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T O T H E H O N O R A B L E M E M B E R S OF T H E 
G E N E R A L A S S E M B L Y 

Gent l emen: 

The spec ia l l e g i s l a t i v e c ommi t t e e to inves t i ga te and study the f eas ib i l i t y 

of es tab l i sh ing wi th in the State R e t i r e m e n t Sys t em th i r ty year r e t i r emen t 

bene f i t s r e g a r d l e s s of age f o r state e m p l o y e e s and £or t eache r s and a l so 

s u r v i v o r s bene f i t s f o r t e a c h e r s , he rew i th submits a r epor t of i ts i nves t i ga -

t ion and r e commenda t i ons re la t ing to these subjects in accordance wi th the 

d i r e c t i v e in Reso lu t i on H 1114 as amended of the January 1959 sess ion of 

the G e n e r a l A s s e m b l y . 

A c company ing this r epo r t i s l e g i s l a t i on wh ich if enacted into law would 

put into e f f e c t the c o m m i t t e e ' s r e commenda t i ons . 

The c ommi t t e e hopes that the Gene ra l A s s e m b l y w i l l f ind it poss ib le 

to act f a v o r a b l y on the p roposed l e g i s l a t i on at its 1961 sess ion . 

Respec t fu l l y submitted by 
R e t i r e m e n t Study C o m m i t t e e 

John J . Cashman, Cha i rman 

C o m m i t t e e m e m b e r s 

John J . Cashman, Cha i rman 
G e o r g e E . Burke , S e c r e t a r y 
Hon. A r thur A . Be lhumeur 
G e o r g e C . Cesana 
Chr i s t i an Hansen 

Hon. G e o r g e A . Ilg 
Hon. E r n e s t L . Nye 
Hon. John J. W r e n n 



R E T I R E M E N T STUDY C O M M I T T E E R E P O R T 

I. P U R P O S E OF T H E STUDY 

The R e t i r e m e n t Study Commi t t e e was created by an act of the Genera l 

A s s e m b l y at i ts January 1959 sess ion to invest igate and study the f eas ib i l i t y of 

es tab l ish ing within the State Re t i r emen t System, th i r ty year r e t i r ement benef i ts 

r e g a r d l e s s of age f o r state emp l oyee s and f o r t eachers and a lso surv i vo rs 

bene f i t s , s o - ca l l ed , f o r t e a che r s . 

The reso lut ion creat ing the commit tee author ized it to engage the s e r -

v i c e s of an independent actuary f o r purposes of de te rmin ing the cost of the 

addit ional bene f i t s . M r . Russe l l O. Hooker , F . S . A . , F . C . A . S . , Consult ing 

Ac tuary , Ha r t f o rd , Connect icut, was engaged to make the cost study. M r . 

Hooke r did a s im i l a r study f o r the Connecticut T e a c h e r s ' Re t i r emen t System in 

1958. The Connect icut Genera l A s s e m b l y adopted his recommendat ions that 

y ea r . 

M r . H o o k e r ' s report, ent i t led Ac tua r i a l Repor t On Cost of Cer ta in 

P r o p o s e d Mod i f i ca t i ons in E m p l o y e e s ' Re t i r emen t Sys tem of the State of Rhode 

Island is found in Appendix A of this r epo r t . 

I I . S U M M A R Y OF A C T U A R Y ' S R E P O R T 

A . 3 0 - Y e a r Re t i r emen t P r o v i s i o n 

Under the present law, a m e m b e r who has 30 yea rs of c red i ted s e r v i c e 

may r e t i r e p r i o r t o age 60 but if he does, his r e t i r emen t a l lowance is reduced 

by an amount approx imat ing 6% f o r each year which he r e t i r e s under that age . 

The reduced a l lowance is the actuar ia l equivalent of the amount which would 
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have been payable at age 60. 

The Commit t ee requested M r . Hooker to invest igate the cost of a p rov i -

sion whereby a state employee or teacher could re t i r e a f ter 30 years of s e r v i c e , 

prov ided he (or she) had attained his 55th birthday, without actuar ia l reduct ion in 

re t i r ement benef i ts because of age . It should be noted here that M r . Hooke r was 

instructed to study the cost of 30 year re t i r ement with a f l o o r of age 55 instead of 

30 year r e t i r ement r ega rd l e ss of age . The reason f o r this change is that the 

ma j o r i t y of the Commit tee did not f e e l that the r ega rd l e ss of age prov i s i on was 

feas ib le both f r o m the standpoint of cost and the age at which an employee should 

be a l lowed to r e t i r e with the improved bene f i ts . 

The additional cost involved in the proposal f a l l s into two ca t e go r i e s : 

(Appendix A , page 2) 

(1) The amount of money required to strengthen the ac tuar ia l r e s e r v e s 

held on exist ing act ive m e m b e r s in order to f inance the e a r l i e r 

r e t i r ement of such of those m e m b e r s as might be expected to 

take advantage of the proposed 30 year - age 55 r e t i r ement p r o v i -

sion; and 

(2) The increase in future se rv i ce contributions (norma l cost ) which is 

requi red to support such strengthened actuar ia l r e s e r v e s in future 

years , and to f inance the additional re t i r ement costs which the 30 

year - age 55 prov is ion would involve in the case of the a v e r a g e new 

entrant. 

The study was confined only to those employees now under age 60 and 
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who w e r e emp loyed p r i o r to age 30, these being the only cases which could be 

a f f e c t ed by the proposed 30 year - age 55 p rov i s i on . A s of June I960 there w e r e 

2, 791 state e m p l o y e e s in this ca t ego ry and 3. 403 t eachers , making a combined 

total of 6, 194 e m p l o y e e s . It is obvious that not a l l of these emp l oyee s would 

e l e c t to take fu l l or par t ia l advantage of the 30 year - age 55 p rov i s i on . The 

ac tuary e s t ima t e s that approx imate l y one-hal f of the e l i g ib l e state emp loyees 

and one - th i rd of the e l i g ib l e t eache rs would take advantage of the new prov i s i on . 

Th i s appears to be a va l id assumpt ion. 

A c c o r d i n g l y , if it i s assumed that the actual ut i l i zat ion of the 30 year -

age 55 p rov i s i on w i l l be such that one-hal f of the m a x i m u m addit ional costs a re 

incur red in the case of state e m p l o y e e s and one- th i rd in the case of t eachers , 

the probable addi t ional costs w i l l be as l i s ted in table I be low: 

Table I 

Indicated P r o b a b l e Cos t of 30 Y e a r - A g e 55 Re t i r emen t P r o v i s i o n 

Inc rease in Future 
Se r v i c e Cost 

Inc rease in ^Amor t i z a t i on P a y m e n t P r e s e n t % of 
P r e s e n t R e s e r v e s O v e r 30 Y e a r s Amount P a y r o l l 

State E m p l o y e e s $3 ,888 ,800 $192 : 625 $ 97,880 .35% 
T e a c h e r s 8 ,780 ,149 434,909 221,406 .85% 

* T h i s f i gure ind icates the annual payments r equ i r ed to a m o r t i z e 
the r e s e r v e i n c r e a s e s ove r a per iod of 30 y ea r s . 

If the cost of strengthening present r e s e r v e s is $12, 668, 949 as shown in 

Table I i s a m o r i t z e d ove r a 30 year per iod the total annual cost f o r both state 

e m p l o y e e s and t ea che r s would be $627, 534. Whi l e the amor t i za t i on payments 
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may appear to represent f o rmidab l e annual outlays, this re lat ionship to total pay-

ro l l should be borne in mind. On the 30 year amor t i za t i on basis for examp le , 

the total annual outlay of $627, 534 amounts to l ess than 1% of the total combined 

payro l l s of $67,700,000. The actuary feels that the major share of these cos ts 

should be assumed by the emp l oye r s 

The actuary recommends that the future s e r v i c e ( no rma l ) cost inc rease 

$97 880 in the case of state employees and $221,406 in the case of t e a che r s 

could be met in an equitable manner by increas ing the contributions of p resent 

and future emp loyees by the salary percentages indicated in Table I . Th is would 

mean .35% of payro l l in the case of state emp loyees and .85% pay ro l l in the 

case of t eache rs . 

B. Surv ivorsh ip Benef i ts for Teache rs 

Many Rhode Island teaches have indicated through repl ies to questionnaires 

that they would p r e f e r to have a system of surv ivorsh ip benef i ts s im i l a r to Soc ia l 

Securi ty incorporated in their own re t i r ement sys tem in lieu of joining the Soc ia l 

Securi ty Sys tem. Since specia l in teres t was indicated in the sys tem of survivorship 

benef i ts incorporated in the Connecticut Teachers' Re t i rement System as of 

January 1, 1958, the actuary was instructed to determine the cost, of adopting this 

plan with cer ta in var ia t ions to the Rhode Island teachers pension sys t em. 

Under the Connecticut. P lan surv ivorsh ip benef i ts s imi la r to those p r o -

vided under the F e d e r a l Socia l Securi ty A c t with var ia t ions are incorpora ted in 

the t eachers ' r e t i r ement sys tem. A n important var ia t ion is that surv i vo rsh ip 

benef i ts run to dependents of deceased act ive teachers only thus excluding pay -

ments to dependents of deceased r e t i r ed t eachers . Howeve r , payments to w idows 



of deceased ac t i ve t e a che r s run until death or r e m a r r i a g e r e ga rd l e s s of the 

ex i s t ence , number or age of chi ldren whereas under Soc ia l Secur i ty payments 

to a w idow under age 62 depend on the ex is tence of a dependent child or ch i ldren. 

W h e r e there a re ch i ld ren under age 18 additional benef i ts consistent with those 

under Soc ia l Secur i t y a re p rov ided . Lump sum death benef i ts and payments to 

dependent parents and dependent husbands are a lso prov ided . The above benef i ts 

a re f inanced by an addi t ional 1% sa la ry contribution f o r a l l t eache r s . 

If a t e ache r continues in s e r v i c e until r e t i r ement his 1% accumulat ion 

plus in t e r es t m a y be taken e i ther in cash or used to purchase addit ional r e t i r e -

ment bene f i t s . 

It i s ev ident t h e r e f o r e that under the Connecticut P lan no teacher can 

lose the bene f i t of his or he r a s s essmen t . This is an important cons iderat ion to 

f ema l e teachers. , to whom surv i vo rsh ip benef i ts are appl icable to a cons iderab ly 

l e s s e r extent than to ma l e t eache r s . 

The a c tua r y ' s study r evea l ed that surv i vo rsh ip benef i ts s im i l a r to those 

in ex is tence in Connect icut could be incorporated into the Rhode Island t eache r s ' 

pension s y s t em f o r an addit ional 1% sa la ry contr ibution. 

A f t e r submitt ing his r epor t , the actuary was requested by the study 

commi t t ee to d e t e rm ine the addit ional cost of prov id ing surv i vo rsh ip benef i ts 

s im i l a r to Soc i a l Secur i t y bene f i t s f o r dependent su rv i v o r s of r e t i r ed t eache rs . 

A s indicated above , such bene f i t s a re not ava i lab le under the Connecticut P l an . 

The ac tuary d e t e r m i n e d that this addit ional benef i t would cost 1/2 of 1% of pay-

ro l l . Thus s u r v i v o r s h i p bene f i t s s im i la r to those in ex is tence in Connecticut plus 

protec t ion f o r dependents of deceased r e t i r ed t eachers could be added to the 



Rhode Island teachers pension system fo r an additional 1 1/2% of pay ro l l . 

C o m m i t t e e R e c o m m e n d a t i o n s 

A f t e r due considerat ion of a l l phases of the ac tuary ' s repor t the Commi tee 

makes the fo l l owing recommendat ions to the Genera l Assemb l y : 

I Th i r ty Y e a r Re t i r ement - See Table II 

1. The commit tee r ecommends that the Genera l A s s e m b l y c o n s i d e r the 

enactment of l eg is la t ion which would al low state employees and public school teachers 

to r e t i r e a f t e r 30 years of s e r v i c e prov ided they had attained their 55th b i r thday 

without actuar ia l reduction in re t i r ement benef i ts because of age . 

2. The commit tee accepts the actuary 's recommendat ion that the cost of 

providing this benef i t is such that it should be shared by emp loye r and e m p l o y e e . 

3. The commit tee r ecommends that the cost of strengthening the actuaria l 

r e s e r v e s on exist ing act ive m e m b e r s be amor t i z ed on a 30 year pe r i od . It i s 

recommended that this cost which amounts to $192, 625 a year or . 55% of cur rent 

payro l l in the case of state employees be assumed by the state. It is fu r the r 

recommended that this cost which amounts to $434, 909 a year or 1.32% of current 

payro l l in the case of public school teachers be shared by the t eachers , state, and 

c i t ies and towns as f o l l ows : .66% by the teachers ; .33% by the state; and .33% by 

the c i t ies and towns. Since the above f i gure of 1.32% of payro l l w i l l f luctuate as 

payro l l s increase or dec rease , it might be mo r e pract ica l to e xp r ess the contribution 

f o r teachers in t e r m s of the teachers paying one-half of this cost, the state one-

quarter , and the c i t ies and towns one-quarter . 

6 
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Annual cost to the state to strengthen actuar ia l r e s e r v e s w i l l amount to 

$301, 3 53. The annual cost to the c i t i es and towns f o r the same purpose w i l l amount 

to $108, 900. 

4. The commi t t e e r e commends that the cost of future s e r v i c e contr ibu-

tions which amounts to $97, 880 or . 35% of current payro l l in the case of state e m -

p loyees and $221 ; 406 a year or .85% of payro l l in the case of public school t eachers 

be borne r e s p e c t i v e l y by the state emp l oyee s and public school t eache rs . 

5. The c ommi t t e e makes i ts recommendat ion on 30 year r e t i r ement 

cogn izant of the f a c t that the present f inanc ia l condition of the state government 

might prec lude state par t ic ipat ion in the p r o g r a m . 

The c ommi t t e e t h e r e f o r e r e cogn i z e s that the state government w i l l be able 

to par t i c ipate in this p r o g r a m only to the extent that the state 's f inanc ia l r e s ou r c e s 

a r e such as to p e r m i t such part ic ipat ion. It should be noted in this connection how-

e v e r that if the cost of strengthening the actuar ia l r e s e r v e s w e r e to be borne 

en t i r e l y by the state, the annual cost to the state amor t i z ed ove r 30 years would 

be $627, 534. By having the t eache rs and loca l communit ies share part of this 

cost , the annual cost to the state is reduced to $301, 353 which is l ess than one-

half of one pe rcen t of the combined state emp loyee and teacher pay ro l l of 

$67 ,700 ,000 . 

II S u r v i v o r s Bene f i t s f o r T eache r s - See Tab le I I I 

Ove r the past s e v e r a l y e a r s many public school t eachers in the state have 

e x p r e s s e d a need f o r su rv i vo r sh ip bene f i t s . Such benef i ts are current ly ava i lab le 

in the t e a c h e r s pension s ys t em only through the e x e r c i s e of cer ta in options whereby 
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the teacher upon r e t i r ement may accept a reduced r e t i r ement benef i t and thus, upon 

his death, prov ide a smal l annuity f o r his surv i vor usually his w i f e . 

T ea che r s may acquire Socia l Securi ty benef i ts prov ided the l o ca l c o m -

munity in which they teach is w i l l ing to pay the e m p l o y e r ' s share of the cost which 

is current ly 3% and scheduled to r ise to 4. 5% by 1969. L o c a l communi t i es cu r -

rently are paying 3. 5% of teacher payro l l s into the teacher r e t i r emen t s y s t e m . 

T eache r s contribute 6% and the state 3. 5%. The adoption of Soc ia l Secur i t y on 

a supplementary basis would the r e f o r e increase the loca l contribution f o r t eacher 

pensions to 6. 5% of payro l l r is ing to 8% by 1969. The t eache r ' s contr ibut ion would 

increase immed ia t e l y to 9% r is ing to 10. 5% in 1969. 

T eache r s l ike any group want a sound and stable r e t i r emen t s y s t e m . They 

have in the past expressed the opinion through two quest ionnaires conducted by the 

Rhode Island Education Assoc ia t i on that they would p r e f e r to add su r v i v o r sh ip 

benef i ts s im i la r to Soc ia l Securi ty to their own pension sys tem rather than to 

secure these benef i ts through the Fede ra l Socia l Securi ty Sys tem. The states of 

Connecticut, Ohio, Maine, and C a l i f o r n i a current ly prov ide such bene f i t s through 

their teacher r e t i r ement sys t ems . 

The commit tee has studied the surv ivorsh ip plan current l y in opera t ion in 

the Connecticut T eache r s Re t i r ement System and f inds that s im i l a r bene f i t s can be 

made avai lable to Rhode Island teachers at the addit ional cost of 1% of g r o s s pay -

ro l l . The commit tee a lso f inds that surv ivorsh ip benef i ts f o r t eacher dependents 

beyond re t i r ement s im i la r to Socia l Securi ty , but not prov ided in the Connect icut 

System, can be obtained f o r an additional . 5% of pay ro l l . Thus the tota l cost f o r 

these additional benef i ts would be 1.5% of teacher pay ro l l . 



The commi t t e e r e commends that the Genera l A s s e m b l y enact l eg is la t ion 

adding su r v i v o r sh ip benef i ts s im i l a r to the Connecticut P lan with the var iat ion 

ment ioned above to the Rhode Island Teache r Re t i r ement Sys t em. It is fur ther 

r e c o m m e n d e d that the cost of said benef i ts which amounts to 1. 5% of the public 

schoo l t eache r pay ro l l s be shared equal ly by the t eachers and the c i t i es and towns. 

Th i s would amount to a t eacher contribution of .75% of pay ro l l and a city or town 

contr ibut ion of .75% of pay r o l l . 

Respec t fu l l y submitted, 

John J. Cashman, Cha i rman 

G e o r g e E . Burke , S e c r e t a r y 

Hon. A r t h u r A . Be lhumeur 

G e o r g e C . Cesana 

Chr i s t i an Hansen 

Hon. G e o r g e A . I l g 

Hon. E r n e s t L.. Nye 

Hon. John J. Wrenn 

9-
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Table II 

Cos-, of 30 Year Retirement at Age S5 Based on Percent of Payro l l 

Employees Cost State Cost C i t i e s & Towns 
Cos t 

State Emp loyees 

Publ ic School Teachers 

. 35% payroll 

1. - 1 % payroll 

. payroll 

payroll . 33% pa; 

=$^01 353 *$108 ; 900 

Annual cos ts t o state and c i t i es and towns used or June 1960 payrol ls . The percent 
of payroll as indicated above will decrease in future years as pay ro l l s increase . 

Table III 

Cost of Survivorship Benefits for Public School T eache r s Based on Percent of Payroll 

Teachers Cost Cities Towns Cost 

. payroll . 7 c payroll 

Summary of retirement study committee report 

T h i r t y - Y e a r retirement age Age 55 

Cost to State Emp loyees 

Cost to Publ ic School Teachers 

Annual Cost to State authorized over a 
30 year per iod 

Annual cost to L o c a l communities 
amor t i z ed ove r a 30 year period 

. 1 5% c payrol l 

l . ~ l % o- payroll 

$^01 3 53 

$108 ^00 

Survivorship Benefits for Public School Teachers 

Cost to Teachers 

Cost to Local Communities 
7C;% O! pay ro l l 

7 5% of pay ro l l 
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A C T U A R I A L R E P O R T ON COST 

OF C E R T A I N P R O P O S E D M O D I F I C A T I O N S IN 

E M P L O Y E E S ' R E T I R E M E N T S Y S T E M OF THE 

S T A T E OF RHODE I S L A N D 

W e have bee r requested to invest igate the probable cost of the fo l l owing proposed 
d i ca t ions in the E m p l o y e e s ' Re t i r ement System of the State of Rhode Is land: 

( A ) A p r o v i s i on whe r eby a state employee or teacher could r e t i r e a f t e r 30 years of 
ce , p r o v i d e d he ( o r she) had attained his 55th birthday, without actuar ia l reduct ion in 

i i ement bene f i t s because of age . 

( B ) A s y s t e m of surv i vo rsh ip benef i ts f o r t eachers only, patterned along the l ines 
tie s u r v i v o r s h i p bene f i t s prov ided by the F e d e r a l Socia l Secur i ty A c t . (The death benef i t 
o/.sions a c c o r d i n g to the present Ac t would be retained. ) Since spec ia l in te res t was 
iiced in the s y s t e m of surv i vo rsh ip benef i ts incorporated in the Connecticut T e a c h e r s ' 
i rement S y s t e m as of January 1, 1958, the f eas ib i l i t y and probable cost of adopting s im i l a r 

v i s i o n s f o r Rhode Is land t eachers has been invest igated and repor ted on he re in . 

P a r t A - 3 0 - Y e a r and Age 55 Re t i r ement P r o v i s i o n 

Under the present law, a m e m b e r may r e t i r e at age 60 with at least 10 years of 
recited s e r v i c e . The only prov i s i on f o r s e r v i c e r e t i r ement on immed ia te pension p r i o r to 
|e 60 is that a m e m b e r who has completed 30 years of s e r v i c e may r e t i r e under age 60 on 
-ciuced a l l owance which i s the actuar ia l equivalent of the amount which would have been 
iy;ble at age 60. 

It is now p roposed to l i b e ra l i z e these min imum qual i f icat ions f o r s e r v i c e r e t i r e -
iert by adding the p r o v i s i on that a m e m b e r who has completed 30 years of c red i t ed s e r v i c e 
ic nas atta ined his 55th b ir thday may r e t i r e on such immed ia te pension as the regu lar s e r -
,a bene f i t f o r m u l a w i l l produce, without actuar ia l reduction of any kind. 

The add i t iona l cos ts invo lved in this proposal natural ly f a l l into two ca t ego r i e s : 

(1 ) The amount of money requ i red to strengthen the actuar ia l r e s e r v e s held on 
cit ing ac t i v e m e m b e r s in o r d e r to f inance the e a r l i e r r e t i r ement of such of those m e m b e r s j 

s might be expec t ed to take advantage of the proposed 30 year - age 55 r e t i r ement p r o v i -

on; and 

(2) The i n c r e a s e in future s e r v i c e contributions (normal cost ) which is r equ i r ed to 
oport such s t rengthened ac tuar ia l r e s e r v e s in future years , and to f inance the addit ional 

t - v in v^ar - aee 55 p r o v i s i o n would invo lve in the case of the 
i - rement cos t s which the 3U year - age j-> pi 
••erage new ent rant . 



The addit ional costs and l i ab i l i t i es have been computed as of June 30, I960, t 
most recent valuation date . A g e - s e r v i c e d istr ibut ions showing number of e m p l o y e e s a 
sa la r i e s by quinquennial age groups under age 50 and t r i enn ia l age groups t h e r e a f t e r , > 
each group broken down by quinquennial emp loyment durat ions, w e r e obtained f r o m the 
Ac tuary of the Re t i r ement Sys t em. By analys is of these data, assuming even distribut: 
within each a g e - s e r v i c e group, the numbers of present e m p l o y e e s and t eache r s , male , 
f ema l e , r e spec t i v e l y , who might be a f f e c t ed by the 30 year - age 55 p r o v i s i on w e r e clo 
e s t imated . 

Using the annual rates of death and w i thdrawa l set f o r th in the " L i f e and Serv ice 
Tab les f o r A g e s 16 to 60" obtained f r o m the Ac tua r i a l Survey c o v e r i ng the pe r i od f rom 
July 1, 1953 to June 30, 1958, supplemented by the ra tes of r e t i r e m e n t shown in the "L 
and Re t i r ement Tab l es f o r A g e s 60 to 70", Standard Annuity m o r t a l i t y ra t es at age 60 a 
upwards, sa la ry sca les as compi l ed by the Ac tua ry , and 3% in t e res t throughout, tables 
constructed a f f o rd ing the n e c e s s a r y valuat ion functions f o r this study. It should be mer 
t ioned that the Standard Annuity mor ta l i t y ra tes w e r e set back one y ea r in the case of 
t eachers in recogni t ion of the ir probable super io r l ongev i t y . 

' 

This invest igat ion was conf ined to cases emp loyed p r i o r to age 30, these being 
only cases which could be a f f e c t ed by the proposed 30 year - age 55 p r o v i s i o n . The nun 
and propor t ions invo lved are shown as f o l l ows : 

A c t i v e State E m p l o y e e s and T e a c h e r s 

Now under A g e 60 
H i r ed under A g e 30 

To ta l A c t i v e 
Under A g e 60 

Genera l EES, Ma l e 
" F e m a l e 
To ta l Gen. EES 

No . Sa la r i e s 

1,474 $5 ,689 ,643 
1, 317 4, 349, 194 
2. 791 $10,038,837 

N o . Sa l a r i e s 

7, 841 $29,. 442, 605 

4 ,599 $18,603,273 
3 ,232 10,839,332 

A c t i v e State E m p l o y e e s and T e a c h e r s 

T e a c h e r s , Male 
F ema l e 

To ta l T eache r s 

Now under A g e 60 
H i r ed under A g e 30 

N o . Sa la r i e s 

1, 092 $ 5, 151, 408 
2,311 10,829,812 
3,403 $15, 981, 220 

To ta l A c t i v e 
under A g e 60 

N o . Sa l a r i e s 

1, 880 $ 9, 457, 885 
3, 882 19,258,001 
5, 762 $28 ,715 ,886 

2 



3 -

The tota l emp loyee data as of June 30, I960 are summar i zed as f o l l ows : 

To ta l Numbers and Sa lar ies of Emp loyees Ac t i v e 6-30-60 

No . Sa lar ies 

•eral EES, Ma l e 

" F e m a l e 
To ta l Gen. EES 

1-ders, Ma l e 
F e m a l e 

To ta l T e a c h e r s 

5,523 $22,301,605 
3, 678 12, 442,090 
9 201 $34,743,695 

1,995 $10,220,936 
4,473 22,749,940 
6. 468 $32,970,876 

The indicated inc reases in present r e s e r v e s and the future s e r v i c e (normal ) cost 
" i s e s , computed on the assumption that a l l m e m b e r s a f f ec ted by the 30 year - age 55 
ivxsion would e l ec t to r e t i r e as soon as e l i g ib le the re f o r , are shown as f o l l ows : 

Indicated Max imum Cost of 30 Y e a r - A g e 55 Re t i r ement P r o v i s i o n 

a. EES, M a l e 
" F e m a l e 

Total Gen. E E S 

achers, Ma l e 
F e m a l e 

Total T e a c h e r s 

Increase in 
P r e sent 
R e s e r v e s 

$4, 779, 818 
2 ,997,782 

$7,777,600 

Amor t i za t i on Payment 
Over 

20 y r s . 25 y r s . 30 y r s . 

Increase in 
Future Serv i ce Cost 

$311, 921 
195, 629 

$507; 5BD 

$266,500 $236,760 
167,142 148,490 

$433,642 $385,250 

$6,371,858 $ 415 ,815$ 355,264 $ 315,619 
19.- 968, 589 I, 303, 110 1, 113,353 989, 110 

$26, 340 447 $1, 718, 925 $1, 468, 617 $1, 304, 729 $664,217 2.01 

P r e sent 
Amount 

$133, 752 
62,007 

$195, 759 

$308, 099 
356, 118 

% of 
payro l l 

.60 

. 50 

. 56 

3.01 
1. 57 

It i s of course obvious that not a l l emp loyees a f f ec ted by the proposed amendment 
u."d e l e c t to take fu l l or even part ia l advantage of the 30 year - age 55 prov i s i on . The 
p o r t i o n s who w i l l ava i l themse l ves of this prov is ion f r o m t ime to t ime w i l l v a r y a c co rd -
j-o e c onom i c and employment conditions which cannot be pred ic ted with any assurance of 
a. r a c y . It i s our opinion that the costs and l iab i l i t i es shown above could be sa fe ly reduced 
cne-half in the case of genera l employees and by two- th i rds in the case of t eachers . This 

Irion is based on our observat ion of the e f f e c t of s im i la r prov is ions in other r e t i r ement 
stems. F o r example , Connecticut T e a c h e r s ' Re t i r ement System has an actuar ia l ly equiva-
it r e t i r e m e n t p rov i s i on avai lable a f t e r 30 years of se rv i ce r e ga rd l e s s of age . Out of 253 
t i rements in the last f i s c a l year , 22 came under this 30-year ru le . Of course the proport ion 
raid have been h igher if fu l l pensions instead of actuar ia l ly reduced pensions had been ava i l -
le, but if the number had been t r ip l ed it would st i l l be consistent with the assumption stated 

ove. 

'hese f i g u r e s indicate the annual payments requ i red to amor t i z e the r e s e r v e inc reases over 

riods of 20, 25 and 30 y ea r s , r e spec t i v e l y . 
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Accordingly, if we assume that the actual utilization of the 30 year - age 55 pj 
sion wi l l be such that one-half of the maximum additional costs are incurred in the cas 
general employees and one-third in the case of teachers, the probable additional costs 
be as follows: 

Indicated Probable Cost of 30-Year - Age 55 Retirement Provis ion 

Increase in 
P re sent 
Reserves 

•Amortization Payment 
Over 

20 yrs . 25 yrs . 30 yrs . 

Increase in 
Future Se rv i c e , 

T f l 

Gen. EES, Male 
" " Female 

Total Gen. EES 

Teachers, Male 
Female 

Total Teachers 

$2,389,909 $155,961 $133,250 $118,380 
1, 498, 891 97, 814 83, 571 74. 245 

$3, 888, 800 $2 53. 77 5 $216, 821 $192.. 625 

$2,123,953 $138,605 $118,421 $105,206 
6,656,196 434,370 371,118 329,703 

$8, 780, 149 $572, 975 $489, 539 $434. 909 

P r e sent 
Amount 

$ 66, 876 
31, 004 

$ 97,880 

$102,700 
118,706 

$221,406 

pay 

l.C 

If the objection be made that it is unfair to tax employees entering at the higher l, 
md therefore not in a position to benefit f rom the proposed 30 year - age 55 provision, w: 
he costs incidental to such provision, it could be answered that it costs more to retire 
entrants at the higher ages (notwithstanding the reduction in their benefits due to shorter 
>enods of service), whereas such later entrants presently contribute no more than earlie 
intrants. 

•These f igures indicate the annual payments required to amortize the reserve i3S 

creases over periods of 20, 25 and 30 years, respectively. 

As a practical matter, the reserve increases would have to be financed by the £ 
or other employer. These increases are so substantial that it would appear impracticat 
finance them by means of additional contributions f rom present employees. The future t̂  
(normal) cost increases, on the other hand, could be financed by increasing present emp. 
contributions. It should be borne in mind, however, that employee contributions are wo 
only approximately 80% of similar employer contributions owing to the return-at-death 
feature. Thus, the. 28% necessary increase in general employee future service cost sha.-j 
be translated into a .35% employee contribution. Similarly, the necessary . 67% increas 
teachers ' future service cost should be translated into a .85% employee contribution. 

Certain variations of the above financial pattern are of course possible . For ex 
present employees could be assessed an additional 1% of payroll in lieu of the percentage 
indicated above, in which case the annual amortization payments could be reduced to son 
extent. The indicated reductions under such an arrangement wi l l be quoted upon request 
above remarks apply only to present employees, however, as it would be manifestly unju 
to shift the retirement costs of present employees to future new employees. 

While the indicated amortization payments may appear to represent formidable 
annual outlays, their relationship to total payroll should be borne in mind. On the 30-ye« 
amortization basis, for example, the total annual outlay is $627, 534, which amounts to le 
:han 1% of the total combined payrolls of $67, 700, 000. 
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Our conclusions with regard to the pract icab i l i ty and probable cost of introducing 
0 year - age 55 prov i s i on into the Re t i r ement System are summar i zed as fo l l ows : 

1. The addit ional cost involved is two- fo ld , consist ing of (a ) the future s e r v i c e 
cost increase for the average new entrant, and (b) the upward adjustment of present 

rves c a r r i e d on act ive m e m b e r s to compensate f o r the fact that such r e s e r v e s are geared 
esent r e t i r emen t p rov i s i ons . 

2. The future s e r v i c e (normal ) cost increase could be met in an equitable manner by 
; sing the contr ibutions of present and future emp loyees by modest sa lary percentages , 
(Heated he r e in . 

3. The r e s e r v e de f i c i enc i es are of such magnitude, however , that it would be i m -
:: cable to a s s e s s the result ing amort i za t ion costs against present act ive m e m b e r s , and 
-id be unjust t o a s s ess such costs against future m e m b e r s . Cons idered as percentages 
yro l l the l o n g - t e r m amort i za t ion costs appear f a i r l y reasonable ; it i s obvious, however , 
it the p a y r o l l base we re confined to ex ist ing m e m b e r s it would rapidly d e c r eas e . The 
prac t i ca l a l t e rnat i ve is f o r the emp l oye r s to assume at least the m a j o r port ion of such 

P a r t B - Surv ivorsh ip Benef i ts f o r T eache r s 

A c c o r d i n g to recent es t imates made by M r . Rober t J. M y e r s , Chief Ac tuary of the 
tl Secur i t y Admin i s t ra t i on , the long range l e ve l p remium cost of a l l o ld -age , surv i vo rs 
Usabi l i ty bene f i t s under the I960 Ac* is 9.07% of payro l l (excluding, of course , pay in 
ss of $4, 800) of which 7.05% re la tes to p r i m a r y o ld-age and disabi l i ty benef i ts and to 
s b e n e f i t s . The l ong - range l e v e l p r emium cost of surv i vorsh ip benef i ts is the r e f o r e 
nated at 2 .02%. A s appl ied to Rhode Island teachers the $255 max imum death benef i t 
ided under Soc ia l Secur i ty could be e l iminated in v i ew of the death benef i t ava i lable under 
xist ing l a w . 

The above f i g u r e s w e r e based on the genera l working population, which represents 
'o m a l e pay ro l l , approx imate l y . Since the Rhode Island T e a c h e r s ' payro l l is 69% f ema l e , 
c o n s e r v a t i v e l y es t imated that a system of surv i vorsh ip benef i ts s im i l a r to those o f f e r e d 
e F e d e r a l Soc ia l Secur i ty Ac t could be o f f e r ed f o r 1% of the combined male and f ema le 
e r p a y r o l l s , excluding those port ions of a l l sa la r i es in excess of $4, 800. This percentage 
course equiva lent to a somewhat sma l l e r percentage of total t eacher payro l l s in which 
ons of s a l a r i e s in e x c e s s of $4 800 are included. 

E x p e r i e n c e in Connecticut: E f f e c t i v e January 1. 1958, a sys tem of surv i vorsh ip 
f i ts patterned a f t e r the Fede ra l Socia l Securi ty Ac t , with var ia t i ons , was introduced into 
Connecticut T e a c h e r s ' Re t i r emen t System. Such benef i ts are approx imate ly equivalent 
nount to *he corresponding benef i ts under Social Secur i ty . An important var ia t ion is that 
surv i vorsh ip bene f i t s run to dependents of deceased act ive t eachers only, thus excluding 
nents to dependents of deceased re t i red t eachers . Howeve r payments to widows of de -
;ed ac t i ve t eache r s run until death or r e m a r r i a g e r e ga rd l e s s of the ex is tence number or 
of ch i ldren whereas under Soc ia l Secur i ty , payments to a widow under age 62 depend on 
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the ex is tence of a dependent chi ld or ch i ldren. W h e r e there a re ch i ldred under age 18, . 
addit ional bene f i ts consistent with those under Soc ia l Secur i t y a r e p r o v i d ed . Lump sun,jt 
benef i ts and payments to dependent parents and dependent husbands a r e a l s o prov ided . j5, 

tr.d 
The above benef i ts a re f inanced by an addit ional 1% of sa l a r y contr ibut ion fron 

t e a che r s . These contr ibutions are deducted f r o m sa l a r i e s and accumulated as " regula 
i n t e r e s t " s i m i l a r l y to the t e a c h e r s ' r egu la r 5% sa l a r y deduct ions. In case of the death 
teacher p r i o r to r e t i r ement (or p r i o r to the date when the s o - c a l l e d co -par t i c ipant optic 
becomes e f f e c t i v e ) both his 5% and 1% accumulat ions are appl ied, as f a r as they w i l l g. 
pay the lump sum death benef i t and any surv i vo r sh ip bene f i t s which m a y be due to depe 
in accordance with the t e r m s of the A c t . If and when such accumulat ions b e come exhat 
howeve r , the State assumes the payment of any fur ther bene f i t s due to dependents . Aa^U 
unuti l ized port ion of a deceased t e a c h e r ' s 5% and 1% accumulated deduct ions a r e payab 
his or her b e n e f i c i a r y . 

In case the teacher continues in s e r v i c e until r e t i r emen t , his 1% accumulations 
be e i ther taken in case or used to purchase addit ional r e t i r e m e n t bene f i t s at f a vo rab l e n 
ra tes . (A fur ther f ea ture is that a t eacher m a y contribute up to 3% addi t ional so l e l y as 
savings or f o r the purchase of addit ional r e t i r emen t annu i t i es . ) 

It is ev ident , t h e r e f o r e , that under this plan no t eache r can lost the bene f i t of h 
or her 1% assessment accumulat ion. Th is is an impor tant cons idera t i on to f e m a l e t ead 
to whom surv i vo rsh ip benef i ts a re appl icable to a cons ide rab l y l e s s e r extent than to mal 
t e ache r s . 

The es t imated p ro j e c t ed cost to the State (which assumes su r v i v o r sh ip payment 
only when the deceased t e a c h e r ' s accumulat ions become exhausted) was v e r y modera te , 
reaching 0.31% of pay ro l l a f t e r 25 y ea r s . F o r the f i r s t three y ea r s of operat ion , it was 
pected that State payments vo uld total $27, 500. The actual State payments o v e r that per 
we r e $32, 558. The mor ta l i t y of t eache rs has been f a vo rab l e on the who l e , although it e> 
perienced a t e m p o r a r y r i se immed i a t e l y a f t e r the s y s t em was p laced into opera t ion . 

It may be ment ioned that, in o rde r to assure that the State would expe r i ence nc 
ser ious l oss , the law was f r a m e d to prov ide that the 1% a s s e s s m e n t s a r e f o r f e i t a b l e in <ij 
of w i thdrawal at durat ions of l e s s than f i v e y ea r s , and that accumulated in t e r e s t on sue! 
a ssessments are f o r f e i t ab l e in case of subsequent w i thdrawa l . Such f o r f e i t u r e s amountu 
$86,400 as of June 30, I960, and this accumulat ion has nev e r been touched; thus, this 
precaution appears to have been en t i r e l y unnecessa ry . 

The undersigned has c o n f e r r e d with M r s . Doro thy S. L e w i s , Execu t i v e Secretar 
of the Connect icut T e a c h e r s ' Re t i r emen t Board, concerning the e xpe r i enc e to date with si 
v i v o r sh ip benef i ts in the Connect icut T e a c h e r s ' R e t i r e m e n t Sys t em . H e r opinion of the 
prac t i cab i l i t y of this f ea ture , based on three y ea r s of p rac t i ca l e x p e r i e n c e , is a lmost ent 
ly f a vo rab l e . H o w e v e r , she has some suggest ions f o r ce r ta in i m p r o v e m e n t s which she vr 
be p leased to make ava i lab le to the f r a m e rs of a co r respond ing law in Rhode Is land. 
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A copy of the Connecticut Ac t as it now stands is attached here to . If the general 
iciple s on which it is based are ser iously considered f o r Rhode Island teachers , it should 
loted what. ce r ta in improvements could we l l be made both in its prov is ions and its 
aseo logy . We shall be glad to cooperate in adapting the Connecticut Ac t to the Rhode 
md sys t em upon request . 

Respect fu l ly submitted, 

Russe l l O. Hooker , F . S . A . , F . C . A . S . 
Consulting Ac tuary 
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R U S S E L L O. H O O K E R 
Consult ing A c t u a r y 

750 Main St. 
H a r t f o r d 3 Connect icut 

January 2, 1961 

M r . John J . Cashman, Cha i rman 
Study C o m m i s s i o n on State Re t i r emen t Sys t em 
C i ty Ha l l 

P r o v i d e n c e 3, Rhode Is land 

Dear M r . Cashman: 

A t our con fe rence on D e c e m b e r 29, I960, I a g r e e d to e s t imate the 
annual cost of prov id ing w i d o w s ' bene f i t s f o r t eache rs in case of the i r death 
a f t e r r e t i r e m e n t . It i s understood that such bene f i t s would be approx ima t e l y 
equivalent to those prov ided under the Soc ia l Secur i t y A c t . 

The long t e r m l e v e l p r e m i u m cost of this bene f i t i s e s t imated at 1/2 
of 1% (one-hal f of one per cent) of the pay ro l l of a l l ac t i ve t eache r m e m b e r s , 
excluding port ions of pay in e x c e s s of $4, 800. A s s u m i n g that the cost would 
be borne by the t eachers , a fund supported by such contr ibut ions and the i r 
inves tment earn ings should be adequate to prov ide the above bene f i t f o r the 
w idows of p resen t l y act ive t eache rs in case of the i r death a f t e r r e t i r e m e n t . 
Such accumulated contr ibutions would not be subject to w i thdrawa l at death or 
t e rminat ion of emp loyment , and could only be used to pay w i d o w s ' bene f i t s as 
outlined above . 

A p rob l em would probably a r i s e in re la t ion to the attitude of f e m a l e 
t eachers toward being obl iged to mee t a pay ro l l tax to prov ide a bene f i t 
ch ie f l y appl icable to ma l e t e a che r s . H o w e v e r , since the p a y r o l l percentage 
f i gure would be m o r e than t r i p l ed if a s s e s s e d against the ma l e t e a che r s alone, 
it appears essent ia l that a l l t eache rs be r equ i r ed to contr ibute . Dependent 
w i d o w e r s ' and dependent parents ' bene f i t s , f r o m which some f e m a l e t eache rs 
would benef i t , could be included, but these bene f i t s account f o r only a sma l l 
f rac t i on of the 1/2 of 1% a s s e s s m e n t . 

The fund resul t ing f r o m such accumulat ions should have ac tuar ia l 
attention f r o m t ime to t ime as a check on i ts su f f i c i ency wi th re la t ion to bene-
f i t s p rov ided . 

S inc e r e l y yours , 

/s/ Russe l l O. Hooke r 
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