FIFTEEN ROPE FERRY ROAD PHONE: 860-442-0553
WATERFORD, CT 06385. 2886

wwwwaterfordetorg

RETIREMENT COMMISSION
SPECIAL MEETING AGENDA

TUESDAY  JANUARY 21,2025 7:00p.M. BDOF EDUCATION CONFERENCE R

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
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FIFTEEN ROPE FERRY ROAD

PHONE: 860-442-0553
WATERFORD, CT 06385-2886

www.waterfordet.org

Retirement Commission Wednesday, March 27, 2024

Special Meeting Minutes 5:30pm Waterford Town Hall
Present: Susan Driscoll, Mark Gelinas, Craig Merriman, Michael Rocchett] {arrived 6:06pm)

Gther: Bevon Francis, Fiduclent Advisors

Absent: Linda Finnegan, Rab Brule, Paul Goldstein

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

1. Meeting called to order at 5:35pm. After confirmation of fourth member in transit, consensus of

members 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.)

2. 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
our 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.,

£ ) =
3. Etection of Commission Chair for 2024: Qutgaing Chair Driscoll asked for non%watio@ 9
Motion by Rocchetti and seconded by Merriman to nominate Driscoll as Chait for 2024, =
Vete: 3-1-0 No: Driscoll Motion Passed 8-3;5';) = r’_"ﬁr\t;a
2 by} ¢ :j..—l'__._‘
4, Public Comment: None = W 53
oy > P
5. Approval and acceptance of minutes: of Special Meeting on November 3 C o ..“—3‘{‘}
Motion by Gelinas and seconded by Rocchetti to approve the minutes as pré ntede:
Vote: 2-0-2  Abstain! Rocchetti, Gelinas Motion: Passed o @
6. Cansideration of Pension and OPEB Funds 4™.quarter 2023 status reﬁports from Principal Custody

Solutions. Director Allen briefly explained the reports in tayperson’s terms, noting that they track our
cash flow and show where/when/whether expenses and income are accurring as reported elsewhere.

7. 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.

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

Respectfully submitted,
Rebekea L. Hali, Secrdtary
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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 Cormmission 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 $8,096,460 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 (COLA) 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%. AH general employees, police, and firefighters are
covered by MERF B, a State administered plan. Employees who retired prior 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 payroil using staffing levels as of November 2024, The employea 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,
Effective 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
iinked 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 FY2025. The next actuary valuation is
scheduled 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 siteen{16) retirees who receive post-retirement
healthcare benefits. in addition, there are another 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 inthe 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 aiso
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 April 2016 for both the pension
trust and the OPEB trust fund.




BUDGET SUMMARY (contmuedl

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

A TR G

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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CONNECTICUT RETIREMENT SERVICES Division

OFFICE ofthe STATE COMPTROLLER
165 Capitol Ave.

RETIREMENT SERVICES Har:ford, CT 06106

DrvisioNn

February 29, 2024

Ms. Christy Gregg
Director of HR
Waterford Public Schools
15 Rope Ferry Road
Waterford, CT 06385
cgrege@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 helow 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:

Normai Cost 8.21%
Unfunded Accrued Liability 15.89%
Total 24.10%

*+  As stated in the Retivement 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 incregse from 4.75% to 5.25%. Please note
that the employee contribution rate for wages above the Sociaf Security Wage Base is 8.00%,

s There is no annual 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 I5, 2024

meeting, A copy of the June 30, 2023 actuarial valuation report can be found on the Office of the State Comptroller’s website
at hitpsi/www os¢ictgoviebsd/reports/index. html.

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 i o s

Jehn Herrington, Director
Retirement Services Division




StarE of
CONNECTICUT

RermeMment SErvices Division
QFFICE ot STATS COMPTROLLER
165 Capirol Ave.
Hartford, CT 05106

RETIREMENT SERVICES
Prvigion

February 29, 2024

Ms, Christy Gregp
Director of HR

Waterford Fire Department
15 Rope Fetry Road
Waterford, CT 06385
<grege@waterfordct.ong

: Flre 152 F
Dear Ms. Gregg:

The purpose of this letier 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 hes authorized the contributions rates below to bs effective for the July 1, 2024 to June 30, 2025 fixcal year.

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

Normai Cost 8.21%
Unfunded Accrued Liability 15.89%
Total 124, 10%

*  Asstared in the Retirement Servioes 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 yoars. Therefore, effective July 1, 2024, the
employes contribution rates for members covered by Social Security will increase from 4.75% to 5.25%. Please note
that the employce contribution rate for wages sbove the Social Sesurity Wage Base is 8.00%.

¢ There is no ennual amortization payment for prior service.

The CMERS administrative charge is $2,600. This charge is based on $130 per active and retired membes, Our most
recent filea show 12 active members and 8 retired members.

The State Employees Retirement Commission approved the above total contribution rate of 24.10% at its Februnry 15, 2024
mesting. A copy of the June 30, 2023 actuarial valustion report can be found on the Office of the State Comptrolier’s website

at ARRLIWW a3l el st Thsd pepiriuindex him!

I you have any questions regarding the information provided in this Jetter, please contact Kathryn Balmt, a CMERS staff
member, a1 (360)702-3565.

Very truly yours,
THE CONNECTICUT MUNICIPAL EMPLOYEES RETIREMENT SYSTEM

NG D

John Hemrington, Director
Retirement Services Dlvision



StaTr 6
CONNECT I{;UT RETIREMENT SERvICES Division
o OFFICE ofshs STATE COMPTROLLER
e 165 Capitol Ave.
RETIREMENT SERVICES Hartford, CT 06106

Division

February 29, 2024

Ms, Christy Gregg
Ditector of HR

Town of Waterford

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

RE; Waterford Town 152-W
Dear Ms. Gregg:

The purpose of this Istter is fo advise you of the costs for the above referenced unit to participate in the Connecticut Municipat
Employees Retirement System (CMERS) for the fiscal year begianing 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 fiscal year,

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

Normai Cost 5,608
Unfunded Accrued Lisbility H08%
Total 16.68%

*  Asstated in the Retirement Sexvices 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 Socis) Security will increase from 4.75% to 5.25%. Please nole
that the employee contribution rate for wages above the Social Security Wage Base is §.00%.

¢ There is no annual amortization payment for prior service.

¢  The CMERS administrative charge is $10,790. This charge is based on $130 per active and retived mesber. Qur rmost
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 actuarial valuation report ¢an be found on the Offics of the State Comptroller's website

ity fwwv o of povihad m

fCDOEN NG e b

If you have any questions regarding the information provided in this letter, please contact Kathryn Balut, a CMERS staff
metnber, 8t (860)702-3565,

Very truly yours,

THE CONNECTICUT MUNICIPAL EMPLOYEES RETIREMENT SYSTEM
BY:

John Herrington, Director
Ratirement Services Division



Srare of
CONNECTICUT RETIREMENT SERVICES DIvisSioN
. . OFFICE ofdhe STATE COMPTROLLER
" 165 Capitol Ave,
RETIMEMENT SERVICES Hartford, CT 06108

Dvision

February 29, 2024

Ms. Christy Grepg
Director of HR

Tovwn of Waterford

15 Rope Ferry Road
Waterford, CT 06385
cgregg@waterfordetorg

BE: Waterford Gen Gov Admin 152-T
Dear Ms, Grege:

The purpose of this letter is to advise you of the costs for the above referenced unit to participate in the Connectict Municips)
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 J uly 1, 2024 to June 30, 2025 fiscal year.

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

Normal Cost 5.60%
Unfunded Accrued Lisbility 11.08%
Total 16.68%"

*  Asstated in the Retirement Services Division letter dated June 25, 2019, Public Act No. 19-124 includes en increase
in employes 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 ingrease from 4.75% 1o 5.25%, Plense mote
that the employes contribution rate for wages above the Social Security Wege Base is §.00%.

o There is no annual amortization payment for prior service.

¢  The CMERS sdministrative charge is $7,020. This charge is based on $136 per active and retired member. Gur most
recent files show 22 active members and 32 retired membaers.

The State Employees Retirement Commission approved the abova total contribution tate of 16.68% at its February 15, 2024
meeting. A copy of the June 30, 2023 actuarial valuation vepart can be found on the Office of the State Comptroller’s website
iy, 056 ¢ sovitbad tenbrtaindex him}.

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

VNG S

John Herrington, Director
Retirement Services Division



StatE of
CONNECTICUT ReTiREMENT SERVICES DIvision
OFPICE ofshs STATE COMPTROLLER,
o 165 Capisol Ave,
RETIREMENT SERVICES Hartford, CT 06106

Division

February 29, 2024

Ms. Christy Gregg
Director of HR

Town of Waterford

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

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

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

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

Normal Cost 560%
Unfunded Accrued Liabifity 11.08%
Totml F16.68%

*  Assiated in the Retivoment 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 fiscai years. Therefore, effective July 1, 2024, the
employee contribution rates for members covered by Sacial Security will increase from 4.75% to 5.25%. Please note
that the employee contribution rate for wages abova the Social Security Wage Baso is 8.00%.

»  There is no annual amortization payraent for priot service,

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

The State Employees Retirement Commission approved the above tota] contribution rate of 16.68% at its February 15, 2024

meeting. A copy of the June 30, 2023 actuarial valuation report can be found on the Office of the State Compiroller's website
at hop/fwww osc ctbovirhadfiepondinde S
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If you have any questions reganding the informetion provided in this letter, please contact Kathryn Balut, a CMERS staff
member, at (§60)702-3565.

Very truly yours,
THE CONNECTICUT MUNICIPAL EMPLOYEES RETIREMENT SYSTEM

NNE S

Tohn Herrington, Director
Retirement Services Division



STATE of
CONNECTICUT

RermemzNT SERVICES DIvision
QFPICE ofthe STATE COMPTROLLER
165 Capitol Ave.
Hartford, CT 06106

RETIRRMENT SERVICES
Dmiston

February 29, 2024

Ms, Christy Gregg
Director of HR

Waterford Public Schools
15 Rope Ferry Road
Waterford, CT 068385
cgreggi@waterfordet.org

RE: Waterford Non-unfon Educ 152-8
Dear Ms, Gregg:

The purpose of this letter is 1o advise you of the costs for the above referenced unit to participate in the Connecticut Municipal
Employees Retirement System (CMERS) for the Hscal year beginning July 1, 2024, The State of Connecticut Retirement
Commission has suthorized the contributions rates below to be effective for the July 1, 2024 1o Juns 36, 2025 fiscal year.

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

Normal Cost 5.60%
Unfunded Accrued Lisbility 11.08%
Total 16.68%:

®  Asstated in the Retirement Services Division letter dated June 25, 2019, Public Act No. 9-124 includes an increase
in employes contributions to MERS in sach of the six subsequent 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%. Please note
that the cmployee contribution rate for wages above the Social Security Wage Basa is 8.50%.

¢ 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. Cur most
recent fiies show 39 active members and 23 retired members,

The State Employees Retiroment Commission approved the shove total contribution rate of 16.68% at its February 15, 2024

meeting. A copy of the June 30, 2023 actuaria) valuation report can be found on the Office of the Staie Comptroller's website
at fes v geest govithsdreporiviindey Sl

»

If you have any questions regarding tho information provided in this lefter, plense contect Kathryn Balut, 8 CMERS staff
member, at (860)702-3565.

Very truly yours,

THE CONNECTICUT MUNICIPAL EMPLOYBES RETIREMENT SYSTEM
NN LT

John Herrington, Dirsctor

Retirement Services Division
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ACTUARIAL VALUATION REPORT
TOWN OF WATERFOAD RETIREMENT PLAN

Executive Summary

Number of members

Active employees Q 0

Terminated vested members 0 0

Retired, disabled and beneficiaries 6 7

Total 6 7

Covered employae payroll N/A NiA
Average plan salary N/A N/A
Actuarial present value of future benefits 717,548 786,000
Actunrial accrued Habllity 717,548 786,000
Plan assets

Market value of assets 508,200 635,050

Atluarlal value of assets 554,662 587,576
Unfunded acerued labiliy 163,286 198424
funded ratio 77.3% 74,8%
Actuarlaily determined employer contribution (ADEC)

Fiscal year ending 2025 2023

ADEC 22,450 27,280

Fiscal year ending iiﬁiﬁ? 2024

ADEC 22,050 27,280

Hooker & Holcombe, now part of USI Consulting Group | HHCONSUNTANTS.COM | USICR.COM 1



Executive Summary

OPED

ACTUARIAL VALUATION REPORT
TOWN OF WATERFORD QPEB PLAN

| w20 auyda0z2
Number of members
Active members 414 368
Retired members and dependents 168 179
Total 582 547
Covered employee payroli 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 8,206,097
Unfunded accrued Hability 20,902,949 20,868,668
Funded ratio 38.7% 30.6%
Actuarially determined employer contribution (ADEC)
Fiscal year ending 22026 - 2024
ADEC 2,804,332, 2,505,310
Fiscal year ending 2027 2025
ADEC 2,818,488 2,516,833

USICG.COM



FIFTEEN ROPE FERRY ROADL
WATERFORD, €7 063852886

FHONE: 860-442-0553
wwawiwaterfondat.ong

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 Retirement 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 normai
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 1 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 emplayee 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 repotts 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
earnings 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 bienniat 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 FY24 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 OPER 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 comtracted 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 lability accumulated from prior years, commencing with the 2006 liability, is being
phased in over 30 years. The first OPEB Actuarial Valuation report—1July 1, 2016—disclosed the net
cost (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 FY19. 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 2 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 FY23 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 OPER
liability had increased again—to $20,902,949 as of July 1, 2024,

Respectfully submitted,

)4 ok wsw@

Susan Driscoll, Chair
Waterford Retirement Commission January 2025



