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nEPO.ttT ON AN AC'l'UARIAL VALUATION 

OF ·rJili 

MUNICIPAL EMPLOYEES' RETIREMENT SYS'rEM 

AS OF JUNE 30, 1975 

An annual actuarial valuation o! the system was completed as of 

June 30, 1975. The results o! the valuation are presented in 

this report. Such a valuation is undertaken to establish the 

financial condition o! the system !rom an actuarial standpoint 

reflecting accruing requirements. From the results o! such 

valuation, the current progress o! the system may be measured 

and determined, In such an actuarial valuation, effect is 

given to all accrued liabilities and accruing costs under the 

prescribed benefit schedule. 

In an actuarial valuation an analysis is made o! the changes in 

the active membership among the several participating munici

palities. In this process, account is taken o! the additions 

to membership during the year and the basic characteristics 

thereof, the separations !rom service due to resignation, death 

and retirement, and other pertinent !actors of significance. 

The experience of the system among retirements is studied and 

evaluated. In his report on the valuation, the actuary attempts 

to point up the factors and conditions that are basic in the 

valuation procedure and reviews other problems o! special 

import in the operations o! the system. 



..-
ACT iJARIA1~ 

g¢-.1' ~ 

The 1951 a rouP Annui t y Table 

(rnodi!ied ) 

1 ·~ 
5
f. per annum 

t rate • . 2. ~ surned annual rat es o! w~ thdrawal 

- --~vee!~ ' AS 11 ca uses -J• ~ rrorn a ~te per 1, ooo 

~ 
20 
25 
JO 
~6 
45 
50 
55 

60 and over 

4 . ~ure salarY incr ements : 

Male Female 

182 
167 
121 

92 
6) 
48 
22 
10 

Mortality 

219 
196 
14) 
110 

75 
57 
26 
12 

only 

Assumed annual compound rate 
tor the long term - J - 1/2% 
per year 

Male 
Female 

66 years 
64 years 5· Average age at ret i rement : 

6 Disabilit Y rates : Actual operating experience • It was 
' assumed that 12 - 1/2% o! all disable-

ments would occur in line of duty 

7• Marital status: 85% of employees in service were assumed to be mar ried with the average 
of t he wives 4 years younger than the 
employeesr 75% o! the employees retiring 
on pension were a ssumed to be married 

8, Administrative expense 1 None 

Part 2. 

code 
Refer- CitY or Town 
!!.Dee 

1 Barrington 

2 Bristol 

J 
Burrill. ville 

7 cranston 

9 
Ea st Greenwich 

10 East Providence 

14 Hopkinton 

15 Jamestown 

16 Johnston 

21 Newport 

2 ) North Kingstown 

24 North Providence 

25 North Smithfield 

26 Pawtucket 

JO Scit uate 

J 1 Smithfield 

J2 South Kingstown 

JJ ·r iverton 

J4 Warren 

)9 Woonsocket 

SPECIAL UNITS 

50 East Greenwich 
Fire District 

51 c ranston Housing 
Authority 

52 East Provid ence 
Housing Authority 

53 Pawtuc ket Housing 
Authority 

Carr ied forward 

MEMBERSHIP STAT ISTICS 

Number o:f 
Number of 

Active 
Pensioners 

'rotal 

Members Male Fe mali Irlembershi'Q 

1)1 28 9 
168 

111 14 3 
128 

-- 96 
96 --

509 86 65 660 

115 4 3 122 

273 68 22 J6J 

22 5 -- 27 

48 4 2 54 

207 J 1 211 

278 55 8 J41 

173 21 6 200 

119 26 6 151 

72 7 2 81 

608 156 35 799 

68 15 2 85 

99 8 2 109 

141 7 8 156 

89 13 2 104 

75 15 2 92 

J14 68 16 398 

9 -- 9 

12 -- 12 

10 -- 10 

_.n. _ 8 -- ~ - -
),612 6 11 194 4, 417 



Number of 
Number of 
pensioners 'l'otal Active Male Female 

I UNFUNDED ACCRUED LIABILITY AT JUNE JO, 1972 

code ~ 
~ ~ 

Part J ! Unfunded 

i{efer· ~ ; , 612 611 194 4,417 
Accrued 

ence 

Year 

~ ht fo rward 
code Municipality 

of Entry Plan Liability 

Broug 5 ----
, t Greenwich 

20 -- 25 

54 r.as 

General Employees 

police 
Barrington 

1957 2% $ 228,4)6 

North Kingstown 
1 

55 72 6 -- 2 Bristol 
1957 2 121,072 

police and 
78 3 Burrill ville 

19o8 1-2/3 218,148 

Fire 
7 Cranston 

1963 2 1,697.788 

cumberland Housing J -- -- East Greenwich 1957 2 137.181 

56 AuthoritY 

3 9 

Lincoln Hous ing 6 -- -- I 
10 East Providence 1961 2 622,331 

57 
6 14 Hopkinton 1969 1-2/3 101,773 

AuthoritY 15 Jamestown 
1964 2 121,638 

58 
North providence 47 4 -- 51 16 Johnston 

1968 2 381,177 

police 
21 Newport 

1966 1-2/3 1, 011,602 

59 
Bristol Ho using 4 -- -- 4 North Kingstown 1957 2 261,166 

Authority 
23 

Barrington Pol ice 
, 24 North Providence 1961 2 310,305 

60 59 6 -- 65 25 North Smithfield 1964 2 142,411 

and Fir~ 
26 Pawtucket 1962 2 2,042 , 542 

61 smithfield Police 48 3 
JO Scituate 1967 2 )27,6 8 

and Fire 
-- 51 I 

I 

62 Warren PolicF 19 2 -- 21 ' 31 Smithfield 1959 2 102.722 

)2 South Kingstown 1957 2 77,402 

6J south Kingstown 35 1 36 54 Tiverton 19o4 1-2/3 2:37.336 

Police and Fi re -- Warren 1957 2 168, 619 

39 woonsocket 1962 1-2/3 1,255,127 

64 North Smithfield 
Fire 8 -- -- 8 

65 Burrillville Housing 

Special Authorities 

Authority 2 -- -- 2 

66 North Providence 

51 Cranston Housing Authority 1968 2 40 , 072 

Housing Authority 4 4 
52 East Providence Housing 

-- -- Authority 1968 2 33.798 

67 East Smithfiel d ~~ 
Pawtucket Housing Authority 1968 1-2~ 226,064 

Water Dist rict 2 1 J 
Cumberland Housing Authority 1969 1-2 J 9,021 

--
68 Greenville 'llater 

! 57 Lincoln Housing Authority 1969 1-2/.3 9,617 

District __ 4 g~ 
Bristol Housing Authority 1970' 2 8,)88 

-- -- 4 Burrillville Housing 

- - -
Totals 3,945 

I 
Authority 1972 2 9, 007 

638 195 4, 778 i 66 North Providence Housi ng 

=-=-= = I Authority 1973 2 738 

= 67 Eas t Smithfi eld Water 
District 1973 2 1.3. 706 

68 Greenville Water District 1973 2 15,227 

Carried forward $ 9. 9.32. 112 



year Unrundect 
of Ent~ Plan A<;:crued 

icipalit_r ~ Part 4. RECOMMENDED RATES OF CONTRIBUTION 
~ 

Mun 
$ 9,932,112 FOR PARTICIPATING MUNICIPALITIES - ht forward I srout 

Per cent of Payroll for & Fire 
Year of Rat e of Emploler's Contributions police . 1967 2f 
Member- Pension - h Fire Dis t r l ct ~5· 3 11 

I 
Norma Accrued enwic 1968 2 

Code Cit:z: or Town shi p Credit Cost Liabilit:z: ~ 50 East Gre . h pol i ce 1, 712 
East Gr~ enw~;wn pol i ce 1968 2 54 North Klngs 1969 2 270,198 General Emplo:z:ees 55 and Fire . dence pol ice 101 , 82) 

10.70% 1.40% 12.10% 1 Barringt on 1957 2% 58 North proVl police and 
1970 2 

115, 8)1 2 Bristol 1957 2 11.50 1.)0 12.80 60 Barrington 
1970 2 

3 Burrill v ille 1908 1- 2/3 8.)6 
6:i9 8.~6 Fi re 45 , 787 

1963 2 8.02 14. 1 warren Pol ice police 7 Cranston 62 south Kingstown 1971 2 
92.1 88 9 East Greenwi ch 1957 2 10.80 1.50 12.)0 6J and Fi re I and 2 East Rrov idence 1961 2 7 . 80 7 . 18 14 . ~ 

Smithfield police 1972 107 . 973 10 61 
14 Hopkinton 1969 1- 2/J 8 . 60 8. 20 16. 

64 ~~~~h Smi thfi el d Police 1972 2 J?, 0!_2 15 James t own 1964 2 8 . 84 4 . 19 13.03 and Fire 

f 
16 Johnston 1968 2 8 . 16 3.83 12.99 

$10 ,809,954 21 Newport 1966 1-2/J 6 . 78 5-77 12.55 !£:W 

~4 North Kingstown 1957 2 8 . 90 1.20 10 . 10 
North Providence 1961 2 6.67 4. 68 11.35 25 North Smithfield 1964 2 8 . 65 4 . 41 1:5.06 26 Pawtucket 1962 2 6 . i2 5. 67 11.79 JO Scituate 1967 2 8 . 9) 8.55 17.48 

J1 Smithfield 1959 2 8 . 70 1.00 9-70 )2 South Kingst own 1957 2 9 . 00 0 .40 Q.4o 
54 Ti verton 1964 1-2/J 6 . 08 6 . 88 12.96 Warren 1957 2 9 . 90 2 . 40 12.30 39 Woonsocke t 1962 1-2/3 5.03 7.90 12 . 93 

Hous i~ Authorities 

51 Cranston 1968 2% 8 .42% 1 . ~2% 9.94% 52 East Provi dence 1968 2 8 . 11 1. 1 9.52 

~i Pawt ucket 1968 1-2~ 8 . 70 8 . 30 17.00 Cumberland 1969 1-2 3 4 . 20 1.10 5 . )0 
57 Lincoln 1969 1- 2/3 4 . 70 1.20 5 -90 59 Bristol 1970 2 8 .40 1. 30 9-70 
65 Burrill ville 1972 2 6. $8 2 . 50 8 . 80 66 North Providence 1973 2 5. 0 . 20 6.oo 

Water Di s t ricts 
67 East Smithfield 1973 2 12 . 20 6 . 60 18.80 68 Greenvill e 1973 2 4 . 50 5.10 9.6o 



,-
year of !{ate of 

pension Total .f!:mplo !VJember- credit ~ 
~ 

~ 

~ & Fire 
~~ 

2% 14.00% · h Fire 1967 t GreenwlC 
50 Eas 

District 

East Greenwich 1968 2 14.oo 
54 police 

K·ngst own 1968 2 14 . oo 
55 North 1 d Fire 

police an 

North providence 1968 2 14.oo 
58 police 

60 Barrington police 1970 2 14.oo 
and Fire 

14.oo 1970 2 
62 warren Police 

6J south Kingstown 
Police and Fire 1971 2 14.oo 

61 smithfield Police 
1972 2 14,00 

and Fire 

64 North Smithfield 
1972 2 14.00 Police and Fire 

The aforesaid rates are applicable to the budgeted payroll for each 

fiscal year on the employees participating in the system , By this 

method sufficient revenues may be provided currently to meet the 

system' s annual accruing requirements , These requirements consist 

of the cost incurred tor current service, referred to as the 

' normal Cost" • plus the annual amortization payment on the "Unfunded 
Accrued Liability". 

Part 5· VALUATION OF PENSION ROLL 

The pens i on roll at the close of the year and a valuation 

thereof was as followsa 

~ Female 

Number on pension roll 638 195 

Proportion of total 76.6'/. 23.4'/. 

Annual payments $ 1 ,457 .846 $]82, 7JJ 

Average annual payment $2,285 $1,963 

Average age 65. 7 64.8 

Actuarial reserve 
requirements $14,8)7, 923 $4,172 . ]61 

The actuarial reserve requirements on pensioners as estab

lished at June JO, 1975 amounted to $19,010 , 284. This com

pares with the balance in the "Retirement Reserve" at that 

date of $21,2]5 , 095· This determination indicates relative 

financial stability according to the actuarial criteria used 

in this valuation . 



~rt 6. .@J'IGATIONS OF MUNICIPALITIES 

In subscribing to membership in the system on behal.f o.f t he · 

loye
es the cities and towns and the several sp . l.r emp , ec1a1 

· · · th gover 
mental units particlpatll'lg W e system have undert n-aken 

o>ljgotio<" """''''"' of (a) th< aooruod liabilit. Pension l.es .for 

service rendered by the employees prior to the ef.f ective d 

ot ,.rtidpatiM ""'"' to •• "prior servico• at,. I and (b) 

accruing cost tor future service generally kno the wn as "no 

cost " or the current year ' s pension liabilit rmal Y• 

Th liability for pension credit in the case Prior service • e 

i · lity for service by their employees prior to of each mun c1pa 

the date of participation was computed at the time participa

tion was applied for . A prior service contribution rate was 

fixed as a percentage of payroll , as required by law , at a rate 

that would bring about the amortization of the total accrued 

liability over a period of 25 years from the e.f.fective dates 

of participation. This period for amortization purposes was 

fixed since , on the average , the prior service or accrued 
liability is ex t d 

pee e to be fully amortized by the time the 
employees in service> at th . . 

e beg1nn1ng date of participation 
became separated from serv 
m t ice by resignation, death or retire-en , 

h basis of 
Current serv!.£! , Normal cost was determined upon t e 

tho totd ""'"hip •ith Ml •!toot to the particular age ' 

service and salary characteristics of the participating em

ployees. As required, this rate was calculated as a percent

age of payroll. The normal cost rate is to be applied to the 

current payroll budget for each municipality on the employees 

participating in the system. 

Unfunded accrued liability, Prior service cost and normal 

cost contribution rates are presented in a statement in the 

succeeding pages of this report. The statement shows the 

unfunded accrued liability at June JO, 1975 for the several 

participating municipalities and special ~overnmental units. 

This liability in the case o! each participating entity 

represents the amount of its unpaid indebtedness to the system 

on account of prior service and includes the de!iciencies . in 

cost requirements !or !uture service. Part o! these defici

encies was due to the variations between the established 

contribution rates .for such service reflecting our actuarial 

assumptions and the actual operating experience of each parti

cipating municipality. A part thereof, however, may be 

attributed to liberalizing changes in the benefit schedule 

which occurred since the dates when the initial contribution 

rates were established, 
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Part r• 
BASIC ?AC~O.~ FOrl ACTUArliAL 
VALUAf !ON PU~SES 

he procedures involved in an actuarial valuation are br' 

,.,,r;..... ,.,. a ruuation repre<ents basicall ur:ty Y a stat· lSt' 

.,.! """"''" of data rorwting the •ortali ty and ,_ service 

experience al!Ont the active and retired membershi P • The d 

includes {1) t he current additions to membershi ( ata p , 2) se 

t o resignation or dismissal . para-Wlthout 
tions !rom service due 

right to a ret irement annuity , 
(J) rate or retireme nt, that is, 

tile nWDber of members wllo will survive at retirement and 

qualifY !or retirement , (4) deaths among active members , (5) 

disability occurring before attainaeAt or retirement age, and 

(6) deaths among retired members and benericiaries . 

All of the foregoing !actors are active and interactive in 

the calculation of costs and liabilities . These ractors and 

others are considered in the formulation or contribution rate 

schedules that are designed for the purpose or accumulating 

reserves to meet the ultimate pens ion and bener it payouts to 

employees and beneficiaries who may qualify ror bener its. 

Since tile financial effect of these factors on the system 

prevaries with the ages or the members , exposure tables are 

t'ons pared !or tlte !actors ot new entrants, deaths and separa ~ 
!rom service . Separate tables are formulated for male and 

female members in order to give effect to the special 
characteristics at! t' 

ec lng the respective categories of members. 

The ratio ot actual terminations to the number or members 

exposed to termination tor each ot the several causes, at 

the various ages, results in rates or termination. These rates 

are generally leveled out to eliminate any marked variances 

between ages that may occur in cases where the data is limited 

in scope or is fragmentary in form. 

Thus, the actuary can test the rates as developed in the 

actuarial valuation by applying prior rates to the exposures 

developed in the current year's valuation . By comparing tae 

expected deaths and terminations under the aforesaid procedure 

with actual terminations tor each ot the several causes during 

the period covered by the actuarial valuation, the accuracy or 

the newly established termination or separation rates may . be 

checked. Revisions or changes may be made currently, it 

necessary . 

Such a valuation, therefore, provides the basis tor making 

appropriate assumptions with respect to the following data 

tor use in actuarial valuations and cost determina·tions. 

1. New members . Incoming members form a part of the 

exposure study and constitute a basic element in the formula

tion of rates of separation from service . This factor has a 

direct effect on the financing of a system particularly if the 

underlying trend is toward more advanced ages at entry into 

service since it may mean higher costs. 



r 2 .~ 
ice These rates are used t 

~rv • o 

forecast tl\8 number of active 
members who will withdraw rrom 

service witllout rigllt to pensions 

tlleir contribution credits . 

and apply for a rerund or 

J· Jji:IP,V~- purpose or 
oeaH" a..monlt members . Rates of de a tit among t.i.e 

active members are subject to measurement for tlle 

forecasting tile probable Aumber of separations due t o deat.i. 

tius releasing liabilities !or accumulated pension credits 

and establisiill& tile liability !or 
survivors ' annuities , 

4. Rates of service retiremeRt . Tllese rates are estab

lisied at tile ages at wllicll employees may be expected to become 

super&Alluated ud retire on a service retirement aARui ty be

poi~ at tile prescribed a&es !or senice retirement , 

5. Disability claims . 1'1te number of active members w.llo 

ma;r become disabled aad qualify tor disability retirement , for 

occupat!o111l or non-occupatioltll causes , and t.i.e ages at w.ll.icll 

tiese iltcidents may occur are compiled , Rates of t.lte proba

bility of disability are formulated to measure tllis factor 

for cost and liability purposes • 

6, Deatlls amo¥ beneficiaries , Mortality rates among 

service retirement and tile survivors ot active and retired 

members entitled to pension benefits are formulated for t.lle 

purpose ot facilitating tlte calculation ot liabilities and 
costs that Ilia b i 

Y e ncurred on account ot this i tern , 

7 . Salary scale. The retirement annuities are predicated 

upon a "final average salary" base which is the average earn

ings for the J highest consecutive years of service witltin tlte 

last 10 years of service . A salary scale is prepared , there 

fore , showing rates o! earnings progression to assumed ages 

of retirement which is applied in the calculation of costs and 

liabilities . Thus, the total liability may be established on 

the amounts of annuities to be paid subject to such adjustments 

that will ~ive effect to releases resulting from separations 

and deaths occurring prior to retirement . 

8 . Rates of earnings on the system ' s assets . An interest 

factor is basic in all actuarial procedure . The reserve lia

bilities , if fully covered by assets reflecting t.i.e actua~ial 

reserve principle , which are to be invested, would be expected 

to earn a certain assumed rate of income . URder t.i.e law , 

this rate must be fixed by the Board of Trustees upon tlte 

basis of the average effective rate of earnings tor the "long 

term" , By the long term is meant the average productive lite 

ot the active members plus the assumed average life on retire

ment . The total period comprising the long term may be as 

much as 35 or 40 years . 

9 . General . While all of the foregoing factors are 

prominent in cost calculations , t he last two factors are 

especially important in period ic actuarial valuations and 

co s t st ud i e s pa r t icula rly a t this time under curre nt economic 



nditions , TM current trend with respect to th ~ ese ~ ... act 

'"'' '' "oti•""'lY aMlY"' and oval"' ted. Ad . or, 
JUstment 

, .,.,allY """ is t>• '""'" of '""'"' aot=r· s are 
J.al val 

to gi" •""' to pO"i bl• """'' var iations f uattona 
rom the 

"'"i' ""' ' Thi• ,ppli" p.rtisularly in the assUmed 
case or 

"""'"'' progre"'" rntos sl.Ose these ratos the 
are rre 

iotl"""' by tM '"'loyor' s surrent per sonnel . q uantly polJ.cie 

ooowaio ''""" or oth<T 1osal rasto" . s • 

.__ 

Part 8 . RE- EVALUATION OF THE RATES OF 
CONTRIBUTION OF CITIES AND TOWNS 

As part or the annual actuarial valuation, a check is made or 

the rates or contribution ror the cities and towns who have 

been participants in the Municipal Employees ' Retirement 

System ror a reasonably long period or time . This review is 

made ot cities and towns aaving at least. 10 years or member

ship in the System. As participating UAits attain this status, 

their operating experie~ce is evaluated ia order to establish 

tae adequacy or inadequacy or the applicable coatributioa 

rates. A current adjustment or revision or these rates, ir 

necessary, is recommeaded. 

Participating cities subject to review . Tae rollowing ci~ies 

and towns participating in the System have been subject to 

this evaluation during the riscal year covered by this report. 

Name or City or Town 

Jamestown 

North SmitA:rield 

Tiverton 

Date or 
Participation 

1964 

1964 

1964 

Number or •embers 
June 30. 1'75 

.E!!!piQYees -PeAsloaers 

48 

72 

89 

6 

9 

15 

Of the foregoing J cities and towns, Jamestown and North Smith

field have a 2% per year rate of retirement annuity . The 

Town of Tiverton maintains a 1- 2/J% annuity rate . 

Only one additional city is to be considered next year in this 

check who will have been participants in the System ror at 



~ 

10 

year s , namelY • the CitY of Newport who 
se dat 

t966 • e ot 
least 
participat ion was 

B 

• factorS • pension obligations are of long t ~ •=o 
"'"'"" '"" '"" JW thO obligations are in. . haraote, 

~t~ated ' 

' "'"'' ''" ' "'"'"' ' •"'' " evalw<"d on a lo • The., 
ng term 

'""'""" t.oW' " shO>t '"'' t1 uo tua tions has1o 
cannot b • 

sld"'' i o " e<ato>ti'" of th•ir oost aspoot • non-
s . Forth' 

"'""' ' '"""''''" " ,.,xamination or 0 • " 
. ontr1bution 

nave been 
" "'' tor ""'' dti" and towns that " rat., 

'" '' ''"' to '""' partioipants 

A period o! 10 years is regarded as a reasonable period to 

or abnormal changes in basic factors . 
allow !or any unusual 
These factors include mortality among active and retired 

members, t urnover rates , ages at retirement , salary trends 

and others that are pertinent in a determination o:f actuarial 

costs and liabilities , As participating units acquire in

creased operat ing experience , a review of their contribution 

rates is undertaken and adjustments there o:f proposed , as 

required. 

Results of re-evaluat ion , The valuation discloses the cost of 

financing the currently accruing pension obligation designated 

as the "normal cost ", and the requirements for the amortization 
of the accrued 1· b' l· 

la 1 lty • Each of t hese i terns is expressed as 
a percentage of payroll . 

Amortization of accrued liabilities. It has been suggested 

that a longer period of amortization be provided for .the 

accrued liabilities than the remaining period of 25 years 

from the initial dates of participat 5 · n of the cities and 

towns in the retirement system. T .. ~ rP. .d some merit to this 

suggestion . A number of substantive amendments have been made 

during the last several years in the law governing the 

Municipal Employees ' Retirement System . These new amendments 

have increased current costs and accrued liabilities. While 

it is desirable that the accrued liabilities be liquidated 

within a reasonable period of time in order to establish a 

full funded financial status for the retirement system with 

respect to all participating cities and towns , this objective 

may still be maintained according to recognized standards . by 

apportioning the existing unfunded accrued liabilities over a 

somewhat longer term as has been proposed . 

Accordingly , in the calculation of the rates of contribution 

hereinabove set forth, a 25-year period of amortization, 

dating from July 1, 1974, has been used and a 5% interest rate 

assumption was applied. This rate of interest may be con

sidered a reasonable investment return expectancy for the 

long term under the prescribed investment aut hority , and the 

prog ressive investment manag ement policies maintained by the 

Retirement Board. 



~ 

percent of Pavr 1 
- Accrued' 

0 1 - 7-l 
wrmal Cost Liability A ~?6 MUal Name o! participating 

~ 9,26% 2.55% ~ 11·81•1 
8.65 2.52 /O Jamestown 11.17 

North Smithfield 7,4-2 ).47 10,89 

Tiverton 

Osts 
were computed as o! June JO, 1975 based up 

These c on the 

i 1 
~" of the laW ill force at that date, 

prov s o .... 

Recommudat!Qll • The foregoi~t& rates, as a percentage ot - em-

ployees' payroll, are hereby recommuded to the Retirement 

Board o! the Employees ' Retirement System !or certi! ~ . ... cat~on 

to the applicable cities a.lld towns of the State as th e rates 

of contribution effective as of July 11 1976 

It should be noted that tor the most part little change has 

occurred in the total rate of contribution !or these cities 

and towns . While some reduction in the total rate was realized 

as the result of an extension of the period of time for the 

amortization o! the wt!unded accrued liabill ties, this re-

duction was substantially offset by increased costs and lia-

bilities due principally to the following !actors, ( 1) im-

provements in the benefit schedule during recent years as 

evidenced by act 1 ua operati~~g experience 1 the f ull effect of 

which had not been r 1 1 P ev ous Y expressed in the current rates1 

(2) increases in salaries d 
uring recent years at somewhat 

higher rate s than were ap lied . . 
P ln cost determinations to g~ve 

effect to the "J-year final average salary" formula used in 

the computation of the retirement annuity, (J) improved 

mortality among active members and pensioners, and (4) a 

reduced turnover in employment. 

The recommended rates realistically reflect t he employer ' s 

share of the cost of the retirement system under the estab

lished benefit schedule after giving effect to operating 

results to date and assumptions as to possible fut ure 

experience. 



r-
~· ~V£ ACCOUNfS 

T

" ''""" """'" ,.intain'd by th• •Y•t•m a . 
re ~~t 

"""'''"' '""""' to "'""' tho pension end,d a "" oredit s 

lished tor active members and pensioners , resp . s estab-
members se 

. eotrvel 

"""'" "'""'' ,,.tribotlons road• by the y ' Th, 

th• ''"'"''""" '"'" and to•'" • and the a . ano by 
pecl.al goverA-

mental units • 

With these reserve accounts it is possible to eval uate more 

closely the curreJtt progress 

of assets to meet the accrued 

of the system ift the accumulation 

and accruing liabilities tor 

future benefit payouts in the case of members who quality t 

"ti'""' "" '"" ,. .. m.. or 

b 1 Ce exists ill the "Employers ' Contributio11 
A negative a an 
Reserve" for several cities a•d towns . This has come about 

pri.Acipally by the retiremeAt of aged employees shortly after 

the cornme11cemeat of participation ia the system :for the appli

cable city or town. With additional reveAues that will result 

from contiAued operatioRs of the system, these negative bal

aJtces should eventually be removed . I.l'l the course o:f time, 

with further operatioAs, these negative balances should be 

removed and a credit balance should be established !or all 

participating cities and t . . owns wh1ch w11l represent the re-
serves required to meet the . . . . 

llab11lt1es on account o:f the 
membershi 

P' These reserves wi . 
earned b 11 cons 1st of the pension credits 

Y the members d . ur1n" se . . .., rVlces rendered . 

Part 10. FUTUKE PENSION AND BENEFIT PAYOUTS 

To illustrate the importance of adequate funding ot pension 

obligations on a systematic basis, in accordance with the 

accruing aspects of pension cost, a projection of future 

payouts is presented in this report. Such a projection serves 

to point up the full meaning of the pension obligations in 

terms that may be more readily understood by the officials of 

government having the responsibility of formulating budgets 

and more particularly by members ot legislative bodies. 

The following projection of future payouts shows the per

sistent upward trend in pension and benefit expenditures by 

the system !or a number of years: 

Fiscal Estimate of future 
Year benefit and pension 

Ended payouts 
June 30 (in millions) 

1975 $1.9 

1980 J .6 

1985 5.8 

1990 7·7 

1995 9.6 

The foregoing projection will be reviewed and reexamined in 

future years in t he preparation ot the annual reports in the 

light o! additional operating experience as d isclosed by the 

current results of operations. 
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part 11· FINANCING PENSION COST 

The financing of pension cost by the government 
1 a employe 

,aplY , """ of ,.,.rent budgeting in the eame r io manner 

'"" ,,,,nt opmting oxpens" of government "' 
• Such co 

basicallY deterred salary • The cost of pensio st is 
ns to an em 

ploy" in "' yoor i• repro•ented by the value • 
of the 

'""'' '""'"" tho yeer by the aoti ve pension members ' Th 
a proportionate part ese o:f the credits 

yearly pension creditS torm 

ultimate retirement benefitS which would become due and 

payable as the members 'luali!y for retirement by ful:filling 

the prescribed age and service conditions . 

The pension and benefit payments to retired employees , there

fore , are derived !rom a combination or accumulation of 

earned pension credits cover!~ a number of productive years 

which represent the periods of service rendered by employees. 

It is the accumulation of these pension credits for the 

service rendered by the members which constitutes the total 

reserve required for meeting the pension payments to the 

qualifying members . This current accumulation of pension 

credits represents th 1 e rea cost of the pension benefits in 

aqy fiscal period , 

· · le The foregoing illustrates the accrual or reserve pr~nc~p 
that underlies a retirement system , Actuarial criteria 

reflects the accrual concept , This concept governs all 

retirement system operations, Even if a retirement plan did 

not specifically spell out the methods of financing the pen

sion credits , the accrual principle would be implicit in its 

basic provisions. Rates ot contribution are formulated with 

the view ot accumulating the reserves to meet the earned pen

sion credits and the ultimate payouts for the retirement and 

other benefits . Current revenues from these rates are sub

stantially in excess o! the current expenditures tor benefits. 

This excess represents the reserve to meet the future pension 

and benefit payments to employees who quality for retirement. 

It is this reserve which is created by the application o! 

these contribution rates that is frequently a source of 

temptation to officials of government , particularly those . 

having to do with the formulation of budgets . This has 

brought about, in some instances , the withholding of revenues 

:from the retirement system by means of arbitrary cut- backs in 

appropriations below the requirements :for the accruing pension 

credits . Pressures also arise :from time to time :for the 

application or diversion of a part or all of the accumulated 

reserves of a system tor other governmental purposes. 

In its true concept . pension cost is a current operating 

expense of government. It is an obligation which cannot 

logically be deferred . It has a direct and immediate rela

tionship to the entire fiscal operations of government . 

There is no short cut method or formula for financing this 



. nt plan is now considered to be an int 
A ret lreme egral 

cost • 
part of a legitimat e 

employee welfare program of gover nmental 

that government should bear a measure 

concern• The principle 

i
bilitY tor employees whose productivity ha b 

of respons s ecome 
impaired due to old age or disability is now generally 

Cepte
d since this is the case , government should f ac • ace up 

to itS responsibility tor proper f inane ing . It should be 

willing to meet the cost of pensions on the most practical 

The only real method of meeti ng sucn 
and economical basis . 
cost is the one that refl~?.cts the accruing or current bud-

geting concept • 

Actuarial !undint methods , Several actuarial cost methods 

are currently recognized !or the computation of pension costs 

and liabilities . In the case o! a fixed benefit .formula such 

as that in effect !or the Municipal Employees ' Retirement 

System, two specific methods are commonly used, namely, the 

"Accrued Benefit Method" and "Projected Benefit .Method" , 

The accrued benefit method is otherwise referred to as the 

"Unit credit", "step-rate" or "single premium" method • It 

involves the determination of each year ' s earned pens ion 

credit as a present value figure as of the attained ages of 
the members , Obviously, 

as the ages of the employees ad

vance , t he yearly pension credit costs increase correspond-

ingly, However, the increases in aggrega t e costs may be 

somewhat curtailed or may part ially be ottset by other 

compensat ing fac t ors in t he complex ion of the membersh ip 

occasioned by separati ons or deaths . 

The "projected benefit method" , frequentl y referred to as t he 

"entry- age normal-cost" or "aggregat e leve l cost" , provides 

for the project ion of the benefit s to be earne d by t he em

ployees and the contribut ions t o be made to f i nance these 

benefits . This is the method employ ed in the financing of 

t he Municipal Employ ees ' Ret irement Syst e m. Suppl emental 

liabilities are provided ! or accrued pension credits previously 

earned by the members which are unfunded , The cost of anc i llary 

benefits such as disabilit y or death may be financed on a one-

year term premium basis considering t he insurance charact er 

of these benefits , 
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Ste

m some adjustments in the accrued liab;l· 
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purposes o! the retirement system , 

"' polid" of th• Board gov"ning th• investment o! thO 

re!!"""'~~ T'Aflect prudent management of the investment 

sy::; lt'll;;ill.ll - - -·. ,.;;u --

account , An excellent record o! performance has been demon-

strated over the years . High quality securities have been 

acquired produci.ng reasonable rates of income to the system. 

The methods o! administration in force are geared to the o b

jective o! providing the members a high standard of service , 

A. A. Weinberg 

Actuary 

Financial Statements 
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Comparative Financi~ Balance Sheet 

June 30 

Assets l22i 
Cash $ 318,088 

Accrued Interest Receivable 337,308 
Investments (At Amortized Book Value 
for Bonds and Cost for Stocks) 20.622.222 
Total Assets $ 31,278,721 

Liabilities & Reserves 

CUrrent Liabilities 

Unclaimed Benefits $ 11,110 

Reserves - General ·Employees 

Hembers Contribution 7,727,616 

Employers Accumulation 732,804 

Retirement 12.484.z4z 

Total Reserves-General Employees 27,945,167 

Reserves - Police & Fire 

Members Contribution 1,246, 516 

Employers Accumulation 325,579 

Retirement laZ2:0 z342 

Total Reserve-Police & Fire $ 3,322,444 

Total Liabilities & Reserves $ 31,278,721 

~ 

$ 152,203 

317,082 

22:.202.142 

$ 26,172,434 

$ 11,110 

6,729,320 . 

547,625 

16.282.112 

23,559,064 

1,043,383 

207,316 

1z32lz261 

$ 2, 602 '260 

$ 26,172,434 
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~Benditures 

~~e30_J222 

~ 

General Employees 
Police & F:i. 

AJllOUllt 'fo 
Am01mt re Total 

% 

1
.;embers contribUtions 

s 1,638,755 25.2 $ 254-,164- 29.2 

Employers Contri buti ens 

3,298,043 50.8 4-37 , 998 50.3 

$ 1,892,919 

Investment Earnings 

1, 540,273 23.7 1 77,24-8 20.3 

3, 736,041 

20,474 o.3 1,387 0.2 

1, 717,521 

21,861 

Other 
$ 6, 497,545 100.0 

$ 870,797 l OO.O l 7 , 368 , 342 

Total Revenues 

$ 1,605,317 24.7 $ 79, l.to6 

flonthlY pensions 19 , 518 
SUrvivor Benefits 

Death Retirement Allowances 
195,434 3.0 14,800 

Refunds of Contri buti ens 297,965 4-.6 34 ,585 

Other 15,030 0.2 

Total Expenditures $ 2,113, 746 32.5 $ 148,309 

Excess Revenues over 
Expenditures to Reserves s 4,383,799 67.5 722 , 488 

Distribution of Excess Revenue 

General linp1oyees 

Hembers Contribution Reserve 
:iJn;>loyees Accumulated Reserve 
Retirement Reserve 

Police & Fire 

!{ember Contribution Reserve 
Em;:loyers AcctW..Uc:::ed :l.eserve 
Retirement deserve 

Total Distribution 

$ 998 , 297 
185,178 

3,202,629 

203,133 
118,263 
3 98 ,78 7 

-~ 5, 106,287 

9.1 s 1,684-, 723 

2.2 19,518 

1.7 210,234 

4. 0 332 , 550 

15, 030 

17.0 $ 2,262,055 

83.0 3 5 , 106,287 

Analysis o~ Investnent I ncome 

Fiscal Year mded - June 30 . 1 97 5 

Invest~ent Income - Inter eot 

Add : 
Accrued I nterest June 30, 1975 
Accrued Interest July 1 , 1974 

Discount s Am orti zed 

Total Additions 

Total 

Les3 : 

Accrued Interest Purchased 
Premiums .Amor t ized 

Total Deductions 

Net I nterest Earned 

Dividends 

Total Earned on Investments 

Capital Gain 

Total Investment Income 

.; 

$ 

337,30 7 
:212 . 082 

20, 225 

266 .288 

34, 594 
20 .994 

::> 88 3 ,535 

286.81 2 

$ 1, 270 ,348 

'55.588 

$ 1, 214 ,760 

502 . 798 

$ 1 , 71 7,558 

$ 1 ,717, 558 
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F,e.rrin .. ;t on 
Bristc 1 . 
gurrll vlll e 
cranston . 
East Gre~n,ncll 
East providence 
;.0pkinton 
JamestoVI!l 
Jobnston 
Newport 
North KingstoVI!l 
north providence 
North SJ!li thfield 
pa;.rtucket 
Scituate 
smithfield 
south JlingstoVI!l 
Tiverton 
'tlarren 
\joonsocket eranston Housing Authati ty 
Bast Prov. Housing Authori ty 
Pawtucket ~ousing AuthoritY 
Cumberland ?.ousing Authority 
Lincoln Housing AuthoritY 
Bristol Housing Authori "'.: ~' 
Burrill Ville HOiising Authority 
No, Providence Housing Aut h. 
East Smithfield Hater :!list , 
Greenville Water District 

Totals 

Police & Fire 

East Greenwich Fire District 
:last Greenwich Police Jept . 
l!orth Xi.nc;stown Police & Fire 
::orth Providence Police e: Fire 
l:arrington Police .:: Fire 
Sc:i~~.ficld Folice ~ ?ire 
.iarren Folice Dept , 
~011th Kill,jst own Police & _·:re 
:lort". SCJ:i t hfield Fire Dept, 

~Qt:ls 

\........__ 

· : on of ::und BaJ.anc e::; 

Sr;~p1oyees 

Reserves 

$7,727,616.23 3 732 , 803. 4-2·$1 9, 4-84,74-7.06 

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

~0 ~ 4c,267.ll 
54 81 ,971. 4-2 
55 318,4-72.4-l 
58 167,173.36 
60 297, 302.S~· 
61 -__y) , ~·77. ?2 
62 75,910.65 
63 ~-l7 , 2~2 . S''? 
64 8 , ~h7. 53 

~1, 24-6,5:!.6.3'7 

.~ 72 ,022.94- ~ 21 , l!{)0 . 38 
- 54- , 665.83 160 , 257· 73 
117, 27) . 21 479 , 901.63 

- 32 , 7~6. 26 327.~32 . 67 
73 , h?6 .0:2 393, 925 .oo h7 , G99 · ~6 ] ~8 , )46 . 55 

- , 28, ')82 . t:' 11 ~6 , h27 · 5~ 
.:.18,:2')2. . 82 6::. ,715·; .? 
13, 6::.8 . :?"' ':2 ' 14-l. 91· ---

J:. st . 
0~ 

~·._ve2· :.::-:e _j_ Earnina2 
~a.l ~p1oyees Code 

v,f.lrri n!St en 01 

Tot:.l 
:·l l 
:leserves 

:~ 2,876, 799. 82 s 1,4-38,399. 91 o5 .16 $ 88 ,624.07 
1 ,777 ,651 . u.7 ess , e25.7t~ o3.19 54, 788.91 

489 ,680. 0 2 244,840.4-6 oo . 88 15,114.18 
rri3t ol 02 
Bt;.r rill ':ill e 0 3 
cranston 07 
:gast Greenwich 09 
sast Provi dence 10 
}iopJdnt on 14 
Jamestown 15 
Johnston 16 
newport 21 
North Kin6stown 23 
North Pr ovidence 24 
North Smithfield 25 
pawtucket 26 
Scituate 30 
smithfield 31 
south Ki ngstown 32 
Tiverton 33 
Harren 34 
Woonsocket . 39 
cranston Housing Authority 51 
East Prov. Housing Aut~. 52 
Pawtucket Housing Aut hori ty53 
~berland Housing Auth. 56 
Lincoln Housing Auth. 57 
Bristol Eousing Auth. 59 

7,647,104.44 3,823 ,552.22 13.72 235 ,643.85 
1,275,433.46 637 ,716.73 02 .29 39,331.23 
6, 325,037.00 3;162 ,518.50 11.35 194,938.61 

87 ,395.84 43 ,697.92 oo.l 6 2,748.03 
515,966.07 257 , 983 .04 00 .93 15,972.94 

1 , 311 . 539.69 655,769. 85 02.35 40 ,361.74 
4,150, 993 .38 2,075,496.69 07.45 127,955.30 
2, 552,105.15 1,276 ,o52 ,58 o4. 58 78 ,662.45 
1 , 248,280 .00 624,140.00 02.24 38,472.47 

940 ,283.45 470 ,141.73 01.69 29,026.10 
7,009 ,691.37 3, 504,845.69 12.58 216 ,064.11 

694 ,860.99 347,430. 50 01.25 21 ,469.01 
1 , 34-9,089.4-5 674, 54-4-.73 02.42 41 , 564.00 
1 , 9J9 ,002. 6o 954, 501.30 03.43 58 , 910.96 

981,019.54- 49) , 509. 77 01.76 30,228.37 
1 ,064,335.50 532,167. 75 01.91 32, 804.65 
4,715,330.72 2,357,665.36 o8.46 145,302.26 

14-1 ,451 . 77 70, 725. 89 oo .25 4, 293.80 
126 ,425.68 63 ,212.84 00.23• 3,950 . 30 
608 ,945.48 304,472.74 01.09 18, 720 . 98 

30 , 932.55 15,466.28 oo .o6 1,030.51 
44, 202. 53 22,101.27 oo .o8 1 , 371t.o2 
51 , 310. 58 25 ,655. 29 oo.o9 1 , 545. 77 
9, 351.42 4,675.71 oo .o2 34-3.50 
8,946.89 4,473.45 oo .o2 343. 50 
8, 409.29 4,204.65 00.02 343. 50 

12 ,380 . 78 6,19).39 oo.o2 343. 50 
Burrillvill e Sousi ng Auth. 65 
No.Prov. Housing Auth. 66 
East Smi thfi e1d Hater Di st. 67 
Greenvill e Water Dist. 68 

Total 

$4-9, 963 , 957. 83 $24, 981,978.98 89.68$1 ,540, 272.62 

Police & Fire 
228 ,821. 85 $ 
378 ,378. 43 

1 , 611 , 702 . 97 
7')6 ,323.14-

1,331 ,4-29·23 
519' 4-53· 50 
349,807. 20 
495 ,169.41 

36 ,369. 91 

114,410.93 oo.41$ 
189,189. 22 oo.68 
805, 851.49 02.89 
39o,161. 57 01.43 
665,714. 62 02.39 
259, 726.75 oo.93 
174 , 903. 60 oo.63 
247 , 784. 71 oo . 89 

::.8,184. 96 oo.o7 

7 ,oltl. 84-
n ,679·14-
4-9 ,636. 35 
24- , 560.55 
4-1,048. 75 
15 , 972.94-
10,820. 35 
15 , 285. 94 

1,202.27 

East Greenwich Fire Dist. 50 :~ 
East Greenwich Police Dept . 54-
Ho. ;angstown Police & Fire55 
No. Prov. Police ¢:. Fire 58 
Barrington Police & Fire 60 
Smi thfield ?ol i ce ¢:. Fi r e 61 
Harren Police Dept. 62 
So.Kingstown Police t Fi r e 63 
He. Smitl:f i eld Fire Dept . 64- ~ 5, 747, 455. 64- ; 2,873 ,727. 85 10 . 32 $ 177 ,248.16 

f olice :; Fire j'ote~ 

Grand ~otd 

----------------~55 , 711,413. ~·7 ;~27 , 8 '55 , 706 . 77 1C0 .0~1 , 717,520 . 78 

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