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MEMORANDUM e 1 880 587 2110
fax +1 860 B8Y 2111

Date: - July 9, 2010 I

To Bob Dakers

From: Becky Sielman

ce: Tom Woodruff

Re: - - April 1, 2608 OPEB Valuation ~ Breakdown of Resuits

Bob —

Per our discussion on June 29, 2010, we have broken out the prefiminary 2008
OPEB valuation results info several calegories — SERS versus non-SERS
members, retirees and terminated vested members versus active members, and
for active and terminated vested members the cost of pre-65 versus post-65
coverage and member versus dependent coverage. The results are shown on
the attached exhibits. There is one exhibit for each of the three dsscount rate
scenarios (4.50%, 6.08%, and 8.25%).

~ As we discussed, it is important to bear in mind when discussing eliminating ..

dependent coverage that there is a significant difference between removing
dependents from access to the State’s benefits and allowing dependents to stay
on the State's benefits and pay 100% of the premium. In the latter situation,
there is still an Accrued Liability per GASB 45 due to the Implicit Rate Subsidy
that would be provided to dependents.

Caveats

The attached exhibits are based on the preliminary results of our April 1, 2008
OPEB valuation, including the data, plan provisions, methods and assumptions
contained therein. We expect that our valuation report will be published by the
end of the summer. The explanatory notes contained in our April 1, 2006
valuation report, including statements of reliance and limitations on use, continue

to apply.

The results of our study depend on future experience conforming to the actuarial
assumptions used in this analysis. It is certain that actual experience will not
conform exactly to the assumptions used in this analysis. To the extent future
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experience deviates from those assumptions, the results of this analysis could
vary from the results presented here. Future measurements (for example, of
OPEB obligations, costs, contributions, or funded status as applicable) may differ
significantly from the current measurements presented in this analysis due to
such factors as 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 assignment, we did not perform an analysis of the potential range of
such future measurements. '

We performed a limited review of the data used directly in our analysis for
reasonableness and consistency and have not found material defects in the data.
If there are material defects in the dafta, it is possible that they would be
uncovered by a detailed, systematic review and comparison of the data to search
for data values that are questionable or for relationships that are materially
inconsistent. Such a review was beyond the scope of our assignment. If the
‘underlying data or information is inaccurate or incomplete, the results of our
analysis may likewise be inaccurate or incomplete and our calcutations may need
to be revised.

This analysis was prepared exclusively for the Comptroller's Office and the Office

~of-Policy-and-Management:-—it-is-a-complex;-technical-analysis-that-assumes-g-

high level of knowledge concerning the State's OPEB benefits, and uses the
State's data, which Milliman has not audited. [t is not for the use or benefit of any
third party for any purpose. Any third party recipient of Milliman’s work product
who desires professional guidance should not rely upon Milliman’s work product,
but should engage qualified professionals for advice appropriate to its own
specific needs. Milliman does not intend to benefit any third party recipient of this
analysis and assumes no duty or liability to any such third parties.

| am a member of the American Academy of Actuaries and meet the Qualification

Standards of the American Academy of Actuaries to render the actuarial opinion
contained herein. '

RAS 25 SGTO70910BreakdownOfResults doox
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STATE OF CONNECTICUT OTHER POST-EMPLOYMENT BENEFITS PROGRAM
04/01/2008 VALUATION PRELIMINARY RESULTS

Details of Accrued Liability ($000s) Discount Rate=  4.50%
SERS
Tier| Tier it Tier A in Pay Term. Non
Actives Actives Actives Status Vested SERS Total
Accrued Hability, current employees-
Member pre-65 390,370 1,375,732 554,684 0 0 260,728 2,581,515
Member post-65 956,218 2,622,284 1,062,259 6 D 766,942 5,407,101
Bependent pre-65 280,517 1,058,930 440,585 0 1] 233,460 2,013,192
Bependent post-65 792,280 2,199,352 861,622 L 0 762,931 4,646,185
Current Retiress 0 ¢ 1] 0 g 1] 0
Total 2,419,383 7,256,208 2,948,150 0 0 2,023,762 14,648,593
Accrued liability, current retirces
Membher pre-65 0 e 0 0 737,185 -0 737,186
Member post-6h 0 4] 0 0 1,223,080 0 1,223,080
Dependent pra-65 0 0 o 0 587,689 0 587,689
Bependent post-65 0 0 o 0 846,976 0 946,979 1
Current Retirees 0 0 ¢ 80828312 g 395,134 8,425,446
Total ] ] 0 8028312 2,494,903 395,134 11,918,349
Total Accrued Liability 2,419,383 7,256,288 2,849,180 8,028,312 3494,903 2,418,886 26,566,942
Amortizatlon Payment
Current Employees :
Member pre-65 14,384 50,693 20,439 ) 27,163 9,697 122,286
Member post-65 35,235 96,626 9,142 9 45,068 28,260 244,331
Dependent pre-65 10,336 39,09 16,235 0 21,655 8,581 95,836
Dependent post-§5 29,194 81,042 32,854 ¢ . 34,894 28,112 206,098
Current Retirces 1] o ¢ 205,827 0 14,560 310,387
Total 89,149 267,380 108,670 295,827 128,780 89,130 978,936
Normal Cost
© Current Employees
Member pre-65 8,432 61,643 80,064 0 1] 25,102 175,241
o MemberpostB5. .. A7644. . 100315 46352 . .. .0 . ) SRR :: % {-7: SO . - £ 1 SO
Dependent pre-65 6,397 48,553 65,014 9 0 . 23,849 143,813
Dependent post-65 14,462 86,165 424,989 0 0 65,677 291,282
Current Retirees 0 0 0 0 0 1] ¢
Total ) 46,925 297,676 416,419 O 0 180,792 941,812
Interest
Current Employees
Member pre-65 257 4,264 1,131 0 306 390 3,248
Member post-65 595 2,227 2,087 1] 507 1,062 8,478
Pependert pre-65 188 285 814 o 244 365 2,696
Dependent post-65 4N 1,881 1,776 0 393 1,055 5,596
Current Retirees ] 0 0 3,328 0 164 3,492
Tatal 4,531 5,357 5,808 3,328 - 1450 3,036 21,610
Annual Reguired Confribution
Current Employees
Member pre-65 23,073 113,600 104,634 1} 27,462 35,099 300,875
Member post-55 53,474 200,168 187,681 0 45,575 95,486 582,284
Dependent pre-65 16,921 88,557 82,183 0 21,899 32,805 242,345
Dependent post-65 44137 169,088 159,619 0 35287 | 94,844 502,575
Current Retirees 0 0 1] 209,155 4 14,724 313,878
Total 137,605 571,413 530,997 209,155 130,230 272,958 1,942,358
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STATE OF CONNECTICUT OTHER POST-EMPLOYMENT BENEFITS PROGRAM
04/01/2008 VALUATION PRELIMINARY RESULTS

Details of Accrued Liability ($000s) DiscountRate=  6.08%
SERS
Tiert Tier it Tier HA In Pay Term, Non
) Acfives Actives Actives Status Vested SERS Total
Accrued liabiity, current employees )
Member pre-63 333,653 1,102,738 414,088 i} g 205,323 2,085,798
Member post-B5 673,737 1,728,910 663,255 0 o 519,793 3,585,695
Dependent pre-65 245,426 857,459 330,535 o 0 186,705 1,620,125
Rependent post-65 588,569 1445313 554,985 0 /] 518,040 3,076,907
LCurrent Retirees O 0 1] 0 0 0 L
Total 1811,385 5134418 1,962,862 0 0 1,429,860 10,338,525
Accrued liability, current retiress
Member pre-65 ] 0 g 1] 617,335 0 617,335
Member post-65 6 0 1] 1] 794,851 0. 794,851
Dependant pre-65 0 a o 0 492,201 0 492201
Dependent post-65 1] 0 0 i} 617,978 8 617,978
Current Retirees 0 ¢ 0 6,622,763 0 330,396 5,953,159
Total o yj 0 6,622,763 2,522,365 330,396 9,475,524
Total Accrued Liability 111,385 5,134,418 1,062,862 8,622,763 2522365 1,760,256 19,814,049
Amoriization Payment
Current Emptoyees
tember pre-68 14,875 49,492 18,584 0 27,706 9,218 119,972
Member post-65 30,238 77,595 28,767 & 35,874 23,329 198,603
Dependent pre-65 11,015 38,483 14,835 0 22,080 8,379 94,802
Dependent post-65 25,069 64,367 24,908 ¢ 27,735 23,250 165,829
Current Retirees 0 4] ] 297,235 i} 14,828 $12,063
Total 81,207 230,437 88,004 297,236 113,205 79,601 BE9,269
Normal Cost
Current Employees
Membear pre-65 7,063 48,138 57,835 ] 0 18,711 131,747
Member post-65 - 1,783 63,012 87,915 o 0 41E04 204314
A ¢+ -1 [0 11 1 S - .1 B {1l R VAV T] [V 0 17,986 108,807
Dependent post-85 9,674 83,448 74,709 0 0 41,385 179,216
Current Retirses 0 0 0 0 0 )] ]
Fotal 33,569 202,827 267,601 0 L 419,686 624,083
Interest
Current Employees
Member pre-65 338 1,484 1,162 1] 421 424 3,326
Member post-65 639 2,137 1,789 0 542 987 6,094
Dependent pre-65 250 1,168 942 1] 336 401 3,085
Dependent post-65 528 4,798 1,514 0 424 982 5,244
Current Retireps ¢ i} 4] 4,518 0 225 4.743
Totat 1,752 6,585 5,407 4,518 1,721 3,019 23,002
Annual Required Contribution
Current Employees
Member pre-65 22,373 99,114 77,581 0 28,127 28,350 255,548
Membeor post-64 42,660 142,744 119,471 0 36,216 65,920 407,011
Dependent pre-65 16,715 77,878 62,919 o 22,428 28,765 206,704
Dependent post-55 35,271 120,113 101,131 ] 28,187 65,617 360,289
Current Retirees 0 8 0 301,753 0 45,053 316,806
Total 117,018 439,819 361,102 301,783 114,926 201,706 1,536,354

This work product was prepared solaly for the State for the purposes described herein and may not be appropriate to use for other
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STATE OF CONNECTICUT OTHER POST-EMPLOYMENT BENEFITS PROGRAM
04/01/2008 VALUATION PRELIMINARY RESULTS

Details of Accrued Liability {$000s) ‘ DiscountRate=  B.26%
SERS
Tierl Tier Tier HA in Pay Term. Non
: : Actives Actives Actives Status Vested SERS Total
Accrued lisbility, current employees
Member pre-65 273,980 833,293 286,742 0 0 152,805 1,546,820
Member post-65 432,869 1,026,984 e 0 0 322,374 2,153,641
Dependent pre-65 206,123 854,218 229,915 ] 0 141,374 1,231,630
bependent post-65 358,904 855,324 305,705 0 0 424,718 1,845,741
Current Retirees 4} 1 ] £} 0 0 0
Total 1,271,966 3,369,819 1,197,776 0 o 938,272 6,777,833
Accrued liability, current refirees ‘
Member pre-55 0 0 @ 0 491,446 0 451,446
Member post-65 0 0 0 0 458,634 . o 458,634
Dependeni pre-65 o 9 o [+] 391,880 1] 391,880
Dependent post-65 ¢ @ (1] 0 358,331 0 358,3M
Current Retirees 0 & 0 5,279,885 0 266,737 5,546,622
Total 0 0 4 5,279,888 1,700,291 266,737 7,246,913
Total Accrued Liability 1,271,966 3,369,819 1,197,776 5279885 1,700,231 1,205,008 14,024,745
Amortization Payment
Gurrent Employess
Member pre-85 15,658 47,622 16,387 0 28,086 8,733 116,486
Member post-65 24,738 58,691 21,226 0 26,211 18,423 149,289
Pependent pre-65 1,780 37,388 13,139 0 22,398 8,079 92,782
Dependent post-65 20,518 48,881 17,699 0 20,478 18,386 125,860
Current Refirces & 0 0 301,741 0 15,244 316,985
Total 72,692 192,582 68,451 301,741 9711 68,565 801,502
Normal Cost
Gurrent Employees
Member pre-65 5,626 35,021 38,317 0 o 12,917 91,881
oo MO POSEBE. o T 008 DAI2E o ABTO0 D ol 23,348 0 ANLITES
_ Bependent pre-65 4,410 28,026 31,338 ¢ 0 . 12,568 76,342
Pependent post-65 5,767 29,025 39,452 o i3 23,258 97,512
Current Retirees 0 ¢ 0 0 0 o 0
Total 22,811 126,397 158,317 0 b 72,088 77513
Interest
Current Employees .
Mewber pre-66 438 1,705 1,128 0 579 447 4,208
Momber post-65 655 1,918 1,401 o 541 a61 5,376
Rependent pre-65 334 1,348 7 0 462 428 3,488
Dependent post-65 542 1,607 1,172 0 422 859 4,609
Current Retirges 0 g 0 6,223 1] 34 6,537
Total 1,870 6,578 4,625 8,223 2,004 2,907 24,308
Annual Required Centtibution
Current Employess
Member pre-65 21,723 84,348 65,832 0 28,665 22,087 212,665
Member post-65 32,401 94,934 89,327 ] 256,752 42,628 266,043
Bependernt pre-65 16,524 66,763 45,394 o 22,858 21073 172,612
Depandent post-65 26,825 79,513 £8,340 0 26,900 42,503 228081
Current Retiress 0 (i 0 307,964 ] 15,558 323,522
Total 97,473 325,568 228,893 307,964 98,175 143,860 1,202,923
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2008 VALUATION RESULTS - SENSITIVITY ANALVYSIS AND

CONFIDENTIAL - FOR DISCUSSION PURPOSES ONLY

STATE OF CONNECTICUT
OTHER POST-EMPLOYMENT BENEFITS PROGRAM

ESTIMATED IMPACT OF SEBAC 2009 CHANGES

. Baseline valuation resnlts

. Valuation results w/
health care trend plos 1%

. Valuation results w/

health care irend minus 1%

. Valuation results w/
health care frend plus 2%

. Valuation results w/

health care trend minus 2%

. With SEBAC 2009

Rx/preventive co-pay changes only ™

. With SEBAC 2009 change
effective 7/1/10: actives w/ less than §
years of service contribute 3% of salary **

. With SEBAC 2009 change
actives w/ less than [0 years of
service contribute 3% of salary *+*

. Valuation resufts

if actives retire one year later
than assumed *

# 8.25% = fully funded scenaria; 6.08% ~ comptroller's proposal scenario: 4.50% = unfinded scengiric

¥ Estimaied.

(% millions)

April 1,2008
Discount Rate # Accrued Liability

825%
6.08%
4.50%

8.25%
6.08%
4.50%

£.25%
6.08%
4.50%

8.25%
6.08%
4.50%

8.25%
6.08%
4.50%

8.25%
6.08%
4.50%

8.25%
6.08%
4,50%

8.25%
6.08%
4.50%

8.25%
6.03%
4.50%

14,0235
19,814
26,567

16,256
23,566
32,297

12,217
16,852
22,136

19,036
28370
139,792

10,738
14,488
18,673

13,736
19,409
26,026

14,0235
19,814
26,567

14,25
19,814
26,567

13,597
19,249
25,860

% Change

VS,

baseline

15.9%
18.9%
21.6%

-12.9%
-14.9%
~16.7%

35.7%
43.2%
49.8%

-23.4%
26.9%
-29.7%

-2.1%
-2.0%
2.0%

0.0%
0.0%
0.6%

0.0%
0.0%
8.0%

-31%
-2.9%
2.7%

FY 2009
ARC

1,203
1,536
1,942

1,428
1,886
2,451

1,004
1,268
1,561

L716
2,345
3,138

881
1,059
1272

1,178
1,505
1,902

1,186
1,519
1,925

1,166
1,499
1,905

1,152
1,473
1,866

% Change
vs.
baseline

18.7%
22.8%
26.2%

-14.9%
-174%
-19.6%

42.6%
52.7%
6l.6%

-26.8%
31.1%
-34.5%

-2.1%
-2.0%
-2.1%

-14%
~1.1%
-0.9%

-3.1%
2.4%
-1.9%

4.2%
4.1%
-3.5%

** Estimated, Based on estimated $577 million fotal salaries for actives with less than 5 years of service, Above estitiate does not

reflect additional accrued liability and normal cost resulting from refund of emplayee contribution provision,
*¥%* Estimeded. Bused on estimated §1.238 billion total salaries for actives with less than 10 years of service, Above estimate

reflects effect afier this change has been fully phased-in, but does not reflect additional acorued liabilfty and normai cost
resulting fiom refund af employee coniribution provision,

Excepl as otherwise indicated in this exhibiy, the explanatory notes contained

in the April 1, 2008 acfuarial valuation report, including statements of reliance and Jimitations on use, continue (o apply.
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