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SECTION I- SUMMARY OF VALUATION RESULTS 

Contribution Requirement~ 

The contribution reqUircmerts tor tiscal 1993-94 •or ~he State Ernployees' Retirement Plan and 

the Teachers Rettrement Plafl are set out below. For comparison the contnoution 

r~u1rements for the orev1ous two fiscal years are also shown. 

Fiscal 1993-94 Fiscal 1992-93 Fiscal 1991-92 

State Employees Plan: 
Normal Cost 12 72% 11.59% ;3.35% 
Unfunded Liability Cost 6.35% 6.53% 6.10% 
Total Cost 19.07°1o 18.12% 19.45% 
Less Employee Contribution 7.75% 7.75% 7.75% 
Employer Cost 11.32% 10.37% 11. 70°/o 

Teachers Plan: 
Normal Cost 14.77% 13.31% 14.37% 
Unfunded Liability Cost jl.75% 9.93% J!..23% 
Total Cost 24.52% 23.24% 23.60% 
Less Employee t;ontrlbutlon 8.50% 8.50% _8.soo,~ 

Employer Cost 16 02% 14.74% 15.10% 

Fo1 ~,sea ~ 99~ 94, the .,..eacners P1an rate 1S to be paid 40'% by the State and 60% by the 

ctt;es and towns. he overall o.te of 16 02% includes the cost of prior fiscal year State 

~ontnbution delerrals he de1erral repre'5ents 0.58% 01 the rate and 1s oayable by the State. 

tr.e ct tes and towns srare 1S theretore 60% 01 15 44% or 9.26% anc tl1e St3te will contribute 

tl e balance of •t";e 6.0~01 .-r 6 76%, 



SECTION I - Summary of Valuation Results (cont'd) 

Iowns which did not Participate In the 1990 Early Retirement Incentive Program 

There were a number of towns whicll did not participate in the 1990 early retirement incentive 
program. These were: 

Code Number: 2003 
2009 
2015 
2018 
2025 

Burillville 
East Greenwich 
Jamestown 
Little Compton 
North Smithfiela 

As a result the contnbution requtrement for these towns is reduced by the cost of the early 

retirement incentive program. The overall contribution requirement for fiscal 1993/94 of the 

group is 14.27% and as above the State will meet the full cost of prior fiscal year deferrals of 

0.58%. The contnbution for ~hese !owns is therefore 8.21% and the State contributes the 

balance of 6.06%. 

Plan Experience 

The employer cost ~-~as ncreased from +ne current cost for the fiscal year ending June 30. 

1993 due to a number of factors· 

.. 

Pay increases were assumed to be zero for fiscal 1991-92 only. However, average 

pay increased by 3.3% for State Employees and 2.9% for Teachers which has caused 

the habilities and costs of Ule System to increase. 

The actuanal value of assets (utilized to calculate the employer contribution) returned 

1 O% for the year versus an expected return of 8% th1s leads to a reduction in the 

employer costs. 

The part1c1pant group average age tncreased by approximately 0.5 years and caused 

an increase to the employer r:ontribulion. (This is because the cost of prov1ding 

pension benefits for employee5 increases w1th 3ge.) 
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SECTION I - Sumrnary of Valuation Results (cont'd) 

When assessing the relat1ve 1mpact of the above factors it 1s appropriate to compare year to 

year changes in the tctal cost of benefits .ncluding employee contributions. When looked at in 

this manner, the increase ~rom year to year 1s a smaller proportion of the total cost than the 

Increase ir, tile employer cost net of employee contnbutions, due to the fact that employee 

contnbutions are held constant Any gains or losses are passed on to the employer's share of 
the cost. 

Funded Status of the System 

There are several measures commonly used to describe the funded status of the plan. The 

following tables summar ze two measures wnich are described below. 

PrOJected Benefits Actuanal Asset Value 

Tne rat1o of assets to the pro1ected benefit liability compares the actuarial value of assets to 

the value of accrued benefits w th proJected salary increases to retirement. 

The projected benefit ra 10 rema.ned relatively constant between 1991 and 1992. This is due 

to the offsetting effect of the larger than expected pay 1ncreases versus the better than 

expected asset retur . ~ate thE: mprovemert between 1990 and 1991 for both plans. This 

reflects the beneficial affect of certam assumption changes partially offset by the deferral of 

State Contributions and early 'etlrerr.ent Incentive programs. 

Ratio of Assets to Liabilities 
June 30. 1992 June 30, 1991 June 30, 1990 

State Employees 62 42% 62.56% 60.31% 

Teachers 54.50% 



SECTION I - Summary of Valuation Results (cont'd) 

Vested Benefits/Market Value or Assets 

The ratio ot assets to the vested be 1etit liability compares the value of vested benefits 

(basically the value of accrued benef1ts w1th no allowance for salary projection for participants 

With more than ten years of serv1ce the value of former employee s benefits and the 

accumulated value ot employee contnbutions for participants w1th less than ten years of 

serv1ce) to he market vah ... e of assets. 

The vested benefit rat1o has 1mproved s1nce the last vear. For this ratio, salaries are not 

proJecrea ana liabilities are compared to the market value ::>f assets. The improvement 1n the 

rat1o results from the asset return achteved by the market value of assets of 13.5%. 

Ratio of Assets to Liabilities 
June 30, 1992 June 30, 1991 June 30, 1990 

State Employees 80.67% 77 54% 87.39% 

Teachers 77 46% 75.47% 91.43% 

The Early Retirement Incentive Program of 1989 

The incentive orogram allowed oart1c1pants w1th 25 or more years of service (or if over age 60, 

• 0 or more years of serv1ce} •o ret1re and rece1ve a 1 0% enhancement in their benefit service. 

The prograrr: was cnly available !o state employees and approximately 750 state employees 

took the rncentlve offered. T'le cost of •he ~ncent1vc: IS spread over 30 years, as a dollar 

amount which w1ll 1ncrease r propor11on with expected payroll, (see Appendix 11 for a 

descriptron of the unding method} commencing 1n fiscal year 1991-92. The cost of the 

program s C 66% of payroll 
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SECTION I - Summary of Valuation (cont'd) 

The Early Retirement Incentive Program of 1990 

Unlike the 1989 program. the 1990 program was avatlable to both state employees and 

teachers. Any parttctpants wtth 23 or more years of service, could retire and receivg a ·t 0% 

enhancement in thetr benef;t servtce In addttlon, the benefit was based on the final year's 

salary (rather than a three year average) Approxtmately 500 state employees and 800 

teachers took the 1990 mcenttve prograr1 

For the State Emptovees Pla'1 t.,e cost of t11e ncenttve ts spread over 30 years, as a dollar 

amount whicr wtl tncrease r proportton w1t'l e pected payroll, commencing in the fiscal year 

1992-93. The cos for he State E...,p10yees P'an 1s 0.64% of payroll. 

For the Teachers Pan c cost s spread over a 24 year penod (see Exhibit Ill for a 

descnpt1or of the f:.Jrdmg rnet"'od cor1menc ng 1n the f1scal year 1992 93 and is equal to 

1 75c o of pay,.o I 

Assets of the Retirement System 

Section descr bes r. as e 

prev1ous fiscal year ard ws 

nvestment categor es 

61 ement systeiT', analyzes the cash flow during the 

e ·ooor-t on of fLnds nvested in each of the major 



SECTION 1- s ummary of Valuation {cont'd) 

The table b 1 • e ow provides a plan year summary of certain key statistics of the performance 
and transactions of the retirement fund· 

7/1/91 to 7/1/90 to 7/1/89 to 
6/30/92 6/30/91 6/30/90 

Time-weighted return on 
market value of assetsll> 13.5% 7.5% 12.3% 

Market Value of Assets at 
end of period $2,t>69,300 000 $ 2,316,700,000 $2,222,100,000 

Actuarial Value of Assets 
at end of period $2.483,700 000 $ 2,316,700,000 $1,962,800,000 

Total Contribution $ 38 JOO.~OO $ 149,700,000 $ 196,600,000 

Total Benefit Payments $ •9s ;oo.~oo $ 203,600,000 $ 139,400,000 

As prepared bv Wilsh re Assoc1ates 

The retur:~ achieved by •'le f c snct.ld be compared with the assumed return of 8%. 

The actuana' value of assets ·ecogn·zes one-th1rd of the Investment gain in excess of the 

assumed retur~ of 8%. 1-lerce Ci'l ar actJar al value of assets the fund returned 

approximately 10% dvnng f1scal 1992. ~re rema1r1ng two-th1rds of the gam will be recognized 

n costs For fiscal years 1994 and • 99!:> Spreading investment gains and lcsses over a three 

year penod ne:ps .o reduce vo at.litt ., tr-e plan's contnbution requirements. 



SECTION 1 -Summary of Valuation (cont'd) 

The swing from net income in fiscal year 1989-90 to net outgo (i.e. benefit payments 

exceeded contributions) in fiscal 1990-91 and 1991-92 resulted from the effect of the early 

retirement Incentives Increasing payments and State contribution deferrals reducing income. 

Approximately a combined $41.3 m1llion was deferred during fiscal 1991-92. Nevertheless, 

the fund did increase dunng fiscal 1991-92 after accounting for investment results. 

Actuarial Method and Assumptions 

Exhibit Ill describes the actuarral method adopted to calculate the contribution requirement 

and also the assumptions utihzed 1n the calculation. There were no changes rn the method 

ana assumptions as of June 30, 1992 utilized to determrne plan costs. 

For the June 30, 1991 valuation the Retirement Board approved two changes to the 

assumptions. Assets were valued at market value and starting July 1, 1991 future investment 

gains and losses were to be spread over a 3 year period. In addition, the salary scale used to 

projecr earnings to retirement date was changed to an annual increase of 4.5% with a one 

year assumption of no 1ncrease for fiscal 1992. 

The financ1al effect of these changes ts described in Exhibit I. 

Plan Benefit Structure 

The plan benefit structure 1s descnbed 1n detail.n Exhibit IV. There have been no changes to 

the standard benefit prov1S1ons srnce the June 30, 1991 valuation. 



SECTION II- EMPLOYEE DATA 

Active Employee~ 

The pertinent · t • In ormation for act1ve employees as of June 30, 1992, can be summarized as 
rollov..-5 : 

State Em(;!loyees Teachers 

June 30, 1992 June 30, 1991 June 30, 1992 June 30, 1991 

Number of Covered Employees 14,513 14,590 11,594 11 420 

Average Annual Salary $28,200 $27,300 $38,700 $37 600 

Average Age (years) 43 8 43.3 43 6 43.0 

Aver01ge Service (years) 11 0 10 2 14.9 14.4 

Number of Vestea Employees 7 236 7,163 7,450 7,101 

Number of Employees Eligible 
1or Retirement •. 1~6 1! 150 879 764 

The average annual salary for state employees rose slightly from $27,300. This represents an 

mcrease of 3.3%, and 1s down slightly from the 3 8% average increase from June 1990 to 

.;une 1991. ..... he average salary for ar active teacher increased by 2.9% from $37,600 to 

$38,700 return.ng the compensation to the level as of the June 30, 1990 valuation. 

The average agf.: for teachers 1ncreased from 43 0 years to 43.6 years. Average years of 

service rose by approx.mately ore 'la.f year as wt:ll. When viewed in con]ullction with the 

1
ncreases 1n both the nurnber of teachers el1g1ble for retirement and the number at vested 

teachers, It is apparent tt1at there are few terminations or retirements at older ages due to the 

•mpact of the recent early ret1rement incent1ve programs 
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SECTION 11 - Employee Data (cont'd) 

The a·· Clive population for state employees appears to have been similarly impacted by the 
early reti·eme t ~ . ' n m~...ent1ve programs. Average age and serv1ce mcreased by 0.5 and 0.8 years 

respectively. The number of employees elig1ble for retirement under the normal provisions of 
the plan d . rapped by 24 from ~, 150 to 1 i26 but the number of vested employees lncrea'5ed 
by -3 to 7 236 

Mlssmg data was est1mated by us1ng averages for s1m1lar employees with available data. For 

example a oerson m1ss~ng a aate of 111re. would be given an estimated date of h1re based 

upon h1s date of b1rth compared to other similar employees. For active employees m1ssing 

salaries ernp oyee contribution baiarces and onor salary history were used to calculate 

estimated salanes For act1ve state employees there were 41 m1ssing salaries, 23 missing 

dates of b1rt~. and 43 m1ss1ng dates or h1re. For active teachers there were approximately 

2,550 m1ss ng sa.anes 350 m1ssmg dates of h1re and 370 missing dates of birth. The greater 

numoer of m1ss,ng f1gt..res for teachers can be attributed to the greater difficulty in obtaining 

the1r aata. In our op1n1or. m 1ght of tre large populations we are dealing with and the 

reliability of our est1r1atmg techn1ques. tr.e amount of m1ss1ng data that required estimation 

does not nave a matenallm(Jact on the results of the valuation. 

Tables .. A and 1 B prov1de a dlstnbutlon o1 employees by age and service for state employees 

and teachers. respect1vely. 

Retirees and Beneficiaries 

-:ne data provided for analys1s of ret1ree and benef1c1ary liability 1ncluded dates of hire and 

retirement sex, monthly ber ef1•, type of bP.reflt, and payment option. The more Significant 

statistiC~ for retrrees and beneflcmnes are ~umrnanzed as follows. 

9 



SECTION 11 • Employee Data (cont'd) 

State Employe~ Teachers 

June 30. 1992 June 30, 1991 June 30, 1992 June 30, 1991 

Pensioners 
Number 7,875 7 851 4,657 4,704 

Average Age ..,0 5 70 0 69.3 68.8 

Average Monthly Benefit $880 $850 $1,715 $1,697 

Beneficiaries 
Number 582 565 169 130 

Average Age 71 8 72 0 68.6 68.3 

Average Monthly Benefit $650 $616 $847 $782 

As for the active employees. aata for pens1oners remained relatively stable with a slight 

growth In the number of pens1oners for the State Plan and a small decrease in number tor the 

Teachers' Plan. Average benefits grew slightly reflecting the impact of the Cost ot Living 

Adjustments. The figure of 4,657 pens1oned teachers mcludes 17 who are also receiving 

payments as benef1c1anes. 

Tables 2A and 28 snow d str.but.ons for pens1ons 1n payment status as of June 30, 1992 by 

age and pens1on type 'Y"Jlese tables a1so 1ndicate total monthly pension payments by age, 

average payments by age and total monthly payments by type. 

10 



Table 1 A - Distribution of State Employees In Active Service 

Years of Service and ~verage Annual Earnings 

Age Q.1 5·9 10-14 .1§__j1_ 20·24 25-29 30 34 3539 40+ Total 

0 19 4 4 
10.922 

10,922 

..... -2<:. 353 2ti 378 
22 029 20, 16C 21,945 

._s 29 830 3.'13 22 1,185 
24 . .349 :; 1 406 ~? 96/ 24,058 

3C 34 642 618 36/ 60 1,747 
24 964 2 ,' 1)(\4 ?6.0:?0 2'>.517 25,997 

35 39 552 4C\5 54q 543 16 2,215 
25 63') 29.232 ~8 528 28,269 21,174 27,854 

4,'-41 469 476 443 618 3!:>3 22 2,381 
26.04q 28 090 3~.159 33,5 1 3 32 10' 29,590 30,3o4 

45-49 4'5 439 393 lJ69 403 99 6 2,224 
26.385 26 7~ 1 ?9.138 34 012 37,923 34,129 31,641 30.994 

50-54 264 349 3?3 309 220 93 29 4 1 591 
25_6,2 25,380 29,301 31,149 32,120 39,446 36.027 36 225 29,310 

55-59 179 248 260 275 230 61 33 1 2 1,295 
25,614 25,856 28,585 29,765 28,570 34,449 40,430 38,267 31,617 28,535 

60-64 98 200 221 240 166 47 23 9 4 1,008 
25.707 25,436 26,440 28,197 28,651 33,722 42,131 56,564 34,932 27,952 

6569 25 62 97 75 48 19 12 3 6 347 
28,006 23,639 25,311 30,074 28,735 32,222 41,584 43,083 28,767 27,864 

70-74 11 23 29 20 11 6 2 3 1 106 
16,573 21,860 20,817 31,080 22,288 25,947 58,8/3 31,997 27,631 24,081 

15+ 1 7 12 fl :3 1 32 
4,050 8.010 10,960 23,183 29,128 35,541 15,626 

TOTAL 3,843 3,335 2 716 2,617 1,510 347 105 26 14 14,513 
Average Pay $25,013 $26,558 ~28,314 $31,022 $32,448 $35,021 $29,567 $44,119 $31,339 $28,228 
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Tab\e 1 B - Distribution of Teachers In Active Service 

Years of Service and Average Annual Earnings 

Age 0-4 5-9 1 0·14 15-19 20 24 25~29 3014 35-30 40+ Total 

CH9 0 

() 24 '12 112 
2~ 749 22,757 

:?5· :?9 5b1 92 , 654 
27 5~4 2/,146 25,543 

30.:M 374 Z9' 81 ' 
754 

~.! 906 '::J/.72.> 40 116 30 915 

35 39 574 3JO 3,'1 2JO 10 1 517 

J~ 0.'2 35.342 4~' 33' 11,242 41,62o 35,512 

.. u-44 5!::~ 399 384 928 1 130 •o 3,401 

<7 108 38,945 4 1 52? 42 556 -~3.090 39.495 

.o.5-49 308 28:.' 161 289 1 ,327 419 2 2 792 

33.588 J8. 117 42,8?8 42,701 43,451 44,350 41,556 41.849 

50-54 146 115 113 161 330 370 1 1 1 2 1 ,348 

35 634 39.439 42,022 42,572 43,284 44 564 46,765 43.002 42,57.! 

5559 44 42 42 93 158 82 73 19 1 554 

35,826 44 772 42,493 43,148 43,890 45,054 46,331 43,685 43,281 43.572 

60·64 20 15 29 42 99 38 36 30 5 314 

34,526 42,309 42,242 43,358 42,576 43,955 44,736 46,415 42 511 42.905 

65-69 1 8 9 20 48 14 6 6 1·1 126 

43.912 37,101 45,923 42,398 43,722 45.388 44,449 49,934 43,346 43,724 

70-74 1 2 2 6 2 3 2 4 22 

40,768 38,568 42,249 40,164 48,214 48,068 44.963 48,682 44,031 

75+ 

TOTAL 2,690 1,579 1,201 1,767 3,108 935 231 59 24 11,594 

Average Pay $29,642 $35,997 $40,354 $41,914 $43,096 $44,490 $46,206 $45,729 $43,655 $38,734 
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Table 2A - Distribution of Pensioners - State Employees 

Number of Pensioners and Total Monthly Pensions Paid by Age 

Pension fYllit ____ 
Percent of 

Serv1ce Legislator's Accidental Ordinary Total by Pensioners/ 
f.~ neorements ~eneftei<u1es Pension Disabilities Olsabrlities __.ililg_ Averaae Pension 

.;. 30 0 1 0 1 0 2 0 02"ro 
$ 0 $ 133 $ 0 $ 1,003 $ 0 $ 1 '166 $ 583 00 

30·39 0 8 0 6 9 23 0 21% 
0 5 294 0 7,129 2 199 15,222 661 83 

4049 68 21 0 10 49 148 232% 
128,847 11,080 0 8,574 20,658 169.159 1 ,14297 

50-54 180 18 6 5 24 233 613% 

405,138 17,303 6,081 2,718 13,644 447,890 1,922 27 

55· 59 290 21 18 11 62 408 1040% 

687,882 17,501 15,067 5,671 33 874 759,995 1 ,862. 73 

60·64 87 6 52 34 17 99 1,078 16 77% 

1 099,645 41,323 30,107 10,787 43,175 1,225,037 1,13640 

65-69 1,681 90 29 23 97 1,920 22 04% 

1A73.084 55,950 26,887 15,252 38,821 1,609 994 838 54 

--.74 1,635 114 31 18 74 1 872 18.83°/o 

1 230,498 74,344 30,466 10,597 30,084 1,375 989 735.04 

~5-79 1,241 105 26 8 51 1,431 12 67% 

822,672 58,856 24,249 4,803 14,833 925,413 646 69 

80-84 725 71 15 8 30 849 680% 

416,787 51,032 15,238 5,292 8,477 496,826 585.19 

85-89 293 47 6 1 2 349 2 68~~ 

163,355 27,042 4,388 802 404 195,991 561 58 

90-94 93 23 2 0 0 118 096% 

52,910 15,225 2,076 0 0 70,219 595.08 

9599 18 5 2 0 0 25 018% 

8,724 3,273 1,245 0 0 13,242 529.68 

1 0 0 0 0 1 000% 
100+ 

235 0 0 0 0 235 235.00 

7,101 582 169 108 497 6,457 

$ 376,356 $ 155,610 $ 72,656 $ 206,769 $ 7,306,378 $ 834 00 
Total $ 6,492,785 
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NUHIUt:l VI 

Pension Type Percent of 

Service Accidental Ordinary Total by Pensioners 

Age Retirements Beneficiaries Disabilities Disabilities Age Averaae Pension 

< 30 0 3 0 0 3 0.06C}o 

$ 0 $ 2,326 $ 0 $ 0 $ 2,326 $ 775.33 

30-39 2 3 0 1 6 0.12C}o 

1,430 2,553 0 956 4,939 823.17 

40-49 143 7 5 19 174 3.60°to 

337,594 4,275 6,766 14.514 363,149 2,087.06 

50-54 375 
-~ 1 11 394 815% 
I 

1,059,753 5,322 1.443 9,953 1,076.471 2,732.16 

55-59 524 16 2 22 564 11.67% 

1.424,314 13,584 2,941 22.085 10462,924 2,593 84 

60-64 702 16 8 24 750 15.52% 

1,420,072 14,463 110960 22,204 104613,699 1,958.27 

65 69 735 15 3 25 778 16.09% 

1,1260614 12,874 3,144 200550 101630182 10495 09 

'0-74 665 12 2 17 696 14.40% 

8400397 80347 30019 130941 8650704 10243 83 

75-79 514 20 2 7 543 11.23.:-/o 

630,771 17,235 20257 4,778 6550041 10206.34 

80-84 519 15 0 5 539 11. 15°to 

6030790 11,407 0 3,862 6190059 10148.53 

85-89 269 11 0 1 281 5.81% 

288,501 6,726 0 1,068 296,295 1,054.43 

90-94 72 5 0 1 78 1.61% 

73,397 2,571 0 615 76,583 981.83 

95-99 23 0 0 0 23 0.48% 

25,441 0 0 0 25,441 1,106.13 

100+ 14 0 0 0 14 0.29% 

5,364 0 0 0 5,364 383.14 

Total 4,557 130 23 133 4,843 

$ 7,837,437 $ 101,683 $ 31,530 $ 114,526 $ 8,085,176 $ 1,672.56 

14 



SECTION Ill- PLAN ASSETS 

Market Value of Assets 

The Employees' Retirement Fund receives all member and employer contributions. The 

assets are invested by the State •nvestment Commrssion, with the income being added to the 

Fund and available for reinvestment. Payments from the Fund are primarily for refunds of 

employee contributions, lump sum death benefits, and pension payments. Contribution 

retunds occur when an employee termrnates employment before completing ten years of 

servrce and elects tc take a retund, or when he dies after retirement without having received 

payments from the Fund eqt..ar to hrs total contnbutions. 

Table 4 shows a summary of ncome and expenditures for the years ended June 30, 1992 

and 1991. Due to a stronger than asst..rled return on assets, for the plan year ending 

June 30, 1992, the Employees Retrrement Fund showed a net rncrease of $204,554,596. 

The total market value of assets as of ...,u'le 30, 1992 was $2,569,295,800. Tllrs is divided 

among the plans as follows 

State Employees $ 1 ,092,464,600 42.5% 
Teachers 1,399,495,400 54.5% 

Teachers' Survivors 77,335,800 3.0% 

Total $ 2 569,295,800 100.0% 

Table 5 shows the compos t.o'l of •he r'lvestments of the fund. 

Table 6 shows the a•locatron of reserves to tre State Employees Plan, Teachers Plan, and 

Teacher's Surv vors Pan as of Lne 30, 199? and 1991 . The reserve allocations are based 

on the book 1alue of assets. 



SECTION Ill - Plan Assets (cont'd) 

Aru!:@rlal Value of Assets 

As ot the June 30, 1991 valuation, a new method 'o calculate the actuarial value of assets 

was employed. The new method allows for a three year spread of gams and losses in the 

Market Value. Table 3 shows the developrrent of the actuarial value of assets. The total 

Actuanal Value of Assets at June 30 1992, was $2,483,738,300 ana is div1ded among the 

plans based on a prc'"ata share of the market valur. of assets as follows: 

State Employees $ 1 ,056 085,500 42.5% 

Teachers 1,352,892,300 54.5% 

Teachers Surv vcrs 74,760,500 3.0% 

$ 2,483,738,300 100.0% 
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Table 3- c 1 a culation of Actuarial Acset Value at June 30, 1992 

Actuarial Asset Value at June 30, 1991 
(equal to market) 

2. Contnbutions 

{a) Employees 
(b) State 
(c) Mun1cipal 
(d) Miscellaneous 
(e) Total 

3. BE>nefit Payments and Other Disbursements 

a) Pens1on Benefit 
b Cost of Llvmg Adjt.stments 

(c) Death Benefits 
d) Refund of ContribJIIOns and other payments 
e Tota 

4. Assumeo Retur-~ at 8 OC0
o 

,a) On Assets 
(b) 0f1 Contnbutions assurr.e 'T' dyear) 
c) 011 Benefit Payments 
d ... otal 

5. Tentative Actuanal Asset ah .• e or June 30, 1992 

[ +2e 3e.,..4d] 

6 Market Value on June 30 1992 

7 Excess of Market over rentat1ve 
Actuartal Asset Value 

8 Pnor year adJUSt'Tlents ot recogmLed 

9 Current ear Exper enc 

10. Cvrrent Vear Adtustm~;;'lt o 
3 xperience) 

1 • Deferred Ga or Los 

12 Pnor vear Ad,J 'Tlent to be recogn1z d 

13 Actuanal A .,et alue on June 30 1992 

5 +10 12 

1/ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

2,316,654,509 

68,546,610 
23,030,192 
45,706,551 

754.848 
138,038,201 

163,516 599 
2:3,289,638 

2,597,835 
6.614.199 

196,718,271 

185,332,361 
5,521,528 

_(Ul68.731) 
182,985,158 

2,440,959,597 

2,569,295,771 

128,336,174 

0 

128,336,174 

42,778,725 

85 557,445 

0 

2 \83 3 ,32 



Table 4 - Summary Statement of Income and Expenses 

E:rnployer contributions 

JoJel"'lber contr•bul•ons 

... ota' CO'ltllbutions 

'1ves•nent Income 
D1v,dends 
nterest 

Capital ga1rs 1 ar.a iosses 
Ott->er 
Expe11ses 
Net investme'1t lf'::OI"'le 

rota" •ncome available for 
benefll payrnents 

Benefit payments 
Pension benefrts 
Death benefitS 
Contribu11on refunds and 

other payments 
Tota benefit payments 

Excess of income over expenses 

$ 69,491.591 

68,546,61 c 

$ 29,898,97(' 
90,238,234 
50,068,320 

14,500 
(6,985,357) 

1992 

$ ''l.d,038,.?01 

263,234,661 

$ 187,506,237 
2,597,835 

6,614,199 

~ote Detail f1gures may not add to totals shown because of rounding 

$ 401,272,868 

196,718,271 

$ 204,554,596 

18 

$ 80.651,984 

69,021,965 

$ 21,663,856 
96,283,294 
13,895,976 

1 ,237,81' 
(4,313,53') 

1991 

$ 149,673,949 

134,767,406 

$ 181,940,583 
2,254.306 

19.384,496 

$ 284,441.355 

203,579,385 

$ 80,861,970 



Table 5- c omposltlon of Assets as of June 30, 1992 

Market Value Percent of Holdings 

Cash/Short Term Investments 
Short Term Investment Fund 
Money Market Instruments $ 222,664,000 8.7% 

Equities - Domestic 1 ,073,469,000 41.8% 

Equities - International 87,415,000 3.4% 

Fixed :ncome - Government 846,451 ,000 32.9% 

'=ixed lnccme - Corporate 81,235,000 3.2% 

Fixed Income - In State 31,300,000 1.2% 

8eal Estate 1 00 ,884,000 3.9% 

Venture Cap1tat 125.878,000 4.9% 

Total Fund Investments $ 2,569,296,000 100.0% 



Table 6 - Allocation of Book Value Assets by Plrm - Reserve Values 

State Emplovees 

E~;>loyer reseove. 
a'llber reserve~. 

Ta•al Sta!e EMplovees reserve 

reachers 

Employer reserves 
MeMber reserves 
~ota Teacher resarv£. 

7"eachers Survvo~s 

Emoo)"er resecves 
Meroer reserves 
Tota: Teachers Survivo~c; ·•esorve 

a·:ocated. 

Unclairred benefit reserve 

olaf t;ook Value of As~ets 

$ 71 6,504,362 
208,611,783 

$ 875,761,020 
299,102,622 

$ 54,870,562 
10,226,071 

Oeta.l figur~;s may not add to totals ~hown because of rounding 

1992 

$ 925Y6 145 

1,174,863,642 

65,096,633 

231,679 

$ 2,165,308,100 

20 

$ 663,786,787 
189,365,218 

$ 784.472,996 
265,096,192 

$ 48.048,389 
9,754,440 

1991 

$ 853,152005 

1.049,569,188 

57,802,829 

229,482 

$ 1,960,753,504 



SECTION IV 
• RESULTS OF THE VALUATION 

The funding st t of th a ute calls for the contributton requ1rement to be calculated as the normal cost 
e plan plus th tabl e total of the amort1zat1on payment for each unfunded cost element. The 

e below sh PI ows the development of the contribution requirement for the State Employees' 

an and the Teachers' Plan. 

State Employees' Plan 

Normal Cost 

~ess Employee Contributions 
mployer Normal Cost 

Unfunded Cost due to: 

Original Unfunded 
1989 Assumption Changes 
1989 Early Retirement Incentive 
1990 Early Retirement Incentive 
1991 ~ssumption and Method Changes 
Fiscal 1990-91 Deferral 
Fiscal 1991-92 Deferral 
Total Unfunded 

Total Cost as a percentage of payroll 

12.72% 
"'.75% 
4.97% 

6.68% 
(0 67%) 
0 66% 
0 64% 

(1 60%) 
0 3.:1% 
0.30% 
6.35% 

11.32% 

Teachers' Plan 

14 77% 
8.50% 
6.27% 

9.76% 
0.00%. 

None 
1.75% 

(2.34%) 
0.30% 
0.28% 
9.75% 

16.02% 

• the eifect of the 19S9 asst..mptior cnanges 1n the Teachers Plan was less than the 
mmtmum threshold for sett111g up a separate base, the effect was aggregated with the 
extsting unfunded See Exhibit 111 for a description of the amortization method. 

The comnbutions are assumed •o be made on a monthly basts. The amounts of the unfunded 

liabtlitles m respect of each of the above cost elements together w1th the length of the 

rema1ning amort1zat,on oertod are snowr m detat tn Exl"ibit I, parts A3 and 83 . 

.... he Teachers Pan cost ,co patd 60% oy the c1t1es and towns and 40% by the State. However 

•he State wilt pay r o a o"• cl 58% for •he contnbutton deferrals This results in a 
u.nd (OW'lS Of 9 26°'0 and a contr,butiJn reqUirement for the ~ontni:Jutton reqUI'erre~· for 

State of 6.78 Vo 

As descnbed tn Sectton I -:;~rtam towns ~lect ,d not to partrstpate Jn the 1990 aarly rerirement 

incentive program The ccntnbuttor 1 requ1rement tor these towns ts 8.21% and for the State is 

606%. 



SECTION IV - Results of the Valuation (cont'd) 

State employees contribute to the System at a rate of 7.75% of pay. The inclusion of the 
additional 0.25% contribution for retiree medical benefits reduces the State contribution by 
0.23% (after allowing for refunds on termination). Consistent with this, it has been assumed 
that the State's contribution to the separate retiree health fund is 0.23% (in addition to the 

above contribution reqUirements). 

The State Employee s Plan fiscal 1993-94 contribution requirement of 11.32% compares to 

the fiscal 1992-93 contribution reqUirement of 10.37%. The increase in the contribution 
reqldt&ment iS discussed in Section 1 Summary of Valuation Results and a complete 
development of the fiscal 1993 94 contnbutlon is shown in Exhibit I, parts A 1, A2 and A3. 

The Teachers Plan fiscal 1993-94 contnbut1on requirement of 16.02% compares to the fiscal 
992-93 contribution requ1rement of 14.74%. The mcrease of the contribution requirement is 

discussed m Section and a complete development of the contribution for Teachers for fiscal 

1992-93 IS shown 1n Exh1b1t parts 81, 82 and 83. 

~ Sar!lvors Plan 

A C1J11P1efe analySts of the finances of the Teacher Survivors Plan is not possible due to laek 
sutliclt9Dl data. However, based on our knowledge of the participant population and the 

11811811118 offered we es mate that the current assets of $77.3 m1llion, together w1th future 

OlllllldhNIS and nvestment ncome will be suff1c1ent to meet benefit payments as they fall 



f.MPLOYEES' RETIREMENT SYSTEM OF THE STATE OF RHODE ISLAND 

CERTIFICATE OF ACTUARIAL VALUATION 

ThiS is to certify that we have prepared an actuanal valuation of the plan as of June 30, 1992. 

This certificate contams the following attached exhibits: 

EXHIBIT II -

EXHIBIT II -

EXHIBIT IV 

Actuanal Cost Development of Fiscal Year 1993-94 Contribution 

Percentage 

A. State Employees 

B. ""eachers 

Pens1on Benefit Obligation. Vested Benefit Liability 

Actuarial Method and Assumptions 

Summary of Plan Provis1ons 

To the best of our knowledge, the information supplied in this actuarial valuation is complete 

and accurate and m our opi'1I0'1 each individual assumption used (a) is reasonably related to 

the experience of the plan and to reasonable expectations and (b) represents our best 

estimate of anticipated experience under ~he plan. 

( 
--~( ~ 

Malcolm C Hodge, F.F A, A.S.~ 
ASSOCiate 

Barry M. lman, F.S.A., M.A.A.A. 

Prmdpal 
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EXHIBIT I - DEV ELOPMENT OF CONTRIBUTION PERCENTAGES 

A 1· .State Em 1 P oyees - Development of Normal Cost 

The valuation wa Board: 5 made wtth respect to the following data supplied to us by the Retirement 

• 

• 

; 4.513 active partictpants (including 7.236 fully vested) 

2·033 inact1ve participants 

• 8.457 penstoners (mcluding 582 benef1c1aries of deceased pensioners and active 

employees) 

The actuanoJ factors as of the valuat1on date are as follows: 

1 Actuanal present value of benefits 

{a) Active employees 

b) Inactive employees 

(c) Retirees and beneficianes 

d) Total 

2. Actuarial value of assets 

3. rrozen nitial Liability ~unfunded I abll1ty) 

4. Present value of future errployee contributions 

5. Present value of future employer normal costs 
(1.(d) - 2. - 3 .. 4.} 

6. Actuarial present value ot future compensation 

7 Employer normal cost percentage (5. 6.) 

8. Covered Payroll Employees under Ret1rement Age 

9 Employer Normal Cost, (7. x 8 } 

$ 1 ,052,600.400 

28,055,200 

866,923,700 

$ 1 ,947,579,300 

1,056,085,500 

428,793,000 

281,868,900 

180,831 ,900 

3,637,018,200 

4.9i% 

401,497,500 

$ 19,954,400 



EXHIBIT I. I Development of Contribution Percentages (cont d) 

A2. 
State Em~loyees- Develo~ment of EmQioyer Cost 

1. Total Covered Payroll $ 418,683,300 

2 Employer Normal Cost 19,954,400 

" ..). Amortization of Frozen 1n1t1al Liability 26,732., 100 

4. ProJected 1993-94 Covered Payroll 437,524,000 

5. 1993-94 Employer Normal Cost ((2. 1.) X 4) 20.869,900 

6 Total annual cost 1f pa1d on July 1, 1993 
t3. + 5.) 47,602,000 

Total annual cost 1f paid m umform Installments 
throughout the year (6. plus one-naif year's mterest) $ 49,506. i 00 

8. Employer fiscal 1993 94 cost as a percent of payroll (7 ~ 4) 11.32% 
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EXHIBIT I- Development of Contribution Percentages (cont'd) 

A3. State Employees - Determination of Frozen Initial Liability 

Amortization 

Base Period Payment 

1. June 30, 1990 bases at July 1. 1990 

(a) Origmal $ 445,731 ,800 25 $ 25,743,500 

(b) 1989 Base (49,393,400) 29 (2,601 ,600) 

~c) 1989 Early Retirement Window 49,134,700 30 2,536,600 

(d) Total $ 445,473,100 $ 25,678,500 

2. Bases at July 1. 1991 

(a) Original $ 453,587,400 24 $ 26,901,800 

(b) 1989 Base (50,535, 1 00) 28 (2,718,600) 

(c) 1989 Early Retirement Window 50,325,900 29 2,650,700 

~d) New 1991 Bases (74,440,900) 30 (3.843,000) 

(e) 1990·91 Deferral 23,409,900 24 1,388,400 

f) 1991-92 Deferral 20,264,600 24 1,201,900 

(g) Total $ 422,611,800 $ 25,581,200 

~ 

Bases at ..,uly 1 '992 u. 

(a) Original $ 460,820,400 23 $ 28,112,200 

(b) 1989 Base (51,641 ,800) 27 (2,841 ,000) 

(c) 1989 Early Retirement Window 51,489,200 28 2,770 000 

(d) New 1991 Bases· (76,245,700) 29 (4.015,900) 

(e) 1990/91 Deferral 23,783,200 23 1,450,900 

(f) 1991/92 Deferral 20,587.700 23 1,255.900 

(g) Total $ 428.793,000 $ 26,~32,100 

In respect of tre 1990 Early Ret1rement Window, change in Salary Scale and Change in 
Asset Method. 

Notes· Followmg the funding method, 1f the change 1n unfunded liability 1s greater than 
10% of the ex1sting amount of unfunded liability, the change in unfunded liability 
1s separately amortized over a 30 year period 

?) The contnbut1on deferral amounts are being separately amo111zed over the 
rema1n1ng amortization period ot 24 years. This is an exception to the normal 
funding method where the contribution deferral amounts would be added to the 
other 1991 bases and then amortized together. 
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EXHIBIT J _ De velopment of Contribution Percentages (cont'd) 

A3. State Em 1 P oyees - Determination of Frozen Initial Liability 

Amortization 
Base Period Payment 

1. June 30· 1990 bases at July 1. 1990 

{a) Original $ 445,731,800 25 $ 25,743,500 

(b) 1989 Base 
(c) 1989 Early Ret1rement Window 

( 49,393,400) 29 (2,601,600) 

49,134,700 30 2,536,600 

(d) Total $ 445,473,100 $ 25,678,500 

2. Bases at July 1 1991 

(a) Original $ 453,587,400 24 $ 26,901,800 

(b) 1989 Base (50,535,1 00) 28 (2,718,600) 

(c) 1989 Earl} Retirerle'lt Wmdow 50,325,900 29 2,650,700 

(d) New 199 • Bases (74,440,900) 30 (3,843,000) 

{e) 1990-91 Deferra 23,409,900 24 1,388,400 

(f} 1991-92 Dererral 20.264,600 24 1,201,900 

(g) Total $ 422,611,800 $ 25,581,200 

3 Bases at July • 992 

a) Ong~nal $ 460,820,400 23 $ 28,112,200 

(b) 1989 Base 
51,641,800) 27 (2,841,000) 

c) 1989 Earty Ret1remer Wndow 51,489,200 28 2,770,000 

(d) New 1991 Bases~ 
(76,245,700) 29 (4,015,900) 

(e) 1990/91 Deferral 
23,783,200 23 1,450,900 

(f) 1991/92 :Jeferra 
20,587 700 23 1,255,900 

(g) Tctal $ 428.793,000 $ 26,732,100 

In respect of the 1990 Ear y RP.t rerre 
t N1rdow change 1r. Salary Scale and Change m 

Asset Method. 

Notes: 
1=ollow1ng the furding method, 1f the change m unfunded liab1lity 1s greater than 
10% of the ex sting amount of unfunded liability, the change 1n unfunded liability 

2 

1s separately arnortJzed over a 30 year penod. 

The contnbut1on deferral amounts are being separately amortized over the 
remain1ng amortization period of 24 years. Th1s 1s an exception to the normal 
fundtng method where tl1e contnbutJOn deter;al amounts would be added to the 

other 1991 bases and then amortlled toaet11er 
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EXHIBIT t _ De velopment of Contribution Percentages (cont'd) 

81 · Teachers. 0 evelopment of Normal Cost 

The valuation Board: was made w1th respect to the following data supplied to us by tf1e Retirement 

• 

• 

11,594 active participants (mcludmg 7 450 fully vested) 

954 inactive partJ<.:tpants 

4,826 penstoners (including 169 benefiCiaries of deceased pensioners and active 

employees) 

The actuarial factors as of the valuation dale are as follows: 

1· Actuarial oresent value of beret ts 

(a) Active employees 

(b) Inactive employees 

t c) Retrrees and benefJc'aiiCS 

(d) Total 

2. A.ctuanal vaiJe of asse s 

3. Frozen ln.tial Liabll ty urfu'lded ab1hty 

4. Present vatue of fL..tu·e employee contnbutlo'ls 

5 Present value of 'u ure e"1piO}'er normal costs 
(1.(d}-2 3 4 

6 Actuarial present va t..e utu e c ,pensauo11 

!'lormal cost percen age 

rem t Age 

9 Normal Co t 7 x 8 

$ 1,726,701,600 

27,160,200 

996,620,200 

$ 2,750,482,000 

1 ,352,892,300 

735,319,400 

381.258,900 

281 ,011 ,400 

4 485,398,500 

6.27% 

442,800,500 

$ 27,741 600 



EXHIBIT I - D I 

evetopment of Contribution Percentages (cant d) 

B2. Teach 
- ers - Develogment of Emgloyer Cost 

1 . Total Payroll $ 458,958,600 

2. Normal Cost 27,763,600 

3. 
Amortization ot Frozen ln1tia1 uab1lity 44,857,800 

4. p . 
rejected 1993-94 Covered Payroll 479,611,700 

5. 1993-94 Employer Normal Cost ((2 • 1.) x 4.) 29,016,500 

6. Total annual cost if pa1d on July 1. 1993 
(3. + 5.) 73,874,300 

7. Total annual cost 1f pa1d 1n umform 1nstallments 
throughout the year (6. plus one-halt year's 1nterest) $ 76,829,300 

8. Employer fiscal 1993-94 cost as a percent of payroll (7 + 4) 16.02% 
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EXHIBIT 1 _ 0 , 
evelopment of Contribution Percentages (cont d) 

B3. 
I..eachers - Determination of Frozen Initial Liability 

Amortization 
Base Period Pavment 

1 

'· JUne 30, 1990 bases at July 1. 1990 

(a) Original Unfunded $ 711.780,500 '25 $ 41,109,400 

2. Bases at July 1. 1991 

(a) Original $ 724,324,800 24 $ 42,958,900 
(b) New 1991 BasesPl ( 43,847 ,500) 24 (2,600,500) 
tc) 1990/91 Deferral12 22,297,000 24 1,322,400 
(d) 1991/92 Deferral12, 21,003.500 24 1,245,700 
e) Total $ 723,777,800 $ 42,926,500 

3. Bases at July 1, 1992 

(a) Ongmal1'l $ 735,875,200 23 $ 44,891,800 
(b) New 1991 Bases (44,546,800) 23 (2,717 ,600) 
(c) 1999/91 Deferral 22,652,600 23 1,381,900 
{d) 1991/92 Deferral 21.338,400 23 i ,301,700 

(e) Total $ 735,319,400 $ 44,857,800 

Notes: f the change m tre unfunded liabthty is less than 10% of the existing unfunded 
habtiity, the change m the unfunded liability is amortized over the remaining 
amortization penod of the ongmal unfunded liability. 

2 The contnbutton delerral amounts are being separately amortized over the 
rematntng amorttzatton penod of 24 years. Thts is an exception to the normal 
fundtng method where the contribution deferral amounts would be added to the 
other 991 bases and then amorttzed together with the original unfunded. 
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EXHIBIT 11 -PENSION BENEFIT OBLIGATION, VESTED BENEFIT LIABILITY 

Pension Benefit Obligation 

The value of th . e pens1on benefit obligation requ1red for disclosure by Statement No. 5 of the 

Governmental Accountmg Standards Board 1s shown below as of June 30, 1992. 

Pension Benefit Obligation 
State 

Emglo~ees Teachers 

1. Participants currently receiving 
benefits and terminated employees 
not yet receiving benefits $ 894,978,900 $ 1,023,780.400 

2. Current employees 

Accumulated employee contributions 208,611,800 299,102,600 

Employer-financed vested 250,716,100 483,872,500 

Employer-financed nonvested 148,855,400 266,974,900 

3. Total pension benefit obligation $ 1 503,162,200 $ 2,073,730,400 
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EXHIBIT II - Pen 
sian Benefit Obligation, Vested Benefit Liability (cont'd) 

Vested e 
~ eneftt Liability 

The value of 
and f vested benefits represents the current value of all benefits accrued by present 

ormer empl . 
P

ay oyees wh1ch are not conditional on the future employment of the employee for 
ment. The b · det enef1ts valued include benefits payable to current retirees and beneficianes, 
erred pensi 

S 
. ens and benefits accrued by active participants w1th at least ten years of 

erv1ce Fe . 
· r act1ve employees w1th less than ten years of service, only the accumulated 

employee contributions are 1ncluded. 

The value of . vested benef1ts as of June 30, 1992 1s as follows: 

Vested Benefit Llabllltv 
State 

Employees Teachers 

Active participants $ 459,327.900 $ 782,975,000 
Inactive participants 28.055,200 27,160,200 
Retired members 866,923,700 996,620,200 

Total Value of Vested Benefits $ 1 ,354,306,800 $ 1,806,755,500 

Assets at Market Value $ 1,092.464,600 $ 1 ,399,495,400 

Vested Benefits Funding Level 80.67% 77.46% 
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EXHIBIT 111 - ACTUARIAL METHOD AND ASSUMPTIONS 

a Actuarial Funding Method 

Actuanat Funding Method_ Frozen m1tial liability methOd. This method is alternatively 

referred to as the entry age normal cost method with frozen inttial liability. 

Entry Age - The employee's age at the time he or she would have commenced 

participation 1f the plan had always been in existence. 

Frozen actuarial liability At the time th1s funding method was introduced June 30 
1985 the unfunded liability was calculated and called the Frozen Actuarial Liability. 

Th1s amount was ongmally to be funded over a 30 year period oy the sum-of-the

digits amortization method. Etfect1ve from 1989, however the outstanding balance. 

referred to as the Unfunded L1ab1lity, 1s to be amortized over the remaining 

amortization period using a level percent of salary funding. (ref. General Laws 

secbon 36-10-2 and 36-' 0-2.1) Subsequent changes to the Unfunded Liability due 

to changes to benefits or actuanal assumptions are amortized either over a new 30-

year penod or over the remaming 1nttial amortization period depending on how large 

the total change to the unfunded liability for each fiscal year is relative to the existing 

unfunded liab1lity. The fo1low1ng table illustrates the amortization method: 

Change 1n 
~nfunded liability 

Less than 1% of ex1sting Unfunded 

Between 1% and 10% of existing Unfunded 

Over • 0% of ex1sttng Unfunaed 

32 

Amortization Period 

No new base set up (existing 
Unfunded not changed) 

The change to Unfunded is 
amortized over current remaining 
period i.e .. aggregated with 
existing Unfunded 

A separate base equal to change 
in Unfunded is set up and 
amortized over a new 30 year 
period 



EXHIBIT 111 , 
~ Actuarial Method and Assumptions (cant d) 

b 
A.ctuarlal Assumptions Concerning Future Events 

Mortality 1971 Group Annuity Mortality Table w1th Mortality for disabled persons set 

equal to the age 65 mortality under 1971 Group Annurty Mortality Table. 

20 
25 
30 
35 
40 
45 
50 
55 
60 
65 
~a 

Sample Rates 
Mortality 

Malas Females 

.050°1o 

.062 

.080 

.112 

.163 
292 
529 
852 

1.312 
2.126 
3.611 

. 026% 

.035 

.047 

.065 

.094 

.140 

.215 
326 
.549 
.956 

1.648 

Investment Return- 8 0%, compounded annually. 

Expected Life 
Males Females 

55.3 yrs . 
50.4 
45.6 
40.8 
36.1 
31.4 
26.9 
22.8 
18.8 
15.2 
11.9 

61.6 yrs 
56 7 
51.8 
47 0 
42.1 
37 4 
32.6 
28.::l 
23.5 
19.3 
is 3 

Salary Increases Salaned wdlrncrease at a rate of 4.5%, compounded annually. 

Retirement Age State employees are assumed to retire at the later of age 62-1 f2. or 

completron of the servrce requrrements. Teachers are assumed to retire at the rater 

ot age 61 or completion of the service requirements. 

DtsabJiity D1sabrhty IS assumed to occt..r rn accordance With the followmg table w1th 

15% of drsabrl t•es be.ng occupatronal 

Drsabrlrty - Sample Rates 
Aae Rate of Drsabrlitv 

0 
25 
30 
35 
40 
45 
50 
55 
60 

OG0 o 

09 
11 
15 
22 
36 
61 
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EXHIBIT 111 
• Actuarial Method and Assumptions (cont'd) 

~~~T . ermmation of service for reasons other than death, rettrement, or 
disab'll · 1 ty Will be in accordance w1th the following tables. 

Sample Withdrawal Rates 

Age State Employees Teachers 

20 21.20% 12.39% 
25 15.80% 9.70% 
30 11.60% 7.50% 
35 8.40% 5.66% 
40 6.20% 4.14% 
45 4.20% 2.75% 
50 2.60% 1.35% 
55 
60 

Cost of L1vmg Adjustments 3°'o compound annually beginnmg on the January 1st 

followmg a part1c1part's th1rd anmversary of retirement 

Actuanal Value of Assets The actuanal value of assets was set equal to the 

market value of assets as of June 30, 1991 as reported to Mercer by the Treasury 

Department in December 1991. Investment gains and losses relative to the 

expected return on assets from thiS date onward will be recognized over a 3-year 

smoothmg penod 

Est1mat10n of Unknown Employee Characteristics Missing dates for participants are 

estimated usmg a band-type averaging method assign1ng band grouped average 

dates to those mdiv1duals with missing dates of birth or hire. For example, an 

employee missmg a date of hire is given an estimated date of hire based on the 

average of known dates of hire for persons in his age band. For Employees who 

are m1ssmg salaries, salanes are est1mated based on employee contributions for 

the year ending June 30, 1992 and with regard to employee salary history, where 

this information was msuff1c1ent, average salanes were used. For State Employees 

th1s is $28,200, and tor Teachers 1t 1s $38,700 tor the salary year July 1, 1991 to 

June 30, 1992. 
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EXHIBIT IV 
~MARY OF PLAN PROVISIONS --- --
PLAN NAME 

Employees' Retirement System of the State of Rhode 

------ Island - -- -----------
FINAL AVERAGE SALARY Fmal average salary 1S the three highest consecut1ve 

years of earned salary exclus1ve of overt1me, bonuses. or 

severance pay 
-----------

NORMAL RETIREMENT Age and Serv1ce Requirements 

General Employees may retire Nitn full accrued benefits 

at age 60 with 1 0 years of serv1ce or after 28 years of 

service regardless of age. 

Correctional Officers may retire with unreduced accrued 

benefits at age 50 with 20 years of service. 

Legislators may retire with unreduced accrued benefits 

at age 55 with 8 years of service or after 20 years of 

service with no restriction on age. 

Amount of Retirement Benefits 

For State Employees and Teachers: 

1 7% of nnal average salary times serv1ce up to 1 0 

years, plus 

1.9% of f1nal average salary times service in excess 

of ten years through 20 years, plus 

3.0% of final average salary times service in excess 

of 20 years up to the 34th year of service, plus 

2.0% of final average salary for the 35th year. 

Max1mum benefit is 80% of !mal average salary. 
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EXHIBIT IV - Summary of Plan Provisions (cont'd) 

DISABILITY BENEFIT 

VESTING 

For Correctional Officers: 

2.0% of final average salary for the first 30 years 

of service, plus 
6 0% of final average salary for the 31st year, plus 

5.0% of final average salary fer the 32nd year, plus 

4.0% of final average salary for the 33rd year. plus 

3.0% of final average salary for the 34th year, plus 

2.0% of final average salary for the 35th year. 

Max1mum benefit s 80% of final average salary. 

For Legislators· 

$600 per year of service. 

Maximum benefit is $12,000. 

Non-occupational 

Serv1ce Requirement: 5 years 

Amount of Benefit: Regular pension benefit based on 

serv1ce to disability and final average salary at time of 

disability. The mmimum benefit is 17% of final average 

salary. 

Occupational 

There 1s no age or service requirements for the 

occupational dtsability benefit. 

Arnount of Benefit: Two thirds of final salary at ttme of 

disabrlity, payable rmmediately. 

Employees are vested tn their retirement benefits on 

completion of 10 years of service. 
------

-------------------------------------
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EXHIBIT IV 
- Summary of Plan Provisions (cont'd) 

·---------------------------
PRE-RETIREMENT DEATH 

BENEFiTS 
Lump Sum Benefit 

There are no age or service requirements for this benefit. 

Amount of Benefit: 

(a} $800 per year of service with a minimum of $4,000 

and a maximum of $16,000. plus 

(b) Refund of employee contributions. 

Joint and Survivor Benefit {optional} 

Serv1ce Requirement: 10 years for General Employees 

and Correctional officers. 8 years for Legislators. 

Amount of Benefit: Benefit employee would have 

received had he/she retired the day before he/she died 

and chosen the joint and survivor option. 

Occupational Death Benefit 

Th1s benefit has no age or service requirement. 

Amount of benefit. 

(a} 50% of salary to spouse or children of employees 

under age 18. less workmen's compensation, plus 

(b) refund of employee contributions. 
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EXHIBIT IV 
• Summary of Plan Provisions (cont'd} 

---- --------------
POST -RETIREMENT 

DEATH BENEFITS 
Lump sum in the amount of: 

(a) 100% of employee contributions less benefits pa1d, 

plus 

(b) Pre-retirement death benefit. reduced 25% per 

year of retirement. with a minimum of $4,000. 

----------------~ 
EMPLOYEE CONTRIBUTIONS State Employees: 7.75% of wh1ch .25% reflects 

contributions for post-retirement health benefits. 

Teachers: 8.5% 

Legislators: 30.0% 

AVAILABLE BENEF T OPTIONS Jo1nt and Survivor· Actuanally Equivalent Benefit paying 

either 100% or 50%, depending on option selected, of 

retirement benefit to surviving beneficiary. 

POST -RETIREMENT 

COST OF LIVING 

ADJUSTMENT 

Social Security: Pays an increased benefit until age 62 

and a reduced benefit thereafter to provide a level benefit 

when Social Security payments are accounted for. 

Retirees' benefits are adjusted annually by 3%, 

compounded, to allow for increases m cost of living. 

Cost of living adjustments begin on the January 1st 

lollowmg the third anniversary of an employees 

retirement. 
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APPENDIX - Model Letter to Cities and Towns Participating In the 

Teacher's Retirement Plan 

The (city) (town) of prov1des retirement benefits to 1ts public 

school tea h - · Th t . c ers through its partic1pation in the Rhode Island Retirement System. e sys em 

IS a statutory, mandatory state-w1de multiple ret1rement system, wh1ch first covered Rhode 
I I ' ' 5 and teachers on July 1 1949. It 

1
s adm1mstered by the State Retirement Board, the 

OSI IOn of wh1ch 1s set forth in the pertinent state statute. The assets are held 
1
n the comp t' 

custody of the State Treasurer as an und1v1ded single fund. 

The actuanal costs of the ret1rement benefits are partially funded by teacher contributions of 8-

112 percent ot pay effective July 1, 1986. The net employer actuanal costs are determmed 

annually by the actuary and, as provided by statute, are certified by the Retirement Board to 

the Department of Admm1stration Contributions are reported as a percent of payroll. payable 

m part by the State of Rhode Island and in part by the (city) (town). The split between the 

State and Munrcipality is specified in the statute. For fiscal year 1993-94, by statute the State 

Will pay 40% and the Municipality will pay 60%. 

The actuanal valuat1on prepared by William M. Mercer, Incorporated uses the entry age 

normal cost method w1th the frozen initial liability. The valuation assumes an 8 percent 

Interest return or. assets and assumes an annual salary 1ncrease of 4.5%. In addition, other 

actuar1al assumptions are made for post-retirement increases and other contingencies as set 

forth tn the published annual reports of the Retirement Board. Following are comparative 

highlights of the last three years for the Teachers system as a whole: 

39 



Year Beginning Jul~ 11 

1992 1991 1990. 

Active Parti . Clpants 11,590 11,420 10,778 

Pensioners . and benef1c1aries 4,826 4,834 3,869 

Inactive Parti . Clpants 954 •• 2,294 3,069 

Uability for 
benefits accrued vested $1,284,910,600 

$1,806,755,500 $ 1,672,008,200 

Net assets at actuarial value 1,352.892,300 1,261,831,500 1,037,737,400 

~s shown In State's 
fman · 1 cta statements: 

Year Ended June 301 

1m 1991 1990. 

Employer contributions $ 49.361,171 $ 47,201,290 $ 82,435,940 

Member contributions 38,883.346 36}01 ,446 3711591860 

Total contributions $ 88,244,517 $ 83,902,936 $ i 19,595,800 

Net miscellaneous income 388,422 478,768 ( 4,440,352) 

Investment 1ncome 141.936.132 741965,344 6319121874 

Total income available 
for benefit payments $ 230,569,071 $ 159,347,048 $ 179,068,323 

Benefit payments 100,0091279 1001362.397. 64,603,816 

Excess of income over expenses $ 130,559,792 $ 58,984,651 $ 114,464,507 

Note: 
Detail figures may not add to totals shown because of rounding. 

* Prepared by previous actuary. 

** The database as of June 30, 1992 reflects the withdrawal of inactive participants 

contribution balances 
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Actuarial c 

aggre osts and liabilities, as shown in the summary presentation, are determined 1n the 
Qate for th T . ,. d . d 

1n th e eachers System Accordingly employer contributions are rrst etermrne e aggreg . , 
expre ate for all participating employers in this multiple employer system and are then 

ssed as a · · · c·t Tow Percentage of the aggregate participating payroll. Each part1crpatrng 1 y or 
n for 1994 ,. I ( h · · 

forty 1sca1 year will apply 60% of this factor to its participating payrol t e remarmng 

d f Percent ot the employer cost is contributed by the State as well as the full cost of e erred cant .b 
n utions by the State). 

Employer c · f h f th 
last 2 e ontnbutions by the (city) (town) ot or eac o e 

y ars (together with the amount tor the current year, based on the promulgated rate 
Percent of 9.26% .) are as follows: 

Participating payroll 

Employer contributions 

Year Ended June 30, 
1991 

With respect to the Teachers Retirement System, William M. Mercer, Incorporated, 
Independent actuaries advismg the Retirement Board, have stated: 

"We believe that the funding program set forth m the state statute is a raasonable basis 

for funding the Rhode Island Teachers Retirement System. If the statutory funding 

program is followed without change, the System will be fully funded - that is, the assets 

will equal the actuarial liability on June 30, 2022. In the interim the assets are projected 

to be sufficient at all times to meet the cash requirements for projected benefit 
payments." 

According to the statutory funding schedule, the comb1ned contributions required each year by 

the (city) (town) of __ and the State will remain relatively level as 
a percent of payroll as the System moves toward funding the full actuarial liability. Ultimately, 
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however b 
, ecause th 

Invested, the . e actuarial funding results in the accumulation of reserves that are 
System w required appropriation will be significantly less than would be required if this 

• 

ere on a pay-as-you-go basis . 

The prornul . . . . 
retl gated rate percent for certain towns wh1ch d1d not part1c1pant 1n the 1990 early 

rement in 
centive program is 8.21%. These towns are listed below: 

Code 2003 
2009 
2015 
2018 
2025 

Burrillville 
East Greenwich 
Jamestown 
Little Compton 
North Smithfield 
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