QONNECTICUT STATE TEACHERS’ RETIRFMENT SYSTEM

Discussion of Experience Study Results and

November 29, 1989




CONNECTICQUT STATE TEACHERS’ RETTIREMENT SYSTEM
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A. Experience Study
1. What is it?

B A review of the experience of the Retirement System over a
recent period of time

2. What is its purpose?

B To check how well the actuarial assumptions have predicted the
actual experience

3. What was reviewed?

B TFor active Members
- The rate of death
- The rate of disability
~ The rate of withdrawal or termination from active

services

- The rate of retirement
- The rate of salary increases

B For retired or disabled Menbers and beneficiaries

| - The rate of death
B Actuarial interest rate and cost of living assumptions
. 4, What were the sources of information on Members?

M Data submitted for recent actuarial valuations
- June 30, 1986
- June 30, 1987

June 30, 1988
= June 30, 1989

5. What were the data-related limitations on the study?
B Relatively short time frame
= Only 3 years of experience: ’86-'87, /87-'88, and ’88-/89

B Number of Members in a given age and service "cell" may be too
small to give meaningful results -




M Effect of Education Enhancement Act (EEA) on salary levels

~ Short-term effect over 3 years
- Inmertial effect on future years

Results and Recoammendations
1. Assumed interest rate, or discount rate

0Old rate: 8.0%

New rate: 8.5%

Changed by legislation

Impact of change on State’s contribution requirement

- Increasing rate decreases contribution
2. Mortality table

B O0ld table: UP 1984 (0, -5)
B Trend: Based on 2 most recent years, retired teachers living
somewhat lorger than assumed
8B Recommendation: No change at this time; monitor over next
few years

3. Withdrawal or termination from active service

B Years of Service 0id Recommendation
1-5 10% 9%
6-10 6% 5%
11-20 1% : 2%
21 and above 1% 1%

B BExperience study reflected Members who terminated then returned
to active service

4. Rate of anmual salary increases

M Pre-EFA vs. Post—-EEA

B Years of Service 0old Recamendation
0-15 8.0% 8.0%
16 and above 5.5% 5.5%
plus 2.0% plus 4.0%
7/1/84 to 7/1/89 to
6/30/88 6/30/93

B Also recammend: Monitor closely over next 2 years




5. Assumed cost of living adjustment

B 0l4: 5.0%
H Recomendation: 4.0%
B Also reconmend: Monitor closely over next few years

6. Assumed retirement age

W 0Old: Teachers will retire when first eligible for normal
retirement benefits (after 35 years of service if before
age 60; at age 60 if after 20 years of service but before
35 years of sérvice; at 20 years of service if after age
60 but before age 70; at age 70 if after 10 years of
service but before 20 years of service)

B Recommendation: Age Percent Expected to Retire
85 1%
56 5%
57 5%
58 5%
59 5%
60 15%
61 15%
62 15%
63 15%
64 15%
65 20%
66 24%
67 28%
68 32%
69 36%
70 40%
71 52%
72 64%
73 76%
74 88%
75 100%

7. Prabability of becoming disabled in active service
B Old: Probabilities based on long-term experience of the System

[ | Reoonmendatioh: There did not exist sufficient evidence to
recamend a charnge.




8. Active Menmber marriage assumptions

B 0Old: 85% of all Members are married. Females are 3 years

younger than their spouse, and have one child when they
are age 25 and another at age 27.

B Recaomnendation: No change; we did not review the Member data
for marital status or for the mmber and age
of children.

9, Asset valuation method

B Old: Assumed rate of return equal to 3.0% plus the cost of
living adjustment to Social Security benefits

M Recommendation: Assumed rate of return equal to the valuation
rate (in this case 8.5%)




10.

11.

12.

13,

14.

STATE TEACHERS’ RETIREMENT SYSTEM

Exhibit 1

DEVELOPMENT OF THE ACTUARIAL VALUATION ASSETS

Actuarial Value of Assets as of July 1, 1991
Contributions

Benefit Payments

Net Transactions: Item 2 - Item 3
Expected Rate of Return

Expected Investment Return:
Item 5 x (Item 1 + % Item 4)

Expected Actuarial Value of Assets as of
June 30, 1992: Item 1 + Item 4 + Item 6

Market Value of Assets as of June 30, 1992

Adjustments: 20% of the Difference between
Item 8 and Item 7 :

Preliminary Actuarial Value of Assets as of
June 30, 1992: Item 7 + Item 9

Limiting Values:

a. 80% of Item 8
b. 120% of Item 8

Actuarial Value of Assets as of June 30, 1992:
Item 10, but not less than Item 11.a. or greater
than Item 11.b.

Value of Excess Earnings Account as of June 30,
1992

Adjusted Actuarial Value of Assets of June 30,
1992: Item 12 — Item 13

$4,692,007,000
238,770,000
286,416,000
(47,646,000)

8.5%

396,796,000

5,041,157,600

5,305,850,000

52,939,000

5,094,096,000

4,244,680,000
6,367,020,000

5,094,096,000

246,110,000

$4,847,986,000
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Exhibit 3

CONNECTICUT STATE TEACHERS’
RETIREMENT SYSTEM
(000’s omitted)
e gune a0 | Rocommended | Al | pecommene
Contribution
1989 $ 302,917 $ 282,917 $ 302,917
1990 $ 348,639 $ 321,639 $ 348,639
1991 $ 304,331 $ 156,638 $ 302,397
1992 $ 308,724 $ 133,057 $ 300,345
1993 $ 299,589 $ 111,600 $ 283,015
1994 $ 145,786 $ 120,082

*  Assumes Recommended Contribution is made each year.

December 15, 1992
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