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Purpose of the Valuation

Town’s Ultimate cost  =  Benefits Paid  +  Expenses Incurred  – Investment Return  – Member Contributions

The ultimate cost of a pension or OPEB plan is based primarily on the level of benefits promised by the 
plan.  The fund’s investment earnings serve to reduce the cost of plan benefits and expenses.  Thus,

 Actuarial Valuation utilizes an actuarial cost method to assign a portion of this “ultimate cost” to 
the budget year. The valuation does not determine the cost of the plan but is a  tool used  to 
determine the appropriate level of Town contributions.

 Actuarially Determined Employer Contribution (ADEC) developed from the valuation is comprised 
of two components: amortization of unfunded liability (15 years “layered” for Police pension, 10 
years “layered”  for Volunteer Fire pension, 24 years for OPEB) & normal cost (assignment of 
benefits “earned” for the budget year).
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Police Pension Valuation - Overview of Results

 Funded ratio is 70.5% at July 1, 2023, vs. 72.8% in prior valuation

 ADEC for FY 2024-25 is $1.706M vs. $1.435M for FY 2023-24 

 Asset loss (unfavorable experience) - investment returns on a market value 
basis were below the 6.50% assumption (-2.7%/yr average over 2 years), 
while smoothed (actuarial) returns were +3.8%/yr average

 Liability loss (unfavorable experience) – driven mainly by the combined effect 
of actual retirement/turnover patterns, salary losses, and inactive mortality 
losses

 60.8% of total plan liability is due to members in pay status (vs. 57.2% in prior 
valuation)
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Police Pension - Assumption Review

 Investment return – Current assumption is 6.50%.  Based on the current target asset 
allocation and our (USI Advisors) capital market assumptions, we believe that a long-
term assumption of 6.50% is reasonable.   Most of our clients have “paused” lowering 
this assumption for 2022 and 2023 actuarial valuations.  

 Median for CT public sector pension plans (USI/H&H survey based on FYE 2022 CAFRs) 
is 6.50% (average is 6.46% for all plans; 6.55% for plans with $10-49 million in assets).  
NASRA issue brief (March 2024) shows average assumption of 6.91% (median 7.00%) 
for very large public sector pension funds.

 Mortality projection scale – There was not an annual update published in either 2022 
or 2023 by the Society of Actuaries.  Mortality projection scale is used to estimate how 
life expectancies are expected to change in the future.  This is used in conjunction with 
the underlying mortality table, which reflects estimated life expectancies today.

 The same comments apply for the Volunteer Fire pension plan.
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Police Pension – 2023 Executive Summary
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Volunteer Fire Pension Valuation - Overview of 
Results

 Funded ratio is 98.3% at January 1, 2023, vs. 90.5% in prior valuation

 ADEC for FY 2024-25 is $39K vs. $51K for FY 2023-24 

 Asset loss (unfavorable experience) - investment returns on a market value 
basis were below the 6.50% assumption (-2.0%/yr average over 2 years), 
while smoothed (actuarial) returns were +5.3%/yr average which 
generated an asset loss

 Liability gain (favorable experience) – driven mainly by the effect of lower 
than expected accruals by active members.  

 In addition, the Town’s actual contributions to the pension fund exceeded 
the ADECs during the past two years.

 20.0% of total plan liability is due to members in pay status (vs. 17.7% in 
prior valuation)



8Hooker & Holcombe, now part of USI Consulting Group 

Volunteer Fire Pension – 2023 Executive 
Summary
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OPEB Valuation – Overview of Results

 Funded ratio is 162.4% as of July 1, 2022 vs. 123.3% in prior valuation

 ADEC for FY 2023-24 is $8K vs. $326K for FY 2022-23 

 Asset gain (favorable experience) - investment returns on a smoothed 
(actuarial) basis for 2020-21 and 2021-22 of +8.0% and +5.2% (average of 
6.6%/yr. compounded) respectively (vs. 6.50% assumption), while market 
value returns were +5.4%/yr. on average (+14.2% for 2020-21 and -7.7% for 
2021-22)

 Liability gain (favorable experience) - mainly due to the combined impact of 
moving to the CT Partnership 2.0 plan as well as favorable demographic 
experience since the prior valuation
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OPEB – 2022 Executive Summary
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Looking Ahead

• Continue to monitor the current investment return 
assumption of 6.50%, based on capital market 
assumptions and long-term inflation expectations


