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AUDITORS 1 REPORT 

STATE COMPTROLLER - RETIREMENT DIVISION 

CONNECTICUT MUNICIPAL EMPLOYEES' RETIREMENT SYSTEM 

FOR THE FISCAL YEAR ENDED JUNE 30. 1990 

We have made an examination of the financial records of the Connecticut 

Municipal Employees' Retirement System, maintained by the Retirement Division 

of the State Comptroller's Office, for the fiscal year ended June 30, 1990. 

We have also included within the examination the records of the Policemen and 

Firemen Survivors' Benefit Fund, which is administered by the Retirement 

Division as an adjunct of the Municipal Employees' Retirement System. 

This report thereon, consists of the Comments. Recommendations and 

Certification which follow, together with the Statements described below: 

Special Revenue and Fiduciary Funds: 

Statement 1 - Combined Balance Sheet 

Schedule la - Investments Owned. Together with an 

Analysis of Investment Transactions 

Schedule lb - Resources to be Provided to Amortize the 

Unfunded Past Service Costs 



Section 7-439b of the General Statutes provides for annual cost-of-living 

increases effective on July first of each year for each retired member or 

surviving annuitant of a retired member receiving regular benefit payments, 

beginning with the first July following the date the retired member reached or 

would have reached the age of 65. Within the limits of a minimum of three 

percent and a maximum of five percent, the increase is based on the 

determination of the annual yield of the assets of the fund. When valuing the 

assets, the actuary is to use an adjusted asset value, such that market values 

of the assets are adjusted to recognize a portion of realized and unrealized 

gains and losses each year until fully recognized. The amount of the increase 

is the excess of the annual yield over a six percent yield, within the limits 

of a minimum of three percent and a maximum of five percent. Whenever the 

annual yield is less than nine percent, the past service amortizations of the 

participating municipalities are adjusted at the next actuarial valuation, to 

fund the difference between the amount of increase supported by the annual 

yield and the three percent increase actually granted. The amortization 

period to fund the liability that results from the cost-of-living increase 

will be determined by the Retirement Commission, but may not exceed 30 years. 

Eligible recipients received a five percent cost-of-living adjustment on 

July 1, 1989. 

Section 7-441 of the General Statutes, which prescribes the various 

contributions required of participating municipalities, provides that each 

municipality must pay to the Retirement Commission an annual proportionate 

share of the Fund's administrative costs, as determined by the Commission on 

the basis of the number of members employed by each municipality. During the 

fiscal year ended June 30. 1990. the participating municipalities were 

required to contribute $50 per member for such administrative expenses. These 

moneys are deposited to the Administration Fund which was established to 

account for all administrative contributions and expenditures. 



During the audited period several public acts, amending the Municipal 

Employees' Retirement System, took effect. They include the following: 

1. Public Act 89-46 - excluded from membership any police officers 
or firefighters who will attain the compulsory retirement after 
less than ten years in Fund B. 

2. Public Act 89-162 - allowed police and firefighters to work after 
the age of sixty-five and all other employees to work after age 
seventy with annual approval of the legislative body of the 
employing municipality. 

3. ' Public Act 90-232 - for the purposes of refunding contributions 
from withdrawing municipalities, this Act added interest to the 
exclusion from returned contributions of previously retired 
members. 

4. Public Act 90-308 - provided any member of the municipal 
employees' retirement system elected to serve as an official of 
the state during the 1988 calendar year or thereafter may elect, 
during the time he so serves, but no longer than ten years, to 
continue membership in said fund. 

Policemen and Firemen Survivors' Benefit Fund: 

The Policemen and Firemen Survivors' Benefit Fund operates, generally, 

under the provisions of Sections 7-323a through 7-323i of the General 

Statutes. The primary objective of the Fund is to provide benefits for 

surviving dependents of deceased municipal policemen and firefighters. Any 

municipality may, by ordinance or collective bargaining agreement approved by 

its legislative body, participate in the plan. Employee contribution rates 

are fixed by statute at one percent of the employee's compensation. Municipal 

contributions, however, are made in amounts determined by the Retirement 

Commission to be necessary to maintain the Fund on a sound actuarial basis. 

In lieu of the payment of survivors' benefits from the Fund, the Commission 

may obtain insurance coverage which provides for such benefits, with the 

premiums for such coverage being paid from the contributions to the Fund. 

Section 7-323c. subsection (d). of the General Statutes prescribes that 

the Retirement Division assess the municipalities participating in the Fund 

for their proportionate share of the costs of the administration of the Fund. 



The State Retirement Commission increased the administrative fee to $20 per 

member for the 1989-1990 fiscal year. Revenues collected through this 

assessment have been deposited to the Administration Fund of the Municipal 

Employees' Retirement System as its employees have the responsibility of 

overseeing the operations of the Policemen and Firemen Survivors' Benefit Fund. 

As of June 30. 1990. six municipalities, with 490 active employees, were 

participating in this plan. They were the towns of Derby. Manchester. 

Middlefield. Milford. New London, and Seymour. To provide the necessary 

benefits the Retirement Commission negotiated with a local insurance company 

for a group annuity contract to meet the plan requirements. During the course 

of each fiscal year, employee and town contributions, in a total amount equal 

to the premium on the insurance contract, are deposited monthly to the 

Survivors' Benefit Fund and forwarded to the insuring company by the 

Retirement Division in payment of the premium. 

Scope of Audit: 

This examination of the financial records of the Municipal Employees' 

Retirement System included a review of the general ledgers and cash ledgers 

maintained for the various funds and a review of the financial matters 

contained in the minutes of the meetings of the State Employees' Retirement 

Commission. In addition, our review of the Municipal Employees' Retirement 

System included tests of the computation of retirement salaries and a 

verification of employee and employer contributions received and/or refunded 

on a test check basis. 

Concerning the Policemen and Firemen Survivors' Benefit Fund, we reviewed 

the actuarial valuation of the Fund prepared by the insuring company. It 

should be noted that, in addition to those previously mentioned, our review 

included such other procedures as we deemed necessary during the conduct of 

our audit. 
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Connecticut State Employees' Retirement Commission: 

The Commission, established under Section 5-155a of the General Statutes, 

is responsible for the administration of the retirement programs mentioned in 

this report. In accordance with such Section 5-155a, the membership of this 

Commission is composed of 15 trustees, including six trustees representing 

State employees, six trustees representing State management, two trustees who 

are professional actuaries, and one neutral trustee who serves as chairman. 

In addition the State Comptroller, ex officio, serves as a nonvoting 

secretary. All trustees serve for three-year terms, except for the chairman 

who serves a two-year term. The Governor makes all appointments except for 

the employee trustees who are selected by employee bargaining agents. The 

chairman and the actuarial trustee appointments are based on nominations by 

the other trustees. 

Members of the Commission serve without compensation, except that the 

chairman and two actuarial trustees are compensated at their normal per diem 

rates plus travel expenses. All other Commission members are entitled to 

reimbursement for necessary expenses incurred in the performance of their 

official duties. Members of the Retirement Commission as of June 30, 1990, 

wer e: 

Peter R. Blum, Chairman 
Claude Poulin, Actuarial Trustee 
Thomas L. Wills, Actuarial Trustee 
Edward M. Archibald. Management Trustee 
Lawrence J. Cacciola. Management Trustee 
Robert D. Coffey, Management Trustee 
Leonard Barbieri. Management Trustee 
A. Bates Lyons. Management Trustee 
Linda Yelmini. Management Trustee 
Charles W. Casella, Employee Trustee * 
Steven Perruccio, Employee Trustee * 
Dominic J. Badolato. Employee Trustee * 
William Morico, Employee Trustee * 
Edward Marth. Employee Trustee * 
Leo Canty. Employee Trustee * 

* State Employees' Bargaining Agent Coalition (SEBAC) 

Don DeFronzo also served during the audited period. 
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Resume of Operations: 

Municipal Employees' Retirement Funds: 

The financial position of the Funds, as of June 30, 1990, is shown on 

Statement 1 of this report. The cash balances at June 30. 1990. for Fund B 

was $2,210,219. Fund A and the Administration Fund showed a cash overdraft of 

$533 and $11,878. respectively, at June 30. 1990. The deposit balances, as 

shown on Statement 1 of this report, were reconciled to bank statements and 

such bank statements were confirmed by the depositories during our audit of 

the accounts of the State Treasurer. 

A portion of the Municipal Employees' Retirement Funds is invested in the 

State of Connecticut Investment Funds administered by the State Treasurer. As 

shown on Statement 1, the total cost value of such investments was $401,637,375 

at June 30. 1990. Market values of these investments totalled $479,943,800 as 

shown on Schedule la. A summary of investments owned at June 30. 1990, 

together with an analysis of transactions concerning, and investment income 

earned from, such investments for the fiscal year under review is presented on 

Schedule la. Such investment balances, transactions and income were verified 

as a part of our audit examination of the State Treasurer for the fiscal year 

ended June 30, 1990. 

Investment income receivable of the Funds totalled $3,701,464 as of 

June 30, 1990. The amounts due from municipalities at June 30. 1990. for 

employee and municipal contributions on salaries paid on or before June 30. 

amounted to $4,486,731. The remainder of the receivables was contributions 

due for prior service and interest. 

In accordance with the provision of Section 7-441 of the General Statutes, 

each participating municipality is liable for an amount determined by the 

Retirement Commission on sound actuarial principles to be necessary to 

amortize the unfunded past service costs attributable to employees of the 
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municipality. The unfunded past service liability is that portion of the 

projected obligation to pay benefits to participating employees, or their 

survivors, based on their accrued service prior to a certain date which is not 

expected to be met from the assets accumulated as of that date. The obligation 

to pay benefits based on service accrued subsequent to that date is assumed to 

be covered by employee and municipal contributions on salaries made subsequent 

to ithat date. 

The net total of the resources to be provided to amortize the unfunded 

past service costs of Fund B at June 30. 1990, was $53,181,507. as shown on 

Schedule lb, an increase of $18,305,878 from the prior year. This increase 

resulted primarily by the acceptance into the Municipal Employees' Retirement 

System of the City of Hartford Education Department as of August 1. 1988, with 

initial payment as of July 1, 1989. This balance of $53,181,507 represents 

the net total of the outstanding annual amortization payments scheduled to be 

made to provide for the unfunded past service costs as of the July 1. 1987, 

actuarial valuation. For the most part, the payments are scheduled to be made 

in equal annual installments over a period of 25 years, if positive, or ten 

years, if negative (credit to be refunded) beginning July 1, 1988, and July 1, 

1989, respectively. Sections 7-439b and 7-441 of the General Statutes allow 

for such payments to be scheduled and/or rescheduled over 20 to 30 years from 

the occurrence of certain events (e.g., benefit change, cost-of-living 

adjustment, etc.). Due to our revised balance sheet presentation in 

accordance with one of the authoritative sources for pension accounting 

(National Council on Governmental Accounting (NCGA) Statement 6). these past 

service amounts no longer appear on the balance sheet as resources as was the 

case in prior years. 

A more recent actuarial valuation was performed as of July 1. 1990. it 

was determined during that valuation that the unfunded pension benefit 
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obligation was $57,698,510 as of that date. This latter valuation was done 

for financial reporting purposes only, and was not used as a basis for 

adjusting scheduled municipal amortization payments. 

Liabilities of the Funds totalled $290,954 at June 30. 1990. as shown on 

Statement 1. They included amounts due for actuarial and administrative 

expenses, and certain pension liabilities. 

The principal sources of revenue for Fund A and Fund B were earnings on 

investments and municipal and employee contributions. The principal item of 

expense, retirement salaries paid to retired employees or their survivors. 

amounted to $17,398,697, an increase of $2,408,206 over retirement salaries 

paid during the preceding 1988-89 fiscal year. Of this amount $6,642 was paid 

from Fund A and $17,392,055 was paid from Fund B. This increase, for the most 

part, can be attributed to the five percent cost-of-living increase effective 

July 1, 1989, and to an increase in the number of retirees and survivors 

receiving benefits. 

The primary source of revenue for the Administration Fund consisted of 

assessments of $522,520; $512,900 from participants in the Municipal 

Employees' Retirement System and $9,620 from participants in the Policemen and 

Firemen Survivors' Benefit Fund. The other sources of revenue were earnings 

on investments and penalty interest billed for the late payment of 

administrative assessments. 

Administrative expenses during the period under review totalled $448,273, 

and were comprised of the following: 

Personal services $254,487 
Fringe benefits 103,040 
Contractual services 89,157 
Commodities 1.589 

Total >448.273 
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Administrative expenses for the 1989-1990 fiscal year, as shown above, 

decreased by $18,281 from the previous fiscal year total of $466,554. This 

decrease is mainly attributable to a decrease in expenditures for contractual 

services. 

Policemen and Firemen Survivors' Benefit Fund: 

The Policemen and Firemen Survivors' Benefit Fund functions principally as 

a pass-through account for premiums received from participating municipalities 
\ 

which are. in turn, remitted to a local insurance company for survivor benefit 

coverage. Administrative assessments are collected from the participating 

municipalities and deposited to the Administration Fund of the Municipal 

Employees' Retirement System as was previously mentioned in this report. 

Contributions receivable, as shown on Statement 1, represented a payment due 

to the insuring company as of June 30. 1990. for which contributions had not 

yet been received by the fund from participating municipalities. 

During the 1989-1990 fiscal year, cash receipts of the Fund totalled 

$495,192 as shown on Statement 3. Cash disbursements totalled $362,796, also 

shown on Statement 3. The total premium payment due to the insuring company 

for the year's coverage was $212,376. a decrease of $150,420 from the $362,796 

for the 1988-1989 fiscal year. The premiums were based on actuarial 

valuations done as of the beginning of each fiscal year. The actuarial 

valuation done as of July 1, 1989, for July 1. 1989. through June 30. 1990, 

resulted in a municipal contribution rate of 1.36 percent of each 

municipality's active covered payroll as of July 1. 1989. As previously 

mentioned in this report, employee contribution rates are fixed by statute at 

one percent of the employee's compensation. 

A significant feature of the group annuity insurance plan currently in 

force is the accumulation, in a separate reserve account, of assets which are 

to be used to offset future plan liabilities. Changes in the reserve come 
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from additions for contributions and investment income and from deductions for 

annuity payments and contract service charges. The actuarial valuation 

performed as of July 1. 1990, estimated the reserve for future benefit 

payments to total $9,803,476 as of June 30. 1990. 

Surety Bond Coverage: 

Surety coverage was provided for employees of the Office of the 

Comptroller (except the Comptroller) for the period under examination by: 

Company - Insurance Company of North America 
Amount of Coverage - $2,500,000 

Bond # - JO 0748626 
Period - May 1. 1989, to May 1. 1990 
Type of Bond - Commercial Crime Policy 
Type of Coverage - Public Employees Dishonesty and 

Faithful Performance of Duty 

Company - Insurance Company of North America 
Amount of Coverage - $2,500,000 

Bond # - JO 1804480 
Period - May 1. 1990, to May 1, 1991 
Type of Bond - Commercial Crime Policy 
Type of Coverage - Public Employees Dishonesty and 

Faithful Performance of Duty 

Surety coverage was provided for State Comptroller, J. Edward Caldwell, 

for the period under examination by: 

Company - Insurance Company of America 
Amount of Coverage - $25,000 

Bond # - JO 0578630 
Period - March 1. 1987, to March 1, 1991 
Type of Bond - Public Employees Schedule 
Type of Coverage - Faithful Performance of Duty 

Condition of Records: 

Our review of the financial records of the Municipal Employees' Retirement 

System, as kept by the Retirement Division of the Comptroller's Office. 

revealed certain areas where improvement is needed. Our comments in the 

following paragraphs address these matters. 



Internal Controls: 

In previous reports we have commented on weaknesses in the System's 

contribution accounting function. Problems in this area began when the 

bookkeeping machine used for posting the control and subsidiary records of the 

System which accounted for active employee contributions became totally 

inoperative early in the 1982-1983 fiscal year. After several months delay 

the Retirement Division acquired and put into service a replacement machine 

during May 1983. This replacement machine was not the same model as that used 

previously and its use required, essentially, the implementation of a new, 

though similar, contribution accounting system. Use of this machine was 

intended as a temporary measure until a new automated processing system could 

be developed and fully implemented. 

Balances from the last date the original system had been balanced and 

reconciled, March 31, 1982, were entered into the replacement machine. In 

addition, transactions for the quarter ended June 30. 1982, were entered into 

the machine and the subsidiary and control records partially balanced and 

reconciled as of that date. At that point it was decided to direct all 

efforts towards full implementation of the automated contribution accounting 

system for retirement contributions. 

The automated contribution accounting system became fully operational 

during the 1985-1986 fiscal year. As of June 30, 1990, the data entered into 

the system had been reconciled and balanced within the system itself, and was 

being rolled over into the individual data bases on a timely basis. Currently, 

procedures have been established to reconcile entries into the system to cash 

and contribution general ledger control accounts on a monthly basis. However, 

the cumulative transactions have not been reconciled to the cash and 

contribution general ledger control accounts. (See Recommendation 1.) As of 

June 30, 1990 the cumulative difference amounts to some $97,179 by which the 
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database's cumulative totals exceed the accounting record's cumulative totals. 

It appears continued effort on the part of agency personnel to reconcile these 

amounts would not be cost-effective. Consideration should therefore be given 

to establishing the variance at the amount as of June 30, 1990, and reconciling 

the monthly activity using that fixed variance. 

Our prior audit's review of payments to the firm providing actuarial 

services to the Municipal Employees' Retirement System for the fiscal year 

ended June 30, 1989, revealed instances where the billings contained charges 

that lacked sufficient detail (i.e., hourly rate, number of hours worked, and 

dates of such work) to determine adequately if the proper amount was being 

charged. 

Retirement Division personnel informed us that efforts were undertaken to 

improve the billing detail for these services. Our current review indicates 

that the division has made significant effort to improve its review of this 

area and to require billings which contained adequate detail to determine 

properly the validity of all charges billed. 

Reporting Function: 

Since 1979 we have commented on the need for a comprehensive annual report 

on the financial and actuarial condition of the Municipal Employees' 

Retirement System (MERS). Currently four published reports contain 

information on the condition of the Municipal Employees' Retirement System. 

These include the Annual Report of the State Comptroller, the Annual Report of 

the State Treasurer, the Annual Report of the Retirement Commission to the 

Governor, and the State of Connecticut Annual Report prepared under generally 

accepted accounting principles (GAAP). 

The Comptroller's report contains only a balance sheet and cash receipts 

and disbursements statement, both of which lack footnotes or other narrative 

which would disclose other pertinent financial, actuarial, or general 
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descriptive information. The Treasurer's report contains a very sketchy 

retirement system investment report and cash statement. The Retirement 

Commission report is a brief statistical report of activities. All three of 

these reports are essentially uninformative and of little use to the 

legislative or executive branches of government as a basis for evaluating or 

making decisions regarding the condition, funding, or administration of the 

Retirement Fund. The value of these reports to system members, municipalities 

employee unions, taxpayers and other concerned groups is also extremely 

1imited. 

The Comptroller completed a gradual conversion to Statewide reporting in 

accordance with generally accepted accounting principles (GAAP), starting with 

the fiscal year ended June 30, 1988, with the issuance of the first 

"Comprehensive Annual Financial Report" (CAFR) for the State of Connecticut. 

This report is designed to report on all State funds, including those public 

employee retirement systems (PERS) administered by the Retirement Commission, 

in accordance with GAAP established by the Governmental Accounting Standards 

Board (GASB). 

In its first official statement, dated July 1984, GASB recognized the 

following pronouncements as sources of acceptable accounting and reporting 

principles for public employee retirement systems: 

1. National Council on Governmental Accounting - Statement 1 
"Governmental Accounting and Financial Reporting Principles." 

2. National Council on Governmental Accounting - Statement 6 
"Pension Accounting and Financial Reporting: Public Employee 
Retirement Systems and State and Local Government Employees." 

3. Financial Accounting Standards Board - Statement 35 
"Accounting and Reporting by Defined Benefit Plans." 

Pending issuance of a future GASB statement on the subject, the three 

pronouncements noted above are applicable to aspects of pension accounting and 

financial reporting other than disclosures in notesc to financial statements 
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and required statistical tables. Pension disclosures are covered by GASB 

Statement No. 5 which was issued during November 1986. This statement, which 

is effective for fiscal years ended June 30. 1988. and beyond, establishes 

minimum disclosure standards for all State and local government pension plans. 

It should be noted, that the actuaries for the Municipal Employees' 

Retirement Fund prepare a report on an annual basis, providing the 

participating municipalities with disclosure information required by 

Statement 5 of the Governmental Accounting Standards Board, which is needed by 

the towns for their financial reporting purposes. This report could also be 

readily adapted for PERS reporting purposes by the Retirement Commission. 

In addition to GASB Statement 5. it is planned that a separate statement 

on pension accounting and reporting will be issued to replace that portion of 

GASB Statement No. 1 which deals with public employee retirement systems. A 

time frame for this project, however, has not yet been established. 

It also should be noted that the GAAP reporting and disclosure requirements 

for PERS reporting purposes are more stringent than those required for CAFR 

reporting purposes. So while the publication of a CAFR by the Comptroller 

results in improved reporting over State pension funds, the requirements of 

GAAP as they relate to PERS cannot be met by this report alone, nor does this 

report relieve the Retirement Commission of its own reporting responsibility. 

The Retirement Commission needs to establish a separate PERS reporting 

function for the Municipal Employees' Retirement Fund to accommodate the 

additional GAAP reporting requirements. (See Recommendation 2.) , 

Policemen and Firemen Survivors' Benefit Fund: 

The group annuity contract in effect during the audited period, for the 

Policemen and Firemen Survivors' Benefit Fund, provides for the insuring 

company to submit, annually, an actuarial valuation of the contract plan. The 

tenth valuation under this contract was performed as of July 1. 1989, for use 

in the plan year July 1, 1989, through June 30, 1990. 
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In the past the State Retirement Commission has been concerned about the 

possibility of excessive reserve amounts being accumulated by the insuring 

company for the payment of future plan benefits. Although no such concern has 

been expressed by the Commission concerning the valuations performed by the 

insuring company since the implementation of this plan, consideration should 

be given to having an independent actuarial firm review the valuation methods 

and assumptions used by the insuring company, to ensure that they are not 

resulting in excessive reserve accumulations. 

Payroll Function: 

Retirement salaries are generated by a system known as the "pre-list" 

system. Under this system the check register for the prior month becomes the 

input document to generated the current month's checks. The prior month's 

pre-list reflects any changes to be made for the current month. 

This system has been in place for a number of years and is, for all 

intents and purposes, obsolete. There are some inherent limitations to this 

system as compared to newer "on-line" payroll systems. For example, under the 

"pre-list" method, cost-of-living increases are given to all retirees on the 

payroll although not everyone qualifies. As a result the "non-qualifying" 

retirees pay must be manually adjusted back to the original amount. Since 

this is a manual process some errors get by, resulting in overpayments which 

must be recovered. 

Also adjustments which affect only one month's check must be similarly 

removed the next month but occasionally are overlooked. "On-line" systems 

could be incorporated with built-in controls to prevent these types of 

errors. It should be noted that agency personnel are diligent in their 

efforts to prevent these errors but are working with a system which has major 

deficiencies. 
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Those examples cited above and the fact that the "pre-list" system has 

major shortcomings in the areas of support, documentation and flexibility 

strongly suggest the Retirement Division consider replacing this system with a 

more advanced one. As a result we are suggesting the Division formulate a 

plan to provide for the eventual replacement of the current payroll system. 

Waiver of Payments: 

Section 7-439h provides for the possibility of Retirement Commission 

waiver of overpayments in situations where the retiree or beneficiary could 

not reasonably have been expected to detect said overpayment. 

This section also stipulates that regulations be established to carry out 

the provisions of the section. At the time of our fieldwork we were informed 

that no such regulations have been promulgated despite the fact that we are 

aware of at least one request of long standing for waiver under these 

provis ions. 

We therefore suggest the Retirement Division promulgate said regulations 

in an expedient fashion so that the Retirement Commission may act on existing 

requests for waiver and on all future requests. 

Administration Fund: 

Our review of the administrative expenses charged to the Administration 

Fund showed that while all direct costs and most indirect costs of operating 

the Municipal Employees' Retirement System were being appropriately charged to 

the Fund, there were some indirect costs not being fully considered for charge 

back to the Administration Fund. These costs generally involve payroll 

processing services provided by the Computer Services Division, as well as 

support services such as database maintenance and accounts receivable 

collection which are provided to the MERF unit on an "as needed" basis. While 

attaching a value to these services may in some instances be difficult, such a 
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quantification would better enable the agency to make a decision as to whether 

these items should be included in the administrative cost pool of the System. 

Participation in Fund A: 

Section 7-427 of the Connecticut General Statutes provide that any 

municipality eligible to participate in the Municipal Employees Retirement 

System may choose to participate in either Fund A or Fund B. A review of the 

recent history of Fund A reveals that there have been no active participants 

in Fund A for many years. As a matter of practical consideration Fund A is 

defunct. 

Accordingly, we are suggesting the Retirement Division consider seeking 

legislative revision to eliminate formally the municipal option to participate 

in Fund A. If such revision is made, the Retirement Division should consider 

merging the remaining assets of Fund A into Fund B, and close out the fund. 

These actions would eliminate the necessity of maintaining separate accounting 

and reporting systems and lead to better fund administration. 

Recommendat ions 

In our previous report, we presented two recommendations concerning the 

operations of the Municipal Employees' Retirement System. The following is a 

summary of these recommendations and the actions taken by the Retirement 

Division. 

1. Reconciliation of contribution control and subsidiary records to 
cash control accounts - Although the data base subsidiary records 
are up-to-date, the cumulative life to date totals are 6till not 
balanced to cash and contribution general ledger control 
accounts. The recommendation is repeated. 

2. Preparation and issuance of a comprehensive annual report -
Presently the actuaries for the Municipal Employees' Retirement 
System prepare for the Retirement Commission on an annual basis, 
a report providing disclosure information required by Statement 5 
of the Governmental Accounting Standards Board. However, no 
comprehensive annual report on the System is prepared. The 
recommendation is repeated. 
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Included in the "Condition of Records" section of this report were the 

following suggestions to the Retirement Division. 

Consideration should be given to having an independent actuarial firm 
review the valuation methods and assumptions of the insuring company 
for the Policemen and Firemen Survivors' Benefit Fund to ensure that 
excessive reserve accumulations are not being built up. 

Consideration should be given to preparing a plan to replace the 
present, (and obsolete), retirement payroll system. The present 
system has major shortcomings in the areas of design, flexibility, 
and support. 

The Retirement Division should consider seeking legislative approval 
to eliminate the municipal option of joining Fund A in order to allow 
the remaining assets of Fund A to be merged into Fund B. 

The Retirement Division should promulgate waiver regulations as 
required by Section 7-439h so that existing and future requests for 
waivers may be acted upon by the Retirement Commission. 

The following recommendations include two that have been repeated from our 

prior report (Recommendations 1 and 2). 

1. The cumulative municipal and employee contribution balances as 

reflected in the subsidiary records of the Municipal Employees' Retirement 

Fund should be reconciled to the general ledger cash and contributions control 

accounts. 

Although the posting of current contribution data to the automated 
contribution accounting system is so reconciled, the cumulative 
historical data has not been similarly balanced to cash and 
contribution general ledger control accounts. 

2. The financial statements of the Municipal Employees' Retirement System 

should be prepared in accordance with reporting and disclosure standards 

authorized by the Governmental Accounting Standards Board and such information 

should be communicated to interested parties through the issuance of an annual 

report. 

Nhile not legally required to follow specific reporting or 
disclosure standards, the Retirement Commission has an inherent 
responsibility to disclose adequately pertinent information 
regarding its administration of the Municipal Employees' Retirement 
System. At a minimum, the Retirement Commission should comply with 
the generally accepted accounting principles (GAAP) established by 
the Governmental Accounting Standards Board (GASB) for all Public 



Employee Retirement Systems (PERS). As part of this effort, a PERS 
reporting function completely separate from the Comptroller's 
Statewide GAAP reporting function should be established. Such a 
reporting function could be consolidated with a corresponding PERS 
reporting function for the State Employees' Retirement System. 

Independent Auditors' Certification 

Financial Statements: 
1 We have audited the accompanying financial statements prepared from the 

records of the State Comptroller and the State Treasurer for the fiscal year 

ended June 30. 1990. These financial records are the responsibility of the 

State Comptroller's Retirement Division management. Our responsibility is to 

express an opinion on the financial statements prepared from such records 

based on our audit. 

We conducted our audit in accordance with generally accepted government 

auditing standards for financial and compliance audits. Those standards 

require that we plan and perform the audit to obtain reasonable assurance 

about whether the financial statements are free of material misstatement. An 

audit includes examining, on a test basis, evidence supporting the amounts and 

disclosures in the financial statements. An audit also includes assessing the 

accounting principles used and significant estimates made by management, as 

well as evaluating the overall financial statement presentation. We believe 

that our audit provides a reasonable basis for our opinion. 

As discussed in Note F to Statement 1 of this report, the accompanying 

financial statements are intended to present the financial position and the 

results of operations and cash transactions of the Special Revenue and 

Fiduciary fund types of only that portion of the funds of the State of 

Connecticut that is attributable to the transactions of the Municipal 

Employees' Retirement System. 
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In our opinion, the financial statements referred to above present fairly, 

in all material respects, the financial position of the Special Revenue and 

Fiduciary funds of the Municipal Employees' Retirement System as of June 30. 

1990. and the results of operations and cash transactions of such funds for 

the year ended on that date, in conformity with generally accepted accounting 

principles. 

Compliance with Laws and Regulations: 

Compliance with laws, regulations, and contracts applicable to the 

Municipal Employees' Retirement System, is the responsibility of the management 

of the Retirement Division. As part of obtaining reasonable assurance about 

whether the financial statements referred to above are free of material 

misstatements, we performed tests of the Division's compliance with certain 

provision of the laws, regulations, and contracts. However, our objective was 

not to provide an opinion on overall compliance with such provisions. 

The results of our tests indicate that, with respect to the items tested, 

the Retirement Division complied, in all material respects, with the provisions 

referred to in the preceding paragraph. With respect to items not tested, 

nothing came to our attention that caused us to believe that the agency had 

not complied, in all material respects, with those provisions. We did, 

however, note certain immaterial instances of noncompliance which we have 

disclosed in the "Condition of Records" section of this report. 

Internal Control Structure: 

In planning and performing our audit of the financial records of the 

Municipal Employees' Retirement System as referred to above, we considered its 

internal control structure in order to determine our auditing procedures for 

the purpose of expressing our opinion on the financial statements prepared 

therefrom and not to provide assurance on the internal control structure. 
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The management of the Retirement Division is responsible for establishing 

and maintaining an internal control structure. In fulfilling this 

responsibility, estimates and judgments by management are required to assess 

the expected benefits and related costs of internal control structure policies 

and procedures. The objectives of an internal control structure are to 

provide management with reasonable, but not absolute, assurance that assets 

are safeguarded against loss from unauthorized use or disposition, and that 
i 

transactions are executed in accordance with management's authorization and 

recorded properly to permit the preparation of financial statements in 

accordance with generally accepted accounting principles. Because of inherent 

limitations in any internal control structure, errors or irregularities may 

nevertheless occur and not be detected. Also, projection of any evaluation of 

the structure to future periods is subject to the risk that procedures may 

become inadequate because of changes in conditions or that the effectiveness 

of the design and operation of policies and procedures may deteriorate. 

For the purpose of this report we have classified the Municipal Employees' 

Retirement System's significant internal control policies and procedures in 

the categories of payroll, contribution accounting, cash receipts, billings 

and collections, and reporting systems. Our consideration of the internal 

control structure included all of the control categories listed above. The 

purpose of our consideration of the internal control structure was to 

determine the nature, timing and extent of the auditing procedures necessary 

for expressing an opinion on the financial statements prepared thereunder. 

We noted certain matters involving the internal control structure and its 

operation that we consider to be reportable conditions under standards 

established by the American Institute of Certified Public Accountants. 

Reportable conditions involve matters coming to our attention relating to 

significant deficiencies in the design or operation of the internal control 
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structure that, in our judgment, could adversely affect the entity's ability 

to record, process, summarize, and report financial data consistent with the 

assertions of management in the financial statements. 

In the area of contribution accounting a weakness exists in that 

cumulative transactions have not been reconciled to cash and contribution 

general ledger control accounts. 

A material weakness i6 a reportable condition in which the design or i 
operations of the specific internal control structure elements does not reduce 

to a relatively low level the risk that errors or irregularities in amounts 

that would be material in relation to the financial statements being audited 

may occur and not be detected within a timely period by employees in the 

normal course of performing their assigned functions. 

Our consideration of the internal control structure would not necessarily 

disclose all matters in the internal control structure that might be 

reportable conditions and, accordingly, would not necessarily disclose all 

reportable conditions that are also considered to be material weaknesses as 

defined above. However, we believe the inability to reconcile cumulative 

transactions to cash and contribution general ledger control accounts, as 

noted in the "Condition of Records" and "Recommendations" sections of this 

report, to be a material weakness. 

We also noted other matters involving the internal control structure and 

its operation that we have reported on in the "Condition of Records" and 

"Recommendations" sections of this report. 

This report is intended for the Governor, the State Comptroller, the 

Appropriations Committee of the General Assembly and the Legislative Committee 

on Program Review and Investigations. This restriction is not intended to 

limit distribution of this report, which is a public document. 
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Conclus ion 

In conclusion, we wish to express our appreciation for the assistance and 

courtesies extended to our representatives by the personnel of the Retirement 

Division, especially those employees of the Municipal Employees' Retirement 

Section, during the course of our examination. 

Gary y. Kriscenski 
For the Auditors of Public Accounts 

Approved: 

H e n r y J^->B<e<rker. J~r 

Leo V. Donohue 

Auditors of Public Accounts 

kjk/0019A 
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46,953,198 
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leieficiiriei lested leited loi-Teited 
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b. litk Social Secirity 56 1 119 125 
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- If lot covered by Social Secirity: tio perceit of tke average of eariiigs for tke tkree kigkest paid years of service. 
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tke uouti leceutry to fiiuce tke reitiiiig costs of tke plu. 

5. Tke foliceaei ud Fireiei Sirvivori' Beiefit Fud, ikick ii adiiiistered u u idjuct of tke luiciptl Employees' letireieit Syitei, 
kid lii ptrticipttiig luiciptlitiei u of Jue 30, 1990, litk 490 ud 278 active ud retired/uuitut leiberi, reflectively. Ii 
liei of providiig beiefit ptyieiti froi tke Foliceiei ud Fireiei Sirvivori' Beiefit Fud, tke State letireieit Couissioi, ii 
tccorduce litk Sectioi 7-323 of tke Seiertl Stititei, lefotiited litk a local iuiruce coipuy for t groip uiiity coitrtct to 
provide tke urvivor beiefit coverige. Ai tcturitl valutioi of tke iuiruce coipuy plu perforied u of Jily 1, 1990, eitiuted 
tke reserve for fitire beiefit ptyieiti to total (9,803,476 u of Jue 30, 19)0. 
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ii uj orfuiutiou tkit repreieit fife perceit or lore of let uieti miltble for beiefiti. 
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1. Tke uout ikon be lot u "peuioi beiefit obligitioi" ii i itudtrdiied diiclonre leuire of tke preieit ulie of peuioi beiefiti, 
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6. tifuded Peuioi Beiefit Oblifatioi ( 57,(98,510 
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totalliig (25,799,650 ((19,237,856 eiployer ud (6,561,794 eiplojee) ure ude for tke plu jear eided Jue 30, 1990, ii 
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Skeet 5 
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attribitable to tke trusactiois of tke Auicipil Employees' tetireieit Syitei. 
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Igiired IippleieiUry liforntioi***': 

(i) 

U1LTS1S OF nniK PEOfittSS 
(ii lilliou of Dolliri) 
13) (4) 

tifuded 
( 5 ) (O 

Oifuded Peuioi 
icturiil Peuioi Beiefit Obligitioi 
lilutioi let iueti Peuioi Perceit Beiefit iuul u i perceit of 
Tear Available for Beiefit Fuded Obligitioi Covered Covered Payroll 
tided Beiefiti • Obligitioi (11/(2) (IHD Payroll (4)/(S) 

Jily 1, 1982 159 178 89 19 81 23 
Jily 1, 1987 279 346 81 67 144 47 
Jily 1, 1988 348 318 90 40 160 25 
Jily 1, 1989 378 438 86 60 185 32 
Jily 1, 1990 412 470 88 58 186 31 

icturiil ulutiou lere perforied u of Juury 1, 1983, Jily 1, 1987, Jily 1, 1988, Jily 1, 1989 ud Jily 1, 1990. Tke itudirdiied leuue of 
tke peuioi obligitioi ii lot available for tke iiterveiiig yeirs. 

•iiiet ulies ire reported it coit ii tke fiiucitl ititeieiti ud tku, ii iccorduce litk GASB lo. 5, ire reported kere it cost. 
Bote tkit tke Jily 1, 1990, urket ulie of uieti iu (479,943,800. If tkii urket ulie ii ued, tke IEKF lyitei ii 102 perceit fuded. 

UfEIOES BT SOOEC8 AID EIPEISES BT TYPE 
(ii lilliou of Dollars) 

Keveues bj Soiree Eipeuei bj Type 

Eiployee liplojer Iiveitieit Bellited 
Fiscal Teir Coitribitioi Coitribitiou' Iicoie Giiis" Otker«* Totil Beiefits Eefi 

1980-1981 2.7 8.0 10.2 (.8) 0 20.0 5.5 .3 
1981-1982 3.0 8.1 12.8 (.8) 0 23.1 6.1 .5 
1982-1983 3.1 8.9 14.2 (1.7) 0.3 24.8 6.9 .4 
1983-1984 3.8 10.1 15.7 .1 5.2 34.9 7.6 .5 
1984-1985 3.9 10.0 17.6 .4 0 31.9 8.6 .5 
1985-1986 4.5 11.5 18.0 2.0 0 36.0 9.5 .7 
1986-1987 7.3 13.3 17.9 4.2 0 42.7 11.6 .7 
1987-1988 6.1 16.7 21.7 38.9 0 83.4 13.0 .8 
1988-1989 7.6 19.5 20.2 0 0 47.3 15.0 1.1 
1989-1990 6.6 19.3 21.7 2.7 0 50.3 17.4 1.2 

* Coitribitiou lere ude ii iccorduce litk icturiilly deteniied refiireieits. 

to 
tot 

Prior to 1987-1988, retlited gain (lonei) lere iMrtiied over tei yeiri. Ii 1987-1988, all previouly urecogiiied reiliied gtiu 
(louei) lere recogiiied. 
Trauferi froi Fud A. 
Tke reqiired uppleieitiry iiforntioi ikon above iu iidepeideitlj coipiled bj tke icturiil firi of Gabriel, Boeder, Siitk ud Coipuy. 

A 
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State of Couecticit 
Coskiud liiestieit Puds: 
Cuk leserie Pud 19,T42,(12 33,139,(51 43,520,269 10,0(2,0(1 
Iitul Piled Iicoie hid 122,201,050 2,100,000 T, 195,953 116,412,097 
Iitul Miitf hid 131,5(7,207 1,200,000 5,53I,T0( 134,221,501 
Iitul Coitrict Pud 159,531 359,531 
Tukee lie hid 2,4(T,4T0 2,467,470 
leal litate Pud 54,301,343 (194) 11,900,000 7(9,015 (5,431,3(4 
literutisul Stock hid 2(,OM,000 13,100,000 39,100,000 
Cossercial lortfife hid (,2(2,010 2,000,000 1,2(2,000 
htul lortfife hid 57,(53 5T,(53 
leitire Capital Pud 1,901,(00 100,000 2,T01,(00 
Iiterutioul hid Pud 21,000,000 21,000,000 
Cuiecticit Pro(rui hid 1,455,000 1,455,000 

Totals 

Crud Totali 

IT,394,(51 401,537,2T? 

(401,(37,375 



Sckedile It 

Iiieitieit licoie Cain ud 
Iiieitieit leceitakle Louei froi 
licoie for Jue 30, 19)0 Stlei of 
Piical Tear (Per Stiteieit 1) Seciritiei 

Inker of liiti 
of Onerikip lirket falie 
Jue 30, 1990 Jue 30, 1991 

1 t 

20,012 135 

$ 

IT,1(1 

$ 

I?,id 

1,(56 ((( 12,(50 II,(il 

1,3(2,139 
1,115,(59 
(,957,579 
2(3,(25 
(15,272 

3,633,55( 
613,399 

1,(79,(15 
30,(19 
32,175 
585,320 

653 

56,727 
1,210,9(1 
189,758 

1,228,816 

(5,315 
95,660 
((,257 
(85 

51,919 

22,138,879 3,700,115 

t 22,160,3(7 )3,701,(i( 

304,0(7 
2,261,295 

90,032 

2,655,37( 

I 2,655,374 

10,062,01 
1,299,2: 
804,8 
3,7 
16,5 
708.3 
322.4 
79,0 
510 

30,i; 
206,1 
14,5 0 

ll,K!,Hl 
121,965,322 
119,962,126 
391,7(7 
2,125,402 
74,5!!,116 
47,(II,Til 
1,317,512 
(4,111 

2,(56,161 
21,311,(12 
1,116,612 

(T9,I(1,TI2 
1(79,9(3,IN 



STATE COMPTROLLER - RETIREMENT DIVISION 
MUNICIPAL EMPLOYEES' RETIREMENT SYSTEM 
SPECIAL REVENUE AND FIDUCIARY FUNDS 
RESOURCES TO BE PROVIDED TO AMORTIZE 
THE UNFUNDED PAST SERVICE COSTS 
AS OF JUNE 30, 1990 

Municipality 

Retirement Fund B: 
Andover 
Anaonia Housing Authority 
Bozrah 
Branford 
Bridgeport 
Bridgeport Housing Authority 
Bristol Housing Authority 
Canterbury 
Clinton 
Connecticut Housing Authority 
CroBwell Police 
Danbury Housing Authority 
Derby 
East Hartford Housing Authority 
East Haven 
Easton 
East Shore Health Department 
Ellington 
Enfield Housing Authority 
Greenwich Housing Authority 
Griswold 
Groton Housing Authority 
Hartford 
Hartford Housing Authority 
Jewett City 
Lebanon 
Lower Naugatuck Valley Health District 
Manchester 
Manchester Housing Authority 
Mansf ield 
Mattabassett District 
Meriden Housing Authority 
Middlefield 
Middletown Housing Authority 
Milford Housing Authority 
Monroe 
Montville 
Naugatuck Housing Authority 
New Britain 
New Britain Housing Authority 



Schedule lb 
Sheet 1 

Outstanding 
Annual Paynents 
Scheduled 
June 30, 1990 

(21 736) 
(8 976) 

396 749 
(18 296) 

15,297 776) 
(184 680) 
(32 696) 
58 436 
889 147 
281 840 

1,010 178 
(48 264) 

1,526 376 
176 760 

1,428 144 
882 864 
(7 632) 
(3 480) 
(16 720) 
(36 632) 
(34 136) 

896) 
39,654 155 

(602 920) 
253 272 
333 952 
(33 504) 

4,253 592 
(9 456) 

(117 744 ) 
(226 144) 
(34 784 ) 
297 297 
(66 592) 
(48 328) 

2,440 824 
895 512 
(33 584 ) 

( 3,06-1 f>96) 
(KM 400) 



STATE COMPTROLLER - RETIREMENT DIVISION 
MUNICIPAL EMPLOYEES' RETIREMENT SYSTEM 
SPECIAL REVENUE AND FIDUCIARY FUNDS 
RESOURCES TO BE PROVIDED TO AMORTIZE 
THE UNFUNDED PAST SERVICE COSTS 
AS OF JUNE 30, 1990 

Municipalitv 

Retirement Fund B: (continued) 
New Fairfield 
New London Housing Authority 
Norwalk Housing Authority 
Norwalk 1st Taxing District 
Norwalk 2nd Taxing District 
Norwich City Housing Authority 
Norwich Town Housing Authority 
Plynouth 
Portland Housing Authority 
Putnam 
Putnam Housing Authority 
Quinnipiac Valley Health District 
Redding 
Regional School District #4 
Rockville 
Seymour 
Seymour Housing Authority 
Shelton 
Shelton Housing Authority 
Southeastern Connecticut Regional Planning 
Southeastern Connecticut Water Authority 
Southington 
South Norwalk Electric Works 
Stafford Springs 
Stamford Housing Authority 
Stonington 
Stratford Housing Authority 
Thompson 
Torrington Housing Authority 
Wallingford Housing Authority 
Watertown Water 
Watertown 
West Hartford Housing Authority 
West Haven Housing Authority 
Weston 
Westport/Weston Health District 
Wethersfield Housing Authority 
Wi11imantir Housing Authority 
VI inr.tioHt.r'r 



Schedule lb 
Sheet 2 

Outstanding 
Annual Payments 
Scheduled 
June 30, 1989 

704,511 
(56,896) 
(63,336) 
(81,648) 
(213,192) 
46,464 
48,120 

1,147,008 
(3,144) 

729,168 
(14,552) 
(58,520) 
683,480 
625,396 
(17,096) 
96,216 

408 
2,187,528 

(1,512) 
(70,528) 
(14,288) 
349,424 
(343,616) 
58,032 

(134,336) 
1,506,336 

167,592 
51,576 
(43,192) 
10,992 
(50,512) 
(96,040) 
3,192 

(20,408) 
4,612,357 

(37,840) 
8,880 

98,904 
1,100,07.,5 

LT,1 



STATE COMPTROLLER - RETIREMENT DIVISION Schedule lb 
MUNICIPAL EMPLOYEES' RETIREMENT SYSTEM Sheet 3 
SPECIAL REVENUE AND FIDUCIARY FUNDS 
RESOURCES TO BE PROVIDED TO AMORTIZE 
THE UNFUNDED PAST SERVICE COSTS 
AS OF JUNE 30, 1990 

Outstanding 
Annual Payments 
Scheduled 

Municipality June 30, 1990 

Retiresent Fund B: (continued) $ 
Windsor 2,872,104 
Windsor Locks 1,086,752 
Woodbridge 786,688 
Woodstock 525,670 

Obligations of Municipalities to Retirement Fund B 
as of June 30, 1990 $ 53,181,507 

Notes: 
1. The outstanding balance of $53,181,507 as of June 30, 1990, was calculated as follows: 

$ 
Balance, July 1, 1989, per prior report 34,875,629 
Actuarial and other adjustments (net) 18,264,214 
Payments applied (2,996,587) 
Credits refunded 3,038,251 

Balance, June 30, 1990, per above $ 53,181,507 

2. The payments required to amortize the unfunded past service costs were calculated based on the actuarial assumptions adopted 
for the valuation of Retirement Fund B as of July 1, 1987. This valuation was performed using the projected unit credit 
actuarial cost method for allocation of projected benefits. The results of a July 1, 1987, actuarial valuation are reflected, 
for the most part, in the muncipalities* contributions at July 1, 1988. However, adjustments for certain muncipalities were 
not scheduled to go into effect until July 1, 1989. As of July 1, 1990, the unfunded pension benefit obligation was 
recalculated using updated financial information. As a result, the unfunded pension benefit obligation was determined to be 
$57,698,510 as of June 30, 1990. The above schedule of annual payments for the towns will not be adjusted to reflect the 
results of this latter valuation until July 1, 1991. 



ITM COUTtOUn - rktikhht iiviiioi 
IW1CIP1L bplotui' utiubt ititb 
ipicui inmi at fimcikt ihm 
COD 1 IB INTUIT OF UTWIIS, IIPBSIS 111 CUKI8 II FBI WITT 
m m fiscal tuk mn job so, dm 

Stitueit 2 

Special Eeiene 
Fud 

Fidiciarj Fudi 

Peuioi Trut 

letireieit luicipil luicipil 
Adiiiistritioi Retireieit letireieit 
(1123) Fud i (T047i Fud I (T048) 

Ifieiiei: 
Iiieitieit iicoie, per Sckedile li 
let Gtii, froi Silei of Secuitiei, per Sckedile li 
ineineiti for idiiiiitntiie ud icturiil eipeuei 
(let of refudi): 
luicipil liployeei' letireieit Pud 
Policeaei ud Fireiei Sirriiori' Beiefit Fud 

Coitribitiou froi micipilitiei (let of refudi) 
iaortiutioi pijieits froi micipilitiei (let of refudi) 
Utereit oi prior lenice, lilitirj teriice, ud lite pijneiti 
(let of refudi) 
litereit eiried oi cuk depoiit 
leiber coitribitiou (let of refudi) 
litereit oi idiiiiitritiie Eipeue 

Total Eeieues 

txpeuei: 
letireieit uliriei, let of reiibirieieiti 
idiiiiitritiie eipeuei (let of refuds) 
icturial expeues 
litereit eipene 
Other eipeuei 

Totil Iipeues 

Eiceii (Oeficieicj) of Eeieues oier lipeueB 
Otker Operatiif Pictori: 
Iiterfud truiferi 
Adjutieit to reflect revised iccoutiig preieititioi of ufuded 
peuioi obligitioi 

Prior yeir idjutiut 

let Ckugei Eeultiig froi Operation of 1919-1990 
Fud Miity, Jue 30, 1990, per prior report 

Pud Miity, Jue 30, 1990, per Stateseit 1 

( 
20,012 

$ 
1,455 

8 
22,138,879 
2,655,374 

512,900 
9,(20 

19,279,519 
(41,663) 

30( 

203,256 
12,788 

6,561,794 

542,838 1,456 50,809,947 

448,213 
77,405 

(,(42 17,392,055 

138,604 
2,967 

525,6T8 6,642 17,533,626 

IT,150 (5,186) 33,276,321 

(1,183) 1,183 

(34,875,629) 
(894) 

IT,150 
8,549 

(6,369) 
18,T30 

(1,599,019) 
413,519,577 

( 25170S 812,361 (411,920,558 

Bote 1: See lote F, Stateseit 1. 
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Stateieit 3 

Special kieiu 
hid 

letireseit 
Idiiiistratioi 
(1113) 

Fidiciirj Fudi 

Feuioi Trut 

luiciptl luiciptl 
Ketireieit letiremt 
Fud k (7047) Fud B (7049) 

A|«cy 

Folicesei ud 
FirtMi Sirvivon' 
kief it (7 04 Si 

Cuk ii eutodj of State Treuirer, Jue 30, 1989, 
per previou report 

teceipti: 
Coit of iiveitieiti diipoied of, per Sckedile It 
Iiveitieit iicoie received 
litereit earied oi cuk deposit 
Issesnut for idiiiiitritive ud icturitl services 
Coitribitiou froi eiplojees 
Coitribitiou froi luiciptlities 
toortiutioi pajieiti froi luiciptlities 
Iiterest oi pirckue of prior service ud lite pijieits 
Keiikiritieit of retirueit salaries 
Truifer froi otker fuds 
Prepaid iiortiutioi 
Gaii oi stle of iiveitieits 

Totil Receipts 

Total 

Biibineieits. 
Coit of Iiveitieits icqiired, per Sckedile la 
Fajieits for idiiiiitritive eipeues 
Fajieiti for icturitl services 
letireseit salaries 
Traufer to otker fuds 
taployee coitribitiou refuded 
luicipil coitribitiou refuded 
lefud of iiterest parable oi active 
sesbers' coitribitiou 

lefudi froi eqiitj 
Isortiiitioi pijieits refuded to luiciptlities 
Preaiui paid to iuiruce coipuj 

Total Diibirieseits 

Cuk ii Cutodj of State Treuirer, 
Jue 30, 1990, per Stateieit 1 

$ 
53,012 

554,096 
20,081 

522,520 

306 

1,097,003 

1,150,015 

(16,744 
481,7(7 
(3,382 

1,1(1,893 

I (11,878) 

* 
(551) 

6,7(5 
1,183 

7,948 

7,397 

(,(42 
1 , 2 8 8 

7,930 

$ 
728,169 

57,723,953 
21,(71,800 

((,(78) 

(,(47,879 
11,174,7(4 
2,996,587 
230,410 
11,115 

1,218 
14,554 

2,(55,375 

110,821,887 

111,550,056 

87,394,(58 

17,403,940 

1,211,973 
149,442 

138,(04 
2,9(9 

3,038,251 

109,339,837 

$ 

495,192 

495,192 

495,192 

3(2,79( 

362,796 

J (533) ( 2,210,219 8 132,396 

Bote 1: See lote F, Stateieit 1. 
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AUDITORS' REPORT 

STATE COMPTROLLER 

STATE RETIREMENT FUNDS 

FOR THE FISCAL YEAR ENDED JUNE 30. 1991 

We have made an examination of the financial records of the 

State Retirement Funds including the State Employees' Retirement 

Fund, the Alternate Retirement Program Fund, the State's Attorneys' 

Retirement Fund, the General Assembly Pension Fund, the Judges' and 

Compensation Commissioners' Retirement Fund, the Public Defenders' 

Retirement Fund, the Probate Judges' and Employees' Retirement Fund, 

the Municipal Employees' Retirement Fund and the Policemen and 

Firemen Survivors' Benefit Fund, maintained by the Retirement 

Division of the State Comptroller'6 Office for the fiscal year ended 

June 30. 1991. We have included in that examination the records 

pertaining to the State's appropriations for the Alternate 

Retirement System, the Judges' and Compensation Commissioners' 

Retirement Fund, the various miscellaneous statutory pensions and 

the State's share of retirement salaries and health insurance costs 
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for retirees. This audit does not include the Teachers' Retirement 

Fund, as this fund is administered by a separate Teachers' 

Retirement Board. 

This report on that examination consists of the Comments, 

Recommendations and Certification which follow, together with the 

Statements and Schedules described below: 

State Retirement Funds: 

Statement 1 - Combining Balance Sheet 

Schedule la - Investments Owned. Together with an 

Analysis of Investment Transactions 

Schedule lb - Resources to be Provided to Amortize the 

Unfunded Past Service Costs of the Municipal 

Employees' Retirement Fund 

Statement 2 - Combining Statement of Revenues. Expenses and 

Changes in Fund Equity 

Statement 3 - Combining Statement of Changes in Assets and 

Liabilities 

Statement 4 - Combining Statement of Cash Receipts and 

Disbursements 

General and Special Transportation Funds: 

Statement 5 - Receipts for State Retirement Programs 

Statement 6 - Appropriations and Expenditures for State 

Retirement Programs 

It should be noted that this audit consolidates our audits of 

the State Employees' Retirement System and the Municipal Employees' 

Retirement System, which audits in the past were reported on under 

separate cover. 
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Comments 

Foreword: 

State Employees' Retirement Fund: 

Title 5. Chapter 66. of the General Statutes, defined as the 

"State Employees Retirement Act." provides for a retirement system 

for State employees to be administered by a board of trustees known 

as the Connecticut State Employees' Retirement Commission. 

Accounting records pertaining to the operations of the retirement 

system are maintained by the Retirement Division of the State 

Comptroller's Office. In addition, the State Treasurer serves as 

custodian and investment manager of the funds of the retirement 

system. 

On June 30, 1982, the required legislative action was completed 

approving the "Pension Agreement." a collective bargaining agreement 

to be effective for the period July 1. 1982. through June 30. 1988. 

concerning changes to the retirement system for State employees. 

These changes, most of which took place on October 1. 1982, applied 

to those collective bargaining units party to the agreement or 

subsequently accepting it and to those employees excluded from 

collective bargaining to whom the provisions were extended by the 

Legislative Management Committee and the Commissioner of 

Administrative Services. Public Act 83-533, effective July 7, 1983, 

incorporated into the General Statutes the provisions of the 

"Pension Agreement." as amended by a "Supplemental Pension 

Agreement." This supplemental agreement, which took effect March 1. 

1983, was designed to correct certain technical language 

deficiencies contained in the original agreement. 



A second supplemental agreement was approved by the General 

Assembly May 15. 1985. This agreement incorporated various changes 

effected by collective bargaining agreements approved subsequent to 

the first supplemental agreement, and also addressed various issues 

which developed in the implementation of the original pension 

agreement. Public Act 85-510, effective June 27, 1985. codified the 

provisions of this supplemental agreement into the General Statutes. 

Although the pension agreement only covered the period July 1, 

1982. through June 30, 1988, the State continued to provide benefits 

based on the provisions of that agreement until the General 

Assembly's appropriation committee approved an arbitration award on 

October 12. 1989. This award was retroactively effective for the 

six year period beginning July 1. 1988. Most of the provisions of 

the original pension agreement were also contained in this 

arbitration award. Listed below is a summary of the major changes 

or additions of the arbitration award. 

1. Spousal consent for retirement options - A married 
employee cannot elect a payment option which does not 
grant survivor benefits to the surviving spouse, 
without the consent of the spouse in writing. 

2. Tier II Social Security integration - For any years in 
excess of 35 the formula used to determine benefits is 
changed to one and five-eighths percent of the final 
average earnings times the total number of years over 
35. In addition, the Social Security breakpoint 
increases at a lower rate. 

3. Tier II normal retirement age - Effective July 1, 1992, 
the Tier II normal retirement age becomes age 60 or 
older with 25 years of service or age 62 with 10 years 
of service. 

4. Tier II early retirement reduction - Effective July 1. 
1991. the bfenefit reduction decreases to one-quarter of 
one percent for each month benefits are paid prior to 
the normal retirement age and includes a three percent 
annual maximum. 
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5. Allow one-time spousal option change - Current 
beneficiaries were provided a one-time option change in 
order to have an option that would provide medical 
benefits for surviving spouses and/or dependents under 
18. 

6. Guarantee minimum disability coverage - Employees 
eligible for disability retirement are guaranteed a 
minimum pension (including Social Security and workers' 
compensation) of at least 60 percent of their salary. 

7. Benefit accrual beyond age 70. 

8. Full funding and funding change - The actuarial method 
used to determine the required yearly contribution 
amount was changed to the "projected unit credit" 
method and effective July 1, 1992, the period of time 
over which the unfunded liabilities are to be paid was 
lowered to 30 years. 

9. Increase in hazardous duty employee contribution rates 
- Rates for both Tier I and Tier II members are 
increased and employees are eligible for hazardous duty 
retirement after 20 years of service. 

10. State is to pay 100 percent of the cost of retirees' 
medical benefits. 

The "Pension Agreement." as amended, provides for a 

noncontributory pension plan referred to as Tier II. This plan 

became effective October 1. 1982. New employees who are hired after 

July 1. 1984. are automatically covered under this plan. 

The Tier I plan, also effective October 1. 1982. was based on 

the then existing retirement system provided for in Chapter 66 of 

the General Statutes. Under Tier I. however, certain provisions of 

Chapter 66 were modified by the pension agreement. Employees 

working in positions covered by the pension agreement, or who were 

exempt from the collective bargaining process, were automatically 

covered under Tier I if they were contributing to the State 

Employees' Retirement Fund as of October 1, 1982, or the effective 

date of the Tier II plan stated in the respective collective 
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bargaining unit agreement, whichever was later. 

Tier I is a contributory pension plan. As provided for in 

Section 5-158f of the General Statutes, there are two benefit plans 

within Tier I, referred to as Plan B and Plan C. to which eligible 

members could elect to belong. Plan B is integrated with Social 

Security and pays a lower benefit at age 65 or once Social Security 

disability benefits are received. Members of this plan are required 

by Section 5-161 of the General Statutes to contribute two percent 

of that portion of their salary on which Social Security taxes are 

withheld ($53,400 for 1991 and $51,300 for 1990) and five percent on 

that portion on which Social Security taxes are not withheld. Plan 

C benefits are in addition to those provided by Social Security. 

Because of this, members receive a greater retirement benefit, as 

this benefit is not subject to reduction for any Social Security 

benefits received. Accordingly, a higher contribution rate is 

required of Plan C members. This rate is equal to five percent of 

each member's salary. Transfers between plans is not allowed once 

members have made their initial selection. 

Section 5-162 of the General Statutes provides for a normal 

retirement at age 55 with 25 years of service, or at age 60 with ten 

years of service, or at age 70 with five years of service, for 

members of both Plan B and Plan C. In accordance with Section 

5-162, Plan C members receive a yearly retirement benefit equal to 

two percent of their final average earnings (three highest years) I 
times years of credited service. Plan B retirement benefits are 

computed in the same manner up to age 65 or until Social Security 

disability benefits commence. Thereafter the benefit is computed, 

or recomputed if the member had previously been retired, at a 
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rate equal to one percent of final average earnings up to $4,800 

plus two percent of final average earnings in excess of $4,800. 

times years of credited service. 

Under Section 5-163 of the General Statutes. Plan B and Plan C 

members are eligible to receive early retirement benefits at age 55 

with ten years service. This benefit is calculated using the same 

formula as for the normal retirement benefit except that a lower 

benefit percentage factor is substituted to reduce actuarially the 

benefit to take into account the longer time period over which the 

benefit is expected to be paid. 

The Tier II noncontributory plan provides a single level of 

benefits to all members. For members who retire on or before June 

1. 1992. this plan provides for a normal retirement at age 65 with 

ten years service, or at age 70 with five years service. Effective 

July 1. 1992. the plan provides for a normal retirement at age 60 

with twenty five years of service or at the age of 62 with ten years 

of service. The yearly retirement benefit is equal to one and 

one-third percent of the final average earnings (three highest 

years) plus one-half of one percent of the final average earnings in 

excess of the year's breakpoint ($18,100 in 1991 and $17,100 in 

1990) times years of credited service to a maximum of 35 years and 

one and five-eighths percent of the final average earnings times the 

years of credited service over 35 years. 

-Employees in Tier II who retire July 1. 1991 through June 1, 

1992 can take an early retirement at age 55 with ten years of 

service, but their benefit amount is permanently reduced by 

one-quarter of one percent for each month their retirement precedes 

. age 65. Employees who take an early retirement on or after July 1. 
1992. will have their basic normal benefit amount reduced by 
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one-quarter of one percent for each month they retire prior to the 

age of 62. 

As provided for in Section 5-173 of the General Statutes. State 

policemen and employees who work in positions designated as 

hazardous duty, who are members of Tier I. may receive normal 

retirement benefits with 20 years of service regardless of age. 

This yearly benefit is equal to 50 percent of the member's final 

average earnings (three highest years) plus two percent for each 

year in excess of 20. There is no early retirement benefit provided 

to hazardous duty employees, regardless of tier membership. 

Under Tier II hazardous duty members are also eligible for 

retirement benefits after 20 years of service regardless of age. 

Such yearly benefit is equal to two percent of final average 

earnings (three highest years) times years of service. Hazardous 

duty members who belong to Tier II contribute at a rate of four 

percent of their total earnings to the plan. Hazardous duty members 

who belong to Tier I contribute at a rate of four percent of their 

total earnings on which Social Security taxes are withheld and five 

percent of their salary on which Social Security taxes are not 

withheld. 

Survivor benefits for State policemen who are members of Tier I 

are provided for in Sections 5-146 through 5-150 of the General 

Statutes. Section 5-146. subsection (a), provides surviving spouses 

of deceased State policemen with a monthly allowance of $670 payable 

for life or until remarriage, with payments to commence upon the 

death of such State policeman. Provision is also made for a 

surviving spouse to receive an additional monthly benefit for any 
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unmarried dependent children under the age of 18. Such payments 

range from $300 to $700 per month, depending on the number of 

children. 

In addition to the retirement benefits provided for in Section 

5-162 of the General Statutes. Section 5-l63b provides a 

supplemental retirement benefit for any member meeting the 

eligibility requirements by July 1. 1989, and submitting a written 

application on or after June 1. 1989. but before October 1. 1989. 

This supplemental benefit is equal to two percent of such member's 

annual base rate of pay as of June 29. 1989, multiplied by the 

member's completed years of credited service, excluding accrued 

vacation time, not to exceed $21,600. This benefit is being paid 

over 36 equal monthly installments, commencing with the month in 

which the member's retirement becomes effective. 

During December 1991. a collective bargaining agreement was 

reached between the State of Connecticut and the State Employees 

Bargaining Agent Coalition (SEBAC). This agreement, which was 

ratified by the General Assembly on February 26, 1992, included an 

early retirement incentive program which provides for three 

incentive years of credit for any SERS member who meets the 

eligibility requirements by March 1, 1992, and submits a written 

application on or after November 1. 1991. but before March 1, 1992. 

The-three incentive years will first be applied to a member's age to 

bring his or her age to fifty-five and then to service credit time 

for any remaining incentive credit. For members who already have 

reached the age of fifty-five or who are hazardous duty members, the 

incentive years will be applied in total to service credit time. 

. Instructional faculty members in the various higher educational 
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agencies, the vocational technical school systems or other like 

educational settings, may have their effective dates of retirement 

deferred by the State to not later than July 1. 1992. 

The State Employees' Retirement System provides for the 

retirement coverage of virtually all employees of the State of 

Connecticut. The American School for the Deaf, The Connecticut 

Institute for the Blind, and in certain cases, employees of the 

United States Property and Fiscal Office, operators of vending 

stands in public buildings, members of the General Assembly, and 

certain teachers employed at the E. 0. Smith School. As of July 1. 

1991, Public Act 91-10 of the June Special Session, no longer 

allowed new employees or reemployed employees of Newington 

Children's Hospital to be eligible for membership in the State 

Employees' Retirement System. Any Hospital employee as of June 30, 

1991, would remain a member of the system until the Hospital 

established a qualified defined benefit pension plan, but no longer 

than a three month period ending September 30, 1991. However. 

Public Act 92-226 repealed Public Act 91-10 of the June Special 

Session and allows any employee of Newington Childrens' Hospital. 

The American School of the Deaf and The Connecticut Institute for 

the Blind, who was member of the State Employees' Retirement System 

as of December 31, 1992 to remain in the system. No persons 

employed or reemployed by these three institutions, on or after 

January 1. 1993, will be eligible to become members of the State 

Employees' Retirement Fund. Public Act 92-226 also extended the 

SEBAC early retirement incentive program, previously mentioned in 

this report, to employees of these three institutions who meet the 

eligibility requirements and are permanent full-time employees on 
April 1, 1992, and who will retire on July 1, 1992. 
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Those State employees not participants in the State Employees' 

Retirement System include judges. Compensation Commissioners, 

certain State's Attorneys and Public Defenders, teachers in the 

Teachers' Retirement System and higher education employees in the 

Alternate Retirement Program. 

Employees in Tier II automatically become members of the system 

on the first day of employment. Employees in Tier I. as provided 

for in Section 5-160 of the General Statutes, automatically became 

members of the system on the first day of the pay period following 

permanent appointment if appointed to the classified service or on 

the first day of the pay period following six months if appointed to 

the unclassified service. 

Under the provisions of Section 5-156a of the General Statutes, 

the State Employees' Retirement System is to be funded on an 

actuarial reserve basis. The funding plan actually began with the 

1973-1974 fiscal year and is based on annual certifications from the 

Retirement Commission to the General Assembly of the amount 

necessary to accomplish this gradually over a period which could 

extend to the year 2027 as scheduled in the aforementioned Section 

5-156a. The General Assembly appropriates annually the amounts 

necessary to meet this funding plan and such amounts are paid over 

to the Retirement Fund in equal monthly installments. These 

payments are not supposed to be reduced or diverted for any purpose 

until the unfunded liability has been amortized. However, two 

agreements reached with the State Employees' Bargaining Agent 

Coalition (SEBAC) and ratified by the General Assembly on February 

26. 1992 and June 26. 1992. respectively, provide for reductions in 

. the appropriations needed to meet the funding plan. As provided for 
in these agreements, the pension fund's liability for the early 
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retirement programs of 1989 and 1992 shall be reamortized over a 

period of forty years commencing in the 1994-1995 fiscal year. The 

State's contribution for the past service liability for the 

1991-1992 fiscal year is reduced by $215,000,000 and from July 1. 

1992, forward, the remaining past service liability shall be 

amortized on the basis of a level dollars payment per year over 

forty years. Payments for the unfunded past service liability 

established for the next four years are as follows: 

Contributions for the normal cost of pensions will remain at full 

funding levels. 

The Retirement Commission is required to prepare a valuation of 

the assets and liabilities of the system at least once every two 

years. The Commission is authorized to employ the services of 

actuaries to prepare such valuations and to determine the annual 

appropriation of State funds necessary to meet the funding plan 

outlined in Section 5-156a. 

An actuarial valuation of the system was prepared as of June 30. 

1991. As a result of that valuation an unfunded past service 

liability as of June 30. 1991, of $3,031,564,831 was recognized. 

This valuation was done in accordance with provisions contained in 

the arbitration award, which changed the actuarial cost method 

beginning with the June 30. 1989, valuation from the "entry age 

normal" method to the "projected unit credit" method. 

Fiscal Year Amount 
$ 

1992-1993 
1993-1994 
1994-1995 
1995-1996 

92,700,000 
121,300,000 
130,500.000 
138,400,000 
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The report on the actuarial valuation also disclosed the 

following membership data as of June 30. 1991: 

Number of Active Members: 
Tier I: 

Hazardous Duty 2. 503 
Plan B 21. 782 
Plan C 2. 153 

Tier II: 
Hazardous Duty 4. 007 
Regular 24, 601 

Total Members Included in Valuation 55. 046 
Members with less than one year of 

service or incorrect birth/hire dates 188 
Total Active Members 55. 234 

Number of Retired Members: 
Regular Service Retirements 18. 687 
Disability Retirements: 

Service Connected 615 
Non-Service Connected 992 

Hazardous Duty Retirements 1. 143 
Retirements - Beneficiaries of Deceased Retirees 2, 342 

Total Retired Members 23. 779 

Number of Terminated Members with Vested Rights 727 

Alternate Retirement Program Fund: 

Section 5-155a of the General Statutes empowers the Connecticut 

State Employees' Retirement Commission to authorize participation in 

an alternate retirement program for eligible unclassified employees 

of the constituent units of the State system of higher education. 

Such program may be underwritten by a licensed life insurance 

company. 

The arbitration award provides that all employees who elect to 

become members of the Alternate Retirement Program after July 13, 

1990. will also be covered by Social Security. Any employee who was 

a member before that date had the option of choosing whether or not 

they wanted to participate in Social Security. For those employees 

who chose to be covered by Social Security, their coverage began 

July 13. 1990. 
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The one authorized plan in operation is based on the 

continuation of an agreement made initially between the Board of 

Higher Education and the Teachers' Insurance and Annuity Association 

- College Retirement Equities Fund. Under the terms of this 

agreement employee and State contributions are forwarded monthly to 

the insurer who issues annuity contracts to individual 

participants. Retirement benefits are based on contributions, 

length of participation, age, etc. Terminating employees may 

request repurchases of the contract (refund) or may choose to remain 

in the program with no further State contribution. The employer 

share of repurchased contracts is returned to the State by the 

insurer. 

The retirement contribution rate for participants is five 

percent of salary while the State's share is determined from a 

schedule in Section 5-156 of the General Statutes. All participant 

and State contributions are held in a separate retirement fund in 

the custody of the State Treasurer and are forwarded to the insuring 

company upon certification from the State Comptroller. Effective 

July 1, 1985, and thereafter the State share is fixed at eight 

percent of salary. 

It should be noted, that Public Act 91-10 of the June Special 

Session provided that expenditures from the Alternate Retirement 

Program Fund account, to be forwarded to the insuring company, may 

exceed the appropriation to such account if such deficiency is due 

to anticipated reimbursements to the account and if such 

reimbursements are anticipated to be made within six months of such 

expenditures. The transfers of the State share from the General 

Fund appropriation for that purpose must be made in the month 

following the employee contribution. 
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State's Attorneys' Retirement Fund: 

Sections 51-49. 51-278. 51-287 and 51-288 of the General 

Statutes provide a separate retirement plan for State's Attorneys. 

Eligibility for membership in this plan is limited under Section 

51-287 to "Each chief state's attorney, deputy chief state's 

attorney and state's attorney who elected under the provisions of 

section 51-278 to be included in the provisions of this 

section...." In accordance with an opinion of the Attorney General 

eligibility for participation in the retirement plan is limited to 

the Chief State's Attorney, his two deputies and to those who were 

State's Attorneys and participants in the plan on June 30, 1973, or 

who were incumbent State's Attorneys on July 1, 1978, and who were, 

on June 30. 1973. either assistant State's Attorneys, chief 

prosecuting attorneys or deputy chief prosecuting attorneys. All 

appointees to these offices who do not meet the eligibility 

requirements must be members of the State Employees' Retirement 

System. 

Section 51-278 requires the State Comptroller to deduct five 

percent of the salaries of member State's Attorneys as contributions 

for retirement purposes. These contributions are deposited in a 

separate agency/trust fund in the custody of the State Treasurer. 

Contributions can be refunded if any such attorney leaves office 

before retirement. 

The retirement salary for which a member State's Attorney is 

eligible is determined from his age at retirement, his years of 

service and the salary of the office which he held at the time of 

his retirement, as such salary may be changed from time to time. 

.The retirement salary, however, cannot exceed two-thirds of the 
salary of the office. Since the retirement salary is based on six 
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and two-thirds percent of salary for each year of service, the 

maximum retirement credit is accrued after ten years of service. In 

the event of disability, a member State's Attorney may be retired at 

the maximum retirement salary. In the event of death, the widow of 

a member State's Attorney is entitled to one-third of the salary of 

the office which he held at the time of retirement, as such salary 

may be changed from time to time. 

Although the aforementioned sections of the General Statutes do 

not specifically outline the method of financing retirement salary 

payments to each retired State's Attorney, it has been determined 

administratively that such payments will be charged to the retired 

attorney's contributions, as well as to any investment income earned 

by the fund. When both of these funding sources are depleted. 

payments will then be charged to the General Fund appropriation for s 
1 

"Pensions and Retirements - Other Statutory." 

General Assembly Pension Fund: 

Sections 2-8b to 2-8p of the General Statutes had provided for a 

voluntary retirement plan for members of the General Assembly. 

Under Public Act 85-502, effective July 1, 1985, this pension system 

was abolished and all assets of the Fund were transferred to the 

State Employees' Retirement Fund, except for those actuarially 

determined reserves needed to fund those already retired from the 

General Assembly Pension System. Instead, as provided for in 

Section 2-8r, members of the General Assembly were to be covered 

under Tier II of the States Employees' Retirement System, unless by 

December 31, 1990, an election was made by the member to participate 

in the Tier I plan. 
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Judges' and Compensation Commissioners' Retirement Fund: 

Sections 51-49 through 51-50b, inclusive, and Section 51-51 of 

the General Statutes provide a retirement system for judges and 

compensation commissioners. All moneys received in connection with 

the system are to be deposited to the Judges' and Compensation 

Commissioners' Retirement Fund. Funding for the system is to be 

provided by contributions from the General Fund and from payroll 

deductions from members' salary at a rate of five percent. The 

Commission is the administrator of the system while the State 

Treasurer serves as custodian and investment manager of the fund. 

Participation in this system is automatic for all commissioners 

and judges, except that judges, with ten years of credited service 

in the State Employees' Retirement System at the time of their 

initial appointment, may elect to remain in that system, as provided 

for in Section 5-166a. 

Prior to October 1, 1981, the retirement system for judges and 

compensation commissioners was an unfunded system, whereby 

retirement benefits were paid from legislative appropriations. 

Retirement salaries for judges were paid from a General Fund 

appropriation account within the Judicial Department, while 

commissioners and their surviving spouses, as well as the surviving 

spouses of the judges were paid from the Comptroller's General Fund 

appropriation for "Pensions and Retirements - Other Statutory." The 

retirement contributions of active members were also deposited to 

the General Fund. 

Section 51-49d of the General Statutes provides that the Judges' 

Retirement System be funded on an actuarial reserve basis with 

. actuarial surveys of the system performed every two years and with 
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annual certifications to the General Assembly of funding 

requirements. The first year of the new funding plan was 1982-1983. 

For the first six years the funding program consisted of varying 

percentages of the sum of the normal cost and the amount required 

for a 40-year amortization of the unfunded liability. These 

percentages started at 50 percent for the fiscal year beginning 

July 1. 1982, and increased ten percent each year until July 1, 

1987, when the percentage became 100 percent. The funding program 

was changed with the passage of Public Act 91-10 of the June Special 

Session. This Act provides that the unfunded past service liability 

is to be funded as a level percentage of payroll. The State's 

contribution amount will be the sum of the normal cost and the 

amount required for a forty-year amortization of unfunded 

liabilities. The forty-year amortization will commence with the 

fiscal year beginning July 1. 1991. 

The retirement salary for which a member is eligible is 

determined from his age at retirement, his years of service and the 

salary of office which he held at retirement, as such salary 

including longevity pay. may be changed from time to time or. if 

appointed after January 1. 1981, his final compensation. Members 

become eligible for the normal retirement benefit at age 65, or 

after 20 years of service. This benefit is equal to two-thirds of 

the salary of office, as such salary, including longevity pay. may 

be changed from time to time or. where applicable, to two-thirds of 

the member's final compensation. 

A reduced retirement benefit is available to those members with 

ten years of service who do not meet the eligibility requirements 

for a normal retirement benefit. In the event of disability, 
members receive the normal retirement benefit. In the event of 
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death, the surviving spouse is entitled to one-third of the salary 

of office held at the time of retirement, as such salary may be 

changed from time to time or. where applicable, one-third of the 

deceased spouse's final compensation. 

Public Defenders' Retirement Fund: 

Sections 51-49, 51-295 and 51-295a of the General Statutes 

provide a separate retirement program for each Public Defender 

incumbent on July 1, 1978, similar to the Program for State's 

Attorneys. In addition, effective July 1, 1986, the Chief Public 

Defender and his deputy could elect membership in this retirement 

program. A retirement fund was established to receive contributions 

from participants at the rate of five percent of salary, including 

transfers from the State Employees' Retirement Fund for transferred 

service credit. Retirement salary determination, eligibility, death 

benefits and funding arrangements are similar to those previously 

explained for the State's Attorneys' Retirement Fund. 

Probate Judges' and Employees' Retirement Fund: 

Sections 45a-34 through 45a-56 of the General Statutes provide 

for a retirement system for Probate Court judges and employees to be 

administered by the Commission. Section 45a-35 established a 

Probate Judges' and Employees' Retirement Fund to account for 

retirement contributions from members of the system as well as the 

amounts transferred from the Probate Court Administration Fund and 

to finance the benefits, allowances and other payments required 

under the system. 

As provided in Section 45a-49 all contributions required under 

the system are to be transmitted by the Commission to the State 

. Treasurer who shall be Custodian of the Retirement Fund with power 
to invest as much of the Fund as is not required for current 
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disbursements. Sections 45a-44 and 45a-45 require members of the 

retirement system to make contributions equal to two and one-quarter 

percent of their earnings on which Social Security taxes are paid 

through the Commission and five percent of earnings in excess of 

that, while for those not under such Social Security coverage. 

retirement contributions are five percent of earnings. 

Section 45a-82 of the General Statutes requires that on or 

before July first annually the Commission shall certify to the State 

Treasurer, on the basis of an actuarial determination, the amount to 

be transferred to the Retirement Fund to maintain the actuarial plan 

adopted by the Commission. Payments of these actuarially determined 

funding amounts are made from the Probate Court Administration Fund. 

The retirement salary for which a member is eligible is 

determined from his Social Security coverage, if any, his retirement 

date, years of service, and average final compensation, in 

accordance with the provisions of the aforementioned sections of the 

General Statutes. No retirement salary, however, including Social 

Security benefits, can exceed 80 percent of the member's average 

final compensation for judges or 100 percent for employees, and no 

retirement salary can be less than $360 annually. 

Municipal Employees' Retirement Funds: 

The Connecticut Municipal Employees' Retirement System, which is 

administered by the State Employees' Retirement Commission. 

operates, generally, under the provisions of Sections 7-425 through 

7-450a of the General Statutes. 

The Municipal Employees' Retirement System is composed of a 

Retirement Fund and an Administration Fund. As provided in Section 

7-426 the Retirement Fund is divided into two parts, namely. Fund A 
and Fund B. As of June 30, 1991, Fund A had no active employees 



enrolled and eight retired employees receiving benefits. These 

individuals were employees of municipalities that are no longer 

members of the Municipal Employees' Retirement System. 

As of June 30. 1991, 98 municipalities and housing authorities 

with 7.405 enrolled active employees were participants in Fund B. 

As of that date, benefits were being paid from Fund B to 2,768 

retired employees or to their survivors. 

Any municipality may. by resolution passed by its legislative 

body and subject to referendum, participate in the System. Such 

resolution shall specify whether acceptance is as to participation 

in Fund A or Fund B. The effective date of participation shall be 

the first day of July at least 90 days subsequent to the receipt by 

the Retirement Commission of a certified copy of the resolution. 

Participation may also be effected through an agreement between a 

municipality and an employee bargaining organization. If so. 

Section 7-474. subsection (f). of the General Statutes, provides 

that the effective date of participation shall be the first day of 

the third month following the month in which a certified copy of the 

agreement is received by the Retirement Commission, or such later 

date as may be specified in the agreement. Under Section 7-427, 

eligible employees of housing authorities who were not already 

enrolled in Fund B were required to become members thereof on 

July 1, 1972, unless the board of commissioners of the authority 

voted against such participation. 

Employee contribution rates for Fund B are set by Section 7-440 

of the General Statutes. Each employee contributes to the Fund 2.25 

percent of the portion of salary for which Social Security 

. contributions are to be deducted and five percent of the portion for 
which such contributions are not to be deducted. Municipal 



- 2 2 -

contribution rates are set by the Retirement Commission based op 

actuarial surveys which, under the provisions of Section 7-443. are 

required at least every five years. The Retirement Commission at 

its July 20. 1989. meeting voted to have actuarial valuations 

performed annually. Although the Retirement Commission voted to 

have annual actuarial valuations, one was not done as of July 1. 

1991. In efforts to stabilize the municipal contribution rates the 

Retirement Commission decided to continue the rates based on the 

July 1. 1990 actuarial valuation and to have the actuaries perform 

an experience study and funding review. This review, which is 

currently being done, will be used in determining the 1993-1994 

fiscal year municipal contribution rates. 

The actuarial valuation as of July 1. 1989, approved by the 

Retirement Commission at its March 15, 1990 meeting, revised the 

contribution rates effective July 1. 1990. Another actuarial 

valuation as of July 1, 1990 was performed and revised the 

contribution rates again, effective July 1,1991. The rates used for 

the period under review and the new rates effective July 1. 1991, 

are presented in the chart below: 

Effective Date 
July l. 

1990 1991 
Policemen and fire fighters 

with Social Security 17.66% 16.44% 
Others with Social Security 6.74% 7.15% 
Policemen and fire fighters 

without Social Security 16.11% 14.46% 
Others without Social Security 8.10% 7.32% 

Section 7-439b of the General Statutes provides for annual 

cost-of-living increases effective on July first of each year for 

each retired member or surviving annuitant of a retired member 

receiving regular benefit payments, beginning with the first July 
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following the date the retired member reached or would have reached 

the age of 65. Within the limits of a minimum of three percent and 

a maximum of five percent, the increase is based on the 

determination of the annual yield of the assets of the fund. When 

valuing the assets, the actuary is to use an adjusted asset value, 

such that market values of the assets are adjusted to recognize a 

portion of realized and unrealized gains and losses each year until 

fully recognized. The amount of the increase is the excess of the 

annual yield over a six percent yield, within the limits of a 

minimum of three percent and a maximum of five percent. Whenever 

the annual yield is less than nine percent, the past service 

amortizations of the participating municipalities are adjusted at 

the next actuarial valuation, to fund the difference between the 

amount of increase supported by the annual yield and the three 

percent increase actually granted. The amortization period to fund 

the liability that results from the cost-of-living increase will be 

determined by the Retirement Commission, but may not exceed 30 

years. Eligible recipients received a five percent cost-of-living 

adjustment on July 1. 1990. 

Section 7-441 of the General Statutes, which prescribes the 

various contributions required of participating municipalities, 

provides that each municipality must pay to the Retirement 

Commission an annual proportionate share of the Fund's 

administrative costs, as determined by the Commission on the basis 

of the number of members employed by each municipality. During the 

fiscal year ended June 30. 1991. the participating municipalities 

were required to contribute $75 per member for such administrative 

.expenses. These moneys are deposited to the Administration Fund 
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which was established to account for all administrative 

contributions and expenditures. 

During the audited period several public acts, amending the 

Municipal Employees' Retirement System, took effect. They include 

the following: 

1. Public Act 91-86 - a married employee cannot elect a 
payment option which does not grant survivor benefits 
to the surviving spouse without the consent of the 
spouse in writing. 

2. Public Act 91-213 - extended the purchase period of 
military service for Fund B members from October 1, 
1989 to January 1. 1992. 

3. Public Act 91-241 - extended the purchase period for 
prior state service for Fund B members from January 1. 
1987 to January 1. 1992. or within one year after the 
applicant becomes a member, whichever is later. 

Policemen and Firemen Survivors' Benefit Fund: 

The Policemen and Firemen Survivors' Benefit Fund operates, 

generally, under the provisions of Sections 7-323a through 7-323i of 

the General Statutes. The primary objective of the Fund is to 

provide benefits for surviving dependents of deceased municipal 

policemen and firefighters. Any municipality may, by ordinance or 

collective bargaining agreement approved by its legislative body, 

participate in the plan. Employee contribution rates are fixed by 

statute at one percent of the employee's compensation. Municipal 

contributions, however, are made in amounts determined by the 

Retirement Commission to be necessary to maintain the Fund on a 

sound actuarial basis. In lieu of the payment of survivors' 

benefits from the Fund, the Commission may obtain insurance coverage 

which provides for such benefits, with the premiums for such 

coverage being paid from the contributions to the Fund. 



- 2 5 -

Section 7-323c, subsection (d). of the General Statutes 

prescribes that the Retirement Division assess the municipalities 

participating in the Fund for their proportionate share of the costs 

of the administration of the Fund. The State Retirement Commission 

increased the administrative fee to $30 per member for the 1990-1991 

fiscal year. Revenues collected through this assessment have been 

deposited to the Administration Fund of the Municipal Employees' 

Retirement System as its employees have the responsibility of 

overseeing the operations of the Policemen and Firemen Survivors' 

Benefit Fund. 

As of June 30. 1991. six municipalities, with 504 active 

employees, were participating in this plan. They were the towns of 

Derby. Manchester. Middlefield. Milford. New London, and Seymour. 

To provide the necessary benefits the Retirement Commission 

negotiated with a local insurance company for a group annuity 

contract to meet the plan requirements. During the course of each 

fiscal year, employee and town contributions, in a total amount 

equal to the premium on the insurance contract, are deposited 

monthly to the Survivors' Benefit Fund and forwarded to the insuring 

company by the Retirement Division in payment of the premium. 

Pensions and Retirements - Other Statutory: 

Sections 3-2a, 6-2b and ll-10a of the General Statutes and 

various special acts authorize pensions and retirements to former 

governors and their spouses, certain former county employees and law 

librarians, and various individuals. These pensions and retirements 

are paid from a special appropriation of the General Fund entitled 

"Pensions and Retirements - Other Statutory." In addition, this 

. account is used to fund that portion of the retirement benefits paid 
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to retired members of the State's Attorneys' and Public Defenders' 

Retirement Funds that is not funded by the Retirement Funds 

themselves. 

Scope of Audit: 

This examination of the financial records of the retirement 

funds included a review of the general ledgers and cash ledgers, a 

reconciliation of equity account totals and the control totals, a 

test of equity balances refunded, a review of financial matters in 

the minutes of the meetings of the Retirement Commission, an 

examination, on a test basis, of changes in retirement payrolls and 

the payroll preparation and processing procedures and a verification 

of selected payments for prior service credits. Internal controls 

in effect for the operations of the retirement funds were also 

reviewed as a part of this audit. 

Connecticut State Employees' Retirement Commission: 

The Commission, established under Section 5-155a of the General 

Statutes, is responsible for the administration of the retirement 

programs mentioned in this report. In accordance with such Section 

5-155a, the membership of this Commission is composed of 15 

trustees, including six trustees representing State employees, six 

trustees representing State management, two trustees who are 

professional actuaries, and one neutral trustee who serves as 

chairman. In addition the State Comptroller, ex officio, serves as 

nonvoting secretary. All trustees serve for three-year terms, 

except for the chairman who serves a two-year term. The Governor 

makes all appointments except for the employee trustees who are 

selected by employee bargaining agents. The chairman and the 

actuarial trustee appointments are based on nominations by the other 

trustees. 
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Members of the Commission serve without compensation, except 

that the chairman and two actuarial trustees are compensated at 

their normal per diem rates plus travel expenses. All other 

Commission members are entitled to reimbursement for necessary 

expenses incurred in the performance of their official duties. 

Members of the Retirement Commission as of June 30. 1991, were: 

Peter R. Blum, Chairman 
Claude Poulin. Actuarial Trustee 
Thomas L. Wills. Actuarial Trustee 
Edward M. Archibald. Management Trustee 
Lawrence J. Cacciola. Management Trustee 
Robert D. Coffey, Management Trustee 
Leonard Barbieri, Management Trustee 
A. Bates Lyons, Management Trustee 
Linda Yelmini, Management Trustee 
Charles W. Casella, Employee Trustee * 
Steven Perruccio, Employee Trustee * 
Dominic J. Badolato, Employee Trustee * 
Merrilee Milstein. Employee Trustee * 
Edward Marth, Employee Trustee * 
Leo Canty. Employee Trustee * 

* State Employees' Bargaining Agent Coalition (SEBAC) 

William Morico also served during the audited period. 

Medical Examining Board for State Employee Disability Retirement: 

Under Section 5-169 of the General Statutes the Governor shall 

appoint a board of seven State employee physicians to determine 

entitlement to disability retirement for members of the State 

Employees' Retirement System. The members of the Board as of 

June 30, 1991, were: 

Robert L. Chesanow, M.D., Chairman 
Marietta Sonido, M.D., Secretary 
William F. Lynch, M.D. 
Robert Scarlata, M.D. 
Eileen Storey. M.D. 
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Asha Qusba, M.D.. also served during the audited period. 

Resume of Operations: 

State Employees' Retirement Fund: 

The financial position of the State Employees' Retirement Fund, 

as of June 30. 1991. is presented in Statement 1 of this report. 

A portion of the State Employees' Retirement Fund is invested in 

Combined Investment Funds of the State of Connecticut in the custody 

of the State Treasurer. As shown in Statement 1. the total cost 

value of such investments at June 30. 1991, was $2,934,514,877. 

Market value of these investments, as determined by the State 

Treasurer, totalled $3,346,530,979 as shown in Schedule la. 

A summary of investments owned at June 30. 1991. as well as the 

investment income, is presented in Schedule la of this report. An 

analysis of transactions within the investment account is also shown 

in Schedule la. Detailed listings of these investments and the 

income applicable were developed and verified as a part of our audit 

of the records of the State Treasurer. 

Receivables and other amounts due to the Retirement Fund 

totalled $9,417,663 at June 30, 1991. These included investment 

income receivable, employee contributions and Federal contributions 

applicable to the 1990-1991 fiscal year but received subsequent to 

June 30. 1991. 

The employer contributions are based on the actuarial needs of 

the retirement system as determined by the consulting actuary and 

certified by the Retirement Commission. The actuary's calculation, 

based on current service costs and a 40-year amortization of 

unfunded liability, was determined to be $398,016,908. Anticipated 

recoveries from Federal and restricted accounts and self-supporting 
funds in the amount of $55,000,000 reduced the employer's share to 



$343,016,908. Through a memorandum of understanding between the 

State and the State Employees Bargaining Agent Coalition (SEBAC), a 

reduction of $128,200,000 was applied to this amount. This 

reduction was due to an increase in the interest rate assumption for 

the 1990-1991 fiscal year from 8.5 percent to 9.5 percent and a 

retroactive application of this assumption change to the 1989-1990 

fiscal year. A further reduction of $6,000,000 was applied against 

the 1990-1991 contribution amount due to a twenty-seventh paycheck 

being included in 1988-1989 wage base used in the June 30, 1989 

valuation, instead of the normal twenty-six. These reductions left 

the State's share at $208,816,908. The 1990-1991 budget act 

appropriated $192,216,908 from the General Fund and $16,600,000 from 

the Special Transportation Fund. The State's funding payments from 

the General and the Special Transportation Funds were transferred to 

the Retirement Fund, as shown in Statements 2 and 6 of this report. 

In the "Foreword" of this report, we mentioned that an actuarial 

valuation of the Retirement Fund had been prepared as of June 30. 

1991. As shown on Statement 1 of this report, the State Employees' 

Retirement Fund had an unfunded past service liability as of 

June 30. 1991. of $3,031,564,831. 

Net retirement salaries paid during the fiscal year ended 

June 30. 1991. totalled $269,287,841. This represented an increase 

of $21,907,316 over the net amount of $247,380,525 expended during 

the 1989-1990 fiscal year. This increase resulted from the retirees 

added to the payrolls during the 1990-1991 fiscal year and the 

cost-of-living allowances granted on July 1, 1990, and January 1, 

1991. 

The retirement salaries paid included the original monthly 
retirement salary, the supplemental retirement benefit provided 
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under Section 5-163b of the General Statutes and the various 

cost-of-living adjustments authorized by the General Assembly. The 

cost-of-living plan in effect for retirees not covered by a 

collective bargaining agreement is provided for in Sections 5-162b 

and 5-162d. Such retirees receive a three percent annual 

cost-of-living adjustment if they retired after July 1, 1980, and an 

annual cost-of-living adjustment of three to five percent if they 

retired on or before that date. In the latter instance the 

adjustment percentage is tied to changes in the National Consumer 

Price Index. 

Cost-of-living adjustments for retirees covered by collective 

bargaining agreements are provided for in Section 5-162d as amended 

by any applicable collective bargaining agreement. During the 

1990-1991 fiscal year such retirees received the same cost-of-living 

benefits as non-covered retirees, except that the maximum five 

percent annual adjustment was applicable only to those covered 

persons who retired prior to January 1, 1980. All others receive 

the standard three percent annual adjustment. To be eligible for 

the first adjustment a member must be retired at least nine full 

months. The first increase takes place on the January 1 or July 1 

after the eligibility requirement has been met. Thereafter 

adjustments take place on the anniversary of the first increase. 

In addition. Section 5-162h of the General Statutes provides for 

an annual cost-of-living adjustment of three to six percent for 

those covered retirees who are at least age 62 who were not covered 

by Social Security for at least one-half of their years of State 

service. This adjustment is also tied to changes in the National 

Consumer Price Index. 
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As shown in Statement 2. refunds of active members' 

contributions totalled $2,511,532. This represents a increase of 

$901,382 from the 1989-1990 total of $1,610,150. 

Alternate Retirement Program Fund: 

The financial position of the Alternate Retirement Program Fund 

is presented on Statement 1 of this report. The amount due from the 

General Fund represents the employer's share of contributions due on 

June 1991 salary payments. 

The cash in custody total shown on Statement 1 represents 

employee and employer contributions processed during June 1991, 

which were not forwarded to the insuring company until July and 

other contributions previously submitted which were not forwarded to 

the insuring company as of June 30, 1991. The total of employee and 

State share of contributions for June payrolls is shown as payable 

to the insuring company. Also included in the amount payable to the 

insuring company are deductions from prior years not correctly 

transferred from the State Employees' Retirement Fund to the 

Alternate Retirement Program. Further comments on the cash balance 

of the Alternate Retirement Program can be found in the "Condition 

of Records" section of this report. 

During the 1990-1991 fiscal year, contributions from participant 

employees amounted to $8,270,928 after adjustment for items recorded 

in error between this program and the State Employees' Retirement 

Fund. The State's share from the General Fund totalled $13,232,983 

at a rate of eight percent of salary payments to participants. A 

total of $21,503,616 was remitted to the insuring company. The 

balance of $2,192 remains in the fund pending correction of various 

. coding errors. 
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The General Fund share of the aforementioned contributions was 

met from appropriations administered by the Comptroller for the 

purposes of the Alternate Retirement System. As shown in Statement 

6 of this report net charges against the 1990-1991 appropriation for 

this purpose totalled $7,688,097. The State's share of the June 

1991 contribution was charged as budgeted to the 1991-1992 General 

Fund appropriation while that for the previous June was charged to 

the 1990-1991 appropriation. 

Recoveries of General Fund costs for terminated employees who 

repurchased their contracts from the insuring company totalled 

$546,253. These recoveries were credited to the General Fund as 

follows: 

State's Attorneys' Retirement Fund: 

The financial position of the State's Attorneys' Retirement Fund 

as of June 30, 1991, is presented in Statement 1. Investments in 

the State of Connecticut Investment Funds totalled $268,679 at 

June 30, 1991. as detailed in Schedule la. These investment 

balances were verified as part of our audit of the State Treasurer. 

Net retirement salaries paid during the 1990-1991 fiscal year 

were $599,515. Resources of the State's Attorneys' Retirement Fund 

financed $40,842 of such salaries and the balance of $558,673 was 

met from appropriations of the State General Fund. 

General Assembly Pension Fund: 

The financial position of the General Assembly Pension Fund as 

of June 30, 1991, is presented in Statement 1 of this report. The 
assets of the fund at that date consisted primarily investments in 

Refunds of expenditures applied to expenditures 
Refunds of prior year expenditures 

Total 

$ 
42.121 

504.132 
$546.253 
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the custody of the State Treasurer. The cash and investment 

balances were verified as a part of our audit of the State 

Treasurer. 

Pensions paid to retired members totalled $9,216 for the fiscal 

year ended June 30, 1991. As indicated in the "Foreword" section of 

this report, the assets of this Fund were transferred to the State 

Employees' Retirement Fund during the 1985-1986 fiscal year except 

for an actuarially determined reserve retained to meet retirement 

salaries of those already retired from the General Assembly Pension 

System. 

Judges' and Compensation Commissioners' Retirement Fund: 

The financial position of the Judges' and Compensation 

Commissioners' Retirement Fund as of June 30. 1991. is presented in 

Statement 1. Investments in the State of Connecticut Combined 

Investment Funds totalled $43,995,820 at June 30, 1991, as detailed 

in Schedule la. The cash and investment balances were verified as a 

part of our audit of the State Treasurer. 

It should be noted that prior to October 1, 1981, retirement 

contributions of active judges and commissioner's were deposited to 

the General Fund. Information on hand in the Retirement Division 

shows that as of June 30, 1991, the amounts contributed by active 

judges and compensation commissioners to the General Fund totalled 

$503,824 and $35,537, respectively. These contribution balances 

represent contingent liabilities of the General Fund which will only 

become payable when an active member terminates or is otherwise 

removed from office prior to becoming eligible for retirement 

benefits. 
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Net retirement salaries paid to retired members or survivors 

totalled $6,335,206, as shown in Statement 2 of this report. Prior 

to October 1, 1981, as explained previously in this report, 

retirement salaries for judges and compensation commissioners were 

paid from appropriation accounts within the Judicial Department and 

State Comptroller's Office, respectively. 

An actuarial valuation of this retirement system was made as of 

October 1, 1989. The unfunded past service liability recognized as 

a result of this valuation was $66,126,345. This liability is to be 

funded over a 40-year period commencing with the fiscal year 

beginning July 1, 1987, as provided for in Section 51-49d of the 

General Statutes. As shown in Statements 2 and 5 of this report, 

$11,412,608 was transferred from the General Fund to meet the 

funding obligation for 1990-1991. 

Public Defenders' Retirement Fund: 

The financial position of the Public Defenders' Retirement Fund 

as of June 30. 1991. is presented in Statement 1. Investments in 

the Treasurer's Short Term Investment Fund totalled $61,063 at June 

30. 1991. as detailed in Schedule la. The investment balances were 

verified as part of our audit of the State Treasurer. 

Retirement salaries paid to four retirees during the 1990-1991 

fiscal year totalled $206,668. Payment of these salaries was 

financed in total by the General Fund appropriation for "Pensions 

and Retirements - Statutory." 

Probate Judges' and Employees' Retirement Fund: 

The financial position of the Probate Judges' and Employees' 

Retirement Fund as of June 30, 1991, is presented in Statement 1. A 

portion of the fund is invested in investment funds of the State of 
Connecticut in the custody of the State Treasurer. As shown in 
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Schedule la. the total cost value of such investments at June 30, 

1991. was $26,799,003. Market value of these investments, as 

determined by the State Treasurer's Office, totalled $31,448,660. 

At this point it should be noted that we have not included 

within the assets of the fund retirement contributions receivable at 

June 30. 1991. The probate courts' reporting procedures precluded 

the maintenance of the fund's financial records in such a manner as 

to provide this information. 

Net retirement salaries paid to retired members or survivors 

totalled $921,277 for the fiscal year ended June 30, 1991, as shown 

in Statement 2 of this report. This represented an increase of 

$16,654 from the previous year. Amounts transferred from the 

Probate Court Administration Fund for reimbursements of 

administrative and actuarial services, totalled $14,280 for the 

fiscal year ended June 30, 1991. 

An actuarial valuation made as of January 1, 1991 shows the 

System as fully funded. The fully funded position arose primarily 

because payments totalling $2,800,000 were made in addition to the 

recommended contributions during the three years between the 

January 1. 1986 and the January 1. 1989 valuations. 

Municipal Employees' Retirement Funds: 

The financial position of the Funds, as of June 30. 1991, is 

shown on Statement 1 of this report. The deposit balances, as shown 

on Statement 1 of this report, were reconciled to bank statements 

and such bank statements were confirmed by the depositories during 

our audit of the accounts of the State Treasurer. 

A portion of the Municipal Employees' Retirement Funds is 

. invested in the State of Connecticut Investment Funds administered 
by the State Treasurer. As shown on Statement 1. the total cost 
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value of such investments was $437,233,704 at June 30, 1991. Market 

values of these investments totalled $505,553,716 as shown on 

Schedule la. A summary of investments owned at June 30, 1991, 

together with an analysis of transactions concerning, and investment 

income earned from, such investments for the fiscal year under 

review is presented on Schedule la. Such investment balances, 

transactions and income were verified as a part of our audit 

examination of the State Treasurer for the fiscal year ended 

June 30. 1991. 

The amounts due from municipalities at June 30. 1990, for 

employee and municipal contributions on salaries paid on or before 

June 30, amounted to $3,143,280. The remainder of the receivables 

consisted primarily of contributions due for prior service and 

interest. 

In accordance with the provision of Section 7-441 of the General 

Statutes, each participating municipality is liable for an amount 

determined by the Retirement Commission on sound actuarial 

principles to be necessary to amortize the unfunded past service 

costs attributable to employees of the municipality. The unfunded 

past service liability is that portion of the projected obligation 

to pay benefits to participating employees, or their survivors, 

based on their accrued service prior to a certain date which is not 

expected to be met from the assets accumulated as of that date. The 

obligation to pay benefits based on service accrued subsequent to 

that date is assumed to be covered by employee and municipal 

contributions on salaries made subsequent to that date. 

The net total of the resources to be provided to amortize the 

unfunded past service costs of Fund B at June 30, 1991, was 
$95,915,701, as shown on Schedule lb, an increase of $42,734,194 
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from the prior year. ThiB increase resulted primarily from a 

methodology change made during the July 1. 1990, actuarial valuation 

which resulted in unfunded past service credits for certain 

municipalities being applied against current service costs rather 

than being included with past service costs. This resulting balance 

of $95,915,701 represents the total of the outstanding annual 

amortization payments scheduled to be made to provide for the 

unfunded past service costs as of the July 1, 1990 actuarial 

valuation. For the most part, the payments are scheduled to be made 

in equal annual installments over a period of 25 years, beginning 

July 1, 1989. Sections 7-439b and 7-441 of the General Statutes 

allow for such payments to be scheduled and/or rescheduled over 20 

to 30 years from the occurrence of certain events (e.g., benefit 

change, cost-of-living adjustment, etc.). As a result of the 

actuarial valuation performed July 1, 1990, it was determined that 

the total unfunded pension benefit obligation (current and past 

service costs) was $57,698,510 as of that date. Because a valuation 

was not performed as of July 1, 1991, as previously explained, the 

unfunded pension benefit obligation using data from the July 1, 1990 

valuation, was computed to be $28,229,732, as of June 30, 1991. The 

use of more current financial and actuarial data in this computation 

would probably result in a higher unfunded pension benefit 

obligation as of this date. 

Liabilities of the Funds totalled $122,858 at June 30, 1991, as 

shown on Statement 1. They included amounts due for actuarial and 

administrative expenses, and certain pension liabilities. 

The principal sources of revenue for Fund A and Fund B were 

. earnings on investments and municipal and employee contributions. 

The principal item of expense, retirement salaries paid to retired 
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employees or their survivors, amounted to $21,088,654, an increase 

of $3,689,957 over retirement salaries paid during the preceding 

1989-1990 fiscal year. Of this amount $6,189 was paid from Fund A 

and $21,082,465 was paid from Fund B. This increase, for the most 

part, can be attributed to the five percent cost-of-living increase 

effective July 1, 1990, and to an increase in the number of retirees 

and survivors receiving benefits. 

The primary source of revenue for the Administration Fund 

consisted of assessments of $733,980; $720,750 from participants in 

the Municipal Employees' Retirement System and $13,230 from 

participants in the Policemen and Firemen Survivors' Benefit Fund. 

The other sources of revenue were earnings on investments and 

penalty interest billed for the late payment of administrative 

assessments. 

Administrative expenses during the period under review totalled 

$489,093, and were comprised of the following: 

Personal services $248,454 
Fringe benefits 113,195 
Contractual services 124,213 
Commodities 1.845 
Office equipment 1.386 

Total $489.093 

Administrative expenses for the 1990-1991 fiscal year, as shown 

above, increased by $40,820 from the previous fiscal year total of 

$448,273. This increase is mainly attributable to an increase in 

expenditures for contractual services. 

Policemen and Firemen Survivors' Benefit Fund: 

The Policemen and Firemen Survivors' Benefit Fund functions 

principally as a pass-through account for premiums received from 

participating municipalities which are. in turn, remitted to a local 

insurance company for survivor benefit coverage. Administrative 
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assessments are collected from the participating municipalities and 

deposited to the Administration Fund of the Municipal Employees' 

Retirement System as was previously mentioned in this report. 

Contributions receivable, as shown on Statement 1. represented a 

payment due to the insuring company as of June 30. 1991. for which 

contributions had not yet been received by the fund from 

participating municipalities. 

During the 1990-1991 fiscal year, cash receipts of the Fund 

totalled $105,816 as shown on Statement 4. Cash disbursements 

totalled $212,376, also shown on Statement 4. The total premium 

payment due to the insuring company for the year's coverage was 

$227,649, an increase of $15,273 from the $212,376 for the 1989-1990 

fiscal year. The premiums were based on actuarial valuations done 

as of the beginning of each fiscal year. The actuarial valuation 

done as of July 1. 1990, for July 1. 1990, through June 30, 1991, 

resulted in a municipal contribution rate of 1.30 percent of each 

municipality's active covered payroll as of July 1. 1990. As 

previously mentioned in this report, employee contribution rates are 

fixed by statute at one percent of the employee's compensation. 

A significant feature of the group annuity insurance plan 

currently in force is the accumulation, in a separate reserve 

account, of assets which are to be used to offset future plan 

liabilities. Changes in the reserve come from additions for 

contributions and investment income and from deductions for annuity 

payments and contract service charges. The actuarial valuation 

performed as of July 1, 1991, estimated the reserve for future 

benefit payments to total $10,613,850 as of June 30, 1991. 
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General and Special Transportation Funds Appropriations: 

Statement 6 of this report shows the General and Special 

Transportation Funds appropriations and expenditures for the pension 

and retirement programs of the State. Also included in Statement 6 

are the appropriations and expenditures for the State's share of 

health insurance costs for retirees. 

A summary of the net expenditures from these accounts for the 

1990-1991 fiscal year follows: 

General Fund: 
Alternate Retirement System: 

State share of contributions (A) 
State Employees' Retirement System: 

State share of retirement funding - all employees 
except Department of Transportation employees 

Pensions and Retirements - Other Statutory: 
State share of costs: 

State's Attorneys' Retirement System 
Public Defenders' Retirement System 
Pension payments - miscellaneous (B) 

Judges' and Compensation Commissioners' Retirement 
Fund: 

State share of retirement funding 
Retired State Employees' Health Service Costs: 

State share of costs 
Special Transportation Fund: 

State Employees' Retirement System: 
State share of retirement funding -

Department of Transportation employees 
Total Expenditures 

7, 688,097 

192.216,908 

558.673 
206,668 
159.751 

11,412.608 

57.889.622 

16,600.000 
$ 2 8 6 . 7 3 2 . 3 2 7 

(A) Net of refunds of $1,124,597 and fringe benefit recoveries of 
$4,741,066. 

(B) Includes payments to former governors or widows, county 
employees, law librarians, and individuals whose pensions are 
authorized by special act. 

The arbitration award requires the State to pay for each retired 

employee receiving benefits from a State-sponsored retirement system 

except those retirees under the Municipal Employees' Retirement 

System, the Teachers' Retirement System, and the Probate Judges' and 

Employees' Retirement System, 100 percent of the health insurance 

premiums on health coverage provided for such retirees through the 
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Comptroller or in conjunction with Federal medical benefits provided 

under the Medicare Part B Program. Also, under Section 45a-56 of 

the General Statutes, the Probate Judges' and Employees' Retirement 

Fund is required to pay 50 percent of the retirees' health insurance 

costs for those retirees of the Probate Judges' and Employees' 

Retirement System. These costs totalled $67,206 for the 1990-1991 

fiscal year, as shown in Statement 2. 

During the 1990-1991 fiscal year appropriations and transfers of 

$58,200,000 were made to cover the State's share of health insurance 

costs for those eligible retirees mentioned previously. The total 

expended for this purpose, as shown in Statement 6 of this report, 

totalled $57,889,622. A summary follows: 

$ 
Blue Cross/Blue Shield and Major Medical 45,684,845 
Health Maintenance Organizations 5,098,760 
Medicare Part B 6,881,659 
Blue Cross/Blue Shield and CIGNA Dental 224.358 

Total $57.889.622 

The increase of $10,473,100 over last year's total of 

$47,416,522 was due mainly to an insurance rate increase and new 

retirees. 

Surety Bonds: 

Surety coverage was provided for employees of the Office of the 

Comptroller (except the Comptroller) for the period under 

examination by: 

Company - Insurance Company of North America 
Amount of Coverage - $2,500,000 

Bond # - JO 1804480 
Period - May 1, 1990 to May 1, 1991 
Type of Bond - Commercial Crime Policy 
Type of Coverage - Public Employee Dishonesty and 

Faithful Performance of Duty 
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Company - Aetna Life and Casualty 
Amount of Coverage - $2,500,000, but limited to $1,000,000-

for forgery or alteration of covered 
instruments 

Bond # - 007 F100695571 BCA 
Period - May 1, 1991 to May 1. 1992 
Type of Bond - Comprehensive Crime Policy 
Type of Coverage - Public Employee Dishonesty 

Surety coverage was provided for the State Comptroller, J. 

Edward Caldwell and William E. Curry. Jr.. respectively, for the 

period under examination by: 

Company - Insurance Company of North America 
Amount of Coverage - $25,000 

Bond # - JO 0578630 
Period - March 1, 1987 to March 1, 1991 
Type of Bond - Public Employees Schedule 
Type of Coverage - Faithful Performance of Duty 

Company - Aetna Life and Casualty 
Amount of Coverage - $25,000 

Bond # - 007 F10068693 
Period - March 1, 1991 to March 1, 1994 
Type of Bond - Public Employees Schedule 
Type of Coverage - Faithful Performance of Duty 

Program Evaluation: 

During January 1991, the Legislative Program Review and 

Investigations Committee (LPRIC), issued a report on its 

programmatic review of the State Comptroller's Retirement Division. 

The purpose of this study was to identify problem areas regarding 

the State Employees' Retirement System. The final report contained 

15 recommendations consisting of: 1) four recommendations directed 

to the State Employees' Retirement Commission, 2) five 

recommendations directed to the Retirement Division, 3) three 

recommendations for statutory changes directed to the General 

Assembly and, 4) three recommendations directed to the Comptroller's 

Office in general. 
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Our program review consisted of a follow-up on the four 

recommendations directed to the State Employees' Retirement 

Commission and the five recommendations directed to the Retirement 

Division. The three recommendations for the statutory change were 

adopted by the General Assembly during the 1991 Session. The other 

three recommendations were followed-up on as part of our 1989-1990 

State Comptroller's Departmental Audit. 

The four recommendations directed to the State Employees' 

Retirement Commission were as follows: 

1. The Retirement Commission shall ensure that it complies 
with the State Freedom of Information Act. 

2. The Retirement Commission shall inform all members who 
come before it that Commission meetings are open, 
including deliberations on members' cases and that the 
member may attend if he or she so chooses. 

3. An indexed compilation of decisions shall be kept by 
the Retirement Commission. 

4. The Retirement Commission shall establish in regulation 
the common standards it uses to decide cases. 

The Retirement Commission has indicated that it will continue to 

try to comply in good faith to the terms of the State's Freedom of 

Information Act. However, in regards to the LPRIC's recommendation 

that the Retirement Commission open its meetings to members during 

discussion of a member's pending case, the Retirement Commission 

disagrees. The Retirement Commission feels that according to the 

Connecticut Supreme Court decision in Board of Education v. Freedom 

of Information Commission. 217 Conn. 153 (1991). it has the right to 

enter executive session when discussing a member's pending case. 

The other two recommendations directed towards the Retirement 

Commission have not been implemented as of this writing. An indexed 

. compilation of decisions, that have been made by the Retirement 

Commission is not available at this time. Regulations for 
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declaratory rulings were adopted in January 1992 and the remaining 

organization and procedural regulations should be prepared in final 

form during the latter part of 1992. For further comments on 

organizational and procedural regulations see the "Condition of 

Records" section of this report. 

The five recommendations directed to the Retirement Division are 

as follows: 

1. A periodic training schedule shall be set up for agency 
personnel whose duties involve retirement related 
matters. 

2. A loose-leaf manual providing relevant retirement 
information and instructions shall be prepared by the 
Retirement Division for use by agencies. 

3. The Retirement Division shall establish a detailed 
backlog reduction plan to clear up the backlog by 
January 1994. The office of the Comptroller shall 
ensure that all funds specifically earmarked to reduce 
the audit backlog be used for that purpose, and shall 
provide as many resources as possible to carry out the 
plan. The Division shall submit the plan to the 
legislative committee of cognizance by March 1. 1991. 

4. Agencies should automatically send to the Retirement 
Division final information on recently retired 
employees as soon as information is available, on forms 
developed by the division, including notification 
regarding retroactive collective bargaining adjustments. 

5. The Office of the Comptroller shall consider the 
retirement data base and the current retirement backlog 
a high priority, and ensure that all funds specifically 
earmarked for Retirement Division-related activities 
are used to further the division's efforts. 

The backlog of unfinalized applications is of great concern to 

the Retirement Division. Due to the two early retirement incentive 

programs, the backlog of unfinalized applications, over the past few 

years, has grown substantially. After the July 1. 1992 early 

incentive retirements, the backlog is estimated to be appropriately 

8.500 applications. As commented upon in our Comptroller's 
Departmental Audit for fiscal year ended June 30. 1990, the 



- 4 5 -

Comptroller's Computer Services Division is in the process of 

developing a time and attendance system to capture service credit 

data. While the time and attendance system, when implemented will 

help to streamline procedures for finalizing retirement 

applications, it will not be of any help in reducing the present 

backlog in a timely manner. The Retirement Division wishes to do 

something in the short-term to reduce this backlog and so it has 

decided to concentrate its efforts on a plan to reduce the current 

backlog over the next two fiscal years, while the Computer Services 

Division concentrates its efforts on preparing the time and 

attendance system. Currently the Retirement Division is working to 

finalize and implement a reduction plan that would reduce the 

backlog over the next two fiscal years. Money has been appropriated 

in the 1992-1993 Comptroller's budget to be used in this effort. At 

the same time the Retirement Division will be requesting that 

agencies submit needed information on retirees in a more timely 

manner to help speed up the processing of these applications. 

The Retirement Division is committed to the development of a 

loose-leaf manual to be used by agencies as a reference on 

retirement information and to the training of agency personnel in 

addressing retirement matters. The Retirement Division looks at 

these two project as connected in the sense that once the manual is 

completed it will be incorporated in the periodic training program 

to be set up for agency personnel. The Retirement Division has 

assigned a staff member the responsibility of developing this manual 

and an initial draft was generated. However, due to the 1991-1992 

early retirement incentive program, the development of these 

. projects has stopped to allow the staff meitiber to devote her time to 
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the administration of the incentive program. Plans remain to 

continue these projects in the future. 

Given the additional administrative burden of the 1992 early 

retirement incentive program that was placed on the Retirement 

Division this past year, as well as. various other obstacles that 

have arisen from the State's budget difficulties, we have concluded, 

as a result of our review, that the Retirement Division is working 

satisfactorily toward implementing the various recommendations of 

the LPRIC in all areas except the adoption of regulations by the 

Retirement Commission. As commented upon in our prior reports, the 

Retirement Commission has been in the process of reviewing a draft 

of proposed regulations for the past few years, but as yet has not 

taken any action to adopt them. We have again included in this 

report our recommendation for the adoption of regulations by the 

Retirement Commission. (See Recommendation 3.) 

Condition of Records: 

During our review of the financial records of the State 

Retirement Funds, as kept by the Retirement Division of the 

Comptroller's Office, we found several areas warranting comment. 

These areas are described below. 

All Retirement Funds: 

Reporting Function: 

Condition: Currently there are four published reports that 
contain information on the State Retirement 
Funds administered by the State Retirement 
Commission. None of these reports fully 
complies with generally accepted accounting 
principles (GAAP) with regard to Public 
Employee Retirement System (PERS) reporting and 
disclosure requirements. 

Criteria: The financial statements of the State 
Retirement Funds should be prepared in 
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accordance with generally accepted accounting 
principles that the Governmental Accounting 
Standards Board (GASB) has established for 
Public Employee Retirement Systems. 

Effect: There is no comprehensive report for system 
members, employee unions, taxpayers, and the 
legislative or executive branches of government 
to use as a basis of evaluating or making 
decisions regarding the condition, funding, or 
administration of the various State Retirement 
Systems. 

Cause: There is no legal requirement that the 
Retirement Commission issue an annual report in 
accordance with any specific reporting or 
disclosure standards. 

Recommendation: Financial statements of the Public Employee 
Retirement Systems administered by the 
Retirement Commission should be prepared in 
accordance with reporting disclosure standards 
authorized by the Governmental Accounting 
Standards Board and such information should be 
communicated to interested parties through the 
issuance of an annual report. (See 
Recommendation 1.) 

Procedures Manuals: 

Condition: A few operational areas of the Retirement 
Division, such as retirement application 
auditing and retirement accounting function, do 
not have up-to-date completed written 
procedures. 

Criteria: A sound system of internal control requires 
written procedures for all processing areas, as 
well as a means for updating such procedures as 
changes occur. 

Effect: The lack of valid written procedures increases 
the potential for errors in processing. 

Cause: Although many areas do have written procedures. 
the Retirement Division has not been able until 
recently to devote the resources necessary to 
produce written procedure manuals for all 
areas. It should be noted that the Retirement 
Division is currently working on the 
development of procedure manuals for the 
remaining processing areas. 
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Recommendation: The Retirement Division should continue its 
effort in documenting the operating procedures 
for those areas where such procedures are still 
lacking and update areas where changes have 
occurred. 
(See Recommendation 2.) 

State Employees' Retirement Fund: 

Inactive Accounts: 

Condition: 

Criteria: 

Effect: 

Cause: 

Suggestion: 

No systematic procedure is in place to ensure 
that statutory requirements are met, as they 
relate to the retirement contributions of 
non-vested inactive members. 

Section 5-166 of the General Statutes provides 
that non-vested members, who have been inactive 
for five years, are presumed to have elected to 
receive a refund of their retirement 
contributions. 

Monies belonging to non-vested terminated 
employees could eventually escheat to the State 
Employees' Retirement Fund without the member's 
knowledge. 

Due to limited resources in the Retirement 
Division, the processing of inactive accounts 
is a low priority and generally is only done if 
time permits. 

Implement a systematic follow-up procedure 
fully utilizing the automated capabilities of 
the data base. 

Retirement Payrolls: 

Condition: Retirement allowances, cost-of-living 
adjustments, survivor benefit and equity 
refunds are properly computed; however, the 
backlog of applications needing finalization 
continues to grow. 
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Criteria: The process of finalizing retirement 
applications 6hould be done in a timely 
manner. Public Act 91-328. effective June 25. 
1991 requires the Retirement Division to pay 
five percent interest per year on any lump sum 
amount owed the retiree at the time of 
finalization. 

Effect: The backlog of retirement applications 
continues to grow. Retirees are not receiving 
their finalized benefit in a timely manner. 
The retirement fund will now be paying interest 
on the difference between estimated benefit 
amounts and the actual amount owed at the time 
of finalization. 

Cause: Many of the causes for the backlog and amount 
of time needed to finalize applications are 
beyond the control of the Retirement Division. 
Among the causes are the various complexities 
arising from the pension agreement and other 
collective bargaining agreements, particularly 
the retroactive provisions of 6uch agreements, 
the two early retirement incentive programs and 
compliance with the "130 percent cap" provision 
contained in Section 5-162 of the General 
Statutes. Service credit information is not 
easily obtainable because there are no accurate 
individual time and attendance records on the 
data base. 

Recommendation: No recommendation is made at this time. As 
noted in the "Program Evaluation" section of 
this report the Retirement Division is in the 
process of developing a backlog reduction plan. 

Retirement Regulations: 

Condition: The Retirement Commission has not yet submitted 
for regulation adoption the policies and legal 
interpretations which have been approved by the 
Commission. 

Criteria: Section 5-l55a. subsection (e). of the General 
Statutes authorizes the Commission to adopt 
regulations to facilitate the administration of 
the Retirement System. Public Act 91-328. 
effective June 5. 1991. takes this one step 
further and actually requires the Commission to 
adopt regulations. 
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Effect: Without the adoption of regulations the 
Commission cannot be assured that policies- and 
legal interpretations promulgated by the 
Commission are applied on a consistent basis. 

Cause: Although the Retirement Division did adopt 
regulations for declaratory rulings in January 
1992, only a draft of proposed organizational 
and procedural regulations has been prepared. 
The Retirement Commission has yet to reach a 
consensus on the final version of these 
regulations. 

Recommendation: The Retirement Commission should adopt 
regulations in accordance with the provisions 
of Section 5-l55a of the General Statutes. 
(See Recommendation 3.) 

State Employee Data Base (SEDB): 

Condition: The data base does not contain complete and 
accurate employment records, both in terms of 
historical and current service credit 
information, for members of the retirement 
system. 

Criteria: The implementation of a retirement data base to 
maintain master retirement records available in 
computer applicable form, is critical to timely 
processing of retirement applications. The 
three main types of information to be included 
are demographic, financial and service credit 
information. 

Effect: Without accurate service credit data on the 
retirement data base the processing of 
retirement applications will continue to be a 
time consuming process. 

Cause: In the past attempts had been made to collect 
both historical and current data needed to 
determine service credit. Historical 
information up to 1984 has been entered into 
the data base; however, due to the heavy 
reliance on manual collection procedures, this 
information has been determined to be 
inaccurate and incomplete. The recording of 
current service credit information is done by 
entering information sent in by agencies to the 
Retirement Division. This information is not 
validated or otherwise confirmed for accuracy 
when submitted. It should also be noted that 
not all agencies comply with the requirement to 
submit this information. 
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Recommendation: No recommendation is made at this time, as this 
problem area was addressed in detail by the 
Legislative Program Review and Investigations 
Committee (LPRIC) in its report on the 
operations of the Retirement Division which was 
iBsued in January 1991. For the retirement 
data base to be truly beneficial, both the 
development and the implementation of a time 
and attendance system along with the clean up 
and capture of historical data needs to be 
accomplished. Public Act 91-328. which was 
passed to implement certain of the LPRIC report 
recommendations requires the Comptroller to 
develop and implement an automated time and 
attendance system by July 1. 1994, and it also 
requires the Comptroller to be responsible 
specifically for the development and 
implementation of the retirement data base. 
The implementation of an automated time and 
attendance system should go a long way towards 
overcoming data integrity problems in the 
retirement data base. 

Alternate Retirement Program Fund: 

Accounting Control: 

Condition: There continues to be a variance between the 
contribution control total and the subsidiary 
records for ARP contributions. No procedure 
has been established to reconcile the 
contribution control totals with the cash 
account of the fund. Also, as noted in our 
prior reports, the accounting for ARP 
contributions is fragmented, with those 
received before May 15. 1981. on cards, and 
those after that date on the automated 
contribution accounting file. Because of this, 
even when the latter file is balanced to 
control accounts, the total ARP file will not 
be balanced until the manually recorded card 
file is put on the automated file. 

Criteria: Good internal controls call for reconciliation 
of control totals to subsidiary records. 

Effect: Without reconciling the already existing 
variance or without instituting procedures to 
identify which participant member contributions 
remaining in the cash account at month's end 
belong there, the Retirement Division cannot 
ensure that contributions are being correctly 
recorded to individual members contribution 
accounts. 
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Cause: Since Hay 1981, when ARP contributions were 
placed on the automated contribution accounting 
system, the Retirement Division has been unable 
to balance the control totals for ARP 
contributions with listings of individual 
members and their contributions periodically 
drawn off the file. Also there is no procedure 
in place to identify the contributions 
remaining in the cash account at month's end. 

Recommendation: The Retirement Division 6hould continue its 
effort to reconcile the contribution control 
total and the subsidiary records and begin 
reconciling the control total with the cash 
account. A detailed subsidiary system needs to 
be developed by the Retirement Division for 
contributions remaining in the cash account at 
month's end. (See Recommendation 4.) 

Receipts Processing: 

Condition: During our review we found that refund checks 
issued to the State from the insuring company, 
for State contributions of individuals leaving 
the program, were not being deposited in a 
timely manner. 

Criteria: Section 4-32 of the General Statutes requires 
agencies to make deposits within 24 hours of 
receipt. Accordingly, this violation was 
reported to the Governor in a letter dated 
February 26, 1992. 

Effect: Not depositing checks in a timely manner 
results in unsafe handling of State money and a 
weakness in internal controls. 

Cause: When refund checks of State contributions were 
received from TIAA/CREF. the insuring company 
for the Alternate Retirement Program, the 
amounts refunded would not always agree with 
the amount of State contributions recorded on 
the State's records. These checks were not to 
be deposited until the differences could be 
resolved. Our review showed that differences 
are not always resolved in a timely manner, 
resulting in the refund checks being held for 
several weeks before being deposited. 



- 5 3 -

Suggestion: The Retirement Division is now in the process 
of entering an agreement with TIAA/CREF. the 
insuring company to issue credits to premiums 
amounts due. instead of issuing refund checks. 
Currently refund checks are still issued to the 
State; however, the insuring company seems to 
be resolving the variances in a more timely 
manner. If occasions due arise before an 
agreement with TIAA/CREF is reached, that 
variances cannot be resolved in a timely 
manner, we suggest that the Retirement Division 
use the Pending Receipts Fund while resolving 
the variances. 

Municipal Employees' Retirement System: 

Internal Controls: 

Condition: Currently procedures have been established to 
reconcile entries into the system to cash and 
contributions ledger control accounts on a 
monthly basis. Data base and general ledger 
control cumulative totals, as of June 30, 1991, 
have been reconciled establishing a variance of 
$99,094 in employee contributions. All but 
approximately $2,700 of this variance is 
believed to be an equity transfer not properly 
recorded. Data base and general ledger 
cumulative totals for municipal contributions 
have also been reconciled as of June 30, 1991, 
with a remaining variance of $130. 

Criteria: Good internal controls call for the 
reconciliation of control totals on the data 
base to the accounting record's cumulative 
totals. 

Effect: When cumulative totals on the contribution data 
base cannot be reconciled to accounting 
records, the Retirement Division cannot ensure 
contributions that were recorded to individual 
members' accounts are for the proper amounts. 

Cause: Problems began in the contribution accounting 
function during the 1982-1983 fiscal year, when 
the bookkeeping machine used for posting the 
control and subsidiary records became totally 
inoperative. Balances from the last date the 
original system had been balanced and 
reconciled. March 31. 1982 and transactions for 
the quarter ended June 30. 1982. were entered 
into the replacement machine. At this point it 
was decided to direct all efforts towards full 
implementation of an automated contribution 
system. 
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This system became fully operational during the 
1985-1986 fiscal year. As of June 30. 1991 the 
data entered into the system had been 
reconciled and balanced within the system 
itself, and was being rolled over into the 
individual data bases on a timely basis. 
Currently, procedures have been established to 
reconcile entries into the system to cash and 
contribution general ledger control accounts on 
a monthly basis, but no procedures have been 
developed to reconcile cumulative totals on a 
regular basis. 

Recommendation: Once the proper adjustments have been made to 
correct the equity transfer any remaining 
variance should be established as fixed and 
procedures should be developed to reconcile 
cumulative totals for both employee and 
municipal contributions on a regular basis. 
(See Recommendation 5.) 

Payroll Function: 

Condition: 

Criteria: 

Effect: 

Cause: 

Retirement payroll checks are generated by a 
system known as the "pre-list" system. Under 
this system the check register for the prior 
month becomes the input document to generate 
the current month's checks. This system has 
been in place for a number of years and is. for 
all intents and purposes, obsolete. 

A more advanced on-line system would strengthen 
internal controls over the processing of 
retirement payrolls by being incorporated with 
built-in controls to prevent errors that may 
occur when processing the payroll manually. 

The existing system does not provide built in 
controls to detect errors which can 
occasionally be overlooked, resulting in 
incorrect payments to retirees. 

There are some inherent limitations to this 
system as compared to a newer on-line payroll 
system. For example, under the "pre-list" 
system, cost-of-living increases are given to 
all retirees although not everyone qualifies. 
As a result the "non-qualifying" retirees pay 
must be manually adjusted back to their 
original amount. Since this is a manual system 
process there is the possibility of errors 
getting by which result in overpayments that 
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must be recovered. During our review there 
came to our attention another example of this 
out-of-date system, resulting in retirement 
payroll checks being 6ent to the wrong 
addresses. This matter was reported to the 
Governor in a letter dated June 4, 1992. The 
address labeling system used with this 
"pre-list" system matches changes to an 
individual'6 records by a random sort number 
assigned during that run. not to the 
individual's name or employee number. This 
random sort number changes when individuals are 
added or deleted from the system. During our 
review, address changes were made to retiree's 
records by matching the random sort number 
assigned to that retiree in a early run. Then 
in a later run, after additions and deletions 
to the system were made, the address changes 
were run again. Because the random Bor t 
numbers were different during the later run. 
the address changes were made to the wrong 
accounts, resulting in checks being sent to the 
wrong addresses. With a more advanced system 
these types of errors are unlikely to occur. 

Suggestion: In our prior report we suggested that the 
Retirement Division consider replacing this 
system with a more advanced one. This 
suggestion is not repeated herein, as the 
Retirement Division is in the process of 
converting the "pre-list" system to the MSA 
payroll system used by the State. Complete 
conversion should take place in the latter part 
of 1992. The MSA payroll system has many 
built-in controls that will prevent the above 
mentioned types of errors. We encourage the 
Retirement Division to continue work on the 
conversion to the MSA payroll system. 

Participation in Fund A: 

Condition: Although municipalities still have the option 
of joining either Fund A or Fund B. a review of 
Fund A reveals that there has been no active 
participants in Fund A for many years. 

Criteria: Administrative overhead should not be incurred 
for programs that are essentially obsolete. 
Formally eliminating the option of joining Fund 
A would allow the Retirement Division to 
combine accounting and reporting systems of 
Fund A and Fund B and in turn lead to more 
efficient fund administration. 
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Effect: As long as municipalities continue to have the 
option of membership in either Fund A or Fund B 
the Retirement Division will have to continue 
accounting and reporting for each system 
separately. 

Cause: Section 7-427 of the Connecticut General 
Statutes provides that any municipality 
eligible to participate in the Municipal 
Employees' Retirement System may choose to 
participate in either 
Fund A or Fund B. 

Suggestion: The Retirement Division 6hould consider seeking 
legislative revision to eliminate formally the 
option to participate in Fund A. 

Waiver of Repayments: 

Condition: No regulations have been established to carry 
out the provisions of Section 7-439h of the 
General Statutes. 

Criteria: Section 7-439h of the General Statutes provides 
for the possibility of Retirement Commission 
waivers of repayment of overpayments and also 
stipulates that regulations be established to 
carry out these provisions. 

Effect: The Retirement Commission is unable to act upon 
waiver requests. 

Cause: Although Public Act 88-144 created the 
provisions for waiver requests of repayments, 
no regulations establishing criteria for these 
waivers were ever promulgated. 

Suggestion: The Retirement Division should promulgate 
waiver regulations so that the Retirement 
Commission may act on existing and future 
waiver requests. 

Recommendations 

As a result of our previous audit examinations, six 

recommendations were presented as part of the two audits that were 

consolidated in this report. Two of the six recommendations pertain 

to the issuance of an annual report and are shown combined in number 
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one below. The following is a summary of those recommendations and 

the actions taken thereon. 

1. Preparation and issuance of an annual report -
Presently the only report issued by either the 
Retirement Division or the Retirement Commission is a 
very brief and essentially uninformative report that is 
prepared as a report to the Governor. Beginning with 
the fiscal year ended June 30. 1988. the actuaries are 
preparing annual reports for the Retirement Commission 
providing disclosure information per GASB Statement No. 
5 for certain of the Retirement Fund6. However, no 
comprehensive report on the various retirement funds is 
prepared. The recommendation is repeated. 

2. Written procedures for all operational phases of the 
various retirement systems - State Employee Data Base 
user procedures have been documented for the 
contribution accounting, refund, suspense, equity, and 
service credit purchases processing. Fully completed 
procedure manuals are not yet available for all areas. 
This recommendation is repeated because it has only 
been partially implemented. 

3. Retirement Commission regulations - Regulations in 
accordance with Section 5-155a of the General Statutes 
have not been adopted. We do note that a draft of 
organizational regulations has been submitted to the 
Retirement Commission for review. The recommendation 
is repeated. 

4. Reconciliation of subsidiary and control records of the 
Alternate Retirement Program - There continues to be a 
variance between the participants' contribution records 
and the control totals. In addition we noted during 
the current audit that the control totals could not be 
reconciled to the cash account. Also noted was that no 
subsidiary ledger exists for contributions paid into 
the fund but not yet remitted to the insuring company. 
The recommendation is repeated. 

5. Reconciliation of contribution control and subsidiary 
records of the Municipal Employees' Retirement System 
to cash control accounts - Life-to-date cumulative 
totals have been reconciled as July 1. 1991, with the 
variance believed to be identified. This 
recommendation has been restated to reflect the 
information obtained through the reconciliation. 

In the "Condition of Records" section of this report we made 

four suggestions dealing with refunds of contributions of nonvested 

. inactive members, the elimination of Municipal Employees' Retirement 



- 5 8 -

Fund A. regulations regarding repayment waivers and use of Pending 

Receipts Fund for prompt depositing purposes. 

Included in our previous audit report was a suggestion 

concerning the Policemen and Firemen Survivors' Benefit Fund. This 

suggestion and action taken is presented below: 

Consideration should be given to having an independent 
actuarial firm review the valuation methods and 
assumptions used by the insuring company - An actuarial 
valuation was completed by an independent actuarial firm, 
prepared as of June 30. 1991. 

The following five recommendations have been repeated from our 

prior reports. 

1. The financial statements of the State Retirement Funds 

should be prepared in accordance with reporting and disclosure 

standards authorized by the Governmental Accounting Standards Board 

and such information should be communicated to interested parties 

through the issuance of an annual report. 

While not legally required to follow specific reporting 
or disclosure standards, the Retirement Commission has an 
inherent responsibility to disclose adequately pertinent 
information regarding its administration of the State 
Retirement Funds. At a minimum, the Retirement 
Commission should comply with the generally accepted 
accounting principles (GAAP) established by the 
Governmental Accounting Standards Board (GASB) for all 
Public Employee Retirement Systems (PERS). As part of 
this effort, a PERS reporting function completely 
separate from the Comptroller's Statewide GAAP reporting 
function should be established. 

2. Written procedures should be prepared or updated for all 

operational phases of the administration of the State Employees' 

Retirement System and the miscellaneous retirement funds. 

Due to the many changes to the Retirement System which 
have occurred as a result of collective bargaining, many 
existing procedures were found to be outdated and in need 
of review. While the Retirement Division has already 
committed resources to this problem area, the manuals for 
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all areas are not fully completed. Such areas include 
retirement application auditing and the retirement 
accounting function. 

3. The Connecticut State Employees' Retirement Commission 

6hould adopt regulations in accordance with the provisions of 

Section 5-155a of the General Statutes in order to facilitate the 

proper administration of the Retirement System and to help ensure 

that policies adopted by the Commission are applied on a consistent 

basis. 

In our reviews of records of the Connecticut State 
Employees' Retirement Commission, we have noted that 
numerous policies have been adopted by this Commission at 
its monthly meetings. Although authorized by law to 
adopt regulations, final action in this regard has yet to 
be completed. In adopting regulations the Retirement 
Commission should be guided by the requirements of the 
Uniform Administrative Procedures Act set forth in 
Chapter 54 of Title 4 of the General Statutes. 

4. Subsidiary and cash records of the Alternate Retirement 

Program contributions should be reconciled to the control balances 

for the program. 

Control figures for contributions to the Alternate 
Retirement Program do not agree with either the listing 
of participant contributions or the cash account. 
Currently there is no subsidiary ledger for contributions 
which have been paid to the fund and not yet forwarded to 
the insuring company. 

5. Adjustments should be made for the misapplied equity 

transfer and procedures should be developed for reconciling on a 

regular basis, cumulative totals on the data base with those of the 

control accounts. 

Reconciling cumulative totals of the data base and the 
accounting records on a regular basis will ensure that 
contributions recorded to the individual members' 
accounts are for the proper amounts. 
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Independent Auditors' Certification 

Financial Statements: 

We have audited the accompanying financial statements prepared 

from the records of the State Comptroller and the State Treasurer 

for the fiscal year ended June 30. 1991, as listed in the beginning 

of this report. These financial records are the responsibility of 

the State Comptroller's Retirement Division management. Our 

responsibility is to express an opinion on the financial statements 

prepared from such records based on our audit. 

We conducted our audit in accordance with generally accepted 

government auditing standards for financial and compliance audits. 

Those standards require that we plan and perform the audit to obtain 

reasonable assurance about whether the financial statements are free 

of material misstatement. An audit includes examining, on a test 

basis, evidence supporting the amounts and disclosures in the 

financial statements. An audit also includes assessing the 

accounting principles used and significant estimates made by 

management, as well as evaluating the overall financial statement 

presentation. We believe that our audit provides a reasonable basis 

for our opinion. 

As discussed in Note 5 to Statement 1 of this report, the 

accompanying financial statements are intended to present the 

financial transactions of the General and Special Transportation 

Funds and the financial position and the results of operations and 

cash transactions of the Pension Trust and Agency fund types of only 

that portion of the funds of the State of Connecticut that is 
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attributable to the transactions of the State Retirement Programs 

administered by the State Comptroller's Office. 

As discussed in Note 2 to Statement 5 of this report, the 

accompanying financial statements relating to the operations of the 

General and Special Transportation Funds were prepared on a 

prescribed basis of accounting that demonstrates compliance with the 

modified cash basis and budget laws of the State of Connecticut 

which is a comprehensive basis of accounting other than generally 

accepted accounting principles. 

The financial statements prepared by the Retirement Division did 

not comply with disclosure requirements set forth in Statement 5 of 

the Governmental Accounting Standards Board entitled "Disclosure of 

Pension Information by Public Employee Retirement Systems and State 

and Local Governmental Employers." By reference to other reports 

prepared for the Retirement Division of the State Comptroller, 

disclosure requirements of Statement 5 were met for the financial 

statements of this report as they relate to the State Employees'. 

Municipal Employees' and Judges' and Compensation Commissioner's 

Retirement Funds. In our opinion disclosure of this information for 

the remaining retirement funds is required by generally accepted 

accounting principles. 

In our opinion, except for the lack of disclosure of required 

pension information as discussed in the preceding paragraph, the 

financial statements referred to above present fairly, in all 

material respects. (1) the General and Special Transportation Funds 

receipts, appropriations and expenditures, of the State's Retirement 

Programs for the fiscal year ended June 30, 1991. on the basis of 

. accounting described in Note 2 to Statement 5 of this report; and 
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(2) the financial position of the State Retirement Funds as of 

June 30, 1991, and the results of operations and cash transactions 

of such funds for the years ended on those dates, in conformity with 

generally accepted accounting principles. 

Our audit was conducted for the purpose of forming an opinion on 

the financial statements of the State Retirement Funds. The 

accompanying schedules listed in the beginning of this report are 

presented for purposes of additional analysis and are not a required 

part of the financial statements. The information in these 

schedules has been subjected to auditing procedures applied in the 

audit of the financial statements and, in our opinion, is fairly 

presented in all material respects in relation to the financial 

statements taken as a whole. 

Compliance with Laws and Regulations: 

Compliance with laws, regulations, and contracts applicable to 

the State Retirement Funds, is the responsibility of the management 

of the Comptroller's Retirement Division. As part of obtaining 

reasonable assurance about whether the financial statements referred 

to above are free of material misstatements, we performed tests of 

the Division's compliance with certain provision of the laws, 

regulations or contracts. However, the objective of our audit of 

the financial statements was not to provide an opinion on overall 

compliance with such provisions. Accordingly, we do not express 

such an opinion. 

The results of our tests indicate that, with respect to the 

items tested, the Retirement Division complied, in all material 

respects, with the provisions referred to in the preceding 

paragraph. With respect to items not tested, nothing came to our 

attention that caused us to believe that the agency had not 
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complied, in all material respects, with those provisions. Vie did. 

however, note certain immaterial instances of noncompliance which we 

have disclosed in the "Condition of Records" section of this report. 

Internal Control Structure: 

In planning and performing our audit of the financial records of 

the State Retirement Funds as referred to above, we considered its 

internal control structure in order to determine our auditing 

procedures for the purpose of expressing our opinion on the 

financial statements and not to provide assurance on the internal 

control structure. 

The management of the Comptroller's Retirement Division is 

responsible for establishing and maintaining an internal control 

structure. In fulfilling this responsibility, estimates and 

judgments by management are required to assess the expected benefits 

and related costs of internal control structure policies and 

procedures. The objectives of an internal control structure are to 

provide management with reasonable, but not absolute, assurance that 

assets are safeguarded against loss from unauthorized use or 

disposition, and that transactions are executed in accordance with 

management's authorization and recorded properly to permit the 

preparation of financial statements in accordance with generally 

accepted accounting principles. Because of inherent limitations in 

any internal control structure, errors or irregularities may 

nevertheless occur and not be detected. Also, projection of any 

evaluation of the structure to future periods is subject to the risk 

that procedures may become inadequate because of changes in 

conditions or that the effectiveness of the design and operation of 

policies and procedures may deteriorate. 
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For the purpose of this report we have classified the Retirement 

Division's significant internal control policies and procedures in 

the categories of retirement payroll, contribution accounting, cash 

receipts, billings and collections, and reporting systems. 

For all of the internal control structure categories listed 

above, we obtained an understanding of the design of relevant 

policies and procedures and determined whether they have been placed 

in operation, and we assessed control risk. 

We noted certain matters involving the internal control 

structure and its operation that we consider to be reportable 

conditions under standards established by the American Institute of 

Certified Public Accountants. Reportable conditions involve matters 

coming to our attention relating to significant deficiencies in the 

design or operation of the internal control structure that, in our 

judgment, could adversely affect the entity's ability to record, 

process, summarize, and report financial data consistent with the 

assertions of management in the financial statements. 

Our comments on this specific condition of internal control, 

notably the need for the reconciliation of contribution subsidiary 

and control accounts as well as the reconciliation of such accounts 

to the cash control of the Alternate Retirement Program Fund and the 

Municipal Employees' Retirement Program Fund are found in the 

"Condition of Records" and "Recommendations" sections of this 

report. 

A material weakness is a reportable condition in which the 

design or operations of the specific internal control structure 

elements does not reduce to a relatively low level the risk that 

errors or irregularities in amounts that would be material in 
relation to the financial statements being audited may occur and not 
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be detected within a timely period by employees in the normal course 

of performing their assigned functions. 

Our consideration of the internal control structure would not 

necessarily disclose all matters in the internal control structure 

that might be reportable conditions and, accordingly, would not 

necessarily disclose all reportable conditions that are also 

considered to be material weaknesses as defined above. However, we 

believe the aforementioned reportable condition relating to the 

reconciliations of contribution and cash accounts within the 

Alternate Retirement Program Fund and the Municipal Employees' 

Retirement Fund, to be a material weakness. 

We also noted other matters involving the internal control 

structure and its operation that we have reported on in the 

"Condition of Records" and "Recommendations" sections of this report. 

This report is intended for the Governor, the State Comptroller, 

the Appropriations Committee of the General Assembly and the 

Legislative Committee on Program Review and Investigations. However 

this report is a matter of public record and its distribution is not 

limited. 
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Conclusion 

In conclusion, we wish to express our appreciation for the 

assistance and courtesies extended to our representatives by the 

personnel of the State Comptroller's Retirement Division during the 

course of this examination. 

Patricia Wilson 
Principal Auditor 

Approved: 

Dominic* G. Arienzal« 

Robert if. Hilliard ~ 
Deputy State Auditors 

vga/0063A 
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lufiart' c o i t n b u i o n i receivable 
lunicipal contribution receivable 
Federal coatributions receivable 
Iivistieit iicoM receivable 

total kceiviblti 

Dui fro* Other Fulls: 
(liarlI Fuad 1,014,211 
Probate Court Uiuistratioa Fuad 

Total Oui froi Other Folds 

Total Assets 

liabilities: 
Accouits payable u d accrued upenses 

lit Assets Aval l u l l for linifits 

Fund lalar.Ci: 
Actuarial present value of projected benefits payable to current 

retirants and beneficiaries 
Actuarial present value of projected beiefits payable to ternnated 

vested participants 
Actuarial value of credited projected benefits for active eiployees 

Total Actuarial Present value of Credited Projected lenefits 

Unfunded actuarial prisert valui of credited projected benefits 
llnrisirvcd bilances-availatlt for futuri retireient salaries 

Total Fund lalanci | - 0 - | -0-

25,131 

1,014,2(7 

I,114,102 221,149 

II,114,102) (221,(491 

I -0- 1 -0-

I 
01,4211 

2(,199,003 

3,531 
1,213 

12,TIS 

I!,519 

5,112 

5,112 

2(,I13,3J( 

(9,91(1 

I 1 
1,943,156 2,201 

2,934,514,1!) 2(1,119 

131,192 

12,19k 

1 
(111) (215,4411 

11,152 43,995,120 

I » 
291 

11,013 

135 
1,(61,540 

9,411,66] 

1,291 

1,291 

391 

391 

131,154 

131,154 

2,940 

2,940 

29? 

29? 

2,951,315,696 2)2,113 

(2?5,4S() 

4)1,233,104 

14,400 

580,TIO 
2,412,500 

1,311,301 

4,553,111 

(153,332) 

10,?10 43,141,9)3 11,151 441,512,114 

(122,1511 

I 21,803,350 | 2,951, 122,3(4 » 2)2,113 I 80,730 | 43,141,9)3 | 11,(51 |«41,3i9,33( 

1,324,092 2,110,344,(.'| 

3(2,101 
(,I6j.020 

14,545,213 

t2,2S4,ll( 

15,545,!(( 
], H6.H6.I0I 

66,(13,313 1)4,049,420 

3)9,1(1 11,125 
42,912,139 295,411,923 

5,912,(8',195 

13,031,5(4,1311 
2)2,113 

| 2(,103.350 1 2,951.122,3(4 | 2)2.113 | 

10,)I0 

109,9)5,311 - 419,119,0(1 

(11,121.3451 (21,229,1321 
(1,651 

0.110 | 43,141,9)3 1(1,(51 I 441,3ii,33( 
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Notes: (continued) 
2. S u m r y of Significant Accounting Policies mil Plan Asset Natters: 

A . 1 m s of Accounting: 
The financial stateients of this report are prepared using the accrual basis of accounting, 
period in ithich eiployees services tre perforied. 

Eiployee and etployer contributions ire recognized as revenues in the 

I. Method Used to Value Invistients: 
Retireieit trust funds can invest 
Mutual Fiied Iitcoie Fund 
Mutual Equity Fund 
Mutual Contract Fund 
Real Estate Fund 
Yankee Mac Fond 
C o u e r c i i l Mortgage Fund 
Mutual Venture Capital Fund 
[nternational Stock Fund 
International Stock Fund 
Connecticut P r o g r u s Fund 
Cash Reserve Fund 
Short leri Investment Fund 

ii the follouing investient pools laintained by the State of Connecticut. 
Investients consist principally of bonds and notes. 
Investients consist principally of c o n o n stocks 
Investients consist principally of Insurance Coipany Guaranteed Investient Contracts. 
Investients consist principally of interest in c o n i n g l e d equity real estate M s . 
Investients consist principally of residential tortgage backed securities. 
Investients consist principally of interest in c o m e r c u l lortgiges 
Investients consist principally of interests in venture capital partnerships ihich hive c o n c n stock interests in eierging businesses. 
Investients consist principally of international equity securities 
Investients consist principally of international bonds. 
Investients consist principally of Connecticut projects 

Investients it the pool funds ire valued it cost. Market values of the investient pools are d e t e r n n e a by Master Custodian based on the perforiance of the underlying 
securities. Investient m c o i e is recognized as earned. Gains and losses on sales and redeiptions of investients are recognized on the transaction date. 

3. Funding Status m d Progress: 
The u o u n t shorn belou is 'pension benefit obligation' is I standardized «easureient that, with sore eiceptions, lust be used by a PERS. The standardized icasureient 
is the actuarial present value of credited projected benefits. This pension valuation lethod reflects the present value cf e s t n a t e d pension benefits that uill be 
paid in future years as a result of eiployee services perforied to date and is adjusted for the effects of projected salary increases and any step-rate benefits, fhe 
•easure is independent of the actuarial funding u t h o d used to a e t e n i n e contributions to the systei. 

lhe pension benefit obligation u s coiputed as part of the actuarial valuation perforied as of June 30, 1991, for SERS, October I, 1990, for JCCRS and June 30, 1990, for MERS. 
Significant actuarial assuiptions used in the valuation for SERS include (a) rate of return on investient of present and f U u r e assets of n g n t and one-half percent per year, 
(b) projected salary increases of sii percent to ten tuo-tenths percent per year, depending upon age, (c) cost of living increases of three percent per year to four and one-half 
percent per year. Ihe significant actuarial assuiptions used In the valuation for JCCRS include la) rate of return on investient of present ana future assets of eight and 
one-half percent per year, lb) projected salary increases of five and one-half percent per year, (c) cast of living increases of three percent per year to five and one-half 
percent per year. The significant actuarial assuiptions used in the valuation for MERS include (al rate of return on the investient of present and future assets of seven percent 
per year coipounded annually, (b) projected salary increases of four and one-half percent per year ccipunded annually, attributable to inflation, (c) additional projected 
projected salary increases of one percent per year, attributable to seniority/ierit, (d) cost of living increases of three percent per year. 
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Dotes: ( c o n t i n u e d ) 
At inly 1, 1991, the unfunded tension benefit obligation » a s 1 3 , 0 1 0 , 2 3 2 , 3 7 ! for SERS and > 6 6 , 2 6 2 , 9 9 9 for JCCRS and > 2 9 , 5 4 4 , 6 5 ) for H E S S as follovs: 

SERS JCCRS KFKS 

Pension lenefit O b l i g a t i o n : 
Active iieibers: 

Accuiulated e i p l o y e e c o n t r i b u t i o n s 
Eiployer-financed vested 
Eiployer-financed n o n - v e s t e d 

I 

2 8 5 . 1 1 7 , 5 9 8 
2,409,2(0,Ait 

492,(18,(47 

total Active 
Retired K t i b e r s 
T e r m i n a t e d V e s t e d l e i b e r i 

Total Pension lenefit O b l i g a t i o n s 

Net Assets A v a i l a b l e for B e n e f i t s at Cost (Market Value 1 3 , 2 7 8 , 0 8 3 . 2 1 9 for 
S E R S , > 4 ! , 5 0 ( , 1 4 6 for J C C R S and > 5 6 8 , 3 9 5 , 8 5 5 for H E S S ! 

Unfunded Pension Benefit 0 b l i | a t i o n 

3, 186.79!,701 
2 , 1 8 0 , 3 4 4 , 6 2 8 

15,5(5,866 

I 5,982,687,195 

I 2 , 9 5 1 , 1 2 2 . 3 8 4 

t 3,031,564,831 

42,!;2,I39 295,487,923 
6 6 , ( 1 3 , 3 1 3 174,349,420 

379,866 11,125 

1 1 0 9 , 9 7 5 , 3 1 8 I 4(9,619,0(8 

I 43,8(3,973 9 441,189,336 

I ( 6 , 1 2 6 , 3 4 5 » !8,!2i,!32 

Statement 1 
Sheet 4 

4. C o n t r i b u t i o n s Required and C o n t r i b u t i o n s M a d e : 
Ilia system's funding p o l i c i e s have been established by statute. Eiployee c o n t r i b u t i o n s for SERS ire based on fined p e r c e n t a g e s ranging froi t«o percent to five percent applied to an eip l o y e e ' s annual c o m p e n s a t i o n . 

E i p l o y e e c o n t r i b u t i o n s for JCCRS are f w e percent of an e i j l o y e e ' s annual c o a p t a t i o n , lot* systeis are s a p p l e i e n t e d by c o n t r i b u t i o n provided oy the State, K o n a i cost is funded on a current b a s i s . The saie 
actuarial a s s u i p t i o n s u e r e used to c o m p u t e both the pension contribution r e q u i r e m e n t s and the pension benefit o b l i g a t i o n . The unfunded actuarial accrued liability is being amortized over 10 years. Periodic 
c o n t r i b u t i o n s for both normal cost and the aiortization of the unfunded actuarial accrued liability are based on the projected unit credit cost letnod. Covered e i p l o y e e s of HERS are required to c o n t r i b t t e tuo 
and o n e - f o u r t h percent of ea r n i n g s upon vhich Social Security tan is paid plus five percent of ea r n i n g s on vhich no Social Security tai is paid. Each covered l u m c i p a l i t y is required to pay an actuarially 
deteriined p e r c e n t a g e of covered payroll to provide for benefits based on current service. This p e r c e n t a g e varies by po'ice and fire versus general city e m p l o y e e s , and v i t h m those too groups, versus uithout 
Social S e c u r i t y . Each l u m c i p a l i t y is also required to pay an annual anaunt for b e n e f i t s b a s e ! on s e r v i c e jrior to the w i t ' s date of p a r t i c i p a t i o n , 'his amour,t is a level dollar amortization (including 
interest and p r i n c i p a l ) o v e r varying tiie periods depending on the unit's dite of participation and o t h e r factors. The c o n t r i b u t o r s for CESS are actuarially d e t e r i i n e d using the projected unit credit cost 
lethod lodified to reflect unaiortized net actuarial gains and losses over 10 future years as adjustnent in current service rates. The actuarial a s s u m p t i o n s are the saie used to coipute tne oension oenefit 
o b l i g a t i o n s . 

C o n t r i s u t i o n s M a d e : 
8y E i p l o v e e s 
P e r c e n t a g e of Covered Payroll 

By State or H u m c i p a l i t i e s 
P e r c e n t a g e of Curent fear Covered Payroll 

Federal and Other R e i m b u r s e m e n t s 

SERS JCCRS H E R S 

Fiscal Year Fiscal rear Fiscal Year 
19)0-1931 1990-1991 1990-1)91 

t I 1 
33,772,959 ' 37 , 702 5, 4;-2,947 

1.7* 5.It 

I!;;,816,908 I I I , 4 1 2 , C I 21,IT:.393 
19.ii 19.lt 

I 55 :00.030 

State C o n t r i b u t i o n s Required: 
Korrnal Cost 
Amortization of unfunded liability 

|'?9,549,(26 I 4 . ) ' ( , : M 
8218,467 ,-32 t 6,45'..572 
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C O M 3 INING B A L A N C E S H E E T 
AS O f J U N E 30, 1591 

N o t e s : ( c o n t i n u e d ) 
5 . T h e s t a t e m e n t s In t h i s r e p o r t i r e i n t e n d e d to p r e s e n t t h e f i n a n c i a l t r a n s a c t i o n s m d / o r f i n a n c i a l p o s i t i o n o f o n l y t h a t p o r t i o n of the f u n d s of t h e S t a t e o f C o n n e c t i c u t t h a t ire a t t r i b u t a b l e t o t h e S t a t e 

R e t i r e m e n t P r o g r a i s a d m i n i s t e r e d by t h e S t a t e C o n t r o l l e r ' s R e t i r e n e n t D i v i s i o n . 

(, A c t u a r i a l C o s t M e t h o d s a n d U n f u n d e d A c t u a r i a l L i a b i l i t i e s - O t h e r t h a n S t a t e E i o l o y e e s ' , J u d g e s ' and C o m p e n s a t i o n C o m m i s s i o n e r s ' and M u n i c i p a l E m p l o y e e s ' R e t i r e m e n t F u n d s : 
A l t e r n a t e R e t i r e m e n t P l a n : 

T h i s p l a n is u n d e r u r i t t e n by an i n s u r a n c e c o m p a n y and r e q u i r e s o n l y n o r m a l cost c o n t r i b u t i o n s f o r x a r d e i m o n t h l y . D u r i n g 1 9 9 0 - 1 9 9 1 t h e r a t e H a s II p e r c e n t o f 
s a l a r i e s » U t i t h e e m p l o y e e s ' s h a r e f i x e d at f i v e p e r c e n t and t h e S t a t e ' s s h a r e at e i g h t p e r c e n t . 

S t a t e ' s A t t o r n e y ' s R e t i r e m e n t F u n d and P u b l i c D e f e n d e r s ' R e t i r e m e n t F u n d : 
T h e a c t u a r i a l r e q u i r e m e n t s o f t h e s e f u n d s h a v e n e v e r b e e n d e t e r m i n e d . R e t i r e m e n t s a l a r i e s a r e m e t on a p a y - a s - y o u - g o b a s i s f r o m t h e f u n d s and t h e G e n e r a l F u n d . 

G e n e r a l A s s e m b l y P e n s i o n F u n d : 
P u b l i c Act 8 5 - 5 0 2 e f f e c t i v e J u l y 1, 1915, a b o l i s h e d t h e G e n e r a l A s s e m b l y P e n s i o n S y s t e m and t r a n s f e r r e d all a s s e t s o f the P e n s i o n Fund t o t h e S t a t e E m p l o y e e s ' R e t i r e m e n t F u n d e x c e p t f o r 
a c t u a r i a l l y d e t e m n e d r e s e r v e s n e e d e d to fund t h o s e r e t i r e d from t h e p e n s i o n s y s t e m . All o t h e r p a r t i c i p a n t s in t h e s y s t e m may e l e c t to p a r t i c i p a t e in t h e S t a t e E m p l o y e e s ' R e t i r e m e n t S y s t e m . 

P r o b a t e J u d g e s ' and E m p l o y e e s ' R e t i r e m e n t F u n d : 
T h i s r e t i r e m e n t s y s t e m v a s e i a m i n e d a c t u a r i a l l y as of J a n u a r y I, 1990, a n d , u s i n g t h e ' f r o z e n i n i t i a l l i a b i l i t y m o d i f i c a t i o n ' of tie ' e n t r y a g e ' a c t u a r i a l , c o s t and t h e J a n u a r y I, 1929 
v a l u a t i o n s , w h e n t h e P r o b a t e C o u r t A d m i n i s t r a t i o n F u n d m a d e p a y m e n t s t o t a l l i n g ( 2 , 9 0 0 , 0 0 3 in a d d i t i o n tc the r e c o m e n d e d c o n t r i b u t i o n s f o r e a c h o f t h o s e y e a r s . 

P o l i c e m e n a n d F i r e m e n S u r v i v o r s ' B e n e f i t F u n d : 
T h i s fund is a d m i n i s t e r e d as an a d j u n c t t o t h e M u n i c i p a l E m p l o y e e s ' R e t i r e m e n t and had six p a r t i c i p a t i n g m u n i c i p a l i t i e s as o f J u n e 30, 1 9 9 1 , u i t h 5 0 4 and 2 1 7 a c t i v e and r e t i r e d / a n n u i t a n t m e m b e r s , r e s p e c t i v e l y . 
In lieu o f p r o v i d i n g b e n e f i t p a y m e n t s f r o m the P o l i c e m e n and F i r e m e n S u r v i v o r s ' B e n e f i t F u n d , t h e S t a t e R e t i r e m e n t C o m m i s s i o n , in a c c o r d a n c e u i t h S e c t i o n s ? - 3 2 3 a t o ? - 3 2 3 i o f t h e G e n e r a l S t a t u t e s , n e g o t i a t e d 
n e g o t i a t e d * i t h i l o c a l i n s u r a n c e c o m p a n y for a g r o u p a n n u i t y c o n r a c t to p r o v i d e t h e s u r v i v o r b e n e f i t c o v e r a g e . An a c t u a r i a l v a l u a t i o n of t h e i n s u r a n c e c o m p a n y p e r f o r m e d as of July 1, 1 9 9 1 , e s t i m a t e d t h e 
r e s e r v e f o r f u t u r e b e n e f i t p a y m e n t s t o t o t a l ( 1 0 , ( 1 3 , 6 5 0 a s o f J u n e 30, 1991. 

?. In a d d i t i o n to the r e t i r e m e n t p r o g r a m s a l r e a d y n o t e d in t h i s r e p o r t the O f f i c e o f t h e C o m p t r o l l e r , t h r o u g h a t h i r d p a r t y a d m i n i s t r a t o r , o f f e r s to S t a t e o f C o n n e c t i c u t e m p l o y e e s a d e f e r r e d c o m p e n s a t i o n p l a n 
c r e a t e d in a c c o r d a n c e u i t h S e c t i o n 4 5 ? o f t h e I n t e r n a l R e v e n u e C o d e . T h i s p l a n p e r m i t s e m p l o y e e s to d e f e r a p o r t i o r of t h e i r s a l a r y u n t i l f u t u r e y e a r s . T h e d e f e r r e d c o m p e n s a t i o n is not a v a i l a b l e t o e m p l o y e e s 
u n t i l r e t i r e m e n t , t e r m i n a t i o n o f e m p l o y m e n t , d i s a b i l i t y , u n f o r e s e e a b l e e m e r g e n c y o r d e a t h . C o m p a n i e s p a r t i c i p a t i n g in t h i s p r o g r a m and t h e r a r k e t v a l u e s o f t h e s e a c c o u n t s at J u n e 30, 1391, a r e listed b e < o > . 

M a r k e t V a l u e s at J u n e 30, 1 9 9 1 : 
» 

A e t n a 1 3 1 , 8 9 0 , 5 5 1 
H a r t f o r d 4 1 , 3 0 6 , 3 5 0 
P h o e n i x M u t u a l 3 8 8 , 8 3 5 
T r a v e l e r s 1 5 . 0 1 8 , 3 7 0 

T o t a l ( 1 9 4 , 5 9 4 , 1 0 ? 

C o n n e c t i c u t M u t u a l a l s o p a r t i c i p a t e s in t h e S t a t e ' s d e f e r r e d c o m p e n s a t i o n p l a n ; h o w e v e r , m a r k e t v a l u e s at J u n e 30, 1591, » e r e u n a v a i l a b l e f o r t h i s a c c o u n t . 

8 . T h e T e a c h e r s ' R e t i r e m e n t f u n d , u h i c h is a d m i n i s t r a t e d by a s e p a r a t e T e a c h e r s ' R e t i r e m e n t B o a r d is not i n c l u d e d in t h i s audit r e p o r t , but h a s b e e n c o v e r e d ss part c f a s e p a ' i t e a u d i t of t h a t S o i r d . 
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N o t e s : ( c o n t i n u e d t 
9. S u b s e q u e n t E v e n t s : 

O u r i n g t h e 1 9 9 1 - 1 9 9 ? f i s c a l y e a r t » o a g r e e m e n t s w e r e r e a c h e d u i t h t h e S t a t e E m p l o y e e s ' B a r g a i n i n g A g e n t C o a l i t i o n ( S E 8 A C I . T h e s e a g r e e m e n t s w h i c h w e r e r a t i f i e d by t h e G e n e r a l A s s e m b l y on F e b r u a r y 2 6 , 
1992 and J u n e 26, 1 9 9 2 , r e s p e c t i v e l y , a m e n d e d c e r t a i n p r o v i s i o n s o f t h e S t a t e E m p l o y e e s ' R e t i r e m e n t S y s t e m a s f o l l o w s : 

R e a m o r t u a t i o n - T h e a c c r u e d p a s t s e r v i c e l i a b i l i t y for p e n s i o n s are to b e r e a m o r t u e d , c o n s i s t e n t w i t h the f o l l o w i n g p r t r c t p i e s . 

a. T h e p e n s i o n f u n d ' s l i a b i l i t y f o r t h e e a r l y r e t i r e m e n t p r o g r a m o f 1989 shall be r e a m o r t i z e d e v e r a p e r i o d o ' 4 0 y e a r s 
m t h p a y m e n t t o c o m m e n c e in t h e 1 9 9 4 - 1 9 9 5 f i s c a l y e a r . 

b . T h e p e n s i o n f u n d ' s l i a b i l i t y o f t h e e a r l y r e t i r e m e n t p r o g r a m o f 1 9 9 ! shall a m o r t i z e d o v e r a p e r i o d o f 40 y e a r s w i t h p a y m e n t t o 
c o m m e n c e in t h e 1 9 9 4 - 1 9 9 5 f i s c a l y e a r . 

c . T h e S t a t e ' s c o n t r i b u t i o n for t h e p a s t s e r v i c e l i a b i l i t y shall be r e d u c e d by 1 2 1 5 , 0 0 0 , 0 0 0 f o r t h e 1 9 9 1 - 1 9 3 2 f i s c a l y e t r . 

d . F r o m J u l y f, 1992 f o r w a r d , t h e r e m a i n i n g past s e r v i c e l i a b i l i t y s h a l l b e a m o r t i z e d on t h e b a s i s of a level d o l l a r s p a y m e n t p e r 
y e a r f o r a p e r i o d o f 4 0 y e a r s . T h e 1 9 9 2 - 1 9 9 3 p a y m e n t s to t h e p e n s i o n fund s h a l l be b a s e d on t h i s r e a m o r t i z a t i o n and not t h e 
v a l u a t i o n r e c e i v e d in N o v e m b e r 1991. 

e . C o n t r i b u t i o n s f o r u n f u n d e d p a s t s e r v i c e l i a b i l i t y m e r e e s t a b l i s h e d f o r f o u r y e a r s a s f o l l o w s : 

F i s c a l T e a r A m o u n t 

I 
1 9 9 2 - 1 9 9 3 9 2 , 1 0 0 , 0 0 0 
1 9 9 3 - 1 9 9 4 1 2 1 , 3 0 0 , 3 0 3 
1 9 9 4 - 1 9 9 5 1 3 , 0 5 0 , 0 0 0 
1 9 9 5 - 1 9 9 6 1 3 8 , 4 0 0 , 

f . C o n t r i b u t i o n s f o r t h e n o r m a l c o s t o f p e n s i o n s m i l l r e m a i n at full f u n d i n g l e v e l s . 

E a r l y R e t i r e m e n t I n c e n t i v e P r o g r a m - T h i s p r o g r a m p r o v i d e s f o r t h r e e i n c e n t i v e y e a r s of c r e d i t f o r any SERS m e m b e r * n o m e e t s t h e e l i g i b i l i t y r e q u i r e m e n t s by M a r c h 1, 19 9 2 , and s u b m i t s a w r i t t e n a p p l i c a t i o n 
o n o r a f t e r N o v e m b e r 1, 19 9 1 , but b e f o r e M a r c h I, 1392. T h e t h r e e i n c e n t i v e y e a r s m i l f i r s t b e a p p l i e d to a m e m b e r ' s age to b r i n g h i s or he r a g e to f i f t y - f i v e and t h e n t o s e r v i c e c r e d i t t i m e fty any 
r e m a i n i n g i n c e n t i v e c r e d i t . F o r m e m b e r s w h o a l r e a d y h a v e r e a c h e d t h e a g e of f i f t y - f i v e o r w h o a r e h a z a r d o u s d u t y m e m b e r s , t h e i n c e n t i v e y e a r s n i l be a l l i e d in to t a l to s e r v i c e c r e o i t t i m e . I n s t r u c t i o n a l 
f a c u l t y m e m b e r s In t h e v a r i o u s h i g h e r e d u c a t i o n a l a g e n c i e s , t h e v o c a t i o n a l t e c h n i c a l s c h o o l s y s t e m s o r o t h e r like e d u c a t i o n a l s e t t i n g s , may h a v e t h e i r e f f e c t i v e d a t e s o f r e t i r e m e n t d e f e r r e d b y t h e S t a t e t o 
not l a t e r t h e n J u l y I, 1 9 9 2 . 

10. T e n Y e a r H i s t o r i c a l Fund I n f o r m a t i o n : 
T e n / e a r h i s t o r i c a l t r e n d i n f o r m a t i o n d e s i g n e d t o p r o v i d e i n f o r m a t i o n about S E R F ' S , J C C R F ' s and M E R F ' s p r o g r e s s m a d e in a c c u n u l a t i n g s u f f i c i e n t assets to pay b e n e f i t s t h e n d u e is p r e s e n t e d in t h e s u p p l e m e n t 

i m m e d i a t e l y f o l l o w i n g t h e s e n o t e s to f i n a n c i a l s t a t e m e n t s . T h e i n f o r m a t i o n for S E R F and J C C R F , for y e a r s p r i o r to the 1 9 8 8 - 1 9 8 9 f i s c a l y e a r , w a s t a k e n f r o m t h e S t a t e o f C o n n e c t i c u t ' s C o m p r e h e n s i v e A n n u a l 
F i n a n c i a l R e p o r t , F i s c a l Y e a r E n d e d J u n e 3 0 , 1990. The 1 9 8 8 - 1 9 8 9 , 1 9 8 9 - 1 9 3 0 and 1 9 9 3 - 1 5 9 1 f i s c a l y e a r s m f o r r a t i o n , however. « a s t a k e n from statements of t h i s r e p o r t t a t h e p r i o r a u o i t r e p o r t s . The r e q u i r e d 
s u p p l e m e n t a r y i n f o r m a t i o n f o r M E R F for y e a r s p r i o r to t h e 1 9 8 9 - 1 9 9 0 f i s c a l y e a r w a s i n d e p e n d e n t l y complied by the a c t u a r i a l f i r m of G i b r i e l , Boeder, Smith aid C o m p a n y . T h i s i n f o r m a t i o n h a s b e e n r o u n d e d to 
t h e n e a r e s t o n e h u n d r e d t h o u s a n d s o f d o l l a r s , t h e M E R F 1 9 8 9 - 1 3 5 0 and 1 9 9 3 - 1 9 9 1 fiscal years information w a s taken from this report ans the prior audit report. 





suit C M P T 9 0 U E I I 
S T A T E R E T I R E M E N T F U N D S 
C O H B I K I K G B A L A N C E S H E E T 
AS O F J U N E 3 0 , 1331 

S t a t e m e n t 1 
S h e e t i 

Re q u i r e d S u p p l e m e n t a r y I n f o r m a t i o n : 
R E V E N U E S BY SO'JRCE A N j E X P E N S E S BY T Y P E ( S E R S ] 

(in t h o u s a n d s ) 

R e v e n u e s by S o u r c e ( S E R S ) 

S t a t e C o n t r i b u t i o n s 

E x p e n s e s by T y p e ( S E R S ) 

E m p l o y e e D o l l a r P e r c e n t a g e o f A n n u a l I n v e s t m e n t A d m i n i s t r a t i v e 
F i s c a l Y e a r C o n t r i b u t i o n A m o u n t C o v e r e d P a y r o l l I n c o m e O t h e r T o t a l B e n e f i t s ( • s e n s e s R e f u n d s O t h e r T o t a l 

1 1 1 1 1 8 8 » 8 1 
1581 - 1 9 1 2 2 5 , 1 9 9 1 2 3 , 8 8 7 1 5 . » 4 5 , 6 6 5 3 3 , 4 4 5 2 2 3 , 6 7 8 9 9 , 3 ( 2 25 4 , 3 4 9 2 0 1 0 3 , 1 5 6 
1 9 8 2 - 1983 2 ) , 1 1 1 1 3 8 , 1 5 9 15.7 5 5 , 2 3 7 4 0 , 1 7 8 2 5 9 , 2 3 5 1 0 7 , 1 9 0 15 1 6 , 2 1 7 1 2 3 , 4 2 1 
13B3 - 1988 2 8 , 9 5 ) 1 5 1 . 1 5 1 16.2 ( 6 , 9 2 5 3 7 , 1 4 6 2 9 1 , 7 7 5 1 1 4 , 3 4 1 215 1 1 , 4 3 5 1 2 5 , 4 9 1 
1984 - 1985 3 0 , 1 0 0 1 9 8 , 2 0 2 18.7 7 6 , 4 5 5 3 8 , 5 3 6 3 4 1 , 3 4 3 1 2 6 , 7 4 9 117 1 3 , 6 1 7 1 4 0 , 4 1 3 
1915 - 1915 3 0 , 4 9 3 2 3 4 , 1 9 2 19.7 3 9 , 7 7 3 3 9 , 4 9 6 3 9 3 , 9 5 4 1 4 0 , 1 6 8 111 5 , 7 9 9 7 4 1 4 6 , 1 5 2 
1988 - 1 9 8 ) 2 ) , 1 1 3 2)5,lie 2 1 . 2 1 0 2 , 8 1 9 4 2 , 9 5 4 4 4 9 , 3 7 2 1 5 4 , 3 6 0 120 2 , 8 0 3 1 5 7 , 7 1 3 
1 9 8 ) - 1 9 8 1 2 1 , 0 2 5 2 ) 2 , 2 9 1 19.1 1 4 4 , 6 3 5 5 0 , 5 9 3 4 9 5 , 5 5 1 1 7 1 , 5 6 8 165 2 , 6 8 0 519 1 7 5 , 1 0 2 
1 9 8 8 - 1989 2 8 , 1 1 4 3 2 4 , 3 1 5 2 0 . 5 1 2 6 , 5 9 1 5 0 , 2 4 7 5 2 5 , 8 6 7 1 9 2 , 5 5 2 134 2 , 2 6 7 3 5 7 1 9 5 , 3 1 0 
1989 - 1 9 9 3 2 9 , 1 9 3 2 8 8 , 3 8 8 16.4 1 5 0 , 5 2 3 5 3 , 2 1 1 5 2 1 , 7 0 0 2 4 1 , 4 1 1 146 1 , 9 1 3 3 3 3 2 5 0 , 8 1 0 
1990 - 1991 3 3 , 7 7 3 2 0 8 , 8 1 ) 10.7 1 6 0 , 9 3 3 5 5 , 2 0 5 4 7 7 , 8 2 3 2 7 0 , 1 9 8 168 3 , 6 1 3 2 ) 4 , 6 7 9 

R E V E N U E S BY S O U R C E A N i E X P E N S E S BY T Y P E I J C C R S I 
(in T h o u s a n d s ) 

R e v e n u e s by S o u r c e I J C C P S ) E x p e n s e s by T y p e ( J C C R S ) 

S t a t e C o n t r i b u t i o n s 

E m p l o y e e C o l l a r P e r c e n t a g e c ; A n n u a l I n v e s t m e n t A d m m ' S t r a t i v e 
F i s c a l Y e a r C o n t n b u t i o n A m o u n t C o v e r e d P a y r o l l Ir.ccme O t h e r l o t i l Bene-'its t r p e n s e s R e f u n d s O t h e r T o t a l 

1 1 1 1 » 1 » 1 1 J 
1931 - 1982 2 0 2 1,859 46. U 21 2 , 0 8 0 2 , 3 0 1 2 , 3 0 1 
1932 - 1983 301 3 , 2 3 4 5 3 . 8 23 3 , 5 5 8 3 , 0 6 4 17 3,Gil 
1983 - 1 9 8 4 3 7 0 4 , 2 2 0 60.1 41 4 , 6 3 1 3 , i 7 8 ;; 13 3 , 5 0 3 
1984 - 1925 3 8 8 5 , 9 ( 5 ' 6 . 0 ( , 5 7 6 3 , ' 6 1 12 ( 1 3 ) 3 , 7 ( 0 
1985 - 1988 451 7 , 3 1 7 8 8 . 7 4 i ; 8 , 1 8 3 4 , 1 8 8 9 4 , 1 9 ! 
1911 - 1987 4 9 0 1 , 6 0 5 5 7 . 8 599 9 , 6 9 4 4 , 5 5 0 2 9 4 , 5 6 1 
1937 - 1988 5(1 9 , 9 1 9 102.1 1 , 5 5 8 1 1 , 5 3 1 4 ) 3 1 10 4 , 9 4 1 
1988 - 1989 ( 0 7 1 0 , 4 3 0 9 9 . 3 1,173 1 2 , 2 1 0 5 , 3 8 7 5 13 5 , 4 0 5 
1983 - 1990 ( 5 4 1 0 , 8 3 3 9 1 . 5 1 , 6 1 0 1 3 . 0 3 ) 5 , 3 4 3 3 r. 5 . 8 6 8 
1 9 9 0 - 1991 1 3 8 1 1 , 4 1 3 7 5 . 3 2 , 3 : 4 1 4 , 5 2 5 6 , 3 3 5 4 6 , 3 3 9 
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R e q u i r e d S u p p l e m e n t a r y I n f o r m a t i o n : 
R E V E N U E S By S O U R C E AND EXPENSES BY TYPE ( H E R S ! 

(in T h o u s a n d s ) 

R e v e n u e s by S o u r c e ( H E R S ! 

State C o n t r i b u t i o n s 

E x p e n s e s by T y p e (HERS) 

Employee D o l l a r P e r c e n t a g e of Annual I n v e s t m e n t A d m i n i s t r a t i v e 
Fiscal Year C o n t r i b u t i o n Amount Covered Payroll Income Other Total B e n e f i t s E x p e n s e s R e f u n d s O t h e r Total 

$ $ t 1 I 1 $ I ! 1 
1981 - 1982 3,000 8,100 12,000 23,100 6,100 500 6.500 
1982 - 1983 3,100 8,900 12,500 300 24,800 6,900 400 7,300 
1983 - 1984 3,800 10,100 '5,800 5,200 34,900 7,600 500 8,100 
1984 - 1985 3,900 10,000 18,000 31,900 8,600 500 9,100 
1985 - 1986 4,500 11,500 20.GC0 36,000 9,500 700 10,200 
1986 - 1987 7,300 13,300 22,100 42,700 11,600 700 12,300 
198? - 1988 6 , 1 0 0 16,TOO 60,600 83,400 13,000 800 13,800 
1988 - 1989 7,600 19,500 20,200 47,300 15,000 1,100 16,100 
1989 - 1990 6,561 19,38? 24,320 50,268 17,392 1,211 15,603 
1990 - 1991 8,423 21,172 11.81 27,907 776 5 8 , 2 7 8 21,093 520 2,391 349 2 4 , 3 5 3 
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STATE COMPTROLLER S e t t l e 
STATE RETIREMEkT FUNDS Sheet 2 
RESOURCES TO BE PROVIDED TO AMORTIZE 
THE UIFUMOEO PAST SERVICE COSTS OF THE 
MUIIICIPAI. ENPLOVEES' RET[REKEHT FUMD 
AS OF JUKE 30, 199! 

Outstanding Annual 
Payments Scheduled 

Municipality June 30, 1991 

Kufticsptl Employees' Retirement Fund: (continued) ) 
linchester Housing Authority 28,934 
lindsor 4,295,802 
kindsor Locks 1,142,411 
H c o d b n a g e 1,551,284 
Ifoodstock 525 ,125 

Obligations of Municipalities to Retirement Fund KERF I 
ts of June 10, 1991 I 95,915,701 

Notes: 
I. The outstanding balance of 195,915,101 as of June lfl, 1991, 

•is cilculated is follois: 

la lance, July I, 19)0, per prior report 53,181,501 
Actuirial and other adjustments (net) 45,(58,4]] 
Payients applied (3,934,2391 

Balance, June 30, 1991, per above I 95,915,701 

I. The payients required to u o r t i z e the unfunded past service costs mere calculated based on the actuarial assumptions 
adopted for the valuation of Retirement Fund a as of July I, 1530. This vacation «as performed using the projected 
unit credit actuarial cost lethod as modified to reflect unamortized net actuarial gains and losses over 10 future years 
is in adjustment in current service rites. As a result of i methodology change, unfunded past service credits for 
c e r t t m municipalities ire no* being applied against current service costs rather than being induced *ith past service costs. 
This change is reflected in the actuarial adjustment sno.n in Mote I above. As t result :f the ictuarial valuation performed 
is of July I, 1990, It mis determined that the total unfunded pension benefit obligation (current and past service costs) 
mis 157,(91,510 is of thit d u e . Because i valuation m s not performed as of July 1, 1991, the unfunded pension 
benefit obligation is of June 50, 1991, u s computed using data from the J u l y 1, 1990 valuation. As I result the unfunded 
pension benefit obligation m s computed to te 129,544,(51, is of that date. 



J U T E C O M P T R O L L E R 
STATE R E T I R E K E N T F U M O S 
C O M B I N I N G S T A T E M E N T O F R E V E N U E S , E X P E N S E S AND 
C H A N G E S III FUND EQUITY 
FOR THE F I S C A L YEAR E N D E D JUNE 30, 1991 

R e v e n u e s : 
I n v e s t i e n t Income, p e r S c h e d u l e la 
G a i n on sale of s e c u r i t i e s , per S c h e d u l e la 
Interest on c e r t i f i c a t e of deposit 
M e m b e r s c o n t r i b u t i o n s 
Interest on p u r c h a s e of p r i o r s e r v i c e c r e d i t s 

and late p a y m e n t s 
Federal c o n t r i b u t i o n s (U.S.P. and P.O. I 
A l l o c a t i o n of r e c o v e r i e s of fringe b e n e f i t s 

from F e d e r a l and o t h e r f u n d s 
U n i o n leave e m p l o y e e cost 
M u n i c i p a l c c n t r i b u t i o n s 
A s s e s s m e n t s for a d m i n i s t r a t i v e end actuarial e x p e n s e s 
A m o r t i z a t i o n p a y m e n t s from m u n i c i p a l i t i e s (net of r e f u n d s ) 
Interest on a d m i n i s t r a t i v e e x p e n s e 

Total R e v e n u e s 

E x p e n s e s : 
R e t i r e m e n t s a l a r i e s , net o f r e i m b u r s e m e n t s (see N o t e II 
S u r v i v o r b e n e f i t s paid 
D e a t h b e n e f i t s 
R e f j n d s of c o n t r i b u t i o n s 
R e f u n d s o f Interest c r e d i t e d to m e m b e r s ' a c c o u n t s 
R e t i r e m e n t C o m m i s s i o n s e r v i c e s 
P r o f e s s i o n a l s e r v i c e s 
A d m i n i s t r a t i v e e x p e n s e s 
A c t u a r i a l e x p e n s e s 
M e d i c a l h e a l t h i n s u r a n c e p r e m i u m s 

Total E x p e n s e s 

E x c e s s ( O e f i c i e r c y l of R e v e n u e s over E x p e n s e s 
O t h e r O p e r a t i n g f a c t o r s : 

P r i o r p e r i o d a d j u s t m e n t s - I n v e s t m e n t s 
T r a n s f e r from O t h e r funds: 

G e n e r a l Fund - a c t u a r i a l f u n d i n g 
S p e c i a l T r a n s p o r t a t i o n Fund - a c t u a r i a l funding 
P r o b a t e Court A d m i n i s t r a t i o n Fund 

Net C h s n g e s R e s u l t i n g from O p e ' a t i o n s 1 9 8 9 - 1 9 9 0 
Fund B a l a n c e , June 30, 1530 

Fund l a U n c e , J u n e 10, 1991, per S t a t e m e n t 1 



Statement 2 
Sheet I 

Pension Trust 

P r o b a t e Judges' and 
Judges' and State S t a t e ' s General taensation Public Municipal 
E e p l o y e e s ' Eiployees' A t t o r n e y s ' Assenbly C o i m s s i o n e r s ' D e f e n d e r s ' Eiployees' 

1, £86,36 T 
262,210 

259,685 

5,691 

21,216 

28,246 

2 , 1 1 3 , 8 / 9 

163,906,011 
16,110,453 

16,166 
33,112,959 

192,124 
1,120 

55,000,000 
11,259 

2 8 9 , 0 1 1 , 3 5 2 49,522 

6,544 2,185.914 
188,229 

!3!,T02 

4,453 

3,914 

8,544 3 , 1 1 1 , 9 0 5 8,421 

25,048,051 
2 . 8 4 2 , 4 0 2 
16,166 

6,422,94? 

41,220 

11,144,064 
133,980 

4,028,329 
46 

56,277,805 

84T.48T 
T3.T90 

52,831 
1.731 

12,534 
1,74! 

67,206 

1,063,326 

1,050,553 

(3,58)1 

14.230 

1 , O f , 2 5 0 
2 5 , 7 4 2 , 1 0 0 

269,287,841 
1,048,522 

561,614 
2,511.532 
1,101.360 

8i,928 
78,171 

2 7 4 , 6 7 8 , 6 5 8 

( 5 , 6 6 7 , 3 1 6 ] 

1,519,820 

40,842 6,335,208 

152.216.708 
K,600,000 

2 0 4 , 7 2 9 , 4 ' ; 
2,!4t.j92,552 

40,842 9,216 

( 2 , 6 7 2 ) 

537 

9,21' 
262,365 

(2.'.721 
Bj.452 

4,265 

6,333,477 

(3,227,5721 

(71,7781 

11,412.508 

8.111,258 
3 5 , : 3 S , 7 I 5 

8,427 

8.427 
53.229 

2 1 , 0 8 8 , 6 5 4 

4,052 
2,391,228 

348.607 

489,053 
31,238 

2 4 , 3 5 2 , 8 7 0 

31,924,935 

( 2 , 4 9 4 , 2 2 7 ) 

2 9 . 4 3 0 , 1 0 8 
411,358.621 

1 2 6 , 8 0 3 . 1 5 0 8 2,951, 122,164 1 212, 181 I 80.J30 I 43,8^8,971 » 6",655 1 441,139.336 



Statement 2 
Sheet 2 

notes: 
1. Retirement salary payments for the State's A t t o r n e y s ' and Public Defenders' Retirement Funds are made on a "pay-as-you-go* b a s i s , 

with such payments being charged to each retired member's contributions as well as to any investment income earned by the fund. 
When these two sources of funding are d e p l e t e d , payment for retirement salaries are charged to the General Fund appropriation for 
'Pensions and Retirements - Other Statutory." Such General Fund payments for the 1989-1990 fiscal year totalled $558,6?3 for the 
State's A t t o r n e y s ' Retirement Fund and $208,668 for the Public D e f e n d e r s ' Retirement Fund. 

2 . See Note 5 , Statement 1. 

STATE COMPTROLLER 
STATE RETIREMENT FUNDS 
COMBINING STATEMENT OF R E V E N U E S , EXPENSES ANO 
CHANGES IN FUND EQUITY 
FOR THE FISCAL YEAR ENDED JUNE 30, 1991 



STATE COMPTROLLER 
STATE RETIREMENT FUNDS 
COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES 
FOR THE FISCAL YEAR ENDED JUNE 30, 1991 

Alternate Retirement Program: 

Assets 

Cash in custody of State Treasurer 
Due from other funds 

Total Assets 

Liabilities 

Accounts payable 

Policemen and Firemen Survivors' Benefit Fund: 

Assets 

Cash In custody of State Treasurer 
Contribution receivables 

Total Assets 

Liabilities 

Accounts payable 

Note: 
1. See Note 5, Statement 1. 
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Statement 3 

Balance Balance 
July 1, 1990 Additions Deductions June 30, 1991 

$ $ $ $ 

880,030 
1,405,044 

$ 2,285,074 

21,827,272 
13,553,760 

$ 35,381,032 

22,027,467 
13,874,537 

$ 35,902,004 

679,835 
1,084,267 

$ 1,764,102 

$ 1,764,102 $ 2,285,074 $ 35,381,032 $ 35,902,004 

132,396 
79,980 

105,816 
121,833 

$ 212,376 $ 227,649 $ 

212,376 

212,376 

$ 212,376 $ 227,649 $ 212,376 

25,836 
201,813 

$ 227,649 

$ 227,649 



STATE COMPTROLLER 
STATE RETIREMENT FUNDS 
COMBINING STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 1991 

Stateient A 
Sheet 1 

Agency Pension Trust 

Alternate Pol icemen and Probate 
Retireient Firemen Survivors' Judges' and State 
Program Benefit Enployees' Employees' 

State's General 
Attorneys' Asseibly 

Judges' and 
Compensation Public Municipal 
C o m i s s i o n e r s ' Defenders' Erployees' 

Cash in Custody of State Treasurer (Overdraft), 
June 30, 1990, per previous report 

Receipts: 

Proceeds froi sale of investients, per Schedule la 
Investient intone 
Gain froi sale of securities, per Schedule la 
Interest earned on certificate of deposit 
Return of capital on investients 
Meibers' contributions 
Union leave costs 
Interest on prior service and late paynents 
Reiiburseient of retirerent salaries (see Note 1) 
Reiiburseient of active eiployees interest refunds 
Federal contribution (U.S.P. and F.O.) 
Municipal contributions 
Allocations of recoveries of fringe benefits 
froi Federal and other funds 

Transfers froi Other Funds: 
General Fund - actuarial funding (State share) 

- alternate retireient prograi 
(State share) 

Special Revenue Fund-

Special Transportation Fund - actuarial funding 
(State share) 

Alternate Retireient Fund 
Judges' and Ccopensation C o M i s s i e n e r s * 

Retireient Fund 
Probate Court A d u n i s t r a t l v e Fund 
Assessnent for adiinistrative and actuarial services 
Aiortization payients froi lunicipalities 

Total Cash Receipts 

Total 

$ 

0,030 

8,215,635 

\ 
132,396 

13,553,160 

(2,093) 

105,816 

21,821,212 105,116 

22,701,302 238,212 

$ 
1123,605) 

2,936,703 
1,573,465 

262,230 

1,911 

259,585 

5,698 

3,413 

1,614 
3?,952 

! I 
(4,421,44?) 

211,643,814 
158,972,630 
16,110,453 

16,766 
416,431 

33,114,834 

22,920 
192,124 
185,605 
11,36? 
1,699 

55,000,000 

192,216,908 

1 0 , 1 0 6 

1 6 , 6 0 0 , 0 0 0 
2,093 

463 

25,865 
21,642 

28,246 

5,082,578 685,237,810 75,753 

4,958,913 680,810,363 16,216 

$ I 
(2,5251 (194,072) 

10,914 

6,715 

€.227,796 
2,049,319 

188,229 

1,91? 
73?,703 

11,412,608 

(1,614) 

17,689 20,615,958 

15,164 20,421,886 

I I 
(1,0081 2.197,80! 

506 
4,503 

3,973 

46,920.026 
24,978,413 
2,842,402 

16,75 ? 
27,899 

6,928,468 

41,265 

19,175 

17,985,331 

741,872 
4,013,775 

8,982 104,515,393 

7,974 106,713,201 



STATE COMPTROLLER 
STATE RETIREMENT FIIIIOS 
COMBINING STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 1991 

Statement < 
Sheet 2 

Agency Peision Trust 

Alternate 
Retirement 
Progran 

Policemen and 
F1remen Survivors' 
Benefit 

Probate 
Judges' and 
Employees' 

State 
Employees' 

State's General 
Attorneys' Assembly 

Judges' m d 
Compensation Public Municipal 
Commissioners' Defenders' Employees' 

Disbursements: 
Investments purchased, per Schedule la 
Retirement salaries paid 
Survivor benefits paid 
Death benefits paid 
Retirement Commission services 
Administrative and actuarial expenses 
Payments to insuring companies 
Refunds of active members' contributions 
Refunds of municipal contributions 
Refunds of interest payable on 

active members' contributions 
Refunds of interest paid in by active members 
Medical Health Insurance premiums 

Total Cash Disbursements 

Cash in Custody of State Treasurer (Overdraft), 
June 30, 1991, per Statement 1 

» \ I $ » $ J I » 

22,024,883 
2,584 

212,316 

3,546,990 

850,900 

73,790 

3?,952 

52,831 

398,003,362 
269,413,446 

1,048,522 
561,614 
39,500 
78,171 

2,511,532 

33,169 

40,841 
6,717 

9,216 

14,365,910 

6,335,206 

7,205 

7,678 

22,027,467 212,376 

7,732 644,835 
456,225 

67,206 

5,037,401 672,867,207 74,010 15,932 20,708,327 7,678 

$ 679,835 $ 25,836 J (78,428) $ 7,943,156 $ 2,206 $ (768) $ (286,441) » 296 

82,582,258 
21,107,830 

4,052 

551,388 

2,311,225 
3,337 

348,607 

106,988,697 

$ 1275,4961 

Notes: 
1. In addition to the amounts shown above there was $29,705 in overpaynents recovered by reducing 

retirement salaries paid to those who had been overpaid in some prior periods. 

2. See Note 5, Statement 1. 



STATE COMPTROLLER 
GENERAL AND SPECIAL TRANSPORTATION FUNDS 
RECEIPTS 
FOR STATE RETIREMENT PROGRAMS 
FOR THE FISCAL YEAR ENDED JUNE 30, 1991 

Statement 5 

General Fund 

Special 
Transportation 
Fund 

Alternate 
Reti remenc 
Program 

Pensions 
Other 
Statutory 

Retired State 
Employees' Health 
Service Costs 

State Employees' 
Reti rement 
Contributions 

Revenues: 
Refunds of expenditures - prior years 
Refunds of current year expenditures 

$ 
504,132 

1,124,597 

$ 

50 

$ 
13,520 
5,664 

$ 

Total Receipts, per Agency 1,628,729 50 19,184 -

Reconciliation with Records of State Treasurer: 
Cash in custody of agency, June 30, 1991 
Service transfers not reported by Treasurer 

(7,735) 
(5,348) 

Total Cash Receipts, per Records of 
State Treasurer $ 1,620,994 $ 50 $ 13,836 $ -0-

Notes: 
1. See Note 5, Statement 1. 

2. This Statement reflects the State's modified cash basis of accounting. The modified cash basis of accounting, as used by 
the State Comptroller with the authorization of the State's fiscal statutes, recognizes revenues when received, except for 
the accrual at June 30, of collections 1n July of certain taxes levied, and records expenditures when paid. In the 
maintenance of accounting records and preparation of financial statements the State Comptroller's Office was guided by the 
requirements and authorizations of State fiscal statutes with regard to the method of accounting for appropriated funds. 

3. In addition to the above receipts, $4,741,066 representing fringe benefit recoveries were credited to the Alternate 
Retirement Program appropriation account as expenditure transfers/credits. Total fringe benefit recoveries,total led 
$5,823,542 which included $1,082,476 of fringe benefit recoveries included in the refunds of current year expenditures 
as shown above. 



Statement 
STATE COMPTROLLER 
GENERAL AND SPECIAL TRANSPORTATION FUNDS 
APPROPRIATIONS AND EXPENDITURES 
FOR STATE RETIREMENT PROGRAMS 
FOR THE FISCAL YEAR ENDED JUNE 30, 1991 

Balances 
Total 
Appropriations Net Continued 
Available Expenditures Lapsed Ensuing Ye 

General Fund: 
State employees' retirement contributions 
Alternate Retirement System 
Pensions and retirements - other statutory 
Judges' and Compensation Commissioners' retirement contributions 
Retired State employees' health service costs 

Special Transportation Fund: 
State employees' retirement contribution 

192,216,908 
7,824,000 

933,000 
11,412,608 
58,200,000 

16,600,000 

192,216,908 
7,688,097 

925,092 
11,412,608 
57,889,622 

16,600,000 

135,903 
7,908 

310,378 

Totals $ 287,186,516 $ 286,732,327 $ 454,189 $ -0-

Notes: 

1. See Note 5, Statement 1. 

2. See.Note 2, Statement 5. 

3. The above expenditures were net of refunds of expenditures - current year, as shown in Statement 5, as well as expenditure transfers/credits as shown in Note 3 to Statement 5. 


