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607 BOYLSTON STREET • &OSTO N,MASS. 02116 • (6171 262 · 0~~0 

Retirement Board of the Hunicipal 
Employees' Retirement System 

State of Rhode Island 
198 Dver Strt•et 
Providence, Rhode Island 02903 

Oear Members of the Board : 

Hay 14 , 1982 

\~e are pleased to submit herewith ou r Actuarial Valuation of the 
Municipal Employees ' Retirement System as of June 30, 1981 . 

An.t.Nh, 
(><GoGo 
CtlVHANO 
o..u.u 
OlNVU 
HAtTf0tO 
HOUSTON 
IOS AHGfU$ 
N(W Ot~f.t.N$ 
Ntw YOt~; 
1'110lNn, 
SAN ,,.-..c,sco 
w~os_~NCION,o C 

'OIONto 

Our report analyzes the actuarial status of the System , and proj e:,·t> 
the cost requirements for the Board to certify to each municipalit) 
for the fiscal year beginning July I , 1983. 

We received a ~reat deal of help from State ~mploycC's in nht .1inin 1~ til .., 
information which forms the bas is of this r e)>Ort . M•>St important , Mr . 
Joseph r.. Iannelli, F.XL'ClltivC' Dire c t or ; Mr . .John F . Snll iv:tn, As s ist : nt 
Dire ctor ; and Mr. Carlo Mencucci, Senior Accountnnl, wt•rC' nvailuhl t• whe n
ever nr,eded to answer any qu<·stions and provide any in format ion rec:uef.t e d 
Indeed , the material they provided on their own initiativ~ anticipated · 

many of our needs. 

For convenience , this report is divided into the following sectionr.: 

SECTION PAr.E 

I. SUMMARY 

II. EMPLOYEE DATA 4 

ill . KET 11!1-:1-: DATA 10 

IV . RETIREMENT FUND 16 

v. ACTUARIAl. ASSUMPTIONS ANO METIIODS 20 

VI. HESIII.TS llF VAI.IIAT ION 21> 
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-
Fn) lowing tilt' report , Wl' kiV(' :tttaclll'd 1111r :trtll:tr) ;o) I ' I' Ttlf)C';Jl l• l)t•

tailing Lloe cos t fa c tors, assumption s , and plan o f be ne fit s liNed for the valuation , 

We will be pleased to meet with you to discuss this report at your 
convenience . 
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Sincerely yours , 

MARTIN E. SEGAL COMPANY, INCORPORATED 

., /,!r/1 4 I ~'~ 
" Sherman r.. Sf1ss 

Senior Vice President 

., t/~c.b~ 
r OBePhC. Demty,Jcs: 
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Benefit Provisions 

The Municipal Employees ' Retirement System of Rhode Island covers 

employees of the many municipalities , housing authorities , water , and 

sewer districts which have elected to participate. There is one plan 

for general employees and a second optional plan for police nod fir 
emen* 

6 per cent of their annual earnings · th · , ose 

General employees contribute 

police and firemen under the optional 
program contribute 7 per cent . 

The System generally 
provides unreduced benefits of 2 per cent of 

available to members at least age 58 with 
Police and firemen earnings. Such benefits are 

10 years of service or after 30 years at any age. 

may retire at age 55 if they have 10 years of service 

at any age. Benefits are based on the average of the 

utive years' earnings. 

or after 25 years 

highest 3 consec-

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

benefits after 5 and 10 years of service , respectively ; service-connected 

disability pensions with no minimum service requirement ; widow's benefits 

for service-connected death; and certain lump sum death benefits . 

More detail can be found in the actuarial certificate following this 

report . 

Employee Data 

We r•ceived data on 4,150 active general employees and 310 police and 

firemen as of June 30, 1981, who werL' part lc 1p.1t in): in lhc• systC'm. The 

nvern~e •alnry was $10,800 for general cmployc•c•s nnd $15,100 for pollee and 

firemen . On the average, the general employees were age 46!1 and had 9 years 

of service; police and fin·mcn were age 381
; with 11 'i yenrs of sprvicc. 

*Throughout this report , "general employees" means participants under the 
regular program and "police and firemen" means participants under the 
optional program. 
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Retiree Data 

We rec~ived data on 1, 276 pens i oners and 21 beneficiaries as of 

June 30 , 1981 . The pensioners ' average monthly benefit was $237. Of 

all the pensioners on the rolls , 8 per cent had retired in t he year 

ended June 30 , 1981 . 

Retirement Fund 

As of June 30, 1981 , the Fund had assets of approximately $75 . 5 million 

available as an offset to the actuarial liabilities for future benefiu .. 

Actuarial Valuation 

Our valuation was prepared as of June 30, 1981 . Our calculations 

were based on what we believe are reasonable assumptions as to expected 

future experience . The assumptions are the s ame as those used in our 

previous actuarial valuation. We used the "entry age normal cost" 

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

a level percentage of his earnings from date of hire to assumed retire

ment age. 

The employer normal cos t* for general employees is $1 . 9 million. 

This is 4. 4 per cent of the payroll of participating general employees . 

The employer normal cost for police and f i remen is $0.4 million or 8 . 1 

per cent of payroll . 

For gene ral employees , the actuarial liabil ity* (for benefi t s earned 

before July 1, 1981) is $87 . 8 million of which $30. 5 million represents 

the liability to those alrendy receiving pensions . The unfunded nctuarial 

liability .~t the <'IHI of lit<• venr If' $21.8 million :>f l l' r nr<: <>lln lln)\ fo r 

assets of $66 . 0 million. For police and firemen , the actunrlal liability 

is $11 . 9 million of which $2.9 million is for those receiving pensions . 

*Please refer to the "Actua rial Assumptions and Methods" s ec t ion of the 
report for definitions of these terms . 
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, .count Ill)' 
The unfunded actuarial liahilitY stnn<ls nt $2.'> mill inn after nc 

for pollee and fire assets of $9 . 4 million. ' 

The value of the System's vested benefits 

assets are short of this amount by $23 million. 

is $98 million. Thus the 

Based on the normal cost plus an amortization payment of each 

municipality ' s unfunded actuarial liability, the annual employer cost 

as of June 30, !981 adjusted for payment on December 31 , !981 is $4.
8 

million (10. 8 per cent of covered payroll) for general employees and 

$0. 6 million (13. 8 per cent of covered payroll) for police and firemen. 

These amounts are in addition to the required employee contributions . 

The amortization payments for each municipality are generally based on 

the period remaining of an initial 25-year funding period . In some 

instances , these remaining periods have been lengthened in order to 

spread the effects of actuarial losses over a longer period. 
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II . EHPLOYEE DATA 

We received data on 4 , 150 general employees and 310 police and 

firemen participating in the System on June 30 , 1981 . The data included 

age , service, sex , and salary for each of them. The average salary of 

the participants was $10,800 for general employees and $15,100 for police 

and firemen. 

Tables lA and IB give detailed age , service and average salary data 

on general employees and police and firemen , respectively. 

Tables 2A and 2B summarize certain basic statistics on active general 

employees and police and firemen . Table 2C gives active employee statis

tical data separately for each participating municipality . As we continue 

to receive data on an automated basis, we will be able to show year by year 

changes in this basic employee data. 

The data we received for this valuation in respect of some of the 

municipalities seemed inconsistent , and in some cases, more incomplete , 

when compared to that of the prior year . ln these situations , <:'xtra time 

and expense is incurred in troubleshoot i ng and correct i ng these problems . 

Moreover, anomalous results are obtained when the data is inconsistent . 

However, for the majority of the municipalities , the data was usable . 

The Retirement Board has made much progress in improving the quality of ·the 

data . We urge that the Board continue to stress the importance of good.data 

to the municipalities . 
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Age To t ill 

0 - 4 

4, ISO 1 .377 
Tot a l $10.800 SI O, 100 

Tftblc l A 

Number lind Avcr11g SolarJcs of Employees in Active Se rvice 
as of June 30 , 1981 

b · 1\R<> nnd b • Years of Service 

GENERAL ENPLO\'E~S 

Years of serv ic:e 

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

I , 222 901 332 $10 , 700 $10,600 
141 77 

$12, 600 $12 , 700 $14. 100 

l 
35 and 

! 30 - 34 o ve r Unkno"'n 

19 27 54 l $13,600 $13 ,600 s s . ~oo 
9 8 -- -- -- I 

Un~ r 20 $ 7,800 

169 
20 - 24 9, 700 

347 
25 - 29 10,700 

374 
30 - 34 II , 700 

346 
35 - 39 10,800, 

426 
40 - 44 10 , 500 

498 
45 - 49 10, 700 

I 675 I 50 - 54 10.700 

I 723 
55 - 5S 10,800 

444 
60 - 64 11 , 100 

98 
6 ~. & o v e r 10,900 

41 
Unknown 8 ,500 

Age Tota l 

310 

To t a l $1 5, 100 

I 
Under 20 $10.600 

17 
20 - 24 I 0, 700 

5G 
25 - 29 13,700 

62 
30 - 34 14 , 300 

58 
35 - 39 

I 

15, 100 

41 
40 - 44 15, 700 

23 
45 - 49 17.200 

I 23 
54 17,000 50 -

2 1 
59 17,300 55 -

7 
60 - 64 17,500 

I 
Unknown 20,600 

s -- --8, 100 -- -- -- -- --
152 15 -- -- --9 , 700 $ 9,900 ---- -- -- --
2 15 11 3 I 7 -- -- --10, 800 10,500 $ 10,600 -- -- --
166 1 ~5 72 4 -- --10 , 800 12,600 12 , 600 $12,900 -- --
162 109 45 23 5 --9. 700 10,900 13, 100 13,700 $14 , 100 --
1 71 138 72 27 14 --8,900 10 ,600 11 ,600 15,300 12.500 --
137 165 128 32 19 11 

9 , 700 10,500 10.300 13.700 13,900 $15 , 200 
164 204 187 72 19 21 

9. 700 10,300 9,800 13 , 000 16.300 16 ,700 
148 194 213 83 

") 
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10,600 10,300 10 ,4 00 11,500 12 ,000 13, 100 

48 133 130 75 29 17 
11 .600 II , QOO . 10 ,300 I I, 400 12,200 

"·-:; 3 20 "I "I 13 
11, 300 9,500 10,20; ~ ~;oo 9,2oo I 11 .700 

3 11 , 30~ I --
I 9 , i OO I 11 , 200 --

T nble 18 

Numbe r a nd Ave r age Salaries of Empl oyees in Act i v c Se r v i c• 
as of J une 30, 1981 

by Age a nd b y Years of Se r~ ice 

POLICE A!<ID FIRENEN 

Year s of servi ce 

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

59 102 74 37 21 5 

$1 2 , 700 $1 4,500 $15, 800 $16,200 $18.600 $22.300 

1 -- -- -- -- --
$10, 600 -- -- -- -- --

15 -- -- -- -- --
10,700 -- -- -- -- --

27 28 -- -- -- --
13 . 300 $14 , 100 -- -- -- --

13 30 18 -- -- --
13, 200 14,300 s 15, 100 -- -- --

2 19 23 9 1 --
12,900 14,400 15,700 $ 16,200 $16. 100 --

1 8 19 13 -- --
19,900 14,200 15.300 16 , 800 -- --

5 7 2 -- 3 5 
15,600 14 . 800 1 9 , 90~ i $2 1,600 -- 15, 800 

---- 7 6 5 
16,700 16, 100 1 9 . 40~ I ---- 16,200 

2 -- 5 I s 
17,600 I 23 , 6('0 -- 14.000 27.900 16,000 

I 2 -- 2 ' -- 2 

1 6~;00 j 21, 000 16,500 18 , 300 ---- ---- -- -- -- ---- -- ----

-- -- I -- -- s 6.10(• 
-- -- 2 -- -- 13 .600 
-- -- 2 -- -- 10. 700 
-- -- i -- -- 10 , i\CO 

-- -- 2 -- -- 12 .000 

-- -- :. 
-- -- 10. ) •)0 

1 -- ;, 
$10, 100 -- 8. 900 

I 7 --
12 , 400 $10,800 --

10 10 I 
15.200 

"·v 
I O,:Jo 

3 8 I 

"7 14. 700 8 .900 

2 --
13 , 000 13 . 900 --

-- J9 I 

- - 7,SOO / 

I 
30 - 34 Unkr.m .. ·n I 

2 10 

I $16 , 500 $14 , 200 

-- -- i -- -- I 

-- 2 I 

i -- $10.300 

I 
-- I 
-- 14, 500 

-- I 
15.90(1 ' -- ! 

4 ' -- I 
13 . 900 -- I -- --

-- -- 1 

-- 1 
-- 14.700 i 

-- --- --
2 --

$16 .500 --
j -- --
I -- --

I ---- 20 .601l 
-

RIIOnE I SLt\.'olli ~n;!<IIC I PAL ERS 
Noco : Th •e o t Ht l s t !cs !nclud 

J u ly I , 1982 . 

- nd Scitu•t~ Pol i ce who will le-vo t ho S~•to~ 
t h e! N. KinAstown , N. Providenc , 
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l.tlll ~· .:f: 

S t.l tl·.tJ
1

,
1
1 ll.ll ·l nil .\• II Vt' ~.mp l nV• ' t ' '• "" huw Jll, I'J)11 

h'l ~lun ll Jp;1llt y 

- ------·------
Av~r~~~ Avl? r.1~l' Avl· r:~~c 

Numbe r age ~crvice ~.,l., ry 

t\Jnicip.1litY 

General Emplovees 
4 7 9 s 8 . 800 166 

01 Barrington 118 47 9 I I , 300 
02 Bris to l 105 48 8 8, )00 
0) Burrlllville 59) 4 711 10 10 , 600 
07 Cranston 121 461

) 8 8,600 
09 E. Greenwich )12 4~ 9', I 1,800 
10 E. Providence 

27 421; h 7 , ij()f) 
14 llopk l ntnn )2 4H 9'1 II ,400 
15 Jamestwn 

185 481
) 10~ 9 , 900 

16 Johnston 
305 4) 10 11 ,800 

21 Newport 
13 4~ q•, 9. )00 

22 N~w Shorclum 
177 451> 'J II ,400 

2) N. K l n~srown 
198 46 7', 9 , 200 

24 N. Providence 
82 49~ 8 8 , 700 

25 N. Smlth£leld 
707 46'-, 9~ II, 500 

26 Pawtucke t 
10 45~ 7'1 7 , 400 

29 Rich110nd 
67 48~ 9~ 7 , 900 

30 Scituate 
112 49 7'1 9 , )00 

31 Smithfield 
177 42~ 6~ 10 , 500 

32 S. Kin~stown 
74 481) ~~ 9 , 600 33 Tiverton 
73 48~ 9 9,900 34 Warren 

46 a•, 18 , 000 36 Westerly 10 

39 Woonsocket 371 48 9~ 10,800 
50 9 12 , 600 51 Cranston Housing 12 

52 E. Providence Housing 12 53 9~ 12 , 800 

53 Pawtucket Housing 36 48~ 9~ 13 , 400 

56 Cumberland Housing 8 43 7 14 ,000 

57 Lincoln Housing 8 42~ 7 13 , 100 

59 Bristol Housing 6 4111
, 5'1 14 , 000 

65 Burrillville Housing 2 60'1 1 0~ 11 ,700 

66 N. Providence Housing 5 43 4 II, 300 

67 E. Smithfield Water 2 49 5 12 . 200 
68 Greenville Water 3 45~ 7 14 , 600 
71 Warren Housing 3 5 1 5 14.700 
72 Johnston Housing 5 51 10!1 9 , 400 
79 Coventry Housing 5 54 7'1 10,800 
80 S. Kingstown Housing I 60~ 3'1 14' 100 
81 . Southfield Sewer 7 37 3 12 . 300 

Police and fire 

50 E. Creenwich Ft re 12 5 1 13'1 20 , 600 
54 E. Greenwi ch Police 21 39'1 II 16 , 100 
55 N. Kingstown P & F 90 37~ II 16,000 
58 N. Providence P & F 23 38'1 7 12 , 900 
60 Barr lngton P & F 59 40 15 14 ,400 
62 Wa rren Pollee 20 39'1 10'1 14 , 600 
63 S. KingstO'Jn P & F 38 35 10 15 , 800 
64 Primrose Yo l untc>er Fl re h 17', 7', 8 , 800 
13 5t.• i tu.lt(" ro ll n· 11 l ~,•, l fl 12 ,t,on 
76 !L Sm i thf h •IJ Pollee 12 35 Ill', 1 1 . ~00 
77 Tiverton Fire 17 4 1'> 10'1 14 ,600 

KIICIOF. l~J.,\Nil MliNif.I PM. F.RS 

Note : Scituate Police wil l leave the Sy stem as of 
July 1, 1981 . 
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I I I . RETIREE DATA 

The data on retired members and beneficiaries included age , 

monthly benefits , retirement date, option and type of pension . 
sex , 

The following are significant s tatistics on the ret ired group as 
of June 30, 1981 and 1980 : 

June 301 1981 June 30 1 1980 
Pensioners : 

Number 1,276 1, 201 
Average age 69 69 
Average monthly benefit $237 $225 

Beneficiaries: 

Number 21 17 
Average age 64lj 63~ 
Average monthly benefit $254 $247 

Tabl e 3 gives distributions of the 108 pensions awarded in the 

current year by type of pension and amount . Table 4 does the same for 

age at retirement . 

Table 5 gives distributions fo r all pensions in force at t he end of 

the fis<·al yea r by type and amount . Table 6 docs t he same by age . 

Table 7 has statistical data on pensioners and beneficiaries by 

municipality . 

The data on retirees was reasonably good for retired employees . 

However, it was not certain that bene f iciaries w~rc being classi fied 

correc tly. 

\~e again recommend that thi s information be maintained by t his 

system so that it can be incorporated in the next review. 
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Monthly llmoun L 

Tn tal 

Und e r $50 
$ 50 - $ 99 

100 - 149 
150 - 199 
200 - 21o9 

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

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

l , 300 - l , 399 

'l'ahJ • 'I 

Pa n• l on• llwa darl In t tta 'I""' P.tlll•rl Jun• '!(), 1~1~1 
lly Typa an~ lly 11nt1 Lhl y ltinmtnl 

--- - -
'l'otn I 

1'ypll oC V8nliton 

()rd l nuy Aec idlltJUI1 
R@rvteg Ol~~biH y 01.8!iblU y 

lOll 92 12 z 
- 1- - t-· ·- 1- -

5 ~ -- --
7 , 1 --
9 7 2 --

21 16 ~ --
I 3 I 'J -- --
8 , l --
8 7 -- --
5 4 1 --
5 5 -- --
() 5 I --

II 10 -- 1 

3 2 l --
2 2 -- --
2 I -- I 

2 2 -- --
l l -- --
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Age on 
Effective Date 

Total 

35 - 39 
40 - 44 
45 - 49 

50 
51 

55 
56 
57 
58 
59 

60 
61 
62 
63 
64 

65 
66 
67 
68 
69 

70 
71 

Table 4 

Pensions Awarded in the Year Ended June 30, 1981 
By Type and By Age on Effective Date 

Type of pension 

Total Ordinary Accidental 

Service Disability Disability 

108 92 12 2 

l -- -- I 

I -- -- I 

8 2 I I --
I -- 1 --
3 -- 3 -

2 I I -
I -

2 --
25 I -- I --

17 16 -- --
3 3 -- --

7 5 2 -
7 I -

8 --17 --
43 17 

3 -- --
3 

7 I -
8 

-12 --
12 -6 --
6 -

28 2 2 -- -
3 --

3 -
5 5 --

--
3 3 -

I --
I 
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\ 
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----------
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I 
2 

--
--
---
--
-

I 
--

I 
-
-
-
--
-
-
-
--
--
--
-
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0 

I 
I 
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Monthly Amount 

Tota l. 

Unde r $50 
$ 50 - $ 99 

100 - 149 
ISO - 199 
200 - 249 

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

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

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

Tuble 5 

Pensions tn Force on June 30 , 1981 
By Type nnd fly Monthly Amount 

Toto l Type of 

Ordinary 
Service Disability 

I , 29 7 I, 142 99 

60 53 5 
180 171 9 
232 212 18 
257 217 36 
149 126 15 

77 71 4 
86 71 4 
51 42 2 
48 42 I 
48 40 4 

52 44 --
19 17 1 
I 7 I 7 --
9 7 --
7 7 --
2 2 --
1 I --
I I --
I ' I --

pension 

Accidental 
Disability 

35 

I 
--

I 
I 
I 

--
7 
6 
3 
4 

8 
1 

--
2 

--
--
--
--
--
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Age on 
June 30 , 1981 

To t a l 

30 - 3!. 
35 - 39 
40 - 4!. 
4 5 - 49 
5 0 - 54 

55 - 59 
60 - 64 
6; - 69 
70 - i !. 
75 - 79 

80 - 8~ 

85 - 8': 
90 - 9!. 

Table 6 

Pensions in Force on June 30 , 1981 
By Type and By Age 

Type of 

Total Ordinary 
Service Disability 

I , 297 I 1, 142 99 

2 
I -- --

3 6 --
2 6 --

2 9 14 
7 16 30 

48 19 78 
206 21 

233 

I 18 
366 Jlo O 

282 271 7 
I 3 177 168 

76 73 I 

24 - ·-
24 

3 3 --

pensio:> 

I Accidental 
Disability 

I 35 

2 
2 
4 

1 
6 

5 
6 
4 

2 
3 

-
-
-

Beneficiary 

21 

I 
--

I 
3 
7 

2 
4 
I 
2 

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

I 
Beneficiary 

I 21 

1 
--

2 
1 

6 
-

4 

2 
3 

2 
-
-
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July 1 , 1981. 

32 

[ !I. <<.ni<~~• ""~~-=-

Th" S.tat" ~1nu!r~« the ~ic1~al !Un~;> l&J~' i!~t-c-~ ?und. 1"1\<!o 

keti r..,...,nt !:6a...-d ;>rcfl~ ,;., rJ"iti. fir.......,_ia,l ~u~::s AA r.~ lutl<!o Y> . 

'1~1. 

Th" ?u:-A r~hretc .<. "~:- 41:~ ~!.<77"~ <..6~U~t !"i-t: .S.~t 

a::-e 1127este.i b)' tJ:s.<., State :--r!f:o.U.~t r.rmn ~~"~• "" 

~ to t:oe 701lt! ~-! .,.,,.n_,;,.,u fer r"!::.-.u~: . 

~ f=r--"'<!o ~~ 

?a~u fr?n t.~ !·~:L .2. '!"~ ;:;r~:- ~::.}· !?-r :-~! L-:..~ -:.-! ~~_.,~ 

cootribut i ,.,.-.s . 1.um;> " '"' ~<>at'-' ::,.,,~•di~,;. a,-5 ;;e::.~~ A"J"1Pel:.~'t. .. ":.?lit.:-!-

b u t ion n:!u:lCs cc.o j :- ·h-€':J a-:J enyloy~ ~rn.!z,Qvt:t. en:"~~~~ .at-.-: ~l~f:t.:t:~ 

t o Laf,_e .:3 r€f~.m(i , c r ·• f'.e:1 ~ -die.!;i a!~t:::- Y€t:.:re:mr::::~ 16!. -:iOT".:.t ~~ ::t-

c€bed ;>a )'n.eot..s f r om t h e fund e.<jual t o his t.o-....al r.r.c:tril>ut~-

'!able a 6 i-l€S a StmiiLa!"j' -of i=con.E:: an6 ex.,;:>en'di t..-ur.e.£ fc;·r UK ! t£!' ~td. 

;une 30 , 1981. 

At June 30 , 1981, asS€:s t ctallei a~;~oxi~telJ SJS. S a i:li :~:. .. 
9 gi·;es a b !'eak,Co-.-n o!" t..., e asse t.s. .t..Z ? .!t i 3 ?er :..e::..t o!" t::...e !"tr.te .-c 

i:1·;es ted in : :.ze< i:tcome sec~.:r:.t:..es s·.lC~ ?i-S b--J:lt.s a::,:, ~:.es. 

The fi :-..a:tcial st.ate'lloC::ts ir.~ icate t h at ~ per ce~t o 'f t.t.e a:c;!-o('~ 

~e late t o g~eral e:gl~:ees, ~ 12 ?e L ce~: a~c ~ ~ r ?O:~~e ~ f : :~: 

T..--:e re is also a s11all u~w:~l locared :-€:.s.e:-.-e : c :- t.Lt:ia~ :.e---ef:.t.s. :.z:..~ 

10 s"hovs t h e a llocation of asse~.5 in C.eta: •. 
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Table R 

Suamary Statement of Income and Expenses 
For Year Ended June 30, 1981 

Empl oyer contributions 

Hembe r contributions 

Total contributions 

Net miscellaneous items 

Investment income : 

Dividends 

Interest 

Capital gains 

Net investment income 

Tota l income available for 
benefit payments 

Benefit payments : 

Pension benefits 

Death benefits 

Con tribution refunds 

Total benefit payments 

Excess of income over expenses 

$5, 477, 727 

2,975,156 

$1 , 187, 095 

5,072,094 

27,054 

$8 ,452 , 883 

8 , 613 

6,286, 243 

$3,700, 526 

87 , 200 

50S, 484 

Sote : De tai l figures may not add to totals shown because of rounding . 

RHODE I SLA.~D MUNICIPAL ERS 
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$14 , 747 , 739 

4,293,~~ 

$10,454,529 

T:~ble 9 

A.qsctR as or .htn!' 10, 19111 

Cash 

Accrued interest receivable 

Investments 

Government bonds 

Corporate bonds 

Common and preferred stocks 

Certificates of deposit and repurchase 
agreements 

Commercial Paper 

(Less) Unamortized premiums and 
discounts 

Total assets 

$22 , 706,642 

19, 715 , 000 

20,084 , 994 

8,950,000 

3,475 , 500 

(510,928) 

s (1 ,482) 

1,035, 275 

74,421,208 

$75,455,002 

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

RHODE ISLAND MUNICIPAL ERS 
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Table 10 

Allocation of Asse ts by Plan 
ns of June 30, 1981 

General Employees : 

Re tirement reserves 

Employer reserves 

Member reserves 

Total General Employees Reserves 

Police and Fire : 

Retirement reserves 

Employer reserves 

Member reserves 

Total Police and Fire reserves 

Unallocated : 

Unclaimed benefit reserve 

Total assets 

RHODE ISLAND MUNICIPAL ERS 
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$48 , 587 ,593 

2 , 499 , 914 

14,947,247 

5 , 839 , 344 

1, 328 , 698 

2,234,711 

$66.034 . 754 

9 , 402 , 753 

17,495 

$75,455,002 

V. ACTUARIAL ASSUMPTIONS AND MF.TIIOOS 

The actual cos t of a pension plan consis t s of the benefit pa~nts 

and administrative expenses l ess any i nves tment earnings. An actuartal 

cost me thod aims to budget this cost so as to establ ish a reasonable 

relationship between employer pension contributions and the eaployee 

services that give rise to the pension obligat ions . The result is an 

employer contr i bution which ant icipates future costs. A f und accu.ulates , 

which earns investment income , thus reducing the ultimate cost . 

Calculnting the approp r iate contrlbutlon rcqutn.•K LhnL proj C"cttOtuc, 

and therefore ass umptions, be made as to future experience. Some lteas , 

s uch as mortality rates, can be predicted fairly accurately . Other s , 

such as future salary increas es , are , of course , subject to considerable 

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

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

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

actu<.rial valuation. 

Hortality Rates 

We assumed that mortality rates would conform with the 1971 Group 

Annuity Mortality Table . This is a recently published table o f pension 

plan mortality , and we believe it wi ll be a r easonable basis for experience 

unde r the Sys tem. It i s one of the tables in general use in valuing peusion 

plans i n the United States . Table 11 gives some life expectancies after 

r etir ement . 

Salary Projections 

The System pr ovid<•s lwnPfits thnt nr!' hns<'<I on th<• thr!'!' hl)•,h~:st 

consecul ive years ' snl ary f or ench employee. To assume thnt !'ach e.

plo) ee' s sal ary will b<' the same in the three yea r s before r e tirement as 

it is today would seriously under stat e the System' s cos t . Accordingly , 

we use a s alary proj ec t ion to anticipate future increases in earnings . 

Additionally , it i s app ropriate t o compute pens ion normal cos t s wl·ich 
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are l eve l as a pe rcentage of payroll rather chan level a s ,, doll 
a r am 

.1nd ,, s"lary project I on I s ;d s<> used (or t/.IS pu rpose . If l i , . ou nt , 
I C tO!o:t, 

calculated as a level dollar amount for an individual , the c . s Wcr,. 
os t ml)•ht 

a high per cent of his pay when he was young and a lowe r p< r ' he 
cent of 

salary at a later age . By use of a sala ry project ion the c his 
• on t ributi 

for an individual , all ot/wr ti.InHS rcmal nin): the s<Jmc tend 

0 0 

• s to s t a 

the same percentage ove r t he years. . Y at 

!low to project futu re salaries is a major poli cy question . T 0 Wh<lt 

anticipate, through present contribut · t ons , the 
ext ent shc,uld one seek to 

full impa ct on pension cos ts of future 
salar y changes? 

For purposes of our cos t determination, we Jwve m.,de a modcwt c allow-

ance for general salary increases in the future . 1./e a lso r eflect s 1 a ary 

increases as the r esult of longevi t Y and promotions . The sc<~ l e h.'5 r e l 

atively greater increases a t the younger ages to correspond with 
5 1 ·a ary 

schedules . The salary scale factors are : 

£ 

20 
25 
30 
35 
40 
45 
50 
55 
60 

Present Salary as a 
% of Age 65 Salary 

17. 45 
22. 07 
27. 76 
34. 62 
42. 68 
51. 76 
61. 77 
72.98 
86. 08 

Annual Increases 
(Rate Z) 

4. 84 
4. 75 
4.59 
4. 39 
4. 08 
) . 72 
3. 45 
3. )3 
3. 16 

As will appear, the prohlc m of sal<~ry projec tion h<~s a pare llel in 

the question of choosing :~n assumption as to future Investment y i eld .1nd 

the two arc somewhat interrelated. 

Te rm i nation Rates 

In any employee group, many employees wi ll t e rminat e and receive 

less than full benefits . Employees terminat i ng with l e ss than t e n years 
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o ( ;u .: tiVt' S(' rVi Cl' , for t' Xiilllp ) <•, rC' C(' i Vt' o n) y ;' rt• f uutl o f t lwJr cnn tr lhu

tions . Tlte tl•nuina tion assumpt i on ant l cip.'ltcs the rclt!as C" of munlcipal 

fund s that may have been accumulated for such people , thu s resulting in 

a reduced ongoing c os t . 

l.Jc assumed tha t tc.~ nninntions each year from all causes e>xcept 

retirement would be as follows : 

Ge nera l Em~loyees (Rate %~ 

~ De<~th* DisabilitY WI thdraw:~l 

20 . OS . 06 21.20 
2S . 06 . 09 1S . 80 
30 . 08 . 11 11.60 
35 . 11 . 15 8 . 40 
40 . 16 .22 6.20 
45 . 29 . 36 4 . 20 
50 . 53 . 61 2. 60 
55 . 85 1. 01 --
60 I. 31 -- --
15% of the above disabil i ty rates a re service-connecte d . 

Optional Police and Fire (Rate %) 

~ Death* Disab il it~ IHthdrawal 

20 . OS . 12 --
25 .06 . 17 --
30 . 08 . 22 --
35 . 11 . 29 --
40 . ! 6 . 44 --
4S . 29 . 72 --
50 . 53 1. 21 --
55 .85 -- --
50% of the above disability r ates are service- connec ted . 

*Rates shown are f o r men; rates for women a r e s l ightly lower. 

Tot r. l* 

21.31 
15 . 95 
11 . 79 
8 . 66 
6 . 58 
4 . 85 
3 . 73 
1.86 
1. 31 

Total* 

. 17 

.23 

. 30 

. 41 
.. 60 

1.01 
r. 74 

. 85 

NOTE: De tail fi,:ure s m.1y not add to total s shown hccausC' of r ounding. 

He t i remen t Ages 

The System provides unn•duccd bC'ncfits as ea rly a s age 58 [or general 

employees a nd 55 for police <~nd firemen. Long service employees may get 

unreduced o r reduced benefits at even younger ages . 1./e have as s umPd general 

eml'loyees will retire at age 65 , or complctio~ of 10 years of se r vice if 

l ate r . Police a nd firemen retirements are assumed to occur whe n the office r 
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i s both age 60 and has 10 years of se rvice . Tn any case where the em l P 0 Yee 

already meets these ass umed conditions of age and se rvice , it is proj ected 

that he or she will retire immediately. 

Investment Return 

Investment return has a major effect on the ultimate cost of a 

retirement system. In general, if a system is actuaria1ly funded (so 

that it has a substantial reserve which is earning an investment yield), 

a yield of 6 per cent - in contrast to a 5 per cent yield - will reduce 

costs by 16-20 per cent. 

An assumption must be made concerning future yields. It must be a 

rate that will be valid for the long-run, that ts, not 

vested today or next year, but also for money invested 

only for money in-

10 and 20 years 

from now. 

We selected an investment return assumption of 

for our calculation. This assumption takes account 

long-term inflation but is not tied directly to the 

available . 

Cost Method 

6~ per cent per year 

of probable moderate 

higher rates currently 

We have used the "entry age normal cost method of funding" . This 

method spreads the cost of the benefits to be provided to an individual 

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

date of retirement. The normal cost for the entire system is t'qual to 

the sum of the normal costs for all participants . In a rough sense, it 

c;~n IH• vlsu.1llzt•d ns tilt' t' tlSL of IH"twflts t.•anll'c.l dur in)', t il• • t'u l·rl' ll l Yt•ar. 

The actuarial liability represents the amount by which the future 

normal costs fall short of meeting the cost of future h<>ol<'f it p.1ymcnts. 

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

service prior to the valuation date. 

40 

Overall Ac tuarial Basis 

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

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

ga i ns or losses will develop, with appropriate decreases or increases in 
future costs. 

Missing Data 

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

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

individuals had the same characteristics as other participants , taking 

into account the known characteristics (e.~ •• male mcmhers age 37 with 

unknown service were assumed to have the same service distribution as 

male members age 37 with known service). 

41 



/ ,, 



Comments on Results 

The costs reported on 
the preceding page are for the System as a 

factors for each municipality are shown in 

actuarial liabilities shown in whole . The principal cost 

Table 12. (The total of the unfunded 
Table 12 exceeds the total shown on the preceding page because some 

municipalities have assets in excess of their actuarial liabilities 

that is , they are "overfunded. " Table 12 shows zero balances for these 

municipalities , but for the Syst<!m as a whole th<! overfunding of these 

municipalities reduces the unfunded actuarial liability . ) 

The amortization shown on line 4 is the total of the amortization 

requirements for the individual municipaliti<!S over a period of 25 years 

from the date the municipality joined the System. The earliest member

ship date is 1957 ; those original groups have only one year remaining on 

thei1 amortization program. Other groups have more years left . As men

tioned earlier, some of the amortization periods have been lengthened to 

spread the effects of actuarial losses over a longer period . On a dollar

weighted basis , the remaining amortization period is about 11 years for 

general employees and 15 years for police and firemen . That is , the total 

amortization payment reported above would pay off the total unfunded actua-

rial liability over that period of time. 

Looking at the total cost figures compared to the previous year , it 

can be seen that for general employees, costs increased by 0 . 5 per cent . 

of payroll (from 10. 0 per cent to 10. 5 pe r cent) . The normal cost percen

tage remained stable at 4. 4 per cent and there was an increase in the 

amortization payment when expressed as a per cent of payroll (from 5. 6 per 

cent to 6.1 per cent). The dollar-weighted aggregate amortiza tion period 

r emainl'd the same for the gencrnl emp1oy<'c group . 

for police and firemen , costs increased by 0.2 per cent of payroll 

( from 13 . 1 pe r cent to 13.3 pe r cent) . The norma l cost percentage 

decreased slightly from 8.2 per cent to 8. 1 per cent and the amortiza

tion payment as a per cent of pnyroll increased by 0. 4 p<•r c~nt (from 

4 . 8 per cent to 5. 2 per cent). (Detail percentages do not add because 
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of roundlnr,.) The dollnr-w<!lf:hted aJ:J;r<'JFll<! amorLizallon p<!rlod •le

clined by two years for this p,roup . 

Table lJ shows the recommended rates for each participating munici

pality. These rates are to be effective for the year beginning July 1 , 

1983. The total rates are separated into normal cost and unfunded liability 

amortization components . For comparison , the 1982 and 1981 recommended 

total rates are also shown. In addition, the remaining amortization periods 

for each municipality are presented . For the years beginning July 1, 1982 

and 1983, the rate for Hopkinton (code 14) reflects the adoption of the "2% 

Plan ." The Town of New Shoreham and Smithfield Sewer Authority nre the only 

new entering groups as of June JO, 1981. 

Value of Vested Benefits 

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

vide the "value of vested benefits. " This figure is used by accountants 

in preparing financial statements , both as a disclosure item and as a 

factor in determining the pension expense charge , in accordance with 

Opinion No . 8 of the Accounting Principles Board of the i\merican Insti

tute of Certified Public Accountants , "Accounting for the Cost of Pension 

Plans. " While we recognize that the System may not be covered by this 

Opinion, a brief discussion of this subject may be helpful. 

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

under the plan's investment income and mortality assumptions of all 

benefits to present and former employees. In this calculation, future 

employment by the employee is not a condition for the receipt of benefits . 

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

for all pensioners , benef iciaries , vested former employees , and active 

participants with at leas t 10 years of service . For active employees 

with less than 10 years of service, only the accumulated employee con

tributions are included , since that is all such employees would receive 

if they had no further employment. 
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:~e siruatioo. In a large systea, i : s~ part icipant s retire earlier t r an 
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t his e ffort. 
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IOI(WfC»>: ...,. ... 
~•••IIIOXO 
·~o-.oc -MUNICIPAL EMPLOYEES ' RETIR~NT SYSTEM OF THE STATE OF RHODE ISlAND 

CERTIFICATE OF ACTUARIAL VALUATION 

This i s to certify that we have prepared an actuarial valuation of the plan 
as of June 30, 1981 . 

The certific-ate contains the following attached exhibits : 

EXHIBIT I - Actuarial Cost for Year Beginning July I , 1981 

A. General employees 

B. Police and firemen 

EXHIBIT II - Actuarial Assumptions and Cost Method 

EXHIBIT Ill - Summa r y of Plan Provisions 

To the bes t of my knowled~e the information s upplied in this actuarial valu
ation is compl e te and accur a t e (except as noted in Exhibit I) and in my opinion 
the assumptinns used in the a~~re~ate (a) are reasonable related t o the ex
perience of the plan and to reasonable expectations and (b) represent my best 
estimate of anticipated experience under the plan. 

HARTIN E. SEGAL COMPANY 

By : 
~~£. LJ4 

.Joseph C. Dcmt y , fi .S.fl . 
Act uary 
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EXIIIHIT I 

ACTUARIAL COST FO~ YEAR BEGINNING JULY I , 1981 

A. GENERAL EMPLOYEES 

The valuation ~as made with respect to the follo~ing data supplied t o us 

by the Retirement Board : 

a. 4, 150 active participants (including 1,497 full y ves ted) 
with total annual salaries of $44 , 735 , 300 

b. 1, 239 pensioners (including 10 beneficiaries of dec£·ased 
pensioners and active employees) 

The cost factors as of t he valuation date are as follows : 

I. 
2 . 
3 . 
4 . 

5 . 
6. 

Total normal cost ....................................... .... .. $ 
ProjectEd c11ployl'C contributions . ..... . . .... ·········· ... .... . 
Employer norma l cost. ....... .... · . ·· ·· ······· ····· · ······· · ··· 
Actuarial liability - total. .. . . ... ....... . · ·········.· .... .. . 

Active employees . ................ . . .. .. .. ........ $57 , 361 , 200 
Pensioners (including beneficiaries of deceased 
pensioners and active employees) . ............ . . . 30 , 466 , 200 

Assets • ... ....... . . .... .. . . .. . .. .• . . .. . ...... .. . . .. .... ....... 
Un ftmded actuarial liability ... .... .............. .... . ....... . 

Liability for accrued vested benefits : $89 , 223 ,900 

4 , 630,200 
2 , 683 , 7()() 
t ,946 , soo 

87 ,8£7 ,400 

66 ,034 , 700 
21 , 792 , 700 

liote: Included are 66 active employees unknown as to age , servicE 
or both. Status of beneficiaries ~as unclear . No data was 
provided on teraioated vested e11ployees . 

so 

EXHIBIT I 

ACTUARIAL COST FOr YEAR BEG INNUiG JULY 1, 1981 

B. POLICE A.'ID FIREMEN 

The valuation was made with respect to the f ollowi ng data suppli~ to us 
by the Retirement Board: 

a . 310 active participants (including 138 fully vested) 
with total annual salaries of $4 , 665 , 600 

b . 58 pensioners ( including 11 beneficiaries of deceased 
pensioners and active eaployees) 

The cost factors as of t he valuation date are as follows : 

1. 
2. 
3. 
4. 

5 . 
6 . 

Total normal cost. •...........•.........•.....• ... .• • ...•..•.. S 
Projected employee contribution~ ... . .• .••. •••.••• • . . .•...• •.. • 
Employer normal cost. .•...•.••••......•••. .•. • • ••••... •••..••. 
Actuarial liability - total. •.•. . • . •. .•....••.•.. •.•....• . .... 

Active employees . . ... . . ........••...••... .. ..... . $8 ,986,600 
Pensioners (including beneficiaries of deceased 
pensioners and active employees) • . . .. .. . •. .... .• 2,9Q2,800 

Assets .. .. . . ........ . •..........•..•...•.•• .•... .•. .... ....•.. 
Unfunded actuar i al liability •... ..... ... .. .... ..•.••...•.•.... 

Liability for accrued vested benefits : $9 ,079 , 000 

703,500 
326,700 
376,800 

11,889,400 

9,403,200 
2,486,200 

Note : Included are 10 active empl oyees unknown as to 
or both. Status of beneficiaries was unclear. 
provided on terminated vested eapl oyees . 

age , servi ce 
So d;;ta was 
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('t" "~'· r~qull"n"•nt : 

'IS N''''t' 

l~•' l_l_£_e_ .• u~l...!.t.!..~'l 

~'I NoQ\~ 

~:~.!!J'.!!'.Lh~l~ h•t•~N 

:o;,•rvh"~ req,,tr~uwnt : 10 )•oar~ .10 yr>~ . \0 VI'K , 2S YI' N , 

An"'""t: ~\ ,,f f ln~ \ a v,•n\)l.t' ~:\ \.u y 1't-r "'·~r ,,f tu•rv h •t• t 0 n mn 1 
"{ 7'1% . ~'(n11l .n•t•U):<' ~., lan· 111 old hwol "" thn 11Yt•rn11,. ofx mum 

I 
com-

1'<'11~~ ~ t.•n 
1
•,tm<'J ,\ 11 rhl!\ tho• hl!llll' >~ l l'oln8<'<'11 t lvl' )'t'nra prior 

' '' to•t.,.ll\111 '''" · Rl't In'"" '"' ~ ~ "''""lat<•ry nt Ill\<' 70 , ~·or polic 
Anol flr<'m<'ll, m~llol~tor)' 1'<'1 lrt'm<•lll 111 "' 111\t' 65 . c 

""''~til'<''"""' ( l\•.1 h·~ ~~~d fl ram<'ll .ml 

A..\1.<' Tl'qulro•mt'llt : ~0 
~en• io' <' rcqui Tt'ml'l\1 : 20 )'<' •1r~ 
Ant."mt : Rt')\lll"r pt'IISi<'n ao:o· ru<'<l , rc,tu,·ed hy 61 for tltlo:h ycnr of III\C 

li'SS thllll 55, 

lli<'abl llty 

Ot•.!it~: 

1\.Al' t·~qut r<"mt'nt : ~\)Ot' 
s~rVi('O r~quh·~mt'nt : s Y~.3t"S 
Al!klunt : 2~ olf f!Ml 3Vt'fiiR<' ~~thry .H ,usabili t y per ye.u of 

St'rvi~c (but Mt lt'ss than 20t) , payable immcdintely . 

A~dJt'nt.il : 

\'cstil\,>1, 

.\_~~ r~qui ~D("nt : Ni.'nt-
~~rvi'~ r~qui~'m~nt: None 
.~unt: aa l / 3: of final salary, payable immediately . 

. \~.... requi f'\.'l!l('nt : ~h,nt." 

~ .. r,·lt.'t.' r .. ~ui ft""~n t : 10 yr·~•rs 
"'""unt: 1\,;,)\ul.lr l't'll:<loll .~~~rued, p~tynbl<' at a~c 51! for ~encra l 

and at aRe 55 for police and firemen . 
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I~_!'..::_I~~'!!'Jli_E_u_!llj~_l_l_uJ )!'_~I_I~ 

Or_<l_l~. <learlU'.."JJ"fHs : 

l .tlllll' t:HIIll hdllttf it : 

Aile f~''l'll retn<'nl: Nnne 
Scrvlcu rttqulrumc uL : Nonto 
/lmnuut: (a) $1,00 tll'r yen r of service t<> n lllfiXIIIUII of $8 , 000 

ntul wll h n mlnltnum of $2 , 000 . 
(b) Refund of employee contribution• 

l'ol teo nnd fir emen' H •urvlvor' 8 benefit : 

Allll rcqui rcmPnt : None 
Sc rvi <'(' rL•cpti rcmcnt : None 
Amount : 30% of ftnnl ovcrn11c snlnry to the spouse plua lOX 

to cnch child under nge 18 . 

Accldentnl dcnth benefit : 

ARc requirement : None 
Service requirement : None 
Amount : (o) 50% of so lory to s pouse or children under ORe 

18, l ess workmen's compensation . Pollee nnd 
f I rc nlso receive 10?:: for ench child under 18 
to n moxlmum of 66 2/3%. 

(b) Refund of employee's contributions . 

Pos t -retirement dcoth benefits : 

Lump sum benefit : 

(n) IOOZ of employee contributions , less benefits paid . 
(b) Pre-retirement death benefit, reduced 25% per year 

of retirement, but not less than $2 , 000. 

Police nnd firemen's s urvivor 's benefit : 

Same as pre-retirement 

Employee contribution r ate 

6?:: for general employees, 7?:: for police and firemen, until 
75% benefit i s accrued • 

~vnilnble options: 

Joint nnd survivor with 50?:: or 100?:: ~ontinued to the beneficiary 
after the dcnth of the employee. 
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