Lawrence J. Mancini
Finance Director

Jorge O. Elorza
Mayor

Finance Department
“Building Pride In Providence”

March 16, 2018

Honorable David Salvatore
City Council President
Providence City Council
25 Dorrance Street
Providence, Rl 02903

Dear President Salvatore:
As of this date, | am hereby respectfully transmitting to the City Council, the Actuarial Valuation and Review as of

July 1, 2016 of The Employee Retirement System of the City of Providence, as prepared by our actuarial firm,
Segal Consulting.

Very truly yours

7
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,/ }7 /[24/7 ('/'zm"/
L §

Lawrence J. cini
Finance Director and Chairman, the Employee Retirement System of the City of Providence

CC:

Lori Hagen, City Clerk

Melissa Malone, Chief Operating Officer
Sara Silveria, Deputy Finance Director

City Hall o Providence, Rhode Island 02903 o (401) 421-7740
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¥ Segal Consulting

SECTION 3:  Supplemental Information for The Employee Retirement System of the City of Providence

EXHIBIT A
Table of Plan Coverage — Class A

Year Ended June 30
Change From

Category 2016 2015 Prior Year
Active participants in valuation:

Number 2,121 2,158 -1.7%

Average age 48.8 48.3 N/A

Average years of service 12.1 1.7 N/A

Total compensation $87,486,700 $85,583,048 2.2%

Average compensation 41,248 39,659 4.0%

Participant contributions 97,873,558 92,506,889 5.8%
Inactive participants entitled to a refund of employee contributions 393 364 8.0%
Inactive participants with a vested right to a deferred or immediate benefit 48 40 20.0%
Retired participants:

Number in pay status 1,483 1,461 1.5%

Average age 72.4 72.2 N/A

Average monthly benefit $1,535 $1,540 -0.3%

Number in suspended status 3 3 0.0%
Disabled participants:

Number in pay status 85 86 -1.2%

Average age 68.7 68.0 N/A

Average monthly benefit $1,630 $1,619 0.7%
Beneficiaries in pay status:

Number in pay status 196 195 0.5%

Average age 78.4 78.8 N/A

Average monthly benefit $1,258 $1,182 6.4%

Note: Includes elected officials.




3¢ Segal Consulting

SECTION 3:  Supplemental Information for The Employee Retirement System of the City of Providence

EXHIBIT B
Table of Plan Coverage — Class B

Year Ended June 30
Change From

Category 2016 2015 Prior Year
Active participants in valuation:

Number 768 854 -10.1%

Average age 43.3 43.0 N/A

Average years of service 15.8 15.5 N/A

Total compensation $50,750,128 $55,325,831 -8.3%

Average compensation 66,081 64,784 2.0%

Participant contributions 83,441,077 88,296,591 -5.5%
Inactive participants entitled to a refund of employee contributions 28 26 7.7%
Inactive participants with a vested right to a deferred or immediate benefit 4 2 100.0%
Retired participants:

Number in pay status 670 617 8.6%

Average age 64.9 65.3 N/A

Average monthly benefit $3,316 $3,373 -1.7%
Disabled participants:

Number in pay status 399 399 0.0%

Average age 66.0 65.5 N/A

Average monthly benefit $4,781 $4,834 -1.1%
Beneficiaries in pay status:

Number in pay status 352 336 4.8%

Average age 754 74.7 N/A

Average monthly benefit $2,693 $2,679 0.5%
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7% Segal Consulting

SECTION 3:

Supplemental Information for The Employee Retirement System of the City of Providence

EXHIBIT C

Participants in Active Service as of June 30, 2016 — Class A

By Age, Years of Service, and Average Compensation

Years of Service

Age Total 0-4 5-9 10-14 15-19 20-24 25-29 30-34 35-39 40 & over
Under 25 26 26 .- .- .- -- -- -- -- --
$31,044 $31,044 .- -- .- -- -- .- -- --

25-29 118 98 19 1 -- “- .- -- -- --
$33,374 $33,702 $31,203 $42,481 .- “a .- .- -- --

30-34 155 73 66 15 1 -- - .- .- --
$38,909 $38,764 $36,824 $46,923 $66,924 -- .- -- -- --

35-39 192 60 47 45 39 1 .- -- - --
$41,337 $46,542 $36,310 $40,214 $41,180 $21,865 -- -- -- --

40 - 44 253 54 50 54 72 21 2 -- -- --
$41,425 $41,976 $37,148 $41,044 $42,597 $47,849 834,068 -- -- --

45 - 49 352 87 58 32 72 55 26 2 -- --
$43,922 $38,617 $38,740 $45,044 $46,236 $48.542 $53,307 $63,467 -- --

50-54 375 68 69 64 76 55 39 3 1 --
$42,161 $34,751 $36,007 $39,085 $41,745 $49,175 $59,330 $69,890 $60,530 --

55-59 301 41 59 45 74 46 29 5 2 --
$41,952 $35,138 $34,012 $41,266 $39,560 $49,559 $57,973 $64,174 $56,988 --

60 - 64 222 25 40 34 55 34 23 3 5 3
$42,313 $35,178 $38,604 $45,129 $38,794 $42,568 $48,005 $47,880 $78,694 $71,098

65 - 69 88 9 15 19 14 9 15 1 4 2
$41,084 $38,054 $32,370 $43,478 $41.368 $45,731 $46,574 $49,455 $37.423 $36.,403

70 & over 39 2 4 10 13 6 2 1 -- 1
$35,537 $17,804 $41,205 $36,966 $32,808 $43,948 $15,430 $52,767 -- $42,020

Total 2,121 543 427 339 416 227 136 15 12 6
$41,248 $37,606 $36,346 $41,897 $41,607 $47,592 $53,550 $60,222 $59,806 $54,686
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3% Segal Consulting

SECTION 3:

Supplemental Information for The Employee Retirement System of the City of Providence

EXHIBIT D

Participants in Active Service as of June 30, 2016 - Class B
By Age, Years of Service, and Average Compensation

Years of Service

Age Total 04 5-9 10-14 16-19 20 -24 25-29 30-34 35-39

Under 25 19 19 o - it .- o o b
$47,809 $47,809 - - . e - - we
25-29 66 60 6 - .- e =a - i
$50,931 $49,491 $65,334 aia - - - - .
30-34 92 39 47 5 1 aa o as .-
$60,629 $54,092 $65,425 $64,370 $71,446 - PR - -
35-39 104 15 36 44 9 i -- - -
$63,446 $49,566 $65,007 $65,779 $68,927 &5 -- . -
40 - 44 98 4 17 38 35 4 . - W
$65,565 $44,739 $65,521 $65,154 $68,279 $66,739 - - n
45 -49 176 4 7 37 30 79 19 . .-
$69,699 $55,859 $65,910 $65,690 469,671 $71,827 $73,014 -- -
50-54 129 i 2 10 9 43 57 7 1
$72,020 - $64,371 $65,467 $70,700 $70,936 $72,666 $85,494 $80,260
5559 69 - - 3 4 15 28 15 4
$74,745 - s $63,748 $64,657 $69,407 $74,048' $84,992 $79,553
60 - 64 15 - - ma 1 3 4 3 5
$77,580 - “a -e $60,733 $67,055 474,101 $67,867 493,935
Total 768 141 115 137 89 144 108 24 10
$66,081 $50,591 $65,315 $65,463 $68,847 $71,068 $73,138 $83,711 $86,815
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SECTION 3:  Supplemental Information for The Employee Retirement System of the City of Providence

EXHIBIT E
Service Retirees as of June 30, 2016

Class A Class B Total
Age Number Amount Number Amount Number Amount
40-44 0 $0 1 $24,740 1 $24,740
45-49 1 22,889 23 662,993 24 685,881
50-54 15 447,950 101 3,187,045 116 3,634,995
55-59 110 2,461,888 114 4,223,990 224 6,685,878
60-64 245 5,541,776 124 5,148,852 369 10,690,628
65-69 276 5,539,588 112 4,921,398 388 10,460,986
70-74 246 4,158,081 70 3,398,443 316 7,556,525
75-79 216 3,201,026 39 1,637,348 255 4,838,374
80-84 165 2,536,739 40 1,755,363 205 4,292,102
85-89 129 2,250,628 30 1,147,180 159 3,397,809
90-94 61 914,880 12 474,012 73 1,388,893
95-99 16 192,401 4 76,889 20 269,291
100 & over 3 41.675 0 0 3 41.675
Total 1,483 $27,309,524 670 $26,658,253 2,153 $53,967,777
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SECTION 3:  Supplemental Information for The Employee Retirement System of the City of Providence

EXHIBIT F
Class A Disabled Retirees as of June 30, 2016

Ordinary Accidental Total
Age Number Amount Number Amount Number Amount
40-44 0 $0 1 $33,665 1 $33,665
45-49 1 28,595 0 0 1 28,595
50-54 2 18,742 4 109,463 6 128,204
55-59 7 85,073 3 75,082 10 160,155
60-64 4 43,608 9 224,296 13 267,904
65-69 1 4,087 10 211,651 11 215,739
70-74 1 21,352 12 262,948 13 284,300
75-79 1 10,720 16 271,650 17 282,370
80-84 0 0 7 122,706 7 122,706
85-89 0 0 5 115,810 5 115,810
90-94 0. 0 1 23,234 1 23,234
95-99 0 0 0 0 0 0
100 & over 0 0 0 0 0 0
Total 17 $212,177 68 $1,450,505 85 $1,662,682
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SECTION 3:  Supplemental Information for The Employee Retirement System of the City of Providence

EXHIBIT G
Class B Disabled Retirees as of June 30, 2016

Ordinary Accidental Total
Age Number Amount Number Amount Number Amount
25-29 0 $0 0 $0 0 $0
30-34 0 0 1 36,028 1 36,028
35-39 0 0 0 0 0 0
40-44 2 35,228 5 199,381 7 _ 234,608
45-49 4 84,953 17 704,810 21 789,763
50-54 4 87,431 32 1,260,865 36 1,348,296
55-59 3 74,325 51 2,489,826 54 2,564,151
60-64 2 30,333 47 2,444,376 49 2,474,709
65-69 0 0 80 4,807,291 80 4,807,291
70-74 0 0 64 4,214,380 64 4,214,380
7579 0 0 b} 3,034,671 42 3,034,671
80-84 0 0 27 2,203,711 27 2,203,711
85-89 1 19,104 12 827,757 13 846,861
90-94 0 0 3 278,793 3 278,793
95-99 0 0 1 18,194 1 18,194
100 & over 0 0 i1 38.951 i 38.951
Total 16 $331,373 383 $22,559,033 399 $22,890,406
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SECTION 3:  Supplemental Information for The Employee Retirement System of the City of Providence

EXHIBIT H
Beneficiaries as of June 30, 2016

Class A Class B Total

Age Number Amount Number Amount Number Amount
Under 20 0 $0 0 $0 0 $0
20-24 0 0 0 0 0 0
25-29 0 0 0 0 0 0
30-34 0 0 0 0 0 0
35-39 0 0 0 0 0 0
40-44 2 17,928 0 0 2 17,928
45-49 1 52,776 3 92,148 4 144,924
50-54 3 17,868 10 230,256 13 248,124
55-59 10 153,648 21 481,680 31 635,328
60-64 18 348,624 36 1,108,380 54 1,457,004
65-69 19 340,656 45 1,413,156 64 1,753,812
70-74 17 208,020 50 1,777,464 67 1,985,484
75-79 21 322,392 41 1,782,108 62 2,104,500
80-84 30 428,808 56 2,076,480 86 2,505,288
85-89 42 704,544 50 1,529,952 92 2,234,496
90-94 19 202,080 33 745,188 52 947,268
95-99 8 105,228 3 71,232 11 176,460
100 & over 6 55,428 2 34,368 8 89,796
Certain Only 0 0 2 31.704 2 31,704
Total 196 $2,958,000 352 $11,374,116 548 $14,332,116
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SECTION 3:  Supplemental Information for The Employee Retirement System of the City of Providence

EXHIBIT I

Summary Statement of Income and Expenses on an Actuarial Value Basis

Year Ended June 30, 2016 Year Ended June 30, 2015
Actuarial value of assets at the beginning of the year $353,520,549 $338,253,329
Contribution income:
Employer contributions $70,704,000 $66,876,000
Employee contributions 12.043.000 11.624.000
Net contribution income 82,747,000 78,500,000
Net investment income 21.019.880 34.418.220
Total income available for benefits $103,766,880 $112,918,220
Less benefit payments -$108,193,000 -$97,651,000
Change in reserve for future benefits -$4,426,120 $15,267,220
Actuarial value of assets at the end of the year $349,094.429 $353,520,549

Note: Investment income is net of investment expenses.
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SECTION 3:  Supplemental Information for The Employee Retirement System of the City of Providence

EXHIBIT J
Development of the Fund Through June 30, 2016

Actuarial

. Net Value of

Year Ended Employer Employee Investment Benefit Assets at
June 30 Contributions Contributions Return Payments End of Year
2011 $56,654,000 $10,708,000 $17,222,288 $89,636,000 $422,839,189
2012 48,583,000 10,291,000 3,391,253 99,273,000 385,106,813
2013 58,145,000 10,940,000 18,231,552 95,402,000 380,484,015
2014 62,140,000 10,873,000 38,601,141 96,570,000 338,253,329
2015 66,876,000 11,624,000 34,418,220 97,651,000 353,520,549
2016 70,704,000 12,043,000 21,019,880 108,193,000 349,094,429

Notes: Net investment return is net of investment expenses.

Assets as of July 1, 2013 and earlier years include the discounted contribution expected to be paid by the City for the fiscal year following the
valuation date.

Figures do not add due to the inclusion of discounted contributions in 2013 and earlier years.
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SECTION 3:  Supplemental Information for The Employee Retirement System of the City of Providence

EXHIBIT K
Definitions of Pension Terms

The following list defines certain technical terms for the convenience of the reader:

Assumptions or actuarial
assumptions: The estimates on which the cost of the Plan is calculated including:

(a) Investment return — the rate of investment yield that the Plan will earn over
the long-term future;

(b) Mortality rates — the death rates of employees and pensioners; life
expectancy is based on these rates;

(c) Retirement rates — the rate or probability of retirement at a given age;

(d) Turnover rates — the rates at which employees of various ages are expected
to leave employment for reasons other than death, disability, or retirement.

Normal cost: The amount of contributions required to fund the benefit allocated to the current year
of service.

Actuarial accrued liability

for actives: The equivalent of the accumulated normal costs allocated to the years before the
valuation date.

Actuarial accrued liability
for pensioners: The single sum value of lifetime benefits to existing pensioners. This sum takes

account of life expectancies appropriate to the ages of the pensioners and the interest
that the sum is expected to earn before it is entirely paid out in benefits.

Unfunded actuarial accrued

liability: The extent to which the actuarial accrued liability of the Plan exceeds the assets of the
Plan. There are many approaches to paying off the unfunded actuarial accrued
liability, from meeting the interest accrual only to amortizing it over a specific period
of time.
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SECTION 3:  Supplemental Information for The Employee Retirement System of the City of Providence

Amortization of the unfunded
actuarial accrued liability:

Investment return:

Payments made over a period of years equal in value to the Plan’s unfunded actuarial
accrued liability.

The rate of earnings of the Plan from its investments, including interest, dividends and
capital gain and loss adjustments, computed as a percentage of the average value of
the fund. For actuarial purposes, the investment return often reflects a smoothing of
the capital gains and losses to avoid significant swings in the value of assets from one
year to the next.
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SECTION 4:

Reporting Information for The Employee Retirement System of the City of Providence

EXHIBIT |
Summary of Actuarial Valuation Results

The valuation was made with respect to the following data supplied to us:

L

Retired participants as of the valuation date (including 548 beneficiaries in pay status and 3 retired

participants in suspended status) 3,188
2. Participants active during the year ended June 30, 2016, with projected fiscal 2017 payroll

of $143,311,247 2,889
3. Inactive participants with a right to a return of their employee contributions as of June 30, 2016 421
4. Inactive participants with a vested right to a deferred or immediate benefit as of June 30, 2016 52

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

1.
2
3,
4

Total normal cost

Expected employee contributions
Employer normal cost: (1) + (2)
Actuarial accrued liability

Retired participants and beneficiaries $904,791,805
Inactive participants 13,306,418
Active participants 412,203,039

Actuarial value of assets ($333,287,000 at market value)
Unfunded actuarial accrued liability: (4) - (5)

$18,973,208
-11.354.985
$7,618,223
1,330,301,262

349,094,429
981,206,833
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SECTION 4:  Reporting Information for The Employee Retirement System of the City of Providence

EXHIBIT I (continued)
Summary of Actuarial Valuation Results

The actuarial factors projected to July 1, 2017 are as follows:

N =

= NV TN

Employer normal cost, adjusted for timing $8,547,462
Unfunded actuarial accrued liability 997,871,907
Payment on 1995 deferral, adjusted for timing 464,222
Payment on remaining unfunded actuarial accrued liability, adjusted for timing 69,111,434
Total recommended fiscal 2017 contribution: (1) + (3) + (4) $78.123.118
Projected compensation $148,327,141

Total recommended contribution as a percentage of projected compensation: (5) + (6) 52.67%

Notes: Fiscal 2017, 2018 and 2019 contributions set at budgeted amounts.

Recommended contributions are assumed to paid on June 30. If the contribution is made after June 30, Segal will calculate the additional interest
charge based on the date of payment.
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SECTION 4:  Reporting Information for The Employee Retirement System of the City of Providence

EXHIBIT Il
Funded Ratio

A critical piece of information regarding the Plan's financial status is the funded ratio. This ratio compares the actuarial value
of assets to the actuarial accrued liabilities of the Plan as calculated. High ratios indicate a well-funded plan with assets
sufficient to cover the plan's actuarial accrued liabilities. Lower ratios may indicate recent changes to benefit structures,
funding of the plan below actuarial requirements, poor asset performance, or a variety of other factors.

These measurements are not necessarily appropriate for assessing the sufficiency of System assets to cover the estimated cost
of settling the System’s benefit obligation or the need for or the amount of future contributions.

On a market value basis, the funded ratio has decreased from 26.9% as of July 1, 2015 to 25.1% as of July 1, 2016. On an
actuarial value basis, the funded ratio has decreased from 27.1% as of July 1, 2015 to 26.2% as of July 1, 2016.

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
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SECTION 4:  Reporting Information for The Employee Retirement System of the City of Providence

EXHIBIT Il

Actuarial Assumptions and Actuarial Cost Method

Rationale for Demographic and
Noneconomic Assumptions:

Mortality Rates:
Pre-Retirement
Class A Healthy:

Class B Healthy:

Postretirement
Class A Healthy:

Class B Healthy:

Class A and B Disabled Retirees:

3% Segal Consulting

The information and analysis used in selecting each assumption that has a significant
effect on this actuarial valuation is shown in the Actuarial Experience Review as of
June 30, 2015, dated March 25, 2016.

RP-2014 Employee Mortality Table with MP-2014 improvement projections backed
out to a base year of 2006 and projected generationally with Scale BB2D

RP 2014 Blue Collar Employee Mortality Table with MP-2014 improvement

projections backed out to a base year of 2006 and projected generationally with Scale
BB2D

RP-2014 Healthy Annuitant Mortality Table with MP-2014 improvement projections
backed out to a base year of 2006 and projected generationally with Scale BB2D, set
forward one year

RP-2014 Blue Collar Healthy Annuitant Mortality Table with MP-2014 improvement
projections backed out to a base year of 2006 and projected generationally with Scale
BB2D, set forward one year

RP 2014 Blue Collar Healthy Annuitant Mortality Table with MP-2014 improvement

projections backed out to a base year of 2006 and projected generationally with Scale
BB2D, set forward three years
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SECTION 4:  Reporting Information for The Employee Retirement System of the City of Providence

Annuitant Mortality Rates"

Rate per year (%)
Class A
Healthy Disabled
Age Male Female Male Female
55 0.64 0.41 0.77 0.54
60 0.89 0.66 1.18 0.88
65 1.39 1.07 1.96 1.40
70 223 1,72 3.19 2.26
75 3.66 2.76 5.23 3.70
80 6.11 4.62 8.60 6.26
85 10.45 8.15 14.19 10.82
90 17.77 14.26 22.40 17.84
Class B
Healthy Disabled
Age Male Female Male Female
55 0.68 0.45 0.77 0.54
60 0.98 0.72 1.18 0.88
65 1.60 1.16 1.96 1.40
70 2.63 1.87 3.19 2.26
75 4.29 3.03 523 3.70
80 7.05 5.05 8.60 6.26
85 11.61 8.71 14.19 10.82
90 19.01 14.81 22.40 17.84

* Mortality rates shown do not reflect generational projection.
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SECTION 4:  Reporting Information for The Employee Retirement System of the City of Providence

Termination Rates before Retirement: Class A - Rate (%)
Mortality
Age Male Female Disability
20 0.05 0.02 0.02
25 0.05 0.02 0.03
30 0.05 0.02 0.05
35 0.06 0.03 0.08
40 0.08 0.05 0.10
45 0.12 0.08 0.18
50 0.20 0.12 0.22
55 0.30 0.17 0.28
60 0.50 0.28 0.36

Notes: Mortality rates do not reflect generational projection.
33.33% of the disability rates shown represent accidental disability.
40.00% of the death rates shown represent accidental death.

Class B — Rate (%)

Mortality
Age Male Female Disability
20 0.07 0.02 0.08
25 0.07 0.02 0.13
30 0.06 0.02 0.19
35 0.07 0.03 0.25
40 0.10 0.05 0.37
45 0.16 0.09 0.66
50 0.26 0.13 1.14
55 0.38 0.19 1.64
60 0.64 0.31 2.28

Notes: Mortality rates do not reflect generational projection.
90% of the disability rates shown represent accidental disability.
50% of the death rates shown represent accidental death.
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SECTION 4:  Reporting Information for The Employee Retirement System of the City of Providence

Withdrawal Rates: Rate per year (%)

Age Class A Age Class B
20 14.00 20 2.50
25 11.50 25 1.90
30 9.00 30 1.40
35 6.50 35 0.90
40 5.00 40 0.55
45 3.75 45 0.35
50 2.50 50 0.15
55 1.25 35 0.00
60 0.00 60 0.00
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SECTION 4:  Reporting Information for The Employee Retirement System of the City of Providence

Retirement Rates: Rate per year A.x.v
Age Class A Class B
Fewer than 10 10 Years of
Years of Service  Service or More

40 2.00 4,50 5.50
41 225 5.00 5.50
42 2.50 5.50 5.50
43 2.75 6.00 5.50
44 3.00 6.50 5.50
45 3:25 7.00 5.75
46 3.50 7.50 6.00
47 3.75 8.00 6.25
48 4.00 8.50 6.50
49 425 9.00 6.75
50 4.50 9.50 7.00
51 5.00 10.00 7.25
52 5.50 10.50 7.50
53 6.00 11.00 7.75
54 6.50 11.50 8.00
55 7.00 12.00 10.00
56 7.00 12.00 12.50
a7 7.00 12.00 15.00
58 7.00 12.00 17.50
59 7.00 12.00 25.00
60 10.00 12.50 100.00
61 11.00 13.50 --

62 12.00 14.50 --
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SECTION 4:  Reporting Information for The Employee Retirement System of the City of Providence

Retirement Rates (continued): Rate per year (%)

Age Class A Class B
Fewer than 10 10 Years of
Years of Service  Service or More
63 13.00 16.00 --
64 14.00 17.50 --
65 15.00 20.00 --
66 —74 15.00 20.00 --
75 100.00 100.00 --

Retirement Age for Vested

Former Participants: Vested former participants who terminated after June 30; 2013
Assumed to retire at minimum age for a Normal Service Retirement.

Vested participants who terminated prior to June 30, 2013
Assumed to take an immediate refund of their employee contributions.

Current active participants who terminate after valuation date

Participants in the Fire department who terminate with 20 or more years of service are
assumed to retire on their 25™ anniversary of employment. Other participants who
terminate at age 45 or older and are vested are assumed to retire at their minimum age
for a Normal Service Retirement and who terminate prior to age 45 or without vesting
are assumed to take an immediate refund of their employee contributions.

The retirement age for inactive vested participants was based on historical and current
demographic data, adjusted to reflect economic conditions of the area and estimated
future experience and professional judgment.

Unknown Data for Participants: Same as those exhibited by participants with similar known characteristics. For
retirees missing beneficiary information, Class A members who elected Option 2 or 3
are assumed to have a beneficiary of the opposite sex with males three years older
than females. Class B members who did not elect Option 1 are assumed to be married
to someone the same age.

Percent Married: 80%.
7% Segal Consulting
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SECTION 4:

Reporting Information for The Employee Retirement System of the City of Providence

Age of Spouse: Females three years younger than males for Class A. Females and males the same age
for Class B.

Benefit Election: All participants are assumed to elect the Maximum Retirement Option.

Net Investment Return: 8.00%

Interest on Employee Contributions:

Salary Increases:

4.00%, compounded weekly. No interest for inactive members after five years.

3.5% per year, before reflecting longevity.

Base wages are increased by the following percentages to reflect longevity

compensation:

Class A
Years of Service
5-10
10-15
15-20
20+
Years of Service
7-12
12-17
17-20
20+

Rate of base wage increase (%)

Hired on or before October 23, 1999
4%
5%
6%
7%
Hired after October 23, 1999
3%
1%
5%
6%

Class B - Fire
Years of Service
5-10
10-15
15-20
20+
Years of Service
5-10
10-15
15-20
20+

Rate of base wage increase (%)

Hired on or before June 30, 1996
8%
9%
10%
11%
Hired after June 30, 1996
7%
8%
9%
10%
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Class B - Police
Years of Service
6-11
11-16
16-21
21+
Years of Service
6-11

Rate of base wage increase (%)

Hired on or before June 30, 1998
8%
9%
10%
11%
Hired after June 30, 1998
7%

11-16 8%
16-21 9%
21+ 10%

Total Service:

2016 Salary:

COLA:

7% Segal Consulting

Total service is based on date of hire provided in the data. In addition, 1.0 and 0.5
years of service were added to the service totals for participants of the Police and Fire
departments, respectively, to estimate the impact of Purchased Service.

Salaries for the year ending June 30, 2016 are equal to the total of pensionable wages
earned during the plan year as provided in the data, except for participants who were
hired during the plan year, those who were in transition from active to retiree status as

of July 1, 2016 and participants receiving worker’s compensation, for whom current
rate of pay was provided.

COLAs commence on January 1, 2023, except for widows of accidental death
participants who receive an immediate COLA and participants identified by the City
who opted out of the Consent Judgments agreed to by the City.

For participants who opted out of the Consent Judgements, COLA’s will commence
on January 1, 2036, when the Plan was projected to be greater than 70% funded with
the prior valuation. Any Class B retired participant whose total benefit is greater than
the base of compensation of a current employee holding the same rank that the retiree
held at the time of retirement will not receive 2 COLA in any year until this is no
longer true. We have assumed that Class B average compensation for all ranks will
increase by 3.5% per year. Future COLAs will not exceed 3% per year.

40




> Segal Consulting

SECTION 4: Reporting Information for The Employee Retirement System of the City of Providence

Actuarial Value of Assets: Market value of assets as reported in the City’s Financial Statement less unrecognized
returns in each of the last five years. Unrecognized return is equal to the difference
between the actual market return and the expected market return, and is recognized
over a five-year period, further adjusted, if necessary, to be within 20% of the market
value.

Actuarial Cost Method: Entry Age Normal Actuarial Cost Method. Entry Age is the age of the participant at
date of hire. Normal Cost and Actuarial Accrued Liability are calculated on an
individual basis and are allocated by salary. Normal Cost is determined by using the
plan of benefits applicable to each participant.

Changes in Assumptions: None.
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SECTION 4:  Reporting Information for The Employee Retirement System of the City of Providence

EXHIBIT IV
Summary of Plan Provisions

This exhibit summarizes the major provisions of the Plan included in the valuation. It is not intended to be, nor should it be
interpreted as, a complete statement of all plan provisions.

Plan Year:

July 1 through June 30

Normal Service Retirement

Age and Service Requirements:

The minimum age for normal service retirement is:
Class A members hired prior to July 1, 1995:

Age 55 or the age at which 25 years of service are completed, if earlier.
Class A members hired between July 1. 1995 and June 30. 2004:

Age 55 or the age at which 30 years of service are completed, if earlier.
Class A members hired between July 1. 2004 and June 30. 2009:

Age 60 or the age at which 30 years of service are completed, if earlier.
Class A members hired on or after July 1, 2009:

Age 62 with 10 years of service or the age at which 30 years of service are
completed, if earlier.

Class B members hired prior to July 1. 2004:

Age 55 or the age at which 20 years of service are completed, if earlier.

Class B members of the Police Department hired between July 1. 2004 and June 30
2011 and Class B members of the Fire Department hired between July 1. 2004 and
June 30, 2012:

Age 55 or the age at which 23 years of service are completed, if earlier.

Class B members of the Police Department hired on or after July 1, 2011 and Class B
members of the Fire Department hired on or after July 1, 2012:

Age 55 or the age at which 25 years of service are completed, if earlier.
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Amount:

Annuity Based on

Member Contributions: An annuity which is the actuarial equivalent of his or her accumulated contributions at
the time of his or her retirement.

Pension Based on City

Contributions:

Class A members hired prior to July 1, 1996:

A pension which, when added to the annuity, exclusive of any excess annuity, will
give a total retirement allowance of 2.5% of final compensation for each year of
total service credited not in excess of 20 years, plus 2% of final compensation for
each year of total service credited in excess of 20 years, limited to 100% of final
compensation.

Class A members hired on or after July 1, 1996:

A pension which, when added to the annuity, exclusive of any excess annuity, will
give a total retirement allowance of 2% of final compensation for each year of
total service credited, limited to 100% of final compensation.

Fire:
A pension which, when added to the annuity, exclusive of any excess annuity, will
give a total retirement allowance of 2.5% of final compensation for each year of
total service credited not in excess of 20 years, plus 2% of final compensation for
each year of total service credited in excess of 20 years, limited to 75% of final
compensation.

Police:

A pension which, when added to the annuity, exclusive of any excess annuity,
equals:

*mm@m_ Consulting
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Members hired prior to September 1, 2001:

Years of Percentage of Final Years of Percentage of Final
Service Compensation Service Compensation
Prior to 20 2.5% per year 26 62%

20 50% 27 64%

21 52% 28 66%

22 54% 29 68%

23 56% 30 75%

24 58% 31 72%

25 65% 32 80%

Members hired on or after September 1, 2001 and prior to July 1, 2011:

Years of Percentage of Final Years of Percentage of Final
Service Compensation Service Compensation
Prior to 20 2.5% per year 26 62%

20 50% 27 64%

21 52% 28 66%

22 54% 29 68%

23 56% 30 70%

24 58% 31 72%

25 60% 32 75%

Members hired on or after July 1, 2011:

Years of Percentage of Final Years of Percentage of Final
Service Compensation Service Compensation
Prior to 25 2.0% per year 30 62.5%

25 50.0% 31 65.0%

26 52.5% 32 67.5%

27 55.0% 33 70.0%

28 57.5% 34 72.5%

29 60.0% 35 75.0%
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SECTION 4:  Reporting Information for The Employee Retirement System of the City of Providence

For Non-Union members of the Police Department, the same benefits as described
above, but with a maximum benefit of 75% of compensation.

Final compensation is the average of the highest four years of base compensation
including longevity pay earned by a member during his total service as an employee.

Early Retirement:
Age Requirement:

Service Requirement:

Amount:

Age 55 for Class A members hired on or after July 1, 2004. Other members will not
receive early retirement benefits.

10 years of service.

Class A members hired between July 1. 2004 and June 30, 2009:

The member’s Normal Service Retirement benefit reduced by 5/12% per month
for each month between retirement commencement and age 60.

Class A members hired on or after July 1, 2009:

The member’s Normal Service Retirement benefit reduced by 5/12% per month
for each month between retirement commencement and age 62.

Deferred Retirement:
Age Requirement:

Service Requirement:

Amount:

Minimum age for Normal Service Retirement.
10 years of service.

Same as Normal Service Retirement.

Any member who withdraws from employment is eligible to receive a refund of his or
her accumulated contributions at withdrawal, in lieu of a Deferred Retirement benefit.
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Ordinary Disability Retirement:

Age Requirement: None.
Service Requirement: For members of the Police Department, 10 years of service, but fewer than 20. For all
others, 10 years of service.
Amount:
Annuity Based on
Member Contributions: An annuity which is the actuarial equivalent of his or her accumulated contributions at

the time of his retirement.

Pension Based on City
Contributions:

Class A members:

A pension which, when added to the annuity, exclusive of any excess annuity, will
give a total retirement allowance of 90% of 2% of final compensation for each
year of total service which would have been credited had the member continued in
service to the minimum age for a Normal Service Retirement. Such retirement

allowance, exclusive of any excess annuity, is not to exceed 45% of final
compensation.

Police:

A pension which, when added to the annuity, will give a total retirement allowance
equal to a percentage of final compensation, as described in the following table:

Years of Percentage of Final Years of Percentage of Final
Service Compensation Service Compensation
10 22.50% 15 33.75%
11 24.75% 16 36.00%
12 27.00% 17 38.25%
13 29.25% 18 40.50%
14 31.50% 19 42.75%

¥ Segal Consulting
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A pension which, when added to the annuity, exclusive of any excess annuity, will
give a total retirement allowance of 90% of 2.5% of final compensation for each
year of total service which would have been credited had the member continued in
service to the minimum age for a Normal Service Retirement. Such retirement
allowance, exclusive of any excess annuity, is not to exceed 45% of the member’s
final compensation.

Accidental Disability Retirement:
Age Requirement:
Service Requirement:
Amount:

Annuity Based on
Member Contributions:

Pension Based on City
Contributions:

> Segal Consulting

None.
None.

An annuity that is the actuarial equivalent of his or her accumulated contributions
at the time of his or her retirement.

A pension of 66-2/3% of final compensation, but not less than the Normal Service
Retirement allowance. Upon the death of a member within 5 years after accidental
disability retirement as a result of an accident while in the performance of duty, a
pension of one-half of the member’s final compensation is paid to his or her
widow until he or she dies or remarries, at which point the pension is paid to his or
her child or children until they attain age 19. Upon the death of a Class B member
beyond 5 years, 67.5% of his or her monthly benefit will be paid to his or her
surviving spouse.
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Accidental Death Benefit:
Age Requirement:
Service Requirement:

Amount:

None.
None.

If a member dies due to an accident in the performance of duty, a pension of one-half
of the member’s final compensation is paid to his or her surviving spouse until he or
she dies or remarries, at which point the pension is payable to his or her child or
children until they attain age 19. If there are no other dependents, the pension is
payable to his or her dependent parents. In addition, a lump sum payment of the
member’s accumulated contributions is made.

Ordinary Death Benefit:

Should a member die before retirement, his or her estate or beneficiary is entitled to a
refund of the member’s accumulated contributions. If the member has attained
minimum retirement age, has not made an optional election as described below and is
survived by a spouse, such spouse is entitled, in lieu of the return of the member’s
accumulated contributions, to a benefit equal to that which would have been payable
to such spouse upon the death of the member had the member retired on the day of his
or her death and elected to receive a benefit under the provisions of Option 2, as
described below, and nominated such spouse as his or her designated beneficiary. For
a Class B member, the benefit to the spouse shall not be less than 67%4% of the benefit
that would have been paid to such retired member without reduction.

Benefit upon Death after Retirement:
Class A:
Class B:

Benefits under any option as described below.

Upon the death of a Class B pensioner, 674% of his or her retirement allowance is
paid to his or her surviving spouse until he or she dies or remarries, at which point the
benefit is paid to any dependent children until they attain age 18.

Options at Retirement:

Maximum Retirement Option:

7% Segal Consulting

An unreduced retirement allowance payable during the retired member’s life, where
no monthly payments will continue to the member’s beneficiary, but where, upon the

member’s death, any unpaid portion of his or her accumulated contributions will be
paid to his or her beneficiary.
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Option 1:

Option 2:

Option 3:

Option 4:

A reduced retirement allowance payable during the retired member’s life, where no
monthly payments will continue to the member’s beneficiary, but where, upon the
member’s death, any amount that payments made are less than the present value of his
or her retirement allowance at his or her date of retirement will be paid to his or her
beneficiary.

A reduced retirement allowance payable during the retired member’s life, where upon
the member’s death, the entire monthly benefit will continue to be paid to his or her
beneficiary for the remainder of his or her life.

A reduced retirement allowance payable during the retired member’s life, where upon
the member’s death, 50% of the monthly benefit will continue to be paid to his or her
beneficiary for the remainder of his or her life.

An unreduced retirement allowance payable during the retired member’s life, where
the member’s accumulated contributions are paid immediately as a lump sum
payment, with the pension portion of his or her benefit payable during the retired
member’s life, where no monthly payments will continue to the member’s beneficiary.

Class B members who retire on an Accidental Disability Retirement may not elect
Option 4.

Class B members may not elect Options 2 or 3.
Married Class B members may not elect Option 1.

Cost of Living Adjustment

A ten-year freeze period was implemented effective January 1, 2013 and no COLAs
will be granted during this period. COLAs will resume on January 1, 2023. Once
COLAs resume, they will be paid in the amount of the lesser of 3% compounded or
the percentage the member received prior to the freeze, provided that their total
benefit is lower than 150% of the Rhode Island state median income and is lower than
the base compensation of a current employee holding the same rank that the retiree
held at the time of retirement. If the member’s benefit is above either of these
amounts, no COLA will be granted. 150% of the state median income as reported by
the City was approximately $80,000 as of the valuation date. It is assumed that the
median income will increase by 3.5% per year.
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Class A:

Police:

Fire:

3% compounded for certain eligible members who retired prior to December 18, 1991
and were not members of Local 1033. 3% simple on first $12,000 of annual benefit
for members of Local 1033 who retired prior to December 18, 1991. None for
members who retired after December 18, 1991.

5% compounded for members who retired prior to January 1, 1990; 6% compounded
for members who retired between January 1, 1990 and December 18, 1991; 5%
compounded for members who retired between December 19, 1991 and December 31,
1992; 3% simple on first $12,000 of annual benefit for Non-Union Police who retired
January 1, 1993 and later; 3% compounded for other retired members who retired
January 1, 1993 and later; 5% compounded for special court awarded members; for all
members hired on or after July 1, 2012, the COLA will be based on the Consumer
Price Index for the Northeast Region but shall not be less than 1% and shall not
exceed 3% simple and 150% of the Rhode Island state median income.

5% compounded for members who retired prior to January 1, 1990; 6% compounded
for members who retired between January 1, 1990 and December 18, 1991; 5%
compounded for members who retired between December 19, 1991 and June 30,
1992; 6% compounded for members who retired between July 1, 1992 and June 30,
1995; 3% simple on first $12,000 of annual benefit for members who retired between
July 1, 1995 and March 16, 2006; 3% compounded for members who retired

March 17, 2006 or later; 5% compounded for special court awarded members; for all
members hired on or after July 1, 2012, the COLA will be based on the Consumer
Price Index for the Northeast Region but shall not exceed 3% simple.

The initial COLA payment is deferred until the January 1 that occurs three years after
the member’s retirement date.

Provisions for Elected Officials

3¢ Segal Consulting

Any person who has served as Mayor or City Councilman for at least eight full
legislative years is entitled to an additional retirement allowance on the basis of such
service as an elected official upon attainment of age 52 or the completion of 20
consecutive years as an elected official, whichever is earlier, or the occurrence of total
and permanent disability prior thereto.

Such retirement allowance is currently $350 for each year of service, provided that no
more than 20 years of such service are to be used in determining the allowance.
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Upon the death of any such elected official, benefits are payable in accordance with
the Class A provisions of the act.

An elected official may elect to withdraw his accumulated contributions in lieu of his
rights to the allowance based on service as an elected official.

Contributions:
Class A:
Police:

Firefighters hired
before July 1, 2011:

Firefighters hired
on or after July 1, 2011

Elected Officials:

8% of compensation.
8% of compensation

8% of compensation.

9% of compensation.
$350 per year.
Class B member contributions may cease after 32.5 years of service.

Changes in Plan Provisions

There have been no changes in the plan of benefits since our prior valuation.
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