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Executive Summary 

SEBAC 2022 and Official Cost Analysis:    

In March 2022, Governor Lamont negotiated a new four-year wage agreement with the 
State Employees Bargaining Alliance Coalition (“SEBAC 2022” agreement) after the 

previous wage agreement expired on July 1, 2021. 

The official estimate of the future cost of SEBAC 2022 prepared by OPM and (OFA) in 

March-April of 2022 estimated SEBAC 2022’s cost, excluding its impact upon the 

unfunded SERS pension liability, was $292 million, 444 million, $587 million and $602 

million in fiscal years 2022, 2023, 2024 and 2025, respectively.  

OFA said “The SERS (State Employee Retirement System) impact will not be recognized 

until FY24.” This was reasonable, given that it was not known at the time how many 

employees would retire in response to SEBAC 2022 and how actual retirements would 

change the state actuaries’ estimation of the unfunded pension liability.  

By December 7, 2022 when the actuaries issued their new valuation report as of June 30, 

2022 both the number of retirements and the impact of retirements and other factors 

bearing upon the unfunded pension liability of SEBAC 2022 were known. A follow-up 

full-cost analysis should have been prepared. Yet, none has, then or since.  
 

NRI/Townsend Analysis of the Full Cost of SEBAC 2022:    

In the absence of official follow-up analysis, and with almost two years of actual cost 

data available, NRI/Townsend have prepared a comprehensive analysis of the cost 

of SEBAC 2022.  

Already in March 2023, Townsend estimated that SEBAC 2022 increased the 

unfunded SERS pension liability by $4.5 billion.  

Now, in January 2024, we can compare actual wage and compensation costs for 

almost two years after the agreement to those immediately beforehand to arrive at 

the actual cost increase resulting from SEBAC 2022. There has been no subsequent 

wage agreement that would be responsible for the increase in wages. 

This simple before-and-after analysis demonstrates that wages and overall 

compensation have increased dramatically, as reflected on the facing page, which 

compares annualized wages and compensation in the first half of fiscal 2024 to those 

in fiscal 2021, the last full fiscal year before the SEBAC 2022 agreement.  

SEBAC 2022 was expected to mitigate the long-expected surge in retirements in late 

fiscal 2022. Instead, the agreement exacerbated the surge. This put an ongoing 

increased cash flow burden on the SERS pension fund in the form of significantly 

increased pension benefit payments, as reflected on the facing page.   

It is fair to say that Governor Lamont negotiated very poorly on behalf of the state 

(taxpayers). Aside from the very generous general terms of the agreement, Lamont 

paid all employees substantial amounts before the July 1st effective date for several 

retirement benefits reductions, allowing employees to bank the payments and retire 

before July 1st and avoid the benefit reductions. 

https://www.cga.ct.gov/2022/fc/pdf/2022SR-00012-R000536-FC.pdf
https://www.cga.ct.gov/2022/fc/pdf/2022SR-00012-R000536-FC.pdf
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The Impact of SEBAC 2022 

Nothing 

Huge Increase in State’s Pension Liability and Costs 

A comparison of three Cavanaugh Macdonald actuarial reports reveals a big increase in the 
unfunded SERS pension liability. Open CT data shows a big increase in SERS pension 
benefit payments from the year before to the year after SEBAC 2022. 

 Increased SERS pension fund’s unfunded liability by $4.5 Billion, or over 11%.

 Increased SERS pension benefit payments by $381 million, or 15.5%.

Fiscal Year  Average Number of Retirees Pension Benefit Payments 

   2023 57,913 $2.59 billion 
   2021 53,120 $2.21 billion 

   Increase    4,793  $  .38 billion 

 In June 2022, Lamont paid a $2,500 bonus ($110 million in total), a retroactive
lump-sum pay raise ($85 million) and a retroactive Annual Increment ($58
million) to employees active on March 31, 2022, allowing them to bank the
payments and retire before retirement benefit reductions took effect on July 1,
2022 for later retirees.

Nothing

Major Increase in Wages and Total Compensation  

OpenCT data shows that total compensation increased $836 million from fiscal 2021, the 
last fiscal year before SEBAC 2022, to the current fiscal year. Excluding allowance for 
SERS pensions, the increase is $623 million, close to the original OPM/OFA estimate of 
$587 million on that basis. Note the intervening fiscal years of 2022 and 2023 were 
distorted by special factors. 

 Wages increased $414 million, or 11.8% from FY21 to FY24YTD annualized.

 Compensation rose $836 million, or 10.9%, from FY21 to FY24YTD annualized.

     Fiscal Salaries Non-Pension     Pension Total    
     Year & Wages    Gross Fringes     (SERS)     Compensation 

($ Millions) 
     FY24YTD 
      (Annualized)  $3,925   $4,391   $1,262      $2,847     $8,500 

   FY21:    3,511     3,952     1,077        2,634       7,664 

     Increase           414        439        185                 213          836   



 

 

 

 

 

 

 

 

 

 

 

[THIS PAGE INTENTIONALLY BLANK] 
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Introduction  

In April 2022, the Connecticut General Assembly (CGA) approved a new wage contract 

which the Governor Lamont negotiated with the State Employees Bargaining Alliance 
Coalition (SEBAC) (the “SEBAC 2022” agreement) after the previous wage agreement 

expired on July 1, 2021. 

SEBAC 2022 is a four-year agreement, with three annual 2.5% wage increases (and an 

open 4th year) plus regular Annual Increments worth about 2% of the all-employee wage 

base. SEBAC 2022 included pensionable cash bonuses of $2,500 paid in June 2022 

(fiscal 2022) to all active employees as of the prior March 31st and $1,000 paid in July 

2022 (fiscal 2023) to all active employees as of the prior March 31st. 

At the time, the Office of Policy and Management (OPM) and the Office of Fiscal 

Analysis (OFA) estimated the future cost of the agreement, exclusive of the impact on the 

unfunded liability of the State Employee Retirement System (SERS) pension fund. 

In March 2023, Townsend assessed the full cost of the agreement, including the impact 

on SERS unfunded pension liability based upon three actuarial reports from the state’s 

outside actuaries. Also, Townsend assessed the increased compensation cost to the state 

and the elevated pension benefit payments made by SERS by annualizing five months of 

actual experience, using data from the OpenCT database of the State Comptroller. 

This paper measures the full cost of SEBAC 2022, including the impact upon SERS 

unfunded liability that was developed in March 2023 and the actual full year 

compensation costs to the state and actual pension benefit payments experience of SERS, 

using data from OpenCT.  

The paper measures the increased compensation cost by comparing the cost in the last 
full fiscal year before the agreement (fiscal 2021) to cost in fiscal 2024 (annualizing 

actual cost in the first half of fiscal 2024); actual costs in fiscal 2022 and fiscal 2023 are 

distorted by the one-time bonuses paid as part of the agreement and by various other 

special factors.  

The paper measures the elevated pension benefit payments made by SERS by comparing 
the actual experience in the last full year before the agreement (fiscal 2021) to actual 

costs in the first full year after the agreement (fiscal 2023).  

One of the key objectives of SEBAC 2022 was expected to be the prevention of an 

abnormally large wave of retirements in late fiscal 2022 and to do so without incurring 
high employee compensation costs, including significantly increased future pension 

benefit costs. In fact, more than 5,600 state employees retired over the twelve months 

through July 31, 2022, more than 2 ½ times the average annual level of retirements, 

according to information from the State Retirement Commission. 
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Official OPM / OFA Forecast – Excludes Impact on SERS Pension Fund  

OPM and (OFA) estimated the cost increase caused by SEBAC 2022, not including the 

impact upon the unfunded pension liability. In addition, the estimate did not provide an 

explicit figure for the prior salary and wage base on which raises were calculated, leaving 

readers to calculate the imputed starting wage base by using the wage increase which was 

expressed in dollar and percentage terms; the OPM/OFA estimate did cite the number of 

employees covered by the agreement: 46,237. 

The OPM / OFA estimate of the cost increase as follows: 

     FY 22  FY 23  FY 24  FY 25 

($Millions) 

Total Wage Increase  * 252.71  374.03  494.72  505.31 

“Additional Items”      2.44    14.81    19.24    22.32 

Non-Pension Fringes      26.95    39.89    52.76    53.89 

Normal Pension Cost        10.36    15.34    20.28    20.72 

 Total Wage & Fringes** 292.47  444.07  587.00  602.24 

__________      

*    Includes wage raises, annual increments and pensionable bonuses. 

**   Does not include impact on unfunded pension liability. 

SEBAC 2022 Increased Future State Pension Costs by About $4.5 Billion  

To measure the increase in required future State contributions to SERS occasioned by 

SEBAC 2022, the paper uses the Actuarial Valuation Reports of SERS of June 2021 and 
2022 (“2021Report” and “2022 Report, respectively) and a special report (“Special 

Report”), all three prepared by the State’s actuaries, Cavanaugh Macdonald (CavMac”).  

The Valuation Reports present schedules of the State’s future contributions to SERS 

required to fully amortize the State’s pension liability. Two large and unusual factors had 

impact between the two reports: (1) SEBAC 2022 and (2) a special $3.2 billion deposit to 

SERS (“Special Deposit”).  

By comparing the schedules in the two Valuation Reports over the same amortization 

period (fiscal 20223 to fiscal 2048), it is possible to determine the combined impact of 

SEBAC 2022 and the $3.2 billion Special Deposit. 

Then, by removing the impact of the Special Deposit which CavMac estimated in its 

Special Report, we are left mainly with the impact of SEBAC 2022 aside from various 

lesser factors. The Special Report shows the impact of the Special Deposit in the 

originally anticipated amount of $2.8 billion. Employing the same methodology used to 

assess the impact of the original $2.8 billion, it is possible to estimate the impact of the 

ultimate $3.2 billion deposit.  

A comparison of the schedules in the 2021 Report and the 2022 Report (see Attachments 

1 and 2, respectively) shows the overall year-to-year reduction in the unfunded liability, 

resulting predominantly from the combination of the Special Transfer and SEBAC 2022. 

The reduction was $2.25 billion. See Step One below. 

https://www.cga.ct.gov/2022/fc/pdf/2022SR-00012-R000536-FC.pdf
https://www.osc.ct.gov/rbsd/reports/pdfs/CT%20SERS%206-30-2021%20Valuation%20Report%20-%20FINAL%20for%20Commission%20Meeting.pdf
https://www.osc.ct.gov/rbsd/reports/pdfs/Valuation%20Report%20for%20the%20State%20Employees%20Retirement%20System%20(SERS)%20as%20of%20June%2030,%202022.pdf
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Step One 

 

The Special Report shows that the $2.8 billion transfer alone reduced future State 

contributions to SERS by $5.79 billion (see Attachment 3). Employing the methodology 

used in the Special Report, the ultimate $3.2 billion transfer reduced State contributions 

to SERS by an estimated $6.75 billion. Accordingly, that implies that SEBAC 2022 was 
the predominant factor in increasing the State’s future obligations to SERS by $4.50 

billion. See Step Two below. 
 

Step Two 
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SEBAC 2022 Grew Pension Benefit Payments $381 Million, or 15.5%  

After the retirement wave associated with SEBAC 2022, pension benefit payments to 

retirees surged. The OpenCT database maintained by the State Comptroller records all 

pension benefit payments as they are made. 

From the last full fiscal year before SEBAC 2022 (fiscal 2021) to the first full fiscal year 

after the agreement (fiscal 2023) aggregate annual pension benefit payments increased 

$381 million, or 15.5%, from $2.214 billion and to $2.595 billion.  

The following table shows actual annual pension benefit payments and average number 

of beneficiaries from OpenCT for the last several fiscal years: 

 

          Average Number of    Benefit 

  Fiscal Year  Beneficiaries   Payments 2 

          ($ Millions) 

   2021        53,120      $ 2,214 

   2022        54,909      $ 2,366 

   2023        57,913      $ 2,595 

   2024*        57,495**      $ 2,634*** 

_________ 

 First half (July – December, 2023). 

      **    As of December, 2023. 

      ***  First half annualized. 

      Source: OpenCT 

      See Attachment 4 for month-by-month data. 

The $381 million increase is due primarily to a 9.0% increase in the number of retired 

beneficiaries from an average of 53,120 in fiscal 2021 to 57,913 in fiscal 2023 for a 4,793 
increase. As reflected in the table above, aggregate pension benefit payments have 

continued to increase in fiscal 2024, despite a slight decline in the number of 

beneficiaries.  

The 4,793 figure aligns with the elevated level of 5,607 retirements associated with 

SEBAC 2022 according to State Employee Retirement Commission data.1 

Approximately 830 new retirees were rehired over the 14 months from July 1, 2021 

through August 31, 2022; as such they were not receiving pension benefits during this 

period. Annual retirements averaged 2,130 over the prior decade. 

The OpenCT data is consistent with the data used by Cavanaugh Macdonald in their 

annual actuarial valuation reports.2  

 

 
1 According to the State Employees Retirement Commission, retirements over the 12 months through July of 2022 

numbered 5,607 versus an annual average of 2,130 over the last decade. As of September 2022, approximately 830 

new retirees had been rehired over the 14 months through August of 2022. By State regulation, rehired retirees can 

usually only work for a limited number of months as payroll employees; thus, they are classified as “temporary.” 
2 These totals align with data in the Cavanaugh Macdonald valuation reports, in which Schedules B show benefit 

disbursements of $2,228 million in fiscal 2021 and $2,606 million in fiscal 2023. 

https://www.osc.ct.gov/openCT.htmlhttps:/www.osc.ct.gov/openCT.html
https://www.osc.ct.gov/rbsd/meetings/retcomm/minutes/August%202022%20minutes.pdf
https://www.osc.ct.gov/rbsd/meetings/retcomm/minutes/1.20.22%20Draft%20Minutes%20of%20SERC%20Meeting.pdf
https://www.osc.ct.gov/rbsd/meetings/retcomm/minutes/August%202022%20minutes.pdf
https://www.osc.ct.gov/rbsd/meetings/retcomm/minutes/1.20.22%20Draft%20Minutes%20of%20SERC%20Meeting.pdf
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SEBAC 2022: Wages and Total Compensation are Up 11% to 12% 

The paper measures the increased compensation cost by comparing the cost in the last 

full fiscal year before the agreement (fiscal 2021) to cost in fiscal 2024 (annualizing 
actual cost in the first half of fiscal 2024); actual costs in the intervening fiscal years of 

2022 and 2023 are distorted by the one-time bonuses paid as part of the agreement and by 

various other special factors. 

From the last full fiscal year before SEBAC 2022 (fiscal 2021) to the first half of the 

current fiscal year (fiscal 2024) aggregate annual wages are up $414 million, or 11.8%, 

and total compensation is up $836 million, or 10.9%, as reflected in the table below:  

Fiscal    Salaries    Non-Pension     Pension Total 

Year   & Wages    Gross  Fringes      (SERS) Compensation 

      ($ Millions) 

2021      3,511    3,952    1,077       2,634   7,664 

2022     3,576    4,091    1,092       2,807   7,991 

2023     3,936    4,438    1,173       3,193   8,805 

FY2024YTD        3,925    4,391    1,262       2,847   8,500 

  (Annualized)* 

_________ 

* First half annualized. 

Source: OpenCT 

See Attachment 5 for month-by-month data. 

 

Background 

Special Deposits to Pension Funds:   Connecticut has two state-level public pension 
funds, SERS for state employees and TRS for the state’s K-12 teachers. They are among 

the most severely underfunded state-level pension funds in the nation. 

In an effort to bolster funding, in 2017, the state adopted certain budget provisions 

designed to channel money to these funds in addition to the regularly scheduled 

actuarially determined employer contributions (ADECs).  

First, whenever the state’s Budget Reserve Fund (BRF) exceeds 15 percent (18 percent in 

fiscal 2024 and thereafter) of the budget adopted for the coming fiscal year, the excess is 

required to be used to pay down the state’s long-term liabilities, beginning with deposits 

to SERS and TRS. 

Second, if there is a surplus in the state’s General Fund, and the amount in the BRF 
exceeds 15 percent (18 percent in fiscal 2024 and thereafter) of the budget adopted for 

the coming fiscal year, then the surplus is also required to be utilized to pay down the 

state’s long-term liabilities, beginning with deposits to SERS and TRS. 

As a result of these provisions, deposits were made into SERS in fiscal 2023 in the 

amount of $3.2 billion.  

In late fiscal 2022, the State Comptroller requested that actuary, Cavanaugh MacDonald, 

perform an analysis of the impact of the fiscal 2023 special deposit (expected, then, to 

amount to $2.8 billion) and previous special deposits to SERS. The actuary treated the 
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deposits into SERS and TRS, as if the deposits in each year were made as of the prior 

June 30th, i.e. the regularly scheduled date for actuarial valuations of these pension funds. 

CavMac calculated that the $2.8 billion deposited to SERS would result in a reduction to 

the total contributions to SERS through fiscal year 2048 of $5.74 billion. From fiscal 

2024 through fiscal 2046, the annual savings of $231 million were projected, with 

slightly lesser annual reductions in fiscal 2047 and 2048. 

Subsequent to CavMac’s special report, the special deposit exceeded the expected 

amount, coming in at $3.2 billion, an amount which CavMac used in its Valuation Report 

as of June 30, 2022, issued in December 2022. 

New Contract with State Employees (SEBAC 2022):   Almost all state employees in 
Connecticut are represented by SEBAC unions. SEBAC negotiates both wage and benefit 

agreements with the State on behalf of member unions. In July 2021, the SEBAC wage 

agreement with the State expired. Between that time and March 2022, Governor Lamont 

negotiated the new SEBAC 2022 wage agreement. 

Leading up to SEBAC 2022, the general expectation had been that the new agreement 
should moderate a large wave of expected retirements which had been anticipated since 

the time of the approval of the prior wage and benefit agreement in 2017 (SEBAC 2017). 

It was anticipated that retirements would be triggered by contract provisions of SEBAC 

2017 which became effective July 1, 2022 which (1) suspended cost-of-living 
adjustments for the first 30 months after retirement for all subsequent retirees vs. the 

previous average deferral of 12 months, (2) eliminated the minimum COLA of 2%, (3)  

increased retirees’ required contributions to their own health care benefits from 1.5%/3% 

to 3%/5% for subsequent retirees, and (4) reduced from 100% to 50% the state’s 

coverage of higher Medicare premiums (IRMAA) for higher income retirees. 

The structure of the SEBAC 2022 was suboptimal insofar as concerned stemming 

retirement: almost a full year of a retroactive wage increase was paid in lump sum in June 

2022 immediately before the critical June 30th date, as was a $2,500 lump sum bonus. 

When SEBAC 2022 was submitted to the General Assembly for approval in April, the 

state’s OFA provided an estimate of the cost increase caused by SEBAC 2022.  

The OFA cost estimate stated: “The SERS impact will not be recognized until FY24,” 

based upon a subsequent actuarial valuation date when more information would be 

available about the ultimate number of employees retiring before July 1, 2022 and certain 

other factors would be known.3  

 
3 The OFA estimate did factor in the increase in the normal cost of pensions, a very small amount.  OFA’s estimate 

reads as follows: “The pension impact of the wage related provisions assume an average normal cost rate of 4.10%.”  

OFA calculated the amount by which the normal cost portion of the State’s contribution to SERS would increase in 

each year, by multiplying its estimate of the total wage increase by 4.10%. For example, OFA estimated the total 

amount of the pensionable wage increase in Fiscal 2023 as $374 million, which when multiplied by 4.10% yields 

$15.3 million as the increase in the normal cost of pensions. 
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Attachment 1:   Sched. J – Projection of Unfunded Accrued Liability, Actuarial Valuation Report, 

CT State Employees Retirement System (SERS), June 30, 2021 
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Attachment 2:   Sched. J – Projection of Unfunded Accrued Liability, Actuarial Valuation Report, 

CT State Employees Retirement System (SERS), June 30, 2022 
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Attachment 3:   Special Report on Special Deposit of $2.8 billion to SERS – Resulting Reduction 

in State’s Future Contributions to SERS 
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