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Executive Summary 

In accordance with Rhode Island General Laws, Section 45-65-6, the Town of Narragansett is submitting this Funding Improvement Plan (FIP) to 

the Locally-Administered Pension Plans Study Commission.  The Town has most recently completed an actuarial valuation as of July 1, 2012.  At 

this time, the plan actuaries certified the funding status to be 57.5% and therefore, the Town of Narragansett Pension Plan (the Plan) is considered 

to be in critical status. 

As a result of the certification of being in critical status, the Town of Narragansett has developed several scenarios with the intent to improve the 

plan’s funding ratio to a point that the Plan is no longer considered to be in critical status.  The scenarios presented include a combination of 

increasing pension plan contributions and negotiating pension plan benefit reductions for both active and inactive members of the Plan.  The 

scenarios also meet the requirement to emerge from critical status within 20 years. 

The scenarios were prepared by Nyhart, the Town of Narragansett’s actuary for the Plan.  This FIP includes projections of the current plan 

provisions while FIPs #1-4 summarize the results of alternative scenarios, including projections of assets, liabilities, benefit payments, and annual 

required contributions (ARCs).  The proposed benefit changes outlined in FIPs #1-4 are Town of Narragansett proposals and are subject to 

collective bargaining.  The projections do assume changes to plan provisions occur as of July 1, 2013, unless otherwise stated. 

Ultimately, the Town of Narragansett hopes to come to agreement through collective bargaining to implement FIP #1.  Under FIP #1, the Plan will 

emerge from critical status within 20 years.   
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Current Plan 

The charts on the next two pages detail the baseline 30-year projection for the Town’s pension plan as of July 1, 2012.  The projection makes no 

changes to any of the plan provisions or the assumptions from the July 1, 2012 valuation report. 

 The amortization payments are left unchanged and are not re-amortized in this scenario.  They continue over the same period from their 

inception (30 years) until they are completely paid off. 

 Approximately 50% of the ARC was paid in the 2012-2013 plan year.  Going forward, approximately 58% of the ARC has been budgeted 

for the 2013-2014 plan year, 80% of the ARC is scheduled to be paid in the 2014-2015 plan year, and 100% of the ARC paid thereafter. 

 

 

 

 

 

 

 

 

 

 

 

July 1, 2012 Current Plan Provisions 

Accrued Liability  $98,815,043 

Actuarial Value of Assets $56,809,355 

Market Value of Assets $54,478,384 

Unfunded Accrued Liability $42,005,688 

Funded Ratio 57.5% 

Annual Required Contribution (ARC) $5,432,159 

Town Contributions $2,700,000 

% of Arc Contributed 50.0% 
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Funding Improvement Plan #1 

The Town of Narragansett proposes making the following changes to the Plan, subject to negotiations and collective bargaining: 

Active Employees: 

 Adjust normal retirement for fire and police employees to age 60 and 10 years of service OR 25 years of service 

 Adjust normal retirement age for all employees other than fire and police to age 65 and 10 years of service 

 Current retirement eligible active employees (as of July 1, 2013) are not impacted by the normal retirement changes 

 Reduce future accruals to 2.00%, effective July 1, 2013 

 Current accrued benefits are not reduced, i.e. the benefits that people have earned as of 7/1/2013 will not be reduced 

 COLA is deferred for 8 years until 2021.  At this time, a 3.00% compound COLA resumes 

Inactive Employees: 

 COLA is deferred for 8 years until 2021.  At this time, a 3.00% compound COLA resumes 

 

 

 

 

 

 

July 1, 2013 (Estimated) Current Plan Provisions FIP #1 Proposed Plan Provisions 

Accrued Liability  $103,528,629 $89,910,937 

Actuarial Value of Assets $57,427,125 $57,427,125 

Market Value of Assets $56,725,896 $56,725,896 

Unfunded Accrued Liability $46,101,504 $32,483,812 

Funded Ratio 55.5% 63.9% 

Annual Required Contribution (ARC) $5,949,972 $3,757,097 

Town Contributions (Estimated) $3,422,000 $3,422,000 

% of Arc Contributed 58% 91% 
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Funding Improvement Plan #2 

The Town of Narragansett proposes making the following changes to the Plan, subject to negotiations and collective bargaining: 

Active Employees: 

 Adjust normal retirement for fire and police employees to age 60 and 10 years of service OR 25 years of service 

 Adjust normal retirement age for all employees other than fire and police to age 65 and 10 years of service 

 Reduce future accruals to 2.00%, effective July 1, 2013 

 Current accrued benefits are not reduced, i.e. the benefits that people have earned as of 7/1/2013 will not be reduced 

 COLA is deferred for 8 years until 2021.  At this time, a 2.00% simple COLA resumes 

Inactive Employees: 

 COLA is deferred for 8 years until 2021.  At this time, a 2.00% simple COLA resumes 

 

 

 

 

 

 

 

 

July 1, 2013 (Estimated) Current Plan Provisions FIP #2 Proposed Plan Provisions 

Accrued Liability  $103,528,629 $79,780,280 

Actuarial Value of Assets $57,427,125 $57,427,125 

Market Value of Assets $56,725,896 $56,725,896 

Unfunded Accrued Liability $46,101,504 $22,353,155 

Funded Ratio 55.5% 72.0% 

Annual Required Contribution (ARC) $5,949,972 $3,018,665 

Town Contributions (Estimated) $3,422,000 $3,422,000 

% of Arc Contributed 58% 113% 
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Funding Improvement Plan #3 

The Town of Narragansett proposes making the following changes to the Plan, subject to negotiations and collective bargaining: 

Active Employees: 

 Adjust normal retirement for current fire and police employees to 20 years of service but cannot receive benefit until 25 years from hire 

date. New fire and police employees will reach normal retirement after 25 years of service.    

 Adjust normal retirement age for all employees other than fire and police to age 60 and 10 years of service 

 Adjust accruals for new employees hired on or after July 1, 2013 to 2.00% for the first 25 years, 2.50% for the next 10 years 

 Current accrued benefits are not reduced, i.e. the benefits that people have earned as of 7/1/2013 will not be reduced 

 COLA is deferred for 9 years until 2022.  At this time, a 3.00% simple COLA resumes 

 Increase employee contributions to 11% 

Inactive Employees: 

 COLA is deferred for 9 years until 2022.  At this time, a 3.00% simple COLA resumes 

 

 

 

 

 

 

July 1, 2013 (Estimated) Current Plan Provisions FIP #3 Proposed Plan Provisions 

Accrued Liability  $103,528,629 $87,791,697 

Actuarial Value of Assets $57,427,125 $57,427,125 

Market Value of Assets $56,725,896 $56,725,896 

Unfunded Accrued Liability $46,101,504 $30,364,572 

Funded Ratio 55.5% 65.4% 

Annual Required Contribution (ARC) $5,949,972 $4,050,413 

Town Contributions (Estimated) $3,422,000 $3,422,000 

% of Arc Contributed 58% 84% 
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Funding Improvement Plan #4 

The Town of Narragansett proposes making the following changes to the Plan, subject to negotiations and collective bargaining: 

Active Employees: 

 Adjust normal retirement for fire and police employees to age 60 and 10 years of service OR 25 years of service 

 Adjust normal retirement age for all employees other than fire and police to age 62 and 10 years of service 

 Reduce future accruals to 2.00% effective July 1, 2013 

 Current accrued benefits are not reduced, i.e. the benefits that people have earned as of 7/1/2013 will not be reduced 

 COLA is deferred until 2032.  At this time, a 1.50% simple COLA resumes 

Inactive Employees: 

 COLA is deferred until 2022.  At this time, a 1.50% simple COLA resumes 

 

 

 

 

 

 

 

July 1, 2013 (Estimated) Current Plan Provisions FIP #3 Proposed Plan Provisions 

Accrued Liability  $103,528,629 $76,490,824 

Actuarial Value of Assets $57,427,125 $57,427,125 

Market Value of Assets $56,725,896 $56,725,896 

Unfunded Accrued Liability $46,101,504 $19,063,699 

Funded Ratio 55.5% 75.1% 

Annual Required Contribution (ARC) $5,949,972 $2,635,185 

Town Contributions (Estimated) $3,422,000 $3,422,000 

% of Arc Contributed 58% 130% 
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Appendix 

Funding Method - Entry Age Normal Cost Method 

The actuarial cost method used in determining annual required contributions is the entry age normal cost method. 

In determining the Annual Required Contribution, the excess of the entry age actuarial accrued liability over the actuarial value of plan assets is 

amortized over a closed 30 year period.  The interest rate used is 7.50%.  The amortization methodology is level-dollar. 

Asset Valuation Method 

The actuarial value of assets is equal to the fair market value of assets on the valuation date adjusted for a 5 year phase in of gains and losses on 

fair market value of assets. 

Asset Return 

The assumed asset return is 7.50% annually. 

Active Population 

The number of active employees stays constant at 258 throughout the 30-year projection period. 

Future New Entrants 

Modeled after actual new entrant data from 2008-2011.  New entrants were modeled for police, fire, and municipal employees separately.  

 

 

 

 

New Entrant Profile Police Fire Municipal 

Age at Entry 21/26 21/26 31/36/45 

Service at Entry 0/0 0/0 0/0/0 

Salary at Entry $34,200/$41,600 $34,200/$41,600 $38,500/$35,360/$30,200 

% Male 100%/100% 100%/100% 65%/50%/45% 

Weighting 50%/50% 50%/50% 20%/40%/40% 
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Salary Growth 

6.0% for participants age 20-29, decreasing 0.5% over 5-year increments until reaching 4.0% for participants age 45 and older.  These include 

merit, inflation, and any other type of wage increase. 

Mortality 

RP-2000 Combined Healthy Mortality Table for males and females with fully generational mortality projection per Scale AA 

 

 

 

 

 



PROPOSED CHANGES TO PLAN PROVISIONS EXISTING OPTION 1 OPTION 2 OPTION 3 OPTION 4 OPTION 5 OPTION 6 OPTION 6A OPTION 6B OPTION 7 OPTION 8

Reduce Future Accruals to 2% effective July 1, 2013 √ √ √ √ √ √
New Employees Accruals 2.00 % per year for 25 years then 
2.50% per year √

Eliminate Survivor Benefit subsidy √ √
Increase normal retirement age to : 
      25 years of service for Fire √ √
      age 60 and 10 YOS or 25 years Police √ √
      age 65 and 10 years for others √ √ √ √ √
      age 60 and 10 YOS or 25 years Police and Fire √ √ √ √
      20 years of service for current Police and Fire but will not 
receive benefit until 25 years from hire date √
      New Fire and Police Employees 25 years of service √
      age 60 and 10 years of service for all others √
     Non Public Safety Personnel 30 years of service and cannot 
collect until age 62 √

COLA
      suspend until 2032 - 1,5% simple thereafter √ √
      suspend until 2021 - 3% compounded thereafter √ √
      suspend until 2021 - 2% simple thereafter √
      suspend until 2022 - 3% simple thereafter √
      suspend until 2032 - 1,5% simple thereafter (existing and 
new employees) √
      suspend until 2022 - 1,5% simple thereafter (existing 
retirees) √

Employee contributions increase to 12% √ √
Employee contributions increase to 11% √

New Hires after 2015 would join MERS plan √
New Hires would not be part of Town's; liabilities √
Town would be responsible for funding portion of MERS √

Implement MERS provisions retroactively for all participants √
          but participants not moved to MERS (lower benefits
          than in current plan) - liabilities remain with the Town

Active participants join MERS √ √
Accrued benefits reduced to reflect MERS plan provisions √ √
Inactive participants and their liability remain with Town √ √
Town responsible for funding to MERS √ √
Plan assets are split with most assets going to fund liabilities √
         for inactive participants
Plan assets are split with 60% assets going to fund liabilities √
         for inactive participants and 40% going to MERS
         Active participants liabilities would be fully funded

No impact on current retirement eligible active employees √

Current Inactives: 
     Not Impacted √ √ √ √ √ √
     Impacted √ √ √ √ √

Dollar Impact  (note: 000's omitted)
    Immediate Liability Reduction -$             21,500$       21,500$      30,680$     30,350$    30,350$        17,440$     15,740$    
    Immediate Reduction in ARC -$             3,450$         3,450$        3,720$       3,940$      3,510$          2,210$       3,000$      2,132$      1,970$      3,400$     
    ARC in 2014-15 5,985$         2,439$         2,376$        2,073$       1,833$      2,215$          3,704$       2,890$      3,758$      3,931$      2,585$     
    ARC in 2042-43 3,670$         2,778$         3,211$        2,556$       1,466$      1,466$          4,427$       4,547$      
    Reduction of ARC over 30 years 123,550$     114,150$    131,250$   116,630$  135,380$      78,280$     106,103$  66,681$    72,380$    116,000$ 

Note for Options 6A and 6B the ARC shown in 2014-15 is actually for 2013-14

Option 6B is the option approved by the governing body on June 24, 2013 and corresponds to FIP #1 as shown in the Nyhart report dated 7/3/13.

elaine.colarusso
Highlight

elaine.colarusso
Highlight

elaine.colarusso
Highlight

elaine.colarusso
Highlight

elaine.colarusso
Highlight

elaine.colarusso
Highlight

elaine.colarusso
Highlight

elaine.colarusso
Highlight
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Mark A. McSally, Esq. 

 NARRAGANSETT TOWN COUNCIL 
  SPECIAL MEETING 

AGENDA 

June 24, 2013 

7:00 p.m.                                                        

                                                                 Posted 06-20-13 
_____________________________________________                  

CALL TO ORDER: 

PLEDGE OF ALLEGIANCE: 

 
OLD BUSINES: 
 

1. A MOTION to APPROVE the Funding Improvement Plan (FIP) as prepared 
by Nyhart - the Town’s Pension Consultants. 

 
MOVED TO APPROVE Option 6B with continued negotiations and 
conversations 
(Cicilline-Buonanno-McLaughlin)  
  
AMENDED to include other alternatives to include 6A, 7 and 8 
(Mannix-Cicilline-Buonanno 4/1) 
 
ADJOURNMENT: 8:24 p.m. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 




