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Benefit payments. Annual retirement benefit payments currently total more than $1.2 billion annually. (These do 
not include cost-of-living adjustments – two since FY 08).  
 
Table 1.  Current retirees: When retired, Average Salary and Total Benefit Payments and COLA Adj. 
When Retired Number 

6/30/08 
Average 
Retirement 
Salary 

Total $ 
Annually 
(000) FY 08 

COLA on Pension: Annual wage 
adjust. on all retirement wage 

Pre-1980 2,750 $15,710 $43,202 5%  
1980-1997 20,480 $26,855 $549,998 3%  
1997 and after 14,863 $30,564 $454,278 Choice of 3% or formula below, 

except after June 30, 1999 formula 
below 

2009 (RIP) 3,898 $45,700 $168,861  
(FY 09) 

Formula -- 2.5%-6% depending on 
CPI 

Total 41,991 $28,966 $1,216,339  
Sources: FY 2008 SERS Actuarial Report and the Office of State Comptroller for 2009 RIP Data 
 
Overall, Connecticut’s state retiree benefits are generous. Comparison Nationally 20081: Private Sector -- $13,222 
Public Sector --$24,147  
 
When Hired # of Current 

Employees 
Average Salary 
(June 2008) 

 
Tier  

Employee 
Contribution 
(Pre-tax) 

Age to Retire 
(Generally) 
 

Pre-1984 353 $98,028 Tier I –
Hazardous 
Duty 

4% to Social 
Security 
Taxable Wage 
Base plus 5% 
earnings above 

 
Any -20 years 
of service 

Pre -1984 6,512 $84,987 Tier 1 (plan B 
or C) 

2% to  5% of 
earnings 
depending on 
Social Security 
participation 

55  

1984-1997 5,400 $80,282 Tier II 
Hazardous 

4% Any (20 years 
of service) 

1984 -1997 16,924 $71,670 Tier II 0% 60 
1997 and 
after 

5,692 $59,516 Tier II –A 
Hazardous 

5%  
Any -20 years 
of service 
 

1997 and 
after 

18,315 $50,623 Tier II-A 2% 62 
 

Not date-
driven; 
primarily in 
higher 
education  

9,800 Unknown Alternative 
Retirement 
Plan 

5%  

Sources: 2008 Milliman Actuarial Report of SERS and other Office of State Comptroller Information 
 
                                                 
1 Employee Benefits Research Institute. Figure 5 Mean Annual Income from Pensions and Annuities in Constant 2008 Dollars 
for Population Over 50. May 2010 Notes, Vol. 31. No 5., p. 17   
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Retiree Health Care Costs.  In FY 09, actual expenditures for retiree health care costs totaled almost $435 million, 
and estimated to be more than $542 million in FY 10.  The table below outlines the monthly premiums for current 
retiree health care benefits.  The retiree health plans have the same coverage, co-pays and benefit structure as those 
for active employees.  By comparison, monthly premiums for active employees are generally between $105 and 
$220 for subscriber+1, depending on plan chosen. (Approximated since payments are made each pay period; most 
expensive plan which is about $500 a month, closed after 2009 SEBAC agreement). 
 

Table II – CT Retiree Health Insurance Benefits 
When Retired Post-retirement healthcare premiums  (monthly)  
Pre-1980 $0 
1980-1997 $0 
1997-1999 $0 for most plans 
1999 and after 
 

Depends on plan -- $0 for many plans –others vary 
typically about $30 a month for 2 not on Medicare 

 
Until 2009, all payments for retiree health care were made on a pay-as-you go basis. However, as part of 
the 2009 SEBAC agreement, employees with less than five years of state service must pay 3 percent of 
their salaries for 10 years into a fund for their post-retirement health care (refundable if the employee 
leaves state service before 10 years.)   
 
Comparison on Contributions to Pension: Only 7 states have required employee contributions equal to 
Connecticut’s current 2% or below; five of those states require no contributions from employees.  
 
ISSUES 
 
Unfunded liability or legacy costs: The employer contribution rate for SERS is currently 24.96% of 
state payroll, or $944 million. However, of that, 15.96% of payroll ($603m) is funding the unfunded 
portion of current retirees (because of prior unfunded or underfunding pension payments), while about 
9% of payroll ($341m) is funding for current employees. This does not include payments for retiree 
health care benefits, which are currently on a pay-as-you-go basis, and in FY 10 is about $542 million 
annually for current retirees and their dependents. Also, this does not include funding for employees in 
the alternative retirement system – which includes approximately 9,800 employees – and in FY 10 the 
state’s contribution was $33.4 million.  
 
It is important to note that only about 1/3 of the current annual retirement contribution (ARC) is for 
current employees, while 2/3 of the ARC goes for retirees. However, the unfunded liability may continue 
to grow if underestimating the payments required to pay for future retirees occurs. This may be likely for 
a few reasons: 
 

 Connecticut’s actuarial estimates of investment income are among the highest of any state’s 
pension plan – 8.25%. Only six other states had the same estimate; only three had higher (8.5%) 
compared to about 7-7.5% nationwide2; without investment returns that closely match estimates, 
the unfunded liability will grow. 

 Connecticut’s 2008 funding ratio3 was slightly less than 52%, meaning that only a little more 
than half of estimated obligations (at present value) were being funded – only Illinois was less at 
46%; Since the economic downturn, the actuarial assessment of the funding ratio is now in the 
mid-40% range;   

                                                 
2 Wisconsin Legislative Council. 2008 Comparative Study of Major Public Employee Retirement Systems.  
3 Funding ratio is ratio of two numbers – the value of benefits earned compared to the value of assets to support the 
benefits 
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 Assumptions on wage inflation (4%) may be too low. According to the June 2008 actuarial 
valuation report, the compensation for active SERS had increased from $3,107.9 billion in FY 06 
to $3,497.4 billion in FY 08, an increase of 12.5% in two years alone. If state employee wage 
inflation is looked at over a longer period, (between FY 00 and FY 10) state payroll has grown at 
a greater rate than 4 percent (compounded) a year. Given the payroll amounts, even a small 
fraction of a percent difference can be important. 

    
 The contribution levels from current employees cited above, the relatively optimistic interest rate 

assumptions, and low wage inflation assumptions raise questions as to whether the state 
retirement system is chronically underfunded, not just because of prior liability but also because 
current funding does not adequately cover the current and future benefit obligations. 

 
In a recent New York Times article, Connecticut was cited as one of four states whose pension fund 
could run out of money within a decade unless changes are made.4  While the study’s conclusions 
are being refuted by the National Association of State Retirement Directors, it seems clear that 
Connecticut’s pension fund and its future financial stability is a matter of great concern.   
 
SPECIFIC CONCERNS WITH CONNECTICUT’S SERS PENSION PLAN 
 
A great number of current employees (about 14,000 TIER II post-RIP) make no contributions to 
their pension plan.  While Tier II-A employees do contribute, the 2% is also low compared to other 
states. Based on estimated payroll data of about $1 billion for Tier II, $10 million could be generated for 
every 1% of employee contributions (prior to investment returns).  
 
There is no cap on the retirement salary a retiree can be paid -- either by amount or by percentage of 
final average salary. (CT Teachers’ Retirement has a cap of 75% of FAS).  Connecticut does have a cap 
in the calculation of the FAS, which is no one year of the three-year calculation can be more than 130% 
of either of the other two. The two factors may contribute to retirement salaries increasing.   
The average retirement salary for the 2009 RIP is over $45,000 as shown in Table 1. This is more than 
$15,000 greater than the average of those retiring after 1997 but before June 2008 (date of last actuarial 
valuation). 
   
The COLA adjustments are generous compared to other states.  Connecticut’s COLA adjustment is a 
minimum of 2.5% (or 60% of CPI up to a cap of 6%) of total retirement salary annually. Since 2000, the 
2.5% threshold has always been greater than 60% of CPI, and in 2010, the CPI actually decreased (- 0.4).  
Most states do not have a minimum % COLA, but rather use CPI with a max. Massachusetts, Rhode 
Island, and New York also cap the amount of retirement income the COLA applies to (e.g. the first 
$15,000) rather than the total amount. Other states have a waiting period before a retiree begins receiving 
a COLA adjustment; Connecticut does not. On the other hand, some states (e.g., MA and NY) exempt 
retirement benefits from state income tax, while Connecticut does not. 
 
While COLA adjustments of 1% above or below CPI may not seem considerable, on annual retirement 
payouts of $1.2 billion, 1% is $12 million. Further, when there is a minimum COLA, in a year like 2010 
when CPI actually declined, the COLA payments of $30 million are adding to the base payout – in the 
payout year and for years to come -- but for non-existent inflation.  Further, Social Security recipients 
have not received a COLA increase in two years. Most active Connecticut state employees did not receive 
a COLA adjustment in FY 09 and many did not for either FY 09 or FY 10.  
 

                                                 
4 Article refers to a study by Joshua Rauh, PhD Northwestern University 
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The percent of active members in hazardous duty is increasing. Overall the percent of employees in 
hazardous duty employment as of June 2008 was 11,445, which was 21.5% of SERS active membership.  
This is in contrast with 3,306 hazardous duty retirees, which is only 13.7% of retirees. This may have 
implications for future retirement costs and liability: longer time in retirement; COLAs over a longer 
period, and more difficult final average salary to predict because of overtime. 
 
Further, the average annual benefit paid in FY 08 to regular SERS retirees ages 60 to 64 was $36,467, 
while the average benefit paid to those hazardous duty retirees in the same age category, the average 
annual benefit was $47,273, a more than $10,000 difference.5 The difference in annual average benefits 
between the two groups is even greater at younger ages, and the average annual retirement payment 
difference between the two groups overall was more than $15,000. 
 
Other than increasing employee contributions, actual retirement provisions for hazardous duty employees 
have not changed over time:  20 years to retire at half the FAS which is the final average salary6; method 
of calculating the FAS which includes overtime7.  Studies and reports have found that the use of overtime 
can be a salary “spiking” issue. 
 
EFFORTS AT REFORM 
 
Pursuant to Executive Order 38, a Commission on State Post-Employment Benefits was established in 
February 2010.  The commission completed its work, issuing a final report on October 28, 2010. The 
Executive Summary of the report is attached.  The full report can be accessed at  
 
   www.ct.gov./opm/lib/opm/secretary/opeb 
     

                                                 
5 Summary Statistics (p.47) from FY 2008 SERS Valuation Report  
6 Final average salary for SERS is 3 highest-paid years, including overtime and longevity  
7 New York Times, July 7, 2010. Cuomo Finds Pattern of Workers’ Inflating Pensions 

http://www.ct.gov./opm/lib/opm/secretary/opeb
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