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GABRIEL, ROEDER, SMITH & COMPANY

Consultants & Actuaries

One Towne Square e Suite 800 & Southfield, Michigan 48076 o 248-799-9000 @ 800-521-0498  fax 248-799-8020

November 29, 2004

Board of Trustees
Connecticut State Teachers’ Retirement System

21 Grand Street
Hartford, Connecticut 06106

Dear Members of the Board:

‘Submitted in this report are the results of the June 30, 2004 actuarial valuation of the Connecticut State
Teachers’ Retirement System.

The necessary statistical data on which the valuation was based was furnished by your Administrator
and her Staff. Their efforts and cooperation in furnishing the materials needed for this valuation are

acknowledged with appreciation.

There have been no changes in actuarial assumptions or methods, or in plan provisions since the last
actuarial valuation. The actuarial assumptions used in this actuarial valuation were adopted by the
Board based on a study of Retirement System Experience for the period 1996-2001, and are
summarized in Section F. Specifically, we have used only Board-adopted assumptions and methods to

prepare this valuation.

We would like to offer some observations regarding the results of the June 30, 2004 actuarial
valuation: The computed State Contribution Rate has increased significantly since the last valuation,
primarily as a result of unfavorable investment performance. As you are aware, investment markets
did not produce favorable results for the years 2001, 2002, and 2003.

Rate of Return
on TRS Assets
Fiscal Year Ending (Market Value Basis)
June 30, 2001 (3.71)%
June 30, 2002 (6.58)%
June 30, 2003 : 2.13%
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Even the asset-smoothing method the Board adopted in 1996 to limit the effect of market volatility on
contribution rates could not overcome the effect of these results. As a consequence, the results of the
June 30, 2004 actuarial valuation show a dramatic increase in the Unfunded Actuarial Accrued
Liability from the June 30, 2002 valuation. This produced an increase in the computed State

Contribution Rate from 9.27% to 12.50%.

The valuation was completed using generally accepted actuarial principles and in accordance with
standards of practice prescribed by the Actuarial Standards Board. To the best of our knowledge, this
report is complete and accurate, and the methods and assumptions produced results which are

reasonable.

Respectfully submitted,

Brian F. Dumn, ASA, MAAA, EA
BFD/clb/Ir

1987 GABRIEL, ROEDER, SMITH & COMPANY
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SUMMARY OF KEY VALUATION RESULTS

As of June 30,2002 As of June 30,2004
System Members
Retired Members and Beneficiaries
Number 22,303 24,297
Annual Payments $ 730,978,035 $ 843,682,492
Inactive Members
Vested 1,508 1,250
Non-Vested 6,890 8,294
Active Members
Number 48,902 49,946
Annual Payroll $ 2,698,312,692 $ 2,930,833,308
Actuarial Accrued Liabilities |
CLARA Balance ' $ 1,575,541,885 $ 1,460,197,593
Retired Members and Beneficiaries 6,803,186,025 7,688,819,834
Inactive Members 236,427,180 277,204,346
Active Members 6,640,240,318 7,104,456,375
Total $ 15,255,395,408 $ 16,530,678,148
Actuarial Value of Assets $ 11,961,346,260 $11,306,878,529
Unfunded Actuarial Accrued Liability $  3,294,049,148 $ 5,223,799,619
Funded Ratios
Including CLARA Balance 78.41% 68.40%
Excluding CLARA Balance 75.92% 65.34%
Computed State Contribution Rate
Normal Cost 3.00% 3.01%
Unfunded Accrued Liability - 6.27% 9.49%
Total 9.27% 12.50%
State Contribution Amount
For Fiscal Year Ending:
June 30, 2004 $270,544,487 N/A
June 30, 2005 $281,366,266 N/A
June 30, 2006 N/A $396,248,625
June 30, 2007 N/A $412,098,570

Connecticut State Teachers’ Retirement System



