 

Fmplo y e r r eserves 

Me mbe r res erves 

To tal State P~p1oyees r eserves 

Teac hers : 

Emplo ye r r e serve s 

Me mbe r r eserve s 

Tota l Teac her reserve s 

Teac h e r s Survivors : 

Table 9 

Alloc ation of Assets by Pla n 
as of June 30, 1980 and 1979 

$144 , 085 , 002 

66,864,733 

s 78 , 286 , 448 

91, 956 , 429 

1980 

$210, 949 , 735 

170,242 , 877 

Employ e r r eserves $ 14 , 131 ,256 

Membe r r eserves 51 495 , 6 59 

To t a l Teac he rs Survivors r e s e rve s 19, 626 , 915 

Un a llo ca t e d: 

Unc l a i med be ne fi t r ese rve 71 , 292 

Tota l a srH.: t a $400,890,819 

tlo t e: De til11 fig ures ma y not a dd t o t ota l s due t o rounding . 

PIIOIJE I SL.AIID ERS 

1979 

S 85 , 046 , 258 

125 , 435 , 933 

83 , 989 , 480 

10, 450, 000 

43 , 299 , 814 

p,592,089) 

$125, 132 , 771 

59 , 579,454 

$ 66 , 700 , 9 55 

82,681,551 

$ 12, 403 , 499 

5 ,062 ,656 

1979 

, 

s 1 , 489 , 537 

4 , 502, 823 

345,629,397 

$351.621.757 

' 

$184 , 712 , 225 

149, 382 , 506 

17 , 466 , 156 

60,871 

$ 351,621,757 



v. AND METHODS 
ACTUARIAL ASSUMPTIONS 

1 consists of the benefit payments 
The actual cost of a pension P an An actuarial 

and administrative expenses less any investment earnings . 

cost method aims to budget this 
bli h a reasonable cost so as to esta s 

and the employee 
i contributions · relationship between employer pens on 
i obligation . The result is an 

services that give rise to the pens on 
ts A fund accu

employer contribution which anticipates future paymen • 

mulates which earns investment income, thus reducing the ultimate cost . 

ib i requires that projections , Calculating the appropriate contr ut on 

t f ture experience. Some items , and therefore assumptions , be made as o u 

such as mortality rates , can be predicted fairly accurately . Others , 

such as future salary increases , are , of course , subject to considerable 

variation . It will be useful to identify the assumptions used , particul

arly since broad questions of fiscal policy are implicit in certain of 

the assumptions . These assumptions are the same as those used in the 

June 30 , 1979 study . 

Mortality Rates 

We assumed that mortality rates would conform with the 1971 Group 

Annuity Mortality Table. This is the most commonly used table of pension 

plan mortality , and we believe it is a reasonable basis for estimating 

experience under the System. Table 10 gives some life expectancies deter

mined from this table . 

Salary Projections 

The System provides benefits that are based on the three highest con

secutive years ' salary for each employee. To assume that each employee ' s 

salary will be the same in the three years before retirement as it is 

today would seriously understate the System' s cost. Accordingly, we use 

40 

a salary projection to anti i 
c pate future increases in earnings. 

Additionally , it is appropri t 
a e to compute pension normal costs which 

are level as a percentage of payroll rather than level as a dollar 
a·mount , and a salary pr j i 0 ect on is also used for thi s purpose . If the 
cost were calculated 1 

as a evel dollar amount for an individual , t he 

cost might be a high per cent of his pay when he was young and a lower 

per cent of his higher salary at a later age. By use of a salary 

projection , the contribution for an individual , all other things remaining 

the same , tends to stay at the same percentage over the years . 

How to project future sal aries is a major policy question. To what 

extent should one seek to ant icipate , through present contributions , the 

full i mpact on pension costs of future salary changes? 

For purposes of our cost determination, we have made a moderate 

allowance for general salary increases in the future . We also reflect 

salary increas~s as t he r~sult of longevity and promotions. The scale 

has relatively greater increases at the younger ages to correspond with 

the State ' s sa lary schedul~s . The salary scale factors are: 

20 
25 
30 
35 
40 
45 
50 
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 will appear , th~ probl~m of sa lary projection has a parallel in 

t h~ question of choosing an assumption as to future i nvestment yield and 

the two are somewhat interrelated. 
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ce and rece ive 
ill certllina 

Ter111ination Rates e~ployees " than ten years 
ny - vi t h less 

1 ee group , Gl& certllinatinS f their contri-In any emp oy £G!ployees refund o 
ess chan full benefitS · receive onl Y a che release of State 

~ f r exa=ple , !paces 
of ac t i ve servi ce , o sumpt i on antic such people , thus 

The tertllinat i on as u=ula t ed for 
butions ~ been ace 

t hat GI&Y have and Town funds c 
r educed ongoi ng cos . 

r esul t i ng in a 

cions each yea 
all causes except retire

r from 

t..'e assumed 
t.hat certRi na 

men t would be as f oll ovs : 
State Emplo~y~e~e~s~~----

~ 
20 
25 
30 
35 
40 
45 
50 
55 
60 

15% of t he 

~ 

20 
25 
30 
35 
40 
45 
50 
55 
60 

Death* 

. 05 

. 06 

. 08 

. 11 
• 16 
. 29 
. 53 
. 85 

1. 31 

.!1Yabili!Y. .::.;..:o2'-"l-. 2-0-

. 06 15 . 80 

. 09 11 . 60 

. 11 8 . 40 

. 15 6. 20 

. 22 4 . 20 

. 36 2 . 60 

. 61 
1. 01 

a bove 
service-connected . 

dis ability rates are 

Teachers (Rate ;l 

~· 
Disabilitz Withdrawal 

12 . 39 
. 05 . 06 

9 . 70 . 09 . 06 7. 50 
. 08 . 11 

5 . 66 . 11 . 15 
4 . 14 . 16 . 22 
2 . 75 . 29 . 36 

. 53 . 61 1. 35 

. 85 1.01 
1. 31 

15% o f the above disabil i t y r a t es a r e s ervice-connected . 

*Rates s hown ar e f or men; rates f or women are slightly lower 

Total* 

21.31 
15 . 95 
11. 79 

8 . 66 
6 . 58 
4 . 85 
3 . 73 
1.86 
1.31 

~* 

12 . 50 
9 . 85 
7 . 69 
5 . 92 
4 . 52 
3 . 4 1 
2 . 49 
1.86 
1. 31 

No te : De tail f i gures may not add t o totals shown due to rounding . 
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Retireooen t Ages 

The Syate. provides unreduced be:Defi u ...s e.rly a.a a ge 55 f o r &e:>

e ral e1:ployees and age 50 fo r Sut e Correct!~~ Of!i.cl:r s. ~ ~ a.asu:>ed 

Stat e E.::op l oyee.s vill retire at a ge 64 , or a;><m t he ca:;>le ti.o::J of ten ye.r• 

of s e rvice 1f lat.er . Te.ac:.her r e t:ire:.e:lt.s are assu::::ae:d t o occur ~ :..he 

teache r has attaine d age 6 3 and has co:pleted t en o r =ere yeara o f servic e . 

In any case vbere tbe e::pl oyee already """ts t hese ass~~ ccndi t: i=a of 

age and service, i t 1.s a.ssu:::oed dlat be or sbe vill retire ~tely. 

Post-Retir~~ot lncr~es 

Follcn."'i.ng t he t.hir d .a.no.iv ers.a_ry o f ret: i~t: . co•t.-of- llvl-!lg increases 

are regular l y pr ovided co pen.si.on ers . Our calcu1&t io::l aslftmle<! 3 per c e:t 

a nnual benefit incre.ues .u pr ovided by Statute. It s hould be no~ed ~t 

cost-of- living iocre.&Ses .are nov .. co::;:aounded " fro:~ ye.ar t o ye.a_r .. ~c.b t.b.:ts 

valuati.on ve took into a ccount the firat adj.ac.ent effec tive J &:m.Lry 1 , 1981 . 

Inves~ent Return 

Investmen t r eturn has a ~jor effect o~ t he u1 t: icate cost of a 

re t ireme.n t syste::.. ln gene.r a.l , if a syste:: i s ac cua.r i.ally funde d ( so 

t hat it has a subscao t ial reserve which i s ear ning a n i.nvest=ent yie d ), 

a yield of 6 per e eoc - in con trast t o a 5 pe r ce n t yield - '-"11~ r~uce 
cos t s by 16- 20 per cen t . 

.~, ass~ption =ust be ~de conce rning f ut ure yields . It =ust be a 

r a te t ha t •dll be valid fo r t h e co g- run , cha t is , no t only f or coney 

inves t e d tod a y o r nex t year , but a l s o f o r cone y i nves ted ~0 o r core years 
from now. 

We s elected a n i nve s rne.nt r e t urn assu=rption o f 6 1/ 2 per cen t per 

year fo r ou r calculation . Thi s ass u=ption takes a ccount o f probabl e 

moderate l ong- ter.::::t i nf l a t ion but i s no t t i ed d i rec tly t o t he higher 
r ates cur rently avai l a ble . 
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Coat Method 
" thod of funding . This 

1 cost me 
we have used the "entrY age norma vided to an individual 

he benefitS to be pro 
method spreads the cos t of t f employment to his 

from hiS date o 
as a level percentage of his pay for the entire system is 

The normal cost 
assumed date of r etirement . 1 articipants . In a rough 

1 costs for al P 
equal to the sum of the norma f b efits earned during the 
sense , it can be vi sualized as the cost 

0 
en 

current year . 

sents the amount by which the 
The accrued actuarial liability repre 

i the cost of future benefit pay-
future normal costs fall short of meet ng 

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

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 , 

actuarial gains or losses will develop , with corresponding decreases or 

increases in future costs . 

Missing Data 

It was also necessary to make certain "non-actuarial" assumptions 

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

indi viduals 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 distribution as 

male members age 37 with known service) . 
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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 

Tabla 10 

Expected number of Ytara of Life 
Rtm.inina at Specif ied Aa•• 

Mdt 

22 . 7 
21 . 9 
21 . 1 
20.3 
19. 5 

18.8 
18. 0 
17. 3 
16.5 
15. 8 

15. 1 
14. 4 
13. 8 
13. 1 
12 . 5 

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

9. 2 

1971 Croup Annuity ~ortality Table . 
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ramalt 

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

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

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

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

11 . 7 



VI . 

su:e t:;;~loyeu 
8~ developed as 

!':te c:oltl for State Ell;>le>Yte 
f JU!lf 30, 19 J o 

1 as 0 

foll:wa: % of 

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

(5 ) 

(6 ) 

.!ill 
Participating payroll 
Ez;>loyer norul eoat bilitY 
l':l 'l.ll14ad aauarul lia uari.al 

• f unfunle.d act 
~rtization o only 

liabilit y -- Interest 1 1 
• if pail Ju Y ' :o:al ann~l coa. • (2) + (4) 

1980 -- lntereat only thlY 
t i f paic! con Total ann~l c:ol est --

• (S) plua ~ year inter 

~ 
Payroll 

5218,021 , 200 5 . 4% 11 , 88!:1, 100 
344.521 , 300 

21 ,027 , 200 9. 6 

32 , 907,300 15. 1 

33,976,800 15. 6 

Intereat only f 
to t otals ah~-~ because o 

"· tail fi"''re• -:.a / not a.dc! S.cte: V'll:: c.-
rounding 

he State to contribute 86 per 
t c:alls for t 

~ reviaed f unding atatu e f the interest on t he 
lUI 65 per c:ent o 

cent of the projected norcal cost p 
30 

l980) for the 1981-82 
bility (as of June • 

unfunded accrued actuarial lia j ted participating payroll 
this re~uir~-ent and a pro ec 

filcal year . Based on i "rate per cent" for State 
"2 lo/er contribut on 

of 5253 , 000 , 000, the 1981-~ ecp 
1 

ed as follovs: 
~loyeea ia 10. 4 per cent of pa/ roll , d~le op 

(7) 

(8) 

(9) 

Cl O) 

~ 
Proj ected 1981- 82 participating 

payroll 
1981·82 ecp lo/er norcal colt 

• 5. 4491% 7. (7) 
Required contribution if paid 

July 1, 1980 • . 8~ x (8) + 
. 65 7. (4) 

P~quired contribution if paid 
monthly • ( ~ ) plus , /tar 
inte reat 

$253,000, 000 

13, 786, 200 

25 , 523 , 800 

26 , 353, 300 

% of 
Projected 
Payroll 

5 . 4% 

10 . 1 

10 . 4 

Tne cakulaticna &a ~lete~ ;;u~ t~: the ~loyer c:.o:tr1!r.;:!.:r

vill be paid into t~ retir~: fll!l~ a: t!-.e !>e&J,=i:-.g c! u c:: yur , &::~ 
vill Start to Ut: interest fro: t:..t: u:e . l.:l fa:t , t!:.e x:-...ry 11 c!~ 
sited oontbly. Thua about =...u a year ' s !:;teres: !.a : oa:, &::~ :~.e c::>:~tr!
bution :Uit be incr~ to reflect t::u . !.1=1 6 c.~ 10, c:; tr:.e ?r~.-. 
page, include t his adjus~t. 

Tne "full coat" o! t~~ Syateu' s ~fits (~ 6) is 13 . ~ ~~ c~t 
of payroll ~ich co:pares t~ 13.1 ?er ce:t for tr~ ?revio~ year . ~~ ~
crease in COlt 1a due ?ri:arily to t!:.e fac: t!l.at lu: year ' s aut:::~:-y 
contributi .on repreaente<!, only a ?Onio:l of t:.e ' f ull coat" !or t~~t year ~ 

the change in t he coat-o!•livtng ~~~•t~t £~~ no~-cc:pc~i:g t c · ·

pounding and sc=e da :a c:orrect~ !or ~i~r ~:e!it &:c::=:s . 

Teachers 

Tne costs for Teacbera u of June 30, 1980 c!evelo?e<l .u follava: 

: o! 
I tee A!>cu::: ~ 

(1) Participating payroll Sl16 , 305 , 300 
(2) Employer norv.al colt 9, 192, 6:0 1. ./% 
(3) Unfunded actuarial 11a;ility 321. , 531 , 300 
(4 ) Amortization of unfunded actuar~al 

liability -- Interest only 32 ,013,700 16 . 3 
(5) Total annual cost if ~aic July l , 198~ 

-- Interest only • (2) + (1.) 41, 206,300 21.0 
{6) Total annual COlt if paid Januarj, 1981 . (5) plus ~ year intern: --

Interest only 1.2 , 545 , 500 21. 7 

Applying t he revise' fundi~g statute to t he Teac~e rs ' costs and a 

projected participating payroll of S236 , 587 , 600, gbes a contribution "rate 

per cent " requireme:tt for fiscal 1981- 82 of 13. 2 ?H cent. l'.alf of t his 

(6 . 6% ) is payable by the State a:1d half by t he r:un1c1pa11ties . ~e "rate 

per cent " is developed as follows : 

47 



(7) 

(8 ) 

( 9) 

(10) 

.lli! 
participating Projected 1981- 82 

payroll rmal cost 
1981-82 employer no 

• 4. 6828% x (7) i if paid 
Required contribut8~nx (8) + 

July 1 , 1981 • • 

. 65 x (4) b t ion if paid 
Required contri ~ (9) plus ~ 

January , 198 
year interest 

$236 ,587 , 600 

11 , 078 ,900 

30, 336, 800 

31 , 322 , 700 

% of 
Participating 

Payroll 

4. 7% 

12. 8 

13 . 2 

contribution that the employer 
leted assume i of each year , and 1 i ns as comp beginn ng The calcu at o f d at the i d 

tirement un the money s epa-
will be paid into the re that date . In fact , and the con-

rn interest from ' s interest is lost , will start to ea ar 

Th s about half a ye 6 and 10 , above , in-s ited in January . u to reflect this . Lines 
b increased tribution must e 

elude this adjustment . 

h compares to 18 . 0 a roll whic 
' i 21.7 per cent of p y can be attributed to The "full cost' s t increase 

revious year . The cos 
per cent for the P Employees . 

bove for State the same reasons given a 

Teachers Survivors 

teachers , it is diffi-
have data on dependents of However , 

Because we do not the Teachers Survivor program. 
a detailed analysis of "hi h cost" cult to do ial position based on g 

we have attempted to estimate the actuar t of teachers would be 
assumed 25 per cen assumptions . For example , we l d be married but 

10 per cent wou 
i d at death in active service , children (two children , unmarr e ld be married wi th 

childless , and 65 per cent wou h ther at age 32) • On this rough 
One born when the wife was age 23 and t e o 1 

ficient to fully cover t he ac tuaria basis, the assets appear to be suf $110 and $125 
is est i mated to be between liabili t ies. The normal cost 1 ee con-

11 ithin the $1 92 combined annual empl oyer-emp oy per person -- we w ) 

( h Ys 1 per cent of t he firs t $9 , 600 of salary • tribution eac pa 
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Based on this analysis , we believe t he present contribution is 
adequate to s upport t he Plan of benef its . 

Value of Ves ted Benefil! 

In private pension plans , it is customary for the actuary to provide 

the "value of ves t ed benefits . " This figure is used by accountants in 

preparing f i nancial s tatements , both as a disclosure item and as a factor 

in determini ng t he provision for pension expense , in accordance with 

Opini on No . 8 of t he Accounting Principles Board of t he American Insti 

t ute of Certified Public Accountants , "Accounting for t he Cost of Pension 

Plans ." l.'hile we r ecogni ze that the State may no t be covered by this 

Opinion, a brief discussion of t his subjec t may be helpful . 

The "value of vested benefits" represents the single premium value 

under t he pl an ' s inves tment income and mortality assumpt i ons of all 

benefits to present and former employees which do not have future employ

ment by the employee as a r equired condition for their receipt . 

Thus it includes the present value of an immediate or deferred pension 

for all pens ioners , beneficiaries , vested forme r employees , and active 

participants with at leas t ten years of service . For active employees 

with less than ten years of service , only the accumulated employee 

contr ibutions ar e included , since that i s al l such employees would 
r eceive i f they had no f ur ther emplo)~ent . 

For t he Employees ' Re tir ement System, the value of vested benefits 
as of June 30, 1980 i s as follows: 

Active members 

Reti red membe r s 

Total value of ves ted benefits 

Asse t s 

Unfunded val ue of \'ested benefits 
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State Emplo\'ees 

$269 , 435 , 300 

205 , 147 , 000 

$4 74,582 , 300 

210,949 , 700 

$263 ,631,2 

Teachers 

$270,608,700 

26'1. 601 . 300 

$532, 210,000 

1 0, 242 , 900 

Jl6 l 1 ?.UJ.£2 



, 

Overall Status of Svstem 
i ly returned the System to 1 ts 

Legialation in January , 1979 effect ve i with the fiscal 1979-60 year 

former statut('lr)' fundinR schedule beginn ns 

(Ac tuall:-" , the accelerated funding 
Provide

d for by the General Assembl y 

i inS contributions as its 

in 1978 was never used as the basis for determ n J ly 1, 1979 by which date 
effective date was defer red for one year to u 

the further roviaion in the law superseded it . ) 

Under the funding law as amended , the State and the Teacher Employers 

will not begin t('l pay the full normal cost and the amortiration payment 

until the fiscal year beginning July 1, 1986 . Thus , for fiscal 1981-82, 

as reporteJ earlier , the employer cost is 86 per cent of the normal cost 

and 65 per cent of the interest payment on the unfunded accrued actuarial 

liMbility . The percentaRe totals in the schedule increase each year: 

Fiacal year 
heginninll on 

July 1 

ICliH 
1982 
1983 
IQA4 

86% 
91% 
95% 

100% and 
thHeaftllr 

8Gltlinnins with tho filled y•llr • t artinll July 

Interest on 
unfunded liability 

65% 
75% 
85% 
95% 

100% nnd 
t hi>r,•a ft ,•r 

1 , 1986 , the •turu t.ory 

contribution 
... '' • ,-,m:a u-will comprh~ the norm.tl co•t plu" Alll(lrti•~tion of t11 

r 1 

" t• urv~ , c•v"r :10 >' '"' r:J , ll~tbl U ty on ll rhlnj; , aum-of-th~-di• l t ~ 
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EMPLOYEES' RETIREMENT ~"" "' 

~~=·~s~vs~r~~~o~r~ru~~~!S~~~Ll~~~ STATE or RHODE ISLAND 

CERTIFICATE or ACTUARIAL VALUATION 

This i s t o certif 

I' 
1 f >' t hat w~ h an RS o June 30, 1980, av~ pr~par~d an actuarl 1 valuation o! the 

The cert lfi ca tf' contains thf' folloWing 
EXHIBIT 1 attach~d exhibits : 

- Ar tuarlal Cost ! or Y~ar Bejllnnln• July A s n I , 1980 
• ·tate Employees 

R. Teachora 

~Xlllli!T 11 - Artu~rlal Au 
EXIIllllT tll ump t ion• and Coa t H~thod 

- Summ.trv o f Pldn p 
1\' . rovlsl<'n• 

thr ht--al t '"f ntv kn~..,wl rd,,• 
Vllltt., ti PII .I~ r ••mpl 1\ • t hr lnf,,rmatlo n s 
mv <'plnl<•n till· " rtr anJ .<,·cur ,lte (rx,·,·pt n" uppl~···l In t hla lt<t uorlal 

• •sump t 1,•1111 J lh>t <u In f'xhth! 1 ) 
t •• till' <'XJll'ri •·n,·r •' I t h,· """ In thr "~~rr)\<ltr (a) nr . t nnJ I n rrprt·~··nt my h ·•H ~IM nod I<' rt•rtlh•n•hl I' rra•onably ri'lnt rd 

• ··~ t !mat" <•f ;lilt ldpatrJ , • ., ""'l'•'•' t <lt Inn• and (h ) 
. Jr r l " '"' " nndrl' t hli plal1 , 

! I 
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EXlliBIT I 
y ! , 1980 

BEGINNING JUL 
ACTUARIAL coST FOR YEAR 

TE EMPLOYEES STA A. 

with respect The valuation was made . 

i g data supplied to t o the follow n 

us by the Retirement Board . 
023 fully vested) 

ants (including 5' 021 200 
a . 16 ,104 active part~c!~nual salaries 0~i$~;~ies ~f deceased 

with tota di g 154 bene c 
4, 569 pensioners (inclu ni employees) 

and act ve pensioners 
b . 

the valuation date The cost factors as of 
are as follows: 

!. 
2. 
3. 
4 . 

5. 
6. 

············· ··· ··· ········· To t al normal cost . • • • • • • . • • • • . ~ •: • • • • • • ••• •• • • • • • • • • • • • • • • • . • 
Projected employee contribution ••••• •• •••• • •••• • •••••• •• 
Employer normal cost • • • •. . •• . • • • • • • • . • • • • • • • . • • • • • • • • • . • • • • • . 
Actuari al liability - total · · : : :: ::: ••• •••• ••• •• • $350 , 324 , 000 

Active employees ·· ······· ft i aries of deceased 
Pensioners (including bene c ) ••• •• • 205 , 147 , 000 

loyees • • • • • • • pensioners and active emp • • • • • • • • • • • • • • • • •• • • • • • 
Assets • • • • · • • • · • • • • '''' · ' ' '' ''' '' ' '' ' ' . , . • • • • • • • • • ·' ' · ' ' ·' ·'' 
Unfunded actuarial liability ·········· 

fi t s · $474 , 582 , 300 Liability for accrued vested bene • 

active employees unknown as to age , 
No te: Included are 201 f b neficiaries was unclear . 

i both Status o e 1 if serv ce , or . terminated vested emp oyees , No data was provided on 
any . 
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$ 23 , 871 , 300 
11 , 991, 200 
11, 880, lOO 

555 , 471, 000 

210, 949 , 700 
344 , 521, 300 

EXHIBIT I 

ACTUARIAL COST FOR YEAR BECINNI!\C JL1.Y I , 1980 

B. TEACHERS 

The valuation vas made With 
h R i respect to the folloWing da ta supplied to us by t e et rement Board: 

a . 

b . 

11 ,177 acti ve participants (incl uding 5, 816 fully ves ted) 
2 885 With total annual sal aries of $196 , 305, 300 

• pensioners (i nc luding 61 beneficiaries of dece.sed 
pensioners and active employees) 

The cost factors as of t he valuation date are as f ollows : 

!. 
2. 
3. 
4. 

5. 
6. 

Tot al normal cost • , , . •.• .••• •.••.. • ••••••. • . ••• • ••.• , ..• •• ••• S 
Projected employee contribut ions .. .. .. .... .................. . 21 ,952 , 400 

12,759 , 800 
9,192 ,600 

694.774,400 

Employer normal cost • • • , , •••• ••••. •• •• • . •••• •..•. •.•••••.•.•. 
Actuarial liability - total . .• •• •..•. •• . . .• .•• . • , . .• , .. • •. . •• 

Active employees . ..... .. .. .. . ... .......... .. . . $4 33,173,100 
Pensioners (i ncluding beneficiaries of 

deceased pensioners and act ive empl oyees) • . • 261, 601, 300 
Assets • • ••.•• ••• • ••. , •• . ••• . , .•• . • , • •• • •• , .• , ••• , •••••• • ••••. 
Unfunded actuarial liability ••.• , , , , , , , , , , . • .••••.•.• .•••• . .. 

Liability for accrued ves t ed benef i t s: $532 , 210,000 

170,242, 900 
524 ,531 , 500 

Note: Included are 39 active employees unknown as t o age , service, 
or both. Stat us of benef i ci aries was unclear . No data was 
provided on t erminat ed ves t ed employees , if any. 
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ACTUARIAL 

os! METHOD 
ASsl]I{PtiONS AND C 

litY table 
uitY Horta 

1 GrouP Ann 
Hortali t y rat es - - 197 

65 mortal itY under stipulated 

before age 
Disabilit y mor tali tY 

65 -- Age 

t able . 
fore retirement : 

termi nat ion rates be (Rate %) 

20 . 05 
25 .06 
30 . 08 
35 . 11 
40 . 16 
45 . 29 
50 . 53 
55 . 85 
60 ). 31 

~ 
Withdrawal 

Disabillli'. -

, 06 
. 09 
, 11 
. 15 
. 22 
. 36 
. 61 

). 01 

21.20 
15 .80 
11 .60 
8. 40 
6.20 
4. 20 
2. 60 

ice-connected . 
15% of the above disability rates are serv 

teachers (Rate %~ 

Withdrawal 
~ Death* Disabili t,l 

. 06 12 . 39 
20 .05 9. 70 
25 . 06 . 09 

7.50 
30 .08 .11 

5.66 
35 . 11 . 15 

4. 14 . 22 40 . 16 2. 75 . 36 45 . 29 ). 35 
50 . 53 . 61 
55 . 85 ). 01 
60 1. 31 

15% of the above disabi lity rat es are service-connect ed. 

*Rates shown are for men ; rates for women are slightly lower . 

21.31 
15 . 95 
11.79 
8 . 66 
6 . 58 
4. 85 
3. 73 
1.86 
1. 31 

Total* 

12 . 50 
9. 85 
7. 69 
5. 92 
4. 52 
3. 41 
2 .49 
1.86 
1. 31 

Note : Detail figures may not add to totals shown due to rounding . 
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Salary scale: 

20 
25 
30 
35 
40 
45 
50 
55 
60 

Preaent salary as a 
~ercent of salary at 65 

17 . 45 
22 . 07 
27 . 76 
34 .62 
42.68 
51.76 
61.77 
72.98 
86.08 

Includes al l owance for inflation of 3% per year 

Annual i nc reaae 
(bee :t) 

4. 84 
4.75 
4. 59 
4. 39 
4 . 08 
3. 72 
3.45 
3. 33 
3. 16 

Unknown characteri stics of employees: Sao. as those exhibited by employees 
with known characterist ics . rnknown salary is assumed to be 510 ,000 
for State Employees and $15,000 for Teachers . 

Retirement age -- State Employees: 64 , or completion of service requirement 
if later. Teacher s : 63 , or completion of service requirement if later . 

Post-retirement i ncreases -- 3% compounded ann~lly 
Percent married -- Social Security aw~rds during 1972 
Net investment return -- 6~% 

Valuation of assets -- At amor tized book value for bonds and a t cost 
for stocks 

Cost method -- Entry age normal cos t 
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Service p~nsion 

&XHIBIT III 

• •"' PROVIS T0!:5 Sl!M)IAR\' OF p..,... 

General Emplov••• 

correctional 
Officers 
~ 

Age requirement: 

Service requirement: 

60 
or 

10 yrs . 

55 
or 

30 yra . 

None 50 

35 yn . 20 yrs . 

55 
or 

8 yrs . 20 Yrs, 

10 years of service plus 1 . 9~ 
1. 7% of final average salary up ~oservice plus 2 . 4~ for each 
per year for the next 10 years 0 dmum of SOt . Final average 
addit ional year of service to 1 ~~~f compensation earned during 
salary is defined as the average rior to termination . Correctional 
the highest 3 consecutive Y•

1
•rs Page salary prr year of service . 

ffi i 1 2% of !ina aver o cers rece v of service to a maximum of 
Legislators receive S300 per year t age 70 except for elected 
$6 ,000. Retirement ia ~and~t~;ii~ers mandatory retirement is 
officials . For correct ona f aervict if later , 
at age 55 or completion of 20 years 0 

Early r etinment 

Age r equirement: None 
Service requirement : 30 years 
Amount : Regular pension accrued , reduced by 6% for each year of age 

leu than 55 . 

Di aability 

Non-occupational: 

Age requirement: Nona 
Service requirement: 5 year• 
Amount: Regular penaion baaed on aarvice accrued and final averasc 

aalary at diubility (but not leu than 17 . 0~ , payabla 
immt diltely , 

AKa requirement ! None 
Service raquircment l None 
Amoun t : 66 2/3% ot final ta1ary , payabl~ immediately . 

Ase require~nt : Sont 
Service requireeent : 10 vurs 
kmount : Rt,ular ptnsto · 

n &c~rutd , paya~lt at •s• ~. 

Pre-retirecant death benefits 

Lump s~ benefit: 

Ase require~nt : s~n• 
Ser\'i<:e rec;u!re=ant: S.:-ne 
A::...,unt : (&) S~OO per yur ~! un·tet t .:- .a a&d:t\:2 ::of S~ , .X~ 

and vtth a m1n1n~ ~! s: , . 
(b ) Refund f e:;loyee ~~ntr1but1~s . 

Spouse•s benefit <•nli.::able only 1! •l•.::tcd by carl"~" ): 

As• requira:.nt: ~0 so l.Ashlators : 
.:or 

Servi~e require~nt : 10 yra. :o ~-u . 

n,'n• 

~ yurs 

Am unt: ~nefit • rl.:-,·u v("uld ha\'t u.::ei\ .. .1 ha.l ht rcttr-..1 thf' 
day bc!~rt he died an.! ele.::t•.i th• j~int an.! aurvt,~r 
option. 

Oc.::upation.al death benefi t : 

A~e roqu!re~nt : S~n• 
s~r\'! .::e rec;u !r~een t : s~n• 

Amount : (&' so~ I){ u larv tC' •r•'Uit ,, r .-hildun un.itr .. , . I~. 

l••s \J ~o."tU•n' • \71lmr•n• a t t .. ,n . 
b Rcfun.i ..,r •mrl.wu.: ntrlbut!,,n, , 

(~ l \Qt <'( omrh'\'U .-,•n t rthutl,•nt, to .. l>tno(itt r•t,l , 
II>) rr~ at i lfo>'nt Jr ~ th l-~t"( It . rt JII.- rJ : ~ rcr vur 

~'t rrt ircrnc-nt . t'lu t n,'l le"JU th•n $: .N'l'· 
f:.,~1'-'Ye ..!' '-"ntri_hut_t_ .. ,n_~.!!.: 

r rt,,r c.• / 1 /1~ 

7 / l /7 ~ t•/ ' /~ ! 
7/l/~~ - l• / 1(1 / ~' 
7/ l / ~' ·'"'l l.1t~r 

~t ~ t ., rmr t .. ~·"!':. 

' ~ 
'~ 
f> 
~, 

r._..:Jl•ro 

~ ~ 

t-1 

:-, 

I •&l•lAt •'fll 

ll)~ 

\() ,,, 
"' 



Available options: 
Joint and survivor with 50% or 100: continued to the 
beneficiary after the death of the employee . 

Post-retirement cost-of-living increases : 

3% of current amount, cospounded, to pensioners and 
beneficiaries following the third anniversary of 

retirement . 
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