1. Retirement Commission Agenda & Backup

Documents:
RETIREMENTAGENDA012125.PDF

2. Retirement Additional Backup

Documents:

RETIREMENTADD2024 MUNI OPEB VALUATION REPORT_WATERFORD.PDF


https://www.waterfordct.org/0118d0d2-5ee1-4aaa-8c94-305d366cac6d

FIFTEEN ROPE FERRY ROAD
WATERFORD, CT D6385-2886

PHONE: 8640-442-0553
wwwwaterfordetorg

RETIREMENT COMMISSION
SPECIAL MEETING AGENDA
TUuEsDAY JANUARY 21,2025 7:00p.m. BD OF EDUCATION CONFERENCE RM

1. Establishment of quorum and call to order by Temporary Chair.

2. Election of Commission Chair for 2025.

3. Public Comment

4. Consideration of and action on minutes of the March 27, 2024, meeting.

5. Consideration of and action on the proposed FY26 Retirement Commission budget.
6. New Business

7. Adjournment

encl: RC Minutes, 3/27/24
Proposed FY26 Retirement Commission Budget
2024 OPEB Valuation Report
Retirement Commission FY24 Annual Report




FIFTEEN ROPE FERRY ROAD
WATERFORD, CT 06385:2886

Retirement Commission

PHONE: 860-442-0553
www.waterfordct.org

Wednesday, March 27, 2024

Special Meeting Minutes 5:30pm Waterford Town Hall
Present: Susan Driscoll, Mark Gelinas, Craig Merriman, Michael Rocchetti {arrived 6:06pm)
Other: Devon Francis, Fiducient Advisors

Absent: Linda Finnegan, Rob Brule, Paul Goldstein

Staff: Kimberly Allen, Director of Finance, and Rebecca Hall, Secretary

1.

Respectfully submitted,

Meeting called to order at 5:35pm. After confirmation of fourth member in transit, consensus of
mambers present to move the Fiducient presentation to the first order of business, so that items

requiring votes would be considered once quorum was achieved. (Note: Quorum established at 6:06pm.}

Devon Francis from Fiducient Advisors led discussion of the OPEB and pension portfolios’ performance in
the 4™-quarter of 2023 and explained data from their jan/Feb 2024 Flash Report. Major takeaways were
that despite lingering volatility in the stock market post-Covid, we met our targets in 2023; Fiducient
adjusted our portfolio to increase fixed income investments because these traditional safety nets are now
income generators since the Feds ended their interest rate hike campaign; and while we did not quite hit
aur benchmarks in the first two months of 2024, overall performance was good and benchmarks should
be hit after the anticipated interest rate cut by the Feds. Fiducient will manage as necessary to provide
sufficient diversity to weather any storms as inflation continues to fluctuate, the Feds set new rates, and
we await the inevitable recession that, Francis said, rolls around about every 6.5 years,

[t }

Pt
=
Election of Commission Chair for 2024: Outgoing Chair Driscoll asked for non%qatio@ _9
Motion by Rocchetti and seconded by Merriman to nominate Driscoll as Cha for 2_{:}'34. w2

st eCy

Vote: 3-1-0 No: Driscoll Motion Passed §§D ::3 ‘E"‘J: sjc?l
Public Comment: None Z pd $3

?S\ T P
Approval and acceptance of minutes of Special Meeting on November 3 o on
Motion by Gelinas and seconded by Rocchetti to approve the minutes as préfented: S
Vote: 2-0-2  Abstain: Rocchetti, Gelinas ~ Motion: Passed o v

Consideration of Pension and OPEB Funds 4'"-quarter 2023 status reports from Principal Custody
Solutions. Director Allen briefly explained the reports in layperson’s terms, noting that they track our
cash flow and show where/when/whether expenses and income are occurring as reported elsewhere.

New Business: Chair noted the next biennial valuation of the pension plan’s unfunded pension liability is
scheduled for late this summer and asked Director Allen to invite-a Hooker & Holcomb representative for
a presentation of data at the October Retirement Commission meeting. Director Allen will follow up.

Adjournment:
Motion by Rocchetti and seconded by Gelinas to adjourn at 6:31pm.
Vote; 4-0-0 Motion: Passed
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BUDGET FUNCTION

The Retirement Commission is charged with the management of the retirement program for
the Town. This budget represents the Commission's estimate of the employer cost required
to fund our retirement plans on an actuarially sound basis.

The Retirement Commission voted to appoint an Investment Manager in April 2016 for
both the pension trust and the OPEB trust fund. The trusts were set up in February 2017
and were funded for the first time in FY2018.




BUDGET SUMMARY

The proposed FY26 budget of 58,096,460 is 4.33% higher than FY25. The main driver of this
decrease is the reduced amount anticipated to be deposited into the pension {MErS).

51930 HEART/HYPERTENSION BENEFITS

The Town is currently paying benefits to three individuals (one widow of a former police officer, one
widow of a former firefighter, and one retired fire services employee) in accordance with judgments of
the workers’ compensation commission based upon Connecticut State Statute. in addition, the Town
pays for treatment medications for several active police officers. A cost of living adjustment (cown)is
provided annually in October based on information provided by our actuary firm, Hooker & Holcombe.

51940 PENSION CONTRIBUTIONS

Overall Budget is down by 9.53%. All general employees, police, and firefighters are
covered by MERF B, a State administered plan. Employees who retired ptior to the Town
joining the MERF system are covered by the Town administered plan.

The employer contribution rates for MERF B for fiscal year 2025 have not been released to
date. Rates used are based on expected rates for FY24 received from the State of
Connecticut Retirement Division. Payroll has been estimated based on 2024-2025
projected payroll using staffing levels as of November 2024, The employee contribution
rate for fiscal year 2025-2026 is 4.75% of payroll and is provided for informational
purposes only,

The proposed budget includes an administrative assessment fee for all active and retired
employees of $130.00 per member. The 2025-2026 administrative fee of $81,120 is based
on 342 active participants and 282 retirees.




BUDGET SUMMARY (continued)

The Public Employees Retirement System Fund (PERS) currently has 6 active participants,
Effactive fiscal year 2004, the RTM approved a change in benefit allowing for a minimum
pension of $6,000 annually and offered a one-time $5,000 bonus. An annual increase
linked to the CPI-U was approved with a cap of five (5%) percent per year. The June 30,
2023 Actuarial Valuation Report performed by Hooker & Holcombe, Inc. indicated that
based upon the current population and the approved changes to the plan, the fund will
carry an unfunded liability of $163,286 in F¥Y2025. The next actuary valuation is
scheduted for June 2026,

51945 RETIREE HEALTH BENEFITS

Overall Budget is down 1.87%. The main driver for the decrease is actual monthly cost to the Town
for Retirees under 65, The Town currently has sbteen{16) retirees who receive post-retirement
healthcare benefits. in addition, there are ancther 30 employees inthe Over 65 classification that
receive post-employment heaithcare benefits. The current GGA contract allows for a buy-out of
accrued sick time hours in excess of 1,400 per year for deposit into a Health Retirement Account to
be used by the employee for medical costs incurred following retirement.

The cost of the third party administration of the HRA has been included in the line item. The annual
cost of this excess, sick time accrual is included in the respective employee's department budget.

OTHER POST EMPLOYMENT BENEFITS {OPEB)

The Governmental Accounting Standards Board {GASB) issued a Statement 45 requiring the cost of
Other Post-Employment Benefits (OPEB) to be recognized in the year earned {when the employee is
working) rather than when paid (when the employee retires). Inaddition, the Statement also
requires the recording of a liability (implicit rate subsidy) for those retirees that remain on the
Town's plan at their own cost, Since the cost of similar benefits for these employees would be
greater if the retiree was not part of the group, the statement requires the recording of the liability
for the difference. The effective date of Statement 45 was July 1, 2006.

On December 1, 2014,the RTM approved the establishment of a trust fund to account for the OPEB
contributions, The Retirement Commission is responsible for the oversight and recommended
funding of the OPEB Trust and appointed an investment Manager in Aprit 2016 for both the pension
trust and the OPEB trust fund.




BUDGETSUMMARY (contmued)

Proposed Budget for Fiscal Year 2026 contains an increase of 4.33%.

As of the July 1, 2024, actuarial OPEB valuation, the Town's Unfunded Actuarial Accrued Liability is
$20,902,949. The annual required contribution {ARC) for FY2026 is $2,804,332. This contribution is
funded in the annual budgets of the Retirement Commission and Insurance Budgets as follows:

Trust Contribution (10116-51949) 2,281,708
Retiree Health Benefits (10116-51945) 421,529
Over 65 - fully insured {10112-52251) 101,529

e T G e A

2,804,332

Note:

In FY 2024 (8/14/2024), the Board of Finance approved an additional payment of $556,754 into the
Town's OPEB account.
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STATE of

CONNECTICUT RETIREMENT SERVICES D1visioN
QFFICE o ibe STATE COMPTROLLER
165 Capitol Ave.
RETIREMENT SERVICES Hartford, CT 06106
DrvisioN
February 29, 2024

Ms, Christy Gregg
Director of HR
Waterford Public Schools
15 Rope Ferry Road
Waterford, CT 06385
cgregp@waterfordet.org

RE; Waterford Police 152-P
Dear Ms, Gregg:

The purpose of this letter is to advise you of the costs for the above referenced unit to participate in the Connecticut Municipal
Employees Retirement System (CMERS) for the fiscal year beginning July 1, 2024. The State of Connecticut Retirement
Commission has authorized the contributions rates below to be effective for the July 1, 2024 to June 30, 2025 fiscal year.

e Monthly contribution payments, as a percentage of payroll, will be as follows:

Normal Cost 8.21%
Unfunded Acerued Liability 15.86%
Total 24.10%

¢  As stated in the Retirement Services Division letter dated June 25, 2019, Public Act No, 19-124 includes an increase
in employee contributions to MERS in each of the six subsequent fiscal years. Therefore, effective July 1, 2024, the
employee contribution rates for members covered by Social Security will increase from 4.75%t0 5.25%. Please note
that the employee contribution rate for wages above the Social Security Wage Base is 8.00%.

e There is no annusl amortization payment for prior service.

« The CMERS administrative charge is $13,000. This charge is based on $130 per active and retired member, Our most
recent files show 47 active members and 53 retired members.

The State Employees Retirement Commission approved the above total contribution rate of 24.10% at its February I35, 2024
meeting, A copy of the June 30, 2023 actuarial valuation report can be found on the Office of the State Comptroller’s website
wiw.0s¢ct govirbsd/reportsiindex himl.

If you have any questions regarding the information provided in this letter, please contact Kathryn Balut, a CMERS staff
member, at (860)702-3565.

Very truly yours,
THE CONNECTICUT MUNICIPAL EMPLOYEES RETIREMENT SYSTEM

SN Vil s S

John Herrington, Director
Retirement Services Division




Szareof
CONNECTICUY Rerirement Services Division
OFFICE ofibe STATE COMPTROLLER
. 165 Capirol Ave.
RETIREMENT SERVICES Hartford, CT 06106

Drvision

February 29, 2024

Ms. Christy Gregg
Director of HR

Waterford Fire Depastment
15 Rope Ferry Rosd
Waterford, CT 06385
cgregg@waterfordet.ong

3 Fire 152-F
Dear Ms. Gregg:

The purpose of this letier is to dvise you of the costs for the above referenced unit to participate in the Connecticut Municipall
Ernployees Retirement System (CMERS) for the fiscal year beginning July 1, 2024. The State of Connecticut Retirement
Cotmmission hes authorized the contributions rates below to be effective for the July 1, 2024 to June 30, 2025 fiscal year.

¢ Monthly contribution payments, as a percentage of payroll, will be as follows:

Normel Cost 8.21%
Unfunded Accrued Liability 15.89%
Total 24,10%

e As stated in the Retirement Services Divislon lester dated June 25, 2019, Public Act No, 19-124 includes an increass
in employee contributions to MERS in each of the six subsequent fiscal ysars. Therefore, effective July 1, 2024, the
employce contribution rates for members covered by Social Security will increase from 4.75% to 5.25%. Please note
that the employes contribution rate for wages ehove the Social Security Wage Base is 8.00%.

¢ There is no ennual amortization payment for prior service.

e The CMERS administrative charge is $2,600. This charge is based on $130 per active and retired member. Qur most
recent files show 12 active membess and § retired members.

member, at (860)702-3563.

Very truly yours,
THE CONNECTICUT MUNICIPAL EMPLOYEES RETIREMENT SYSTEM

VR Yo

John Herrington, Dircstor
Retirement Services Division



STATE of
CONNECTICUT RETIREMENT SErvICES Division
‘_ . OFFICE o STATE COMPTROLLER
' 165 Capirol Ave.
Hardford, CT 05106

RETIREMENT SERVICES
DivisioN

February 29, 2024

Ms, Christy Gregg
Director of HR

Town of Waterford

15 Rope Ferry Road
Waterford, CT 06385
cpregg@waterfordet.org

RE: Waterford Town 152-W
Dear Ms, Gregg:

The purpose of this letter is 10 advise you of the costs for the above referenced unit to participate in the Connecticut Municipal
Employecs Retirement System (CMERS) for the fiscal year beginning July 1, 2024. The State of Connecticut Retirement
Commission has authorized the contributions rates bolow to be effective for the July 1, 2024 to June 30, 2025 fiseal year.

¢  Monthly contribution payments, as a percentage of payroll, will be as foltows:

Normal Cost 5.60%
Unfunded Accrued Liability Ho8%
Total 16.68%

e  Agstated in the Retirement Services Division letter dated June 25, 2019, Public Act No. 19-124 includes an increase
in employse contributions to MERS in each of the six subsequent fiscal years. Therefore, effective July 1, 2024, the
employee contribution rates for members covered by Socis) Security will increase from 4.75% to 5.25%. Please note
that the employes contribution rale for wages ahove the Social Security Wage Base is 8.00%.

s There is no annus! amortization payment for prior service.

¢ The CMERS administrative charge is $10,790. This charge is based on $130 per active and retired member. Our most
recent files show 39 active members and 44 retired members,

The State Employees Retirement Commission approved the sbove total contribution rate of 16.68% at its February 15, 2024
meeting. A copy of the June 30, 2023 al valuation report can be found on the Office of the State Comptroller’s website
[y By 1in 4

s
Elh B

member, at (§60)702-3565,
Very truly yours,
THE CONNECTICUT MUNICIPAL EMPLOYEES RETIREMENT SYSTEM

R i

John Herrington, Director
Retirement Services Division



Stare of
CONNECTICUT RemireMeENT SERVICES DEVISION
OFFICE ofthe STATE COMPTROLLER
165 Capitol Ave,

Hartford, CT 06106

RETIREMENT SERVICEE
Drvision

February 29, 2024

Ms. Christy Gregg
Director of HR

Town of Waterford

15 Rope Ferry Road
Waterford, CT 06385
cgregg@waterfordet.org

RE: Waterford Gen Goy Admin 152-T
Dear Ms, Gregg:

The purpose of this letier is 10 advise you of the costs for the above referenced unit to participate in the Connesticut Municipal
Employees Retirement Systert (CMERS) for the fiscal year baginning July 1, 2024, The State of Connecticut Retirement
Commigsion has au_ﬂwriaed the contributions rates below to be effective for the July 1, 2024 to June 30, 2025 fiscal year.

«  Monthly contribution paymenis, as a percentage of payroll, will be as follows!

Normal Cost 5.60%
Unfunded Accrued Liabtlity 11.08%
Total 16.68%°

o  As stated in the Retirement Services Division letter dated June 25, 2019, Public Act No. 19-124 includes an increase
in employee contributions to MERS in ¢ach of the six subsequent fiscal years. Therefore, effective July 1, 2024, the
employee contribution rates for members covered by Social Security will increase from 4.75% to 5.25%. Please note
that the employee contribution rate for wages above the Social Sceurity Wage Base is 8.00%.

o There is no annual amortization payment for prior service.

¢ The CMERS administrative charge is $7,020. This charge is based on $130 per active and retired member. Our most
recent files show 22 active members and 32 retired mombers.

The State Employees Retitement Commission approved the above total contribution tate of 16.68% at its February 15, 2024
meeting. A copy of the June 30, 2023 actuaria! valuation report can ba found on the Office of the State Comptroller’s website

If you have any questions regarding the information provided in this letter, please contact Kathryn Balut, a CMERS staff
member, at {860)702-3565.

Very truly yours,
THE CONNECTICUT MUNICIPAL EMPLOYEES RETTREMENT SYSTEM

R il

John Herrington, Director
Retirement Services Division
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CONNECTICUT RETIREMENT SERVICES Division

OFFICE oftbs STATE COMPTROLLER
165 Capitol Ave.
Hartford, CT 06106

RETIREMENT SERVICES
DivisioN

February 29, 2024

Ms. Christy Gregg
Director of HR

‘Town of Waterford

15 Rope Ferry Road
Waterford, CT 06385
cgregg@waterfordet.org

RE: Waterford Locsl 1303 152-B
Dear Ms. Gregg:

The purpose of this letter is to advise you of the costs for the abovs referenced unit to participate in the Connecticwt Munlcipai
Employees Retirement System (CMERS) for the fiscal year beginning July 1, 2024, The State of Connecticut Retirement
Commission has authorized the contributions rates below to be effective for the July 1, 2024 to June 30, 2025 fiscal year,

s  Monthly contribution payments, as a percentege of payroll, will be as follows:

Normal Cost . 560%
Unfunded Accrued Liability 11.08%

e Assiated in the Retirement Services Division letter dated June 25, 2019, Public Act No. 19-124 includes an increase
in employee contributions to MERS in each of the six subsequent fiscal years. Therefore, offective Suly 1, 2024, the
employee contribution rates for members covered by Social Security will increase from 4.75% to 5.25%. Please note
that the employee contribution mste for wages above the Social Security Wage Base is 8.00%,

« There is no annual amortization payment for priot service.

s The CMERS administrative charge is $18,460. This charge is based on $130 per active and retired member, Our most
recent files show 64 active members and 78 retired membets.

The State Employess Retirement Commission approved the above total contribution rate of 16.68% at its February 15, 2024
meeting. A copy of the June 30, 2023 arial valuation report can be found on the Offlce of the State Compiroller's website

L 088 S B0y IS CIe RO

If you have any questions regarding the informetion provided in this lctter, please contact Kathryn Balut, 8 CMERS staff
member, at (860)702-3565.

Very truly yours,
THE CONNECTICUT MUNICIPAL EMPLOYEES RETIREMENT SYSTEM

N Y

Tohn Herrington, Director
Retirement Services Division
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CONNECTICUT RermmeMeNT SERvaCEs Division

OFPFICE ofshe STATE COMPTROLLER
165 Capitol Ave.

Hartford, CT 06106

RETIRRMENT SERVICES
Drviston

February 29, 2024

Ms. Christy Gregg
Director of HR

Waterford Public Schools
15 Rope Ferry Road
Waterford, CT 06385
cgreggi@waterfordctorg

RE: Waterford Non-union Edus 152-8
Dear Ms. Gregg:

The puspose of this letter is to advise you of the costs for the above referenced unit to participate in the Connecticut Municipal
Employees Retirement System (CMERS) for the fiscal year begloning July 1, 2024, ‘The State of Connecticut Retirement
Commission has suthorized the contributions rates below to be effective for the July 1, 2024 1o June 30, 2025 fiscal year,

« Monthly contribution payments, as & percentage of payroll, will be as follows:

Normal Cost 5.60%
Unfunded Accrued Liability 11.08%
Total -16.68%:

&  As stated in the Retirement Services Division letter dated June 25, 2019, Public Act No. 19-124 includes an increase
in employes contributions to MERS in each of the six subssquent fiscal years, Therefore, sffective July 1, 2024, the
employee contribution rates for members covered by Social Security will increase from 4.75% to 5.25%. Plcase note
that the employes contribution rate for wages above the Social Security Wage Base is 8.00%,

e There is no annual amortization payment for prior service,

¢ The CMERS administrative charge i3 $8,060. This charge is based on $130 per active and retired member. Qur most
recent files show 39 active members and 23 retived members,

The State Employees Retiroment Commission approved the sbove total contribution rate of 16.68% at its February 15, 2024
mectiug A copy nf |he !una 30, 2023 actuanni valuauon repart can be found on the Qffice of the State Comptroller's website

[f you have any qumtons legm'dmg the infonna!ion provided in this letier, please contact Kathryn Balut, e CMERS staff
member, at (860)702-3565,

Very truly yours,
THE CONNECTICUT MUNICIPAL EMPLOYEES REBTIREMENT SYSTEM

RN

John Herrington, Dirsctor
Retirement Services Division
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ACTUARIAL VALUATION REPORT
TOWN OF WATERFOAD RETIREMENT FLAN

Executive Summary

Number of members

Active employess Q 4]

Terminated vested members a 0

Retired, disabled and beneficiaries 8 7

Total 6 7

Covared amployae payroll N/A N/A
Average plan salary N/A N/A
Actuarial present value of future benefits 717,948 786,000
Actuarial accrued Hability 717,948 786,000
Plan assets

Market value of assets 509,200 639,050

Actuarlal value of assets 554,662 587,576
Unfunded accrued Hability 163,286 198,424
funded ratio 77.3% 74,8%
Actuarially determined amployer contribution (ADEC)

Fiscal year ending 2025 2023

ADEC 22,450 17,280

Fiscal year ending 2026 2024

ADEC 22,450 27,280

Hooker & Holcombe, now part of USE Consuiting Group | HHCONSULTANTS.COM | LSICG.COM H
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ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD QOPEB PLAN

Executive Summary

Number of members

Active members 414 368

Retired members and dependents 168 179

Total 582 547

Covered employee payroll 31,264,486 29,029,526
Average plan salary 75,518 78,885
Actuarial present value of future henefits 36,779,727 32,284,998
Actuarial accrued liability 34,097,347 30,074,765
Plan assets

Market value of assets 13,311,529 8,465,847

Actuarial value of assets 13,194,398 9,206,097
Unfunded accrued liability 20,902,949 20,868,668
Funded ratio 38.7% 30.6%
Actuarially determined employer contribution {ADEC)

Fiscal year ending 2026 - 2024

ADEC +2,804,332 2,505,310

Fiscal year ending 2027 2025

ADEC 2,818,488 2,516,833

USICG.COM 1



FIFTEEN ROPE FERRY ROAD
WATERFORE, CT 00385-2886

PHONE: 8i4-442-055)
wwwwirerfundet.omny

ANNUAL REPORT OF THE WATERFORD RETIREMENT COMMISSION
' FISCAL YEAR 2023-2024

Pursuant to Connecticut General Statutes and Waterford Code of Ordinances, the Retirement Commission
oversees the Municipal Employees Retirement System (MERS)—the State’s multiple-employer,
cost-sharing, public employee retirement system-—as well as the Public Employees Retirement System
(PERS), the Town’s original defined benefit plan offered before the State’s creation of MERS.

MERS

Waterford’s MERS data is included in the State of Connecticut’s financial report that may be obtained
by contacting the Retirement Services Division of the Office of the State Comptroller by mail at 165
Capitol Ave., Hartford, CT 06106; by email to osc.rsd@ct.gov; or by phone at 860-702-3480.

Under MERS, any local government authority in the State of Connecticut (e.g., towns, cities, boroughs,
regional school districts, housing authorities, or other special districts) may elect to have one or more
of its departments, including elective officers, participate in the state-administered system. All eligible
full-time employees of the Town and the Board of Education must enrolf in the MERS plan. Teachers
covered under the Connecticut State Teachers Retitement System are not eligible for the MERS,

MERS provides for retirement benefits, as well as death and disability benefits. Plan provisions are set
by Connecticut General Statutes. MERS membership is mandatory for all regular full-time employees
of participating departments, except for Police and Fire hired after age 60. A member is vested after

5 years of continuous active service during which the member is actively working and contributing to
the MERS. Any employee who terminated prior to Oct. 1, 2001, must have 10 continuous years of
service or 15 total years of active service to be vested in the MERS.

Members are entitled to an annual retirement benefit, payable monthly for life, when they reach normal
retirement age (age 55 with 5 years of service or 15 years of non-continuous active service)} OR at any
age if they have a minimum of 25 years of total service. For members age 62 and covered by Social
Security——or, if earlier, in receipt of an SSDA~—the annual MERS retirement benefit is equal to 1.5%
of their average final compensation not in excess of the year’s breakpoint, plus 2% of their average
final compensation in excess of the year’s breakpoint, times their years of service.

MERS retirees are eligible for annual cost-of-living adjustments payable on each July 1 following their
retirement date. The adjustment is 60% of the annual increase in CPI-W up to 6%, plus 75% of the
annual increase in CPI-W above 6%. The minimum annual COLA is 2.5% and the maximum is 6%.
Disability retirement benefits are adjusted each July | based upon the performance of the fund’s asset,
with a minimum COLA of 3% and a maximum of 5%.
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Retirement trust funds can be invested in various investment pools maintained by the State of
Connecticut. Investments in the pooled funds are valued at cost. No investments in any organization
represent 5% or more of net assets available for benefits.

Public Act 19-124 increased employee contributions to the MERS plan during FY20 and in each of the
five subsequent fiscal years. Related reductions in the employer contribution rates were offset by the OSC
Retirement Services Division’s decision to reduce the assumed investment rate of return from 8% to
7%, resulting in increased employer contribution rate projections each year for FY20 through FY25.
According to the OSC’s most recent calculations the average cost of municipal employers® MERS
contributions increased 75% from calendar years 2018-2023 and account for 25% of their payroll costs.

PERS

The Public Employees Retirement System {(PERS) is a single-employer defined benefit pension plan,
established and administered by the Town, that covers employees who retired or terminated in a vested
status prior to their department’s participation in the MERS. No contributions are required from PERS
members; the Town is required to contribute all amounts necessary to finance the benefits for PERS
plan participants. The PERS is considered to be part of the Town of Waterford’s financial reporting
entity and is included in the Town’s financial reports as the Pension Trust Fund.

Under PERS, members who retired at their normal retirement date (age 62 with 15 years of service)
receive benefits equal to 1.5% of their final average earnings (i.e., the average of the highest 5 years of
carnings within their last 10 years) per year of service, limited to 30 years of service. Members who
retired at their service retirement date (age 50 with 25 years of service) receive benefits equal to 2% of
their final average earnings per year, limited to 30 years of service, until age 62. Members who retired
at their early retirement date (age 57 with 15 years of service) could elect either to receive benefits
accrued to that date, reduced by 0.4167% for each month prior to their normal retirement date, or to
defer benefits until their normal retirement date with no reduction. PERS benefit provisions are
established, and can be amended, by the RTM,

The PERS plan provides retirement, disability, and death benefits to plan members and their
beneficiaries, The PERS plan was closed to new members at various times over the years and there
are no longer any current employees in that plan. According to the most recent biennial valuation
report, as of July 1, 2023, the number of individuals receiving PERS plan benefits dropped to six.

The 2023 valuation report showed that in the previous two years, the PERS plan’s net unfunded
pension liability had dropped from $198,424 to $163,286 as of July 1, 2023. Since that figure is the
main driver of our required employer contribution costs, the FY23 and FY¥24 budgets each included
$27,280 for employer contributions, a reduction (from $87,000 in FY22) recommended by the actuarial
firm to better reflect projected payments to the diminishing number of PERS plan recipients, If it is
determined that there are any excess assets in the PERS plan, they may be used to fund past service
costs for employees who transferred to the MERS pension plan.

The Town of Waterford financial statements for PERS are prepared using the accrual basis of
accounting. Employer contributions are recognized as revenues in the period the contributions are due.,
Benefits and refunds are recognized when due and payable in accordance with the terms of the plan,
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OPEB

In addition to retirement, death, and disability benefits, the Town is required to fund other post-
employment benefits (OPEB) for eligible retirees. The Town recognizes the cost of post-employment
healthcare in the year the employee services are received, reports the accumulated liability from prior
years, and provides information useful in assessing demands on the Town’s future cash flow. While the
Town funds its OPEB costs annually on a pay-as-you-go basis, Governmental Accounting Standards
Board (GASB) Statement 45 requires that municipalities recognize it as an actuarial accrued liability
inclusive of implicit rate subsidies. The GASB does not require that the Town fund the liability, only
that it disclose the liability on the Town’s financial statements. However, as of fiscal year 2016, GASB
Statements 74 and 75 require that the Town report the OPEB liability on the face of its financial
statements rather than as a note to the statements. If the Town does not adequately fund the liability
each year, the liability would continue to grow and could adversely affect the Town’s bond rating.

On December 1, 2014, the RTM approved the establishment and funding of a trust for the purpose of
reducing the Town’s unfunded liability. The OPEB trust was established in February 2017 and the
Retirement Commission contracted with outside firms to serve as custodians of the trust fund, invest
annual trust fund contributions, and perform actuarial valuations of the unfunded liability to determine
recommended annual contribution amounts to cover current-year expenses and pay down the liability.

Recognition of the liability accumulated from prior years, commencing with the 2006 liability, is being
phased in over 30 years. The first OPEB Actuarial Valuation report—July I, 2016—disclosed the net
cost (L.e., the Town’s unfunded accrued liability) of OPEB healthcare as $22,530,000.

OPEB trust fund contributions of $1,160,000 were made in FY 18 and again in FY 9. The Retirement
Commission requested $2,058,613 for OPEB trust fund contributions for FY20, as recommended by
plan advisors due to actual and anticipated cost increases; the amount was reduced to $758,613 during
the budget hearing process. The July 1, 2020, valuation of the unfunded liability was $19,277,319.

The Commission’s FY21 request of $1.4 million for OPEB trust fund contributions was reduced by
$300,000 during a round of Covid pandemic budget cuts, For FY22, based on the Finance Director’s
discovery of duplicated reporting, the Commission reduced its OPEB trust fund budget request to
$750,000, and contributions for fully insured members over age 65 were moved to the Insurance budget.

Subsequent in-depth review by the Finance Director and actuarial firm of actual and projected costs and
investment performance resulted in an F'Y23 budget of $1,143,311 for OPEB trust fund contributions.
However, the biennial OPEB July 2022 valuation report determined that the unfunded accrued OPEB
liability had increased to $20,868,668. The actuarial firm attributed the uptick to higher-than-expected
increases in premiums and Board of Education staff retirements and recommended that the FY24 and
FY25 budgets each include $1,458,305 for OPEB trust fund contributions. Both were approved intact.

While returns on investments have consistently hit or exceeded recommended targets, the Commission
anticipates the need to increase budget requests for FY26, based on the pending MERS reforms coming
in July 2025 and the most recent valuation report (received Jan, 2025) that showed the unfunded OPEB
liability had increased again—to $20,902,949 as of July 1, 2024,

Respectfully submitted,

:}4 ok usm*é;

Susan Driscoli, Chair
Waterford Retirement Commission January 2025
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Executive Summary

ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

July 1, 2024 July 1, 2022

Number of members

Active members 414 368

Retired members and dependents 168 179

Total 582 547

Covered employee payroll 31,264,486 29,029,526
Average plan salary 75,518 78,885
Actuarial present value of future benefits 36,779,727 32,284,998
Actuarial accrued liability 34,097,347 30,074,765
Plan assets

Market value of assets 13,311,529 8,465,847

Actuarial value of assets 13,194,398 9,206,097
Unfunded accrued liability 20,902,949 20,868,668
Funded ratio 38.7% 30.6%
Actuarially determined employer contribution (ADEC)

Fiscal year ending 2026 2024

ADEC 2,804,332 2,505,310

Fiscal year ending 2027 2025

ADEC 2,818,488 2,516,833

USICG.COM



ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

Valuation Results and Highlights

Purpose of the Valuation

The purpose of the valuation is to develop the Actuarially Determined Employer Contribution (ADEC).
The ultimate cost of an OPEB plan is based primarily on the level of benefits promised by the plan. The OPEB
fund's investment earnings serve to reduce the cost of plan benefits and expenses. Thus,

Ultimate cost = Benefits Paid + Expenses Incurred — Investment Return — Employee Contributions

The actuarial cost method distributes this ultimate cost over the working lifetime of current plan participants. By
means of this budgeting process, costs are allocated to both past and future years, and a cost is assigned to the
current year. The current year's allocated cost, or normal cost, is the building block upon which the actuarially
determined employer contribution is developed. The July 1, 2024 valuation produces the contributions for the
fiscal years ending 2026 and 2027.

Information Available in the Valuation Report

The Executive Summary is intended to emphasize the notable results of the valuation from the perspective of the
Plan Sponsor. Supporting technical detail is documented in Results of the Valuation, Supporting Exhibits and
Description of Actuarial Methods and Assumptions. A concise summary of the principal provisions of the Plan is
outlined in Summary of Plan Provisions.

Changes Reflected in the Valuation

This valuation reflects changes in the medical trend rates, as well as the retirement/termination rates for the
non-certified BOE group. These changes in assumptions increased the liability by 6.3%. Additionally, medical
premiums increased more than expected resulting in a 6.2% increase in the total liability.

Cash Contribution for Fiscal Years Ending 2026 and 2027

The Town cost is: 2026 Fiscal Year 2027 Fiscal Year
Town $621,679 $621,679
Police and Fire 698,089 698,089
BOE Certified 1,396,117 1,407,943
BOE Non-Certified 88,447 90,777
Total $2,804,332 $2,818,488

Liability Experience During Period Under Review

The accrued liability of $34,097,347 is higher than expected primarily due to medical premiums that
were higher than expected since the last valuation.

USICG.COM 2



ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

Asset Experience During Period Under Review

The plan's assets provided the following rates of return during the past two fiscal years:

2023 Fiscal Year 2024 Fiscal Year
Market Value Basis 10.1% 10.9%
Actuarial Value Basis 5.6% 6.8%

The Actuarial Value of assets, rather than the Market Value, is used to determine plan contributions. The
Actuarial Value spreads the asset volatility over 5 years, thereby smoothing out fluctuations that are inherent in
the Market Value.

USICG.COM 3



ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

Certification

This report presents the results of the July 1, 2024 Actuarial Valuation for Town of Waterford OPEB Plan (the
Plan) for the purpose of estimating the funded status of the Plan and determining the Actuarially Determined
Employer Contribution (ADEC) for the fiscal years ending June 30, 2026 and June 30, 2027. This report is
intended to satisfy the requirements of Connecticut General Statute 7-450a. This report may not be appropriate
for any other purpose.

The valuation has been performed in accordance with generally accepted actuarial principles and practices. It is
intended to comply with all applicable Actuarial Standards of Practice.

| certify that the actuarial assumptions and methods that were selected by me and represent my best estimate
of anticipated actuarial experience under the Plan.

In preparing this valuation, | have relied on employee data provided by the Plan Sponsor, and on asset and
contribution information provided by the Trustee. | have audited neither the employee data nor the financial
information, although | have reviewed them for reasonableness.

The results in this valuation report are based on the Plan as summarized in the Summary of Plan Provisions
section of this report and the actuarial assumptions and methods detailed in the Description of Actuarial
Methods and Assumptions section of this report.

Future actuarial measurements may differ significantly from the current measurements presented in this report
due to factors such as, but not limited to, the following: plan experience differing from that anticipated by the
economic or demographic assumptions; changes in economic or demographic assumptions; increases or
decreases expected as part of the natural operation of the methodology used for these measurements (such as
the end of an amortization period or additional cost or contribution requirements based on the Plan’s funded
status); and changes in plan provisions or applicable law. Due to the limited scope of this report, an analysis of
the potential range of such future measurements has not been performed.

| have no relationship with the employer or the Plan that would impair, or appear to impair, my objectivity in

performing the work presented in this report. | am a member of the American Academy of Actuaries and meet
its Qualification Standards to render the actuarial opinion contained herein.

e O

Stephen Chykirda, ASA, FCA, MAAA
Enrolled Actuary 23-07517

January 3, 2025

USICG.COM 4



ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

Development of Unfunded Accrued Liability and Funded Ratio

July 1, 2024 July 1, 2022
Actuarial accrued liability for active members
Members under age 65 $6,561,835 $5,220,130
Members over age 65 141,669 358,063
Dependents under age 65 2,471,831 1,889,341
Dependents over age 65 65,410 167,335
Total 9,240,745 7,634,869
Actuarial accrued liability for inactive members
Members under age 65 2,917,185 3,610,009
Members over age 65 13,677,377 11,169,636
Dependents under age 65 2,071,899 2,310,403
Dependents over age 65 6,190,141 5,349,848
Total 24,856,602 22,439,896
Total actuarial accrued liability 34,097,347 30,074,765
Actuarial value of assets 13,194,398 9,206,097
Unfunded accrued liability 20,902,949 20,868,668
Funded ratio 38.7% 30.6%

Current Discount

1% Decrease

1% Increase

Rate (6.50%) (5.50%) (7.50%)
Actuarial accrued liability for active members 9,240,745 10,082,239 8,468,000
Actuarial accrued liability for inactive members 24,856,602 27,541,809 22,609,172
Total actuarial accrued liability 34,097,347 37,624,048 31,077,172

Healthcare Cost
Trend Rates

1% Decrease

1% Increase

(7.00% (6.00% (8.00%
decreasing to decreasing to decreasing to

4.40%) 3.40%) 5.40%)
Actuarial accrued liability for active members 9,240,745 8,288,335 10,331,726
Actuarial accrued liability for inactive members 24,856,602 22,960,626 27,093,261
Total actuarial accrued liability 34,097,347 31,248,961 37,424,987

USICG.COM



ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

Actuarial Accrued Liability vs. Actuarial Value of Assets
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Development of Unfunded Accrued Liability and Funded Ratio by Group

ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

BOE Non-

Town Police and Fire BOE Certified Certified Total
Actuarial accrued liability for active members
Members under age 65 SO SO $6,223,599 $338,236 $6,561,835
Members over age 65 0 0 141,669 0 141,669
Dependents under age 65 0 0 2,322,540 149,291 2,471,831
Dependents over age 65 0 0 65,410 0 65,410
Total 0 0 8,753,218 487,527 9,240,745
Actuarial accrued liability for inactive members
Members under age 65 784,678 1,413,626 718,881 0 2,917,185
Members over age 65 5,391,224 4,556,402 3,729,751 0 13,677,377
Dependents under age 65 240,818 1,031,105 799,976 0 2,071,899
Dependents over age 65 2,121,674 2,586,707 1,481,760 0 6,190,141
Total 8,538,394 9,587,840 6,730,368 0 24,856,602
Total actuarial accrued liability 8,538,394 9,587,840 15,483,586 487,527 34,097,347
Actuarial value of assets 3,304,039 3,710,136 5,991,569 188,654 13,194,398
Unfunded accrued liability 5,234,355 5,877,704 9,492,017 298,873 20,902,949
Funded ratio 38.7% 38.7% 38.7% 38.7% 38.7%
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ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

Determination of Normal Cost and Actuarially Determined Employer Contribution

July 1, 2024 July 1, 2022
Percent of Percent of
Cost payroll Cost payroll

Town's normal cost $298,600 1.0% $243,080 0.8%
Amortization of unfunded accrued liability 2,405,668 7.6% 2,173,878 7.5%
Contribution before adjustment as of the

valuation date 2,704,268 8.6% 2,416,958 8.3%
Estimated valuation year payroll for actives

not yet at 100% assumed retirement age 31,264,487 29,029,526
Fiscal year ending 2026 2024
Adjustment for interest and inflation 100,064 88,352
Actuarially determined employer contribution 2,804,332 2,505,310

Expected benefit payments 2,142,851 2,126,970
Fiscal year ending 2027 2025
Adjustment for interest and inflation 14,156 11,523
Actuarially determined employer contribution 2,818,488 2,516,833

Expected benefit payments 2,377,112 2,075,404
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ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

Actuarially Determined Employer Contribution
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ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

Actuarially Determined Employer Contribution per Group

BOE Non-
Town Police and Fire BOE Certified . .on Total
Certified
Town's normal cost SO SO $249,454 $49,146 $298,600
Actuarial accrued liability 8,538,394 9,587,840 15,483,586 487,527 34,097,347
Actuarial value of assets 3,304,039 3,710,136 5,991,569 188,654 13,194,398
Unfunded accrued liability 5,234,355 5,877,704 9,492,017 298,873 20,902,949
Amortization of unfunded accrued liability 602,409 676,450 1,092,412 34,397 2,405,668
Contribution before adjustment as of the
valuation date 602,409 676,450 1,341,866 83,543 2,704,268
Fiscal year ending June 30, 2026
Adjustment for interest and inflation 19,270 21,639 54,251 4,904 100,064
Actuarially determined employer contribution 621,679 698,089 1,396,117 88,447 2,804,332
Expected benefit payments 679,631 714,729 731,393 17,098 2,142,851
Fiscal year ending June 30, 2027
Adjustment for interest and inflation 0 0 11,826 2,330 14,156
Actuarially determined employer contribution 621,679 698,089 1,407,943 90,777 2,818,488
Expected benefit payments 710,002 751,805 882,927 32,378 2,377,112
USICG.COM 10



Development of Asset Values

ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

Summary of Fund Activity

1. Beginning value of assets July 1, 2023

Trust assets

2. Contributions
Town contributions during year
Employee contributions during year
Total for plan year

3. Disbursements
Benefit payments during year
Administrative expenses during year
Total for plan year

4. Net investment return
Interest and dividends
Realized and unrealized gain / (loss)
Expected return
Recognized gain / (loss)
Required adjustment due to corridor

Reversal of prior year required adjustment

Investment-related expenses
Total for plan year

5. Ending value of assets July 1, 2024
Trust assets: (1) + (2) - (3) + (4)

6. Approximate rate of return

Market Value

Actuarial Value

$10,561,097 $10,914,288
1,458,305 1,458,305
0 0
1,458,305 1,458,305
0 0
10,564 10,564
10,564 10,564
0 N/A
1,302,691 N/A
N/A 773,769
N/A 58,600
N/A 0
N/A 0
0 N/A
1,302,691 832,369
13,311,529 13,194,398
10.9% 6.8%

USICG.COM
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ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

Relationship of Actuarial Value to Market Value

1. Market value 7/1/2024 $13,311,529
2. Gain / (loss) not recognized in actuarial value 7/1/2024 117,131
3. Preliminary actuarial value 7/1/2024: (1) - (2) 13,194,398
4. Preliminary actuarial value as a percentage of market value: (3) + (1) 99.1%
5. Gain / (loss) recognized for corridor minimum / maximum N/A
6. Actuarial value 7/1/2024 after corridor minimum / maximum: (3) + (5) 13,194,398
7. Actuarial value as a percentage of market value: (6) + (1) 99.1%
Development of Market Value Gain / Loss for 2023-2024 Plan Year
1. Market value 7/1/2023 $10,561,097
2. Town contributions 1,458,305
3. Employee contributions 0
4. TRB reimbursements 0
4. Benefit payments 0
5. Administrative expenses 10,564
6. Expected return at 6.50% 773,769
7. Expected value 7/1/2024: (1) + (2) + (3) - (4) - (5) + (6) 12,782,607
8. Market value 7/1/2024 13,311,529
9. Market value gain / (loss) for 2023-2024 plan year: (8) - (7) 528,922
Recognition of Gain / Loss in Actuarial Value
(c) (d) (e)
(b) Recognized in Total recognized | Not recognized
(a) Total recognized current year: as of 7/1/2024: as of 7/1/2024:
Year Gain / (loss) as of 7/1/2023 20% of (a) (b) + (c) (a) - (d)
2019-2020 S0 S0 S0 S0 S0
2020-2021 1,398,074 838,845 279,615 1,118,460 279,614
2021-2022 (1,973,868) (789,548) (394,774) (1,184,322) (789,546)
2022-2023 339,875 67,975 67,975 135,950 203,925
2023-2024 528,922 0 105,784 105,784 423,138
Total 58,600 117,131
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ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

Summary of Fund Activity

. Beginning value of assets July 1, 2022
Trust assets

. Contributions

Town contributions during year

Employee contributions during year
Total for plan year

. Disbursements

Benefit payments during year

Administrative expenses during year
Total for plan year

. Net investment return
Interest and dividends
Realized and unrealized gain / (loss)
Expected return
Recognized gain / (loss)
Required adjustment due to corridor
Reversal of prior year required adjustment
Investment-related expenses

Total for plan year

. Ending value of assets July 1, 2023
Trust assets: (1) + (2) - (3) + (4)

. Approximate rate of return

Market Value

Actuarial Value

$8,465,847 $9,206,097
1,143,311 1,143,311
0 0
1,143,311 1,143,311
0 0

8,056 8,056
8,056 8,056
0 N/A
959,995 N/A
N/A 620,120

N/A (47,184)

N/A 0

N/A 0
0 N/A

959,995 572,936
10,561,097 10,914,288
10.1% 5.6%

USICG.COM
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ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

Relationship of Actuarial Value to Market Value

1. Market value 7/1/2023 $10,561,097
2. Gain / (loss) not recognized in actuarial value 7/1/2023 (353,191)
3. Preliminary actuarial value 7/1/2023: (1) - (2) 10,914,288
4. Preliminary actuarial value as a percentage of market value: (3) + (1) 103.3%
5. Gain / (loss) recognized for corridor minimum / maximum N/A
6. Actuarial value 7/1/2023 after corridor minimum / maximum: (3) + (5) 10,914,288
7. Actuarial value as a percentage of market value: (6) + (1) 103.3%
Development of Market Value Gain / Loss for 2022-2023 Plan Year
1. Market value 7/1/2022 $8,465,847
2. Town contributions 1,143,311
3. Employee contributions 0
4. TRB reimbursements 0
4. Benefit payments 0
5. Administrative expenses 8,056
6. Expected return at 6.50% 620,120
7. Expected value 7/1/2023: (1) + (2) + (3) - (4) - (5) + (6) 10,221,222
8. Market value 7/1/2023 10,561,097
9. Market value gain / (loss) for 2022-2023 plan year: (8) - (7) 339,875

Recognition of Gain / Loss in Actuarial Value

(c) (d) (e)

(b) Recognized in Total recognized | Not recognized
(a) Total recognized current year: as of 7/1/2023: as of 7/1/2023:

Year Gain / (loss) as of 7/1/2022 20% of (a) (b) + (c) (a) - (d)
2018-2019 SO SO SO SO SO
2019-2020 0 0 0 0 0
2020-2021 1,398,074 559,230 279,615 838,845 559,229
2021-2022 (1,973,868) (394,774) (394,774) (789,548) (1,184,320)
2022-2023 339,875 0 67,975 67,975 271,900
Total (47,184) (353,191)

USICG.COM
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ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

Rate of Return on Market Value of Assets

Period Ending Average Annual Effective Rate of Return
June 30 1 Year 3 Years 5 Years 10 Years
2015 N/A N/A N/A N/A
2016 N/A N/A N/A N/A
2017 2.1% N/A N/A N/A
2018 4.1% N/A N/A N/A
2019 6.4% 4.2% N/A N/A
2020 5.4% 5.3% N/A N/A
2021 26.2% 12.3% 8.5% N/A
2022 -13.7% 4.7% 4.9% N/A
2023 10.1% 6.2% 6.1% N/A
2024 10.9% 1.8% 7.0% N/A

Rate of Return on Actuarial Value of Assets

Period Ending Average Annual Effective Rate of Return

June 30 1 Year 3 Years 5 Years 10 Years
2015 N/A N/A N/A N/A
2016 N/A N/A N/A N/A
2017 2.1% N/A N/A N/A
2018 4.1% N/A N/A N/A
2019 6.4% 4.2% N/A N/A
2020 5.4% 5.3% N/A N/A
2021 10.4% 7.4% 5.6% N/A
2022 6.0% 7.2% 6.4% N/A
2023 5.6% 7.3% 6.7% N/A
2024 6.8% 6.1% 6.8% N/A
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ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

Actual Rate of Return on Assets
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ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

Target Allocation and Expected Rate of Return

July 1, 2024
Long-Term
Target Expected Real

Asset Class Allocation Rate of Return* Weighting
TIPS 1.00% 2.60% 0.03%
Core Fixed Income 24.00% 3.10% 0.74%
Dynamic Bonds 7.50% 3.90% 0.29%
High Yield Bonds 1.00% 5.10% 0.05%
Global Bonds 1.50% 3.00% 0.05%
US Large Cap 25.00% 3.90% 0.98%
UsS Mid Cap 7.50% 3.80% 0.29%
US Small Cap 5.00% 3.40% 0.17%
International Equity Developed 21.00% 5.60% 1.18%
Emerging Markets 2.00% 7.50% 0.15%
Broad Real Assets 4.50% 4.90% 0.22%

100.00% 4.15%
Long-Term Inflation Expectation 2.40%
Long-Term Expected Nominal Return 6.55%

*Long-Term Real Returns are provided by Fiducient Advisors. The returns are geometric means.

The long-term expected rate of return on OPEB plan investments was determined using a building block method
in which best-estimate ranges of expected future real rates of return are developed. Best estimates of the real
rates of return for each major asset class are included in the OPEB plan’s target asset allocation.

The information above is based on geometric means and does not reflect additional returns through investment
selection, asset allocation and rebalancing. An expected rate of return of 6.50% was used.

USICG.COM
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ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

Amortization of Unfunded Liability

Schedule of Amortization Bases

2024 base

Present value
of remaining

Date Amortization Years installments as of
established installment remaining July 1, 2024
July 1, 2024 2,405,668 12 20,902,949
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ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

Member Data

The data reported by the Plan Sponsor for this valuation includes 414 active employees who met the Plan’s minimum age and service requirements
as of July 1, 2024.

Town Police and Fire BOE Certified Iz:fti:li::- Total
Total members July 1, 2024
Active members 0 0 251 163 414
Retirees 47 46 20 0 113
Dependents of current retirees 20 25 10 0 55
Total 67 71 281 163 582
Average age July 1, 2024
Active members N/A N/A 46.9 49.5 47.9
Retirees 73.6 69.6 70.3 N/A 71.4
Dependents of current retirees 69.6 65.6 61.9 N/A 66.4
Total members July 1, 2022
Active members 0 1 241 126 368
Retirees 46 46 26 0 118
Dependents of current retirees 20 24 17 0 61
Total 66 71 284 126 547
Average age July 1, 2022
Active members N/A 53.1 46.4 50.8 47.9
Retirees 72.5 67.6 67.7 N/A 69.5
Dependents of current retirees 70.7 63.8 63.9 N/A 66.1

USICG.COM 19



ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

Member Counts by Status
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ACTUARIAL VALUATION REPORT

TOWN OF WATERFORD OPEB PLAN

Expected Benefit Payments from Trust Fund

An important consideration in formulating short-term or intermediate-term investment policy is the need for
liquidity to meet the payment requirements of the Plan. The Plan's investment advisors may wish to compare
expected benefit payments and expenses with anticipated cash income from investments and employer

contributions.

The table below presents projected annual benefit payments for the next twenty plan years. The following
assumptions are reflected in this table:

e Retirements among active participants will occur consistent with the Plan's retirement assumption.

e Benefits will continue to accrue according to the provisions of the Plan.

Differences between actual experience and that assumed will affect the pattern of benefit payments.

Participant categories reflect status as of July 1, 2024.

USICG.COM

Retired and Total
Active as of Terminated as Benefit
Year July 1, 2024 of July 1, 2024 Payments
2024 $53,647 $2,008,809 $2,062,456
2025 161,375 1,981,476 2,142,851
2026 304,342 2,072,771 2,377,113
2027 450,199 2,034,678 2,484,877
2028 625,758 1,966,133 2,591,891
2029 754,483 1,927,150 2,681,633
2030 934,931 1,928,518 2,863,449
2031 1,116,140 1,868,423 2,984,563
2032 1,176,335 1,787,331 2,963,666
2033 1,382,175 1,723,814 3,105,989
2034 1,383,746 1,717,897 3,101,643
2035 1,366,770 1,672,677 3,039,447
2036 1,312,761 1,678,750 2,991,511
2037 1,259,417 1,686,436 2,945,853
2038 1,303,916 1,632,966 2,936,882
2039 1,279,337 1,630,665 2,910,002
2040 1,228,395 1,626,153 2,854,548
2041 1,138,258 1,618,818 2,757,076
2042 1,180,190 1,608,063 2,788,253
2043 1,118,192 1,584,102 2,702,294
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Non-RIP Town/Police/Fire

ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

Expected Per Capita Claims (without Medicare Integration)

RIP Town/Police/Fire

Sample | Expected Claim | Expected Claim
Age (Male) (Female)
45 $17,456 $24,331
50 22,797 28,351
55 29,914 33,027
60 38,536 38,521
64 47,061 45,096

Sample | Expected Claim | Expected Claim
Age (Male) (Female)
45 $16,208 $22,591
50 21,166 26,323
55 27,774 30,665
60 35,780 35,766
64 43,695 41,871

BOE

Sample | Expected Claim | Expected Claim
Age (Male) (Female)
45 $14,903 $20,773
50 19,463 24,205
55 25,539 28,197
60 32,901 32,888
65 41,890 39,863
70 50,392 46,625
75 57,828 52,337

The sample per capita claim for plans not integrated with Medicare was developed as follows: Using the total
count of active participants eligible for post-retirement medical benefits and retirees currently electing medical
coverage in a non-Medicare supplement plan, we calculate the total projected claims by multiplying the total
count by the average annual premium. Using the cost increases derived from a study sponsored by the Society
of Actuaries prepared by Dale H. Yamamoto from May 2013: “Health Care Costs from Birth to Death”, we

allocate the total projected claims by age and gender.

USICG.COM
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ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

Description of Actuarial Methods

Asset Valuation Method

The Actuarial Value of assets used in the development of plan contributions phases in the recognition of
differences between the actual return on Market Value and expected return on Market Value over a 5-year
period at 20% per year. The Actuarial Value is adjusted, if necessary, to be within the range of 80% and 120% of
the Market Value of assets.

Actuarial Cost Method
Change in Actuarial Method: None.
Entry Age Normal (level percentage of salary).

Normal Cost: Under this method, the total normal cost is the sum of amounts necessary to fund each active
member’s normal retirement benefit if paid annually from entry age to assumed retirement age. Entry age is the
age at which the employee would have been first eligible for the plan, if it had always been in effect. The normal
cost for each participant is expected to remain a level percentage of the employee’s salary. The normal cost for
the plan is the difference between the total normal cost for the year and the anticipated member contributions
for that year.

Past Service Liability: The present value of future benefits that relates to service before the valuation date is the
total past service liability. The unfunded past service liability is the difference between the total past service
liability and any assets (including accumulated member contributions).

The Unfunded Accrued liability is amortized each year over 30 years on a closed basis, as a level dollar amount.
The amortization began July 1, 2006 and as of July 1, 2024, 12 years remain.
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ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

Description of Actuarial Assumptions
The valuation reflects changes in the actuarial assumptions listed below. (The assumptions used before and after
these changes are more fully described in the next section.)

e Retirement/Termination Rates
e Healthcare Cost Trend Rates

The assumptions indicated were changed to represent the Enrolled Actuary’s current best estimate of
anticipated experience of the plan.

Interest

6.50%.

Since the OPEB plan’s fiduciary net position and future contributions are projected to be sufficient to cover
expected benefit payments for current plan members, the long-term expected rate of return on OPEB plan
investments was used to discount liabilities.

Rate of compensation increase (including inflation)

2.40%.

The plan does not have statistically credible data on which to form a rate of compensation increase assumption.
This assumption is consistent with the inflation assumption.

Inflation

2.40%.

This assumption is consistent with the Social Security Administration’s current best estimate for the ultimate long-
term (75-year horizon) annual percentage increase in the CPI, as published in the 2024 OASDI Trustee Report.
Mortality

Pub-2010 Public Retirement Plans Mortality Tables (with separate tables for General employees, Public Safety
employees and Teachers) and for non-annuitants and annuitants, projected to the valuation date with Scale MP-2021.

Mortality Improvement
Projected to date of decrement using Scale MP-2021 (generational).

We have selected this mortality assumption because it is based on the latest published public retirement plan
mortality study released by the Society of Actuaries. The plan does not have sufficiently credible data on which
to perform a mortality experience study.

Retirement

Town: Not applicable.

Police and Fire: Not applicable.
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Retirement (cont.)

ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

Non-Certified BOE:
Years Of Service
Age 5 Years 10 Years 15 Years 20 Years 25 Years 30 Years 35 Years 40 Years
45 18.40% 17.60% 19.60% 19.60%
50 8.80% 17.60% 19.60% 19.60%
55 6.30% 6.30% 4.40% 9.90% 8.80% 12.80% 19.60% 19.60%
60 9.70% 9.70% 8.90% 10.40% 16.30% 11.40% 24.50% 24.50%
65 17.70% 17.70% 19.00% 25.60% 30.60% 26.10% 24.50% 24.50%
70 13.20% 13.20% 13.20% 15.80% 15.80% 17.60% 24.50% 24.50%
75 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
Prior:
Age Rate
45 13.00%
50 13.00%
55 7.50%
60 9.50%
65 18.00%
70 18.00%
75 100.00%

The actuarial assumption in regards to rates of retirement shown above are based on the rates used by the state
of Connecticut Municipal Employee Retirement System actuaries.

Certified BOE: Per table below (from Connecticut State TRS 2020 Pension Valuation):

Eligible for Normal Eligible for Normal
(Unreduced) Retirement | (Unreduced) Retirement Eligible for Early
(Age 60 and 20 Yrs. Serv. | (Age 60 and 20 Yrs. Serv. (Reduced) Retirement
Or 35 Yrs. Serv.) Less Or 35 Yrs. Serv.) 35 or (Age 50 and 20 Yrs. Serv.
than 35 years of Serv. more years of Serv. Or 25 Yrs. Serv.)

Age Male Female Male Female Male Female

50 35.0% 30.0% 1.50% 1.25%

51 35.0% 30.0% 1.50% 1.25%

52 35.0% 30.0% 1.50% 1.25%

53 35.0% 30.0% 1.50% 1.75%

54 35.0% 30.0% 2.00% 2.25%

55 35.0% 30.0% 3.00% 3.00%

56 35.0% 30.0% 4.00% 3.75%

57 35.0% 30.0% 5.00% 4.50%

58 35.0% 30.0% 6.50% 5.50%

59 35.0% 30.0% 8.00% 7.00%
60 20.0% 20.0% 30.0% 30.0%
61 20.0% 20.0% 30.0% 30.0%
62 22.5% 20.0% 30.0% 30.0%
63 22.5% 20.0% 30.0% 30.0%
64 25.0% 25.0% 30.0% 30.0%
65 27.5% 32.5% 35.0% 37.5%
66 27.5% 30.0% 35.0% 37.5%
67-68 27.5% 30.0% 30.0% 32.5%
69-74 27.5% 30.0% 30.0% 32.5%
75-80 100.0% 100.0% 100.0% 100.0%
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Retirement (cont.)

ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

The actuarial assumption in regards to rates of retirement shown above are based on the rates used by the
Connecticut State Teachers’ Retirement System actuaries.

Termination prior to retirement

Town: Not applicable.

Police and Fire: Not applicable.

Non-Certified BOE:

Male Rate Female Rate
Age 0-4 Years 5-24 Years 0-4 Years 5-24 Years
20 14.00% 12.00% 30.00% 15.00%
25 14.00% 12.00% 20.00% 13.00%
30 11.00% 8.50% 15.00% 10.00%
35 8.50% 6.50% 12.50% 10.00%
40 7.50% 5.00% 10.00% 8.00%
45 6.75% 4.50% 9.00% 6.50%
50 6.75% 4.50% 8.50% 5.00%
55 6.50% 0.00% 8.00% 0.00%
60 7.00% 0.00% 9.00% 0.00%
65 9.50% 0.00% 9.00% 0.00%
70 13.00% 0.00% 9.00% 0.00%
75 0.00% 0.00% 0.00% 0.00%
Prior:
Male Rate Female Rate
Age 0-4 Years 5-24 Years 0-4 Years 5-24 Years
20 16.00% 12.00% 24.00% 18.00%
25 16.00% 12.00% 19.00% 18.00%
30 12.50% 10.00% 16.00% 12.00%
35 10.00% 8.00% 12.00% 10.00%
40 9.50% 5.75% 10.00% 8.00%
45 8.50% 5.00% 9.00% 6.00%
50 8.50% 4.50% 9.00% 4.50%
55 6.50% 0.00% 8.00% 0.00%
60 6.50% 0.00% 8.00% 0.00%
65 6.00% 0.00% 8.00% 0.00%
70 6.00% 0.00% 8.00% 0.00%

The actuarial assumption in regards to rates of withdrawal shown above are based on the rates used by the State
of Connecticut Municipal Employee Retirement System actuaries.
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ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

Termination prior to retirement (cont.)

Certified BOE: Rates based on gender and length of service for first Ten years and gender and age thereafter
(Connecticut State TRS 2020 Pension Valuation):

Service Male Rate Female Rate
0-1 15.00% 12.00%
1-2 11.00 11.00
2-3 8.50 9.50
3-4 7.00 8.00
4-5 5.50 7.50
5-6 4.50 7.00
6-7 4.00 6.50
7-8 3.50 6.00
8-9 3.50 5.50
9-10 3.50 5.00
10+ use age-related rates until eligible

to retire

Sample Age-Based Withdrawal Rates (until eligible to retire):

Age Male Rate Female Rate
25 1.80% 6.00%
30 1.80 6.00
35 1.80 4.25
40 1.80 2.50
45 1.80 2.00
50 2.25 2.40
55 4.00 3.90
59+ 5.50 4.00

The actuarial assumption in regards to rates of withdrawal shown above are based on the rates used by the
Connecticut State Teachers’ Retirement System actuaries.

Utilization

Town/RIP eligible Police/RIP eligible Fire: Percentage of actives who continue with medical coverage: 100% if

retirement during RIP period. Percentage of suspended retirees who may elect medical coverage at a future
date: 20%.

Non-Certified BOE and Non-RIP eligible Fire: 50% of current active members will elect medical coverage at
retirement.

Certified BOE: 100% of current active members will elect medical coverage at retirement.

Medicare Replacement

30%.

Medicare Eligibility

25% of current Certified BOE members hired prior to April 1, 1986 are assumed to continue coverage post-65,
without Medicare coverage.
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Spousal Coverage

50% of active members are assumed to be married and elect spousal benefits at retirement with wives 3 years
younger than husbands.

Healthcare Cost Trend Rates
7.00% in 2024, reducing by 0.20% each year to an ultimate rate of 4.40% per year for 2037 and later.
(Prior: 6.50% in 2022, reducing by 0.20% each year to an ultimate rate of 4.40% per year for 2033 and later.)

Dental is assumed to increase by 4.00% per year.

The trend rates were changed to align with the inflation assumption change and better reflect actual experience.
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Premiums/Allocation rates

Town/Non-RIP Police/Non-RIP Fire

Employee

Employee Plus Spouse

$21,502.44

$45,206.40

Town/RIP Police/RIP Fire

Employee Employee Plus Spouse
$23,500.08 $49,406.16
BOE
Employee Employee Plus Spouse
$22,869.24 $49,029.12
Post-65
Employee Employee Plus Spouse
$6,498.12 $12,996.24

Premiums were used as the basis for per capita costs.

Dental Premiums

Non-RIP Town/Non-RIP Police/Non-RIP Fire

Employee

Employee Plus Spouse

$440.76

$1,146.36

RIP Town/RIP Police/ RIP Fire

Employee Employee Plus Spouse
$493.56 $1,283.16

BOE
Employee Employee Plus Spouse
$431.04 $1,118.28

Patient Protection and Affordable Care Act (PPACA)

ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

For purposes of this valuation, extended coverage for adult children and 100% coverage of preventive care are
assumed to be reflected in per capita costs.

For purposes of this valuation, elimination of lifetime maximum benefits and removal of the limits on essential

healthcare are assumed to have no impact on plan liabilities.

USICG.COM

29



ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD OPEB PLAN

Summary of Plan Provisions

This exhibit summarizes the major provisions of the Plan. It is not intended to be, nor should it be interpreted as
a complete statement of all plan provisions. To the extent that this summary does not accurately reflect the plan
provisions, then the results of this valuation may not be accurate.

For Town Employees

Eligibility
Town - Current retirees with medical benefits (no future retirees). In addition, there is a group of current retirees
who have currently suspended benefits. These individuals and their spouse may elect medical at a future date.

Police and Fire - RIP eligible employees may qualify for subsidized benefits if they retire within a specific date
range. Fire employees who are either not RIP eligible or retire outside the eligibility period may continue
medical after retirement.

Benefits

Medical and dental benefits pre-65.
Medical benefits post-65.

Dependent Coverage

Coverage available for spouses at retirement for the spouse’s lifetime.

Retiree Contributions

Pre-65: RIP eligible employees who are eligible for subsidized benefits pay the contribution percentage at time
of retirement times the premium rate at retirement. The premium rate at retirement becomes the Town’s cap
and the retiree pays any premium above the Town’s cap. All other Fire employees can continue coverage by
paying 100% of the cost.

Post 65: The Town’s cap is 50% of the Medicare supplement rate at the time of retirement and the retiree pays
any premium above the cap. Fire employees who do not retire under the RIP may continue coverage by paying
100% of the cost.

All others are not eligible for post-retirement medical benefits.

For existing retirees: Individual caps were provided by the Town. For pre-65 retirees, the post-65 cost is capped
at 50% of the pre-65 cap. For two retirees, the Town pays 100% of the cost.
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For Board of Education Employees

Eligibility for Medical and Dental
Non-Certified Administrators and Supervisors: 25 years of teaching/administrative experience (the last 10 years

in Waterford) and be eligible to collect CT Teacher Retirement Benefits.

Teachers and Certified Administrators: Age 55 with 20 years of teaching/administrative experience (the last 10
years in Waterford) and be eligible to collect CT Teacher Retirement Benefits.

Paraprofessionals: Age 60 with 20 years of service.
Secretaries: 10 years of service.
Contract Workers: Age 55 with 5 years of service or 25 years of service.

Custodians: Age 55 with 5 years of service or 25 years of service.

Retiree/Spouse cost of medical coverage

Administrators: Administrators hired before 7/1/2004: Retirees and spouses pay 50% of the premium owed
under age 65 and 100% on or after age 65. Administrators hired on or after 7/1/2004 but before July 1, 2014:
Retirees and spouses pay 70% of the premium owed under age 65 and 100% on or after age 65. Administrators
hired on or after 7/1/2014: Retirees and spouses pay 100% of the premium owed under age 65 and 100% on or
after age 65.

Teachers: Teachers hired before 10/1/1993: Retirees and spouses pay 50% of the premium owed under age 65
and 100% on or after age 65. Teachers hired between October 1, 1993 and August 31, 2004: Retirees and
spouses pay 60% of the premium under age 65 and 100% on or after age 65. Teachers hired between September
1, 2004 and June 30, 2012: Retirees and spouses pay 70% of the premium under age 65 and 100% on or after
age 65. Teachers hired after July 1, 2012: Retirees and spouses pay 100% of the premium.

Non-Certified BOE: Retirees and spouses pay 100% of the premium owed for active employees while employee
is under age 65. There are no benefits on or over 65. Food Service employees are not eligible for benefits.

Plan of Coverage: Assumed the same as Active’s Plan. Assumed that retirees with current Medicare coverage
are not participating in this plan.
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