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S.286

Introduced by Committee on Government Operations

Date: March 9, 2022

Subject: Executive Branch; education; retirement; State Employees’
Retirement System; State Teachers’ Retirement System

Statement of purpose of bill as introduced: This bill proposes to make various

amendments to pension benefits and other postemployment benefits for

members of the Vermont State Employees’ Retirement System and the

Vermont State Teachers’ Retirement System. This bill also changes the

reporting dates for certain actuarial studies for the Vermont State Employees’

Retirement System, the Vermont State Teachers’ Retirement System, and the

Vermont Municipal Employees’ Retirement System.

An act relating to amending various public pension and other
postemployment benefits

It is hereby enacted by the General Assembly of the State of Vermont:




10

11

12

13

14

15

16

17

18

19

20

21

BILL AS INTRODUCED AND PASSED BY SENATE S.286
2022 Page 2 of 87

Vempont State Employees’ Retirement System (VSERS) has increased by an

annual Wrowth rate of 12.1 percent between FY 2009 and FY 2023, and the

funded rati&of the VSERS has declined from 94.1 percent from FY 2008 to

67.6 percent bwear-end FY 2021.

(2) The ADBC for the Vermont State Teachers’ Retirement System

(VSTRS) has increased¥by an annual growth rate of 13 percent between

FY 2009 and FY 2023, and&he funded ratio of the VSTRS has declined from

80.9 percent from FY 2008 to 3.9 percent by year-end FY 2021.

(3) The General Assembly h#s appropriated sufficient funds to fully pay

the ADEC for both VSERS and VSTR%at the recommended amounts since

FY 2007 and throughout the current amortMation period.

(4) Since FY 2009, the accrued liabiliticof VSERS and VSTRS have

grown faster than the assets of each plan, resulting % a gap between the

expected payout of future benefits and the assets VSER® and VSTRS have to

pay out those benefits to retired State employees and teach®s. This gap is also

known as the unfunded liabilities for VSERS and VSTRS.

(5) In FY 2015, the General Assembly created the Retired T8gchers’

Health and Medical Benefits Fund, and health care premiums are paid M

through a trust of the Fund on a pay-as-you go basis rather than from the
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kn®n as other postemployment benefits (OPEB). for State employees was

approxhnately $37.2 million and $35.1 million for teachers.

7) Mg of the beginning of FY 2022, the State’s unfunded liabilities for

health care benWfits for retired State employees and teachers is $2.75 billion.

(b) Purpose. e purpose of this section is to provide economic stability

for retired State emploWges and teachers by maintaining the financial health of

VSERS and VSTRS. whiléWlso addressing the unfunded liabilities in the

State’s pension and OPEB plargand the decline in the funded ratios of those

retirement systems.

(c) Intent.

(1) It is the intent of the General AsS§mbly to address the unfunded

liabilities and decline in funded ratios of VSER® and VSTRS by implementing

several measures, including:

(A) continuing the General Assembly’s polictsince FY 2007 to fully

fund the actuarially determined employer contributions rat® for the VSERS

and VSTRS at the amounts recommended to the General Assetbly each vyear;
and

B) beginning in FY 2024 and ending in FY 2026, annually {8ding

an additional payment to the actuarially recommended unfunded liability
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n 2027 and thereafter, continuing this additional payment until the VSERS

plan arm the VSTRS plan respectively reach a 90 percent funded status.

(2) s also the intent of the General Assembly to prefund other

postemploymemg benefits to create more security and predictability in health

care benefits for reWwed State employees and teachers.

* % * VermoWg State Employees’ Retirement System * * *
*% * Pension Benefits * * *
Sec. 2. 3 V.S.A. § 455 is amem¥ed to read:
§ 455. DEFINITIONS

(a) As used in this subchapter:

(4) “Average final compensation” shall fgan:

% %k %

(F) For a Group D member:

(1) Who., on or before June 30, 2022, has five Wgars or more of

service and has attained 57 years of age or older, or has 15 yeaMg or more of

creditable service, the member’s final salary.

(i1) Who retires on or after July 1, 2022 and who does not Weet

the requirements set forth in subdivision (i) of this subdivision (F), the aveMgge
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aft®ding the highest such average, or during all of the years in the member’s

creditaBle service if fewer than two years. If the member separates prior to the

end of a fis®l year, average final compensation shall be determined by adding:

() We actual earnable compensation earned in the fiscal year of

separation through the date of separation and the service credit to correspond

with the last pay date; ar§

(II) the earnablédgompensation and service credit earned in the

preceding fiscal year.

(13) “Normal retirement date” shalgmean:

(A) with respect to a Group A mem¥gr, the first day of the calendar
month next following (i) attainment of age 65, an§following completion of
five years of creditable service for those members hir8 on or after July 1,
2004, or (ii) attainment of age 62 and completion of 20 ys of creditable
service, whichever is earlier;

(B) with respect to a Group C member, the first day of tif§calendar
month next following attainment of age 55 years of age, and following

completion of five years of creditable service for those members hired on 0
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(1) for those members hired on or before June 30, 2022, the first

day of Wge calendar month next following attainment of age 62 years of age
and compl&on of five years of creditable service; or

(i1)%for those members hired on or after July 1, 2022, the first day

of the calendar moMgh next following attainment of 65 years of age and

completion of five yeaMy of creditable service; and

% ok %

Sec. 3. 3 V.S.A. § 459 is amen¥ed to read:
§ 459. NORMAL AND EARLY RTIREMENT

(a) Normal retirement.

(2) Group C members. Any gretwp Groufy C member who is an officer
or employee of the Department of Public Safety as$gned to police and law
enforcement duties, including the Commissioner of Pulilic Safety appointed
before July 1, 2000, and who has reached his or her normalgetirement date
may retire on a normal retirement allowance, on the first day ofany month
after he or she may have separated from service, by filing an applicition in the
manner outlined in subdivision (3) of this subsection. Any greup Grouf,C

member in service shall be retired on a normal retirement allowance on the
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appwinted for a term of years may remain in service until the end of his-or-her
the merber’s term of office or any extension thereto, resulting from

reappointmgt.

(b) Normal retir@ent allowance.

(1) Upon normal ¥gtirement, a greup Group A member shall receive a
normal retirement allowancSgvhich shall be equal to 50 percent of his-er-her
the member’s average final compgnsation; provided, however, that if the
member has not completed 30 years & creditable service at retirement, or, if
earlier, the date of attainment of such agc¥gs may be applicable under the
provisions of subdivision (a)(4) of this sectiofy his or her allowance shall be
multiplied by the ratio that the number of his or h¥ years of creditable service
at retirement, or such earlier date, bears to 30.

(2)(A) Upon normal retirement, a grettp Group C n¥gmber shall receive
a normal retirement allowance which shall be equal to 50 perc¥at of his-erher
the member’s average final compensation; provided, however, tha®f the
member has not completed 20 years of creditable service at retirement¥gr, if
earlier, the date of attainment of such age as may be applicable under the

N C C UC dlIUWd C d
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cre@itable service at retirement, or such earlier date, bears to 20.

B) Commencing on July 1. 2022, for a Group C member, for each

ear of serge that is completed after attaining the later of 50 years of age or

completing 20 gars of service, a member’s maximum normal retirement

allowance shall incr8gse by an amount equal to not more than one and one-half

percent of the member’SWgverage final compensation.

(3)(A) Group D memBgrs who are Justices of the Supreme Court,
Superior judges, Environmental Jgdges, and District judges; additional
retirement allowance. Justices of the\§upreme Court, Superior judges,
Environmental judges, and District judge% upon retirement under this section,
shall receive an additional retirement allowari§¢ according to years of service
as a Supreme Court Justice, a Superior judge, an Bavironmental judge, or a
District judge or any combination thereof as follows:

(1) After 12 years of service, an additional retggment allowance of
an amount whieh that, together with service retirement allowalge, will make
the total equal to two-fifths of their salary at retirement.

(i) For each year of service in excess of 12 years, an amotigt

equal to 3 1/3 percent of their salary at retirement shall be added to the
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for%group D members under this subdivision shall not exceed 80 percent of

their sa%gry average final compensation at retirement; provided, however, that

for a GrouphD member hired on or before June 30, 2022 who has five years or

more of servickand has attained 57 years of age or older, or has 15 years or

more of creditable $grvice, the total retirement allowance shall not exceed their

salary at retirement. S additional retirement allowance shall be treated as

the normal retirement allowgnce for all purposes of the retirement act.

(B) In order to qualifWfor the benefits provided by this title, each
Justice or judge shall have the max¥um employee contribution in accordance
with the requirements of the State Emp¥gyees’ Retirement System. These
provisions shall apply to surviving Justicesnd judges retired before its
enactment, but only from the effective date of Mg enactment, and not
retroactively.

(C) For the purposes of this section, years of $grvice as a municipal
judge are to be counted as years of service in determining th¢ additional
retirement allowance, insofar as they represent years of membeghip service.

(4) Group D members who are Probate judges; additional refigement
allowance. Probate judges, having retired under this section, shall be efitled
to an additional retirement allowance according to their years in service as

ULIUWS.
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with service retirement allowance will equal two-fifths of the salary at
retireniynt.

(BY For each additional year of service, an amount equal to 3 1/3
percent of the S§lary at retirement shall be added to the retirement allowance as
computed in subse®on (a) of this section. Such additional retirement
allowance shall be treatgd as the normal retirement allowance for all purposes

of the retirement act.

Sec. 4. 3 V.S.A. § 470 is amended%p read:
§ 470. POSTRETIREMENT ADJUSTRENTS TO RETIREMENT
ALLOWANCES

(a)(1) Group A, Group C, and Group D meMgbers. For Group A, Group C,

and Group D members, as of June 30tk 30 in each $gar, commencing on June
30, 1972, a determination shall be made of any increas&or decrease, to the
nearest one-tenth of a percent, in the ratio of the average ofé¢he Consumer
Price Index for the month ending on that date to the average of%aid index for
the month ending on June 30, 1971, or the month ending on June 38§k 30 of
the most recent year subsequent thereto.

(A) In the event of an increase, and provided that the net increase
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an &lowance for at least one year on the next following December 34st 31
shall bcyncreased by an equal percentage. Such increase shall commence on
the January%st immediately following such December 34st 31. Such
percentage incrdgse shall also be made in the retirement allowance payable to a
beneficiary in receipiof an allowance under an optional election, provided the
member on whose accolyt the allowance is payable and such other person
shall have received a total of%gt least 12 monthly payments by such December
3st 31.

(B) In the event of a decrea¥ of the Consumer Price Index as of June
30th 30 for the preceding year, the retiretfgnt allowance of a beneficiary shall
not be subject to any adjustment on the next f§llowing January +st 1; provided,
however, that:

H(1) such decrease shall be applied as an offsc§against the first
subsequent year’s increase of the Consumer Price Index Wigen such increase
equals or exceeds one percent, up to the full amount of such iggease; and

2)(ii) to the extent that such decrease is greater than such stpsequent
year’s increase, such decrease shall be offset in the same manner again¥ two

or more years of such increases, for up to but not exceeding five subseque
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unt®duced retirement on or after July 1, 2022. in the event of an increase as

describ@d in subdivision (a)(1)(A) of this subsection, and provided that there

exists a netncrease following the application of any offset as provided in this

subsection, theetirement allowance of each beneficiary in receipt of an

allowance for at le®gt 24 months on the next following December 31 shall be

increased by an amounWequal to one-half of the net percentage increase.

(3) For Group D meMgbers hired or appointed on or after July 1. 2022, in

the event of an increase as desChibed in subdivision (1)(A) of this subsection,

and provided that there exists a netcrease following the application of any

offset as provided in this subsection, th@&retirement allowance of each

beneficiary in receipt of an allowance for a%least 24 months on the next

following December 31 shall be increased by algamount equal to one-half of

the net percentage increase.

(b) Group F members. For Group F members, as ofJune 30th 30 in each

year, commencing January 1, 1991, a determination shall b%made of any
increase or decrease, to the nearest one-tenth of a percent of th&Consumer
Price Index for the preceding fiscal year.

(1) In the event of an increase, and provided that there exists a n
increase following the application of any offset as provided in this subsecti8g,

cl UWd C U Cd UCIIC dl'y CLCIPL U cl cl UWd C U cl
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am@unt equal to one-half of the net percentage increase. Commencing
JanuaryW, 2014, the retirement allowance of each beneficiary who was an
active contr¥guting member of the Group F plan on or after June 30, 2008, and
who retires on Ofafter July 1, 2008, shall be increased by an amount equal to
the net percentage ifgrease. The increase shall commence on the January st 1
immediately following s§ch December 34st 31. The increase shall apply to
Group F members receiving §n early retirement allowance only in the year
following attainment of normal f§¢irement age, provided the member has
received benefits for at least 12 monfs as of December 34st 31 of the year
preceding any January adjustment.

(2) In the event of a decrease of the COfsumer Price Index as of June
30th 30 for the preceding year, the retirement allofgance of a beneficiary shall
not be subject to any adjustment on the next followin@yJanuary +st 1; provided,
however, that:

H(A) such decrease shall be applied as an offset againSgthe first
subsequent year’s increase of the Consumer Price Index, up to the$gll amount
of such increase; and

2)B) to the extent that such decrease is greater than such subsequet
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yed¥ of such increases, until fully offset.

\ For Group F members who are eligible for normal retirement or

unreduced M§tirement as of July 1, 2022. in the event of an increase as

described in subMivision (1) of this subsection, and provided that there exists a

net increase followiMg the application of any offset as provided in this

subsection, the retiremef allowance of each beneficiary in receipt of an

allowance for at least 24 moMghs on the next following December 31 shall be

increased by an amount equal to§ne-half of the net percentage increase.

(c) Net percentage calculation.

(1) For purposes of subsection (a) §f this section;:

(A)(1) for Group A members, GroufhC members, and Group D

members who are eligible for normal retirement M or before June 30, 2022,

have five years or more of services and have attained W/ years of age or older,

or have 15 years or more of creditable service, the maxim¥g amount of any

increase or decrease utilized to determine the net percentage itfgrease shall be
five percent:;

(i1) for Group C members who are eligible for normal retidgment

or unreduced retirement on or after July 1, 2022. the maximum amount of &
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assigned a value of zero percent.

B) For Group D members hired on or after July 1, 2022. the

maximum d%gount of any increases or decreases used to determine the net

percentage incrdgse shall be five percent. The post-retirement adjustment to

amounts equal to or¥%ess than $75.000.00 of benefit paid shall be in an amount

equal to the net percenta¥%e increase, and any increase or decrease of less than

zero percent shall be assigne®a value of zero percent. The post-retirement

adjustment to amounts $75.000.0% or greater of benefit paid shall be in an

amount equal to 50 percent of the neMpercentage change in the Consumer

Price Index.
(2) For purposes of subsection (b) of tig section;:

(A) For Group F members who are eligyle for normal retirement or

unreduced early retirement on or before June 30, 2022 the maximum amount

of any increase or decrease utilized to determine the net p&centage increase
shall be five percent, and any increase or decrease of less than%gne percent
shall be assigned a value of one percent.

(B) For Group F members who are eligible for normal or uni§duced

early retirement on or after July 1, 2022, the maximum amount of any incrégse
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assigned a value of zero percent.

(d) Refinition. For purposes of this section, “Consumer Price Index” shal
mean mearly the Northeast Region Consumer Price Index for all urban
consumers, des¥gnated as “CPI-U,” in the northeast region, as published by the

U.S. Department oRabor, Bureau of Labor Statistics.

(e) Deferred vestedgllowance. No increase shall be made pursuant to this
section in a deferred vesteddgllowance payable pursuant to subsection 465(a) of
this title prior to its commencefgent.

Sec. 5. 3 V.S.A. § 473 is amended%p read:
§ 473. FUNDS

(a) Assets. All of the assets of the Retifgment System shall be credited to
the Vermont State Retirement Fund.

(b) Member contributions.

(1)(A) Allocations. Contributions deducted fromthe compensation of

members together with any member contributions transferr§g thereto from the
predecessor systems shall be accumulated in the Fund and sepa¥gtely recorded
for each member. The amounts so transferred on account of Grouphd

members shall be allocated between regular and additional contributiorg The

amounts so allocated as regular contributions shall be determined as if the fyte
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of 3y amount so transferred on account of any Group A member shall be
deeme®additional contributions. In the case of Group C members who were
members aQof the date of establishment and Group D members, all
contributions ti§nsferred from predecessor systems shall be deemed regular
contributions. Tho% members who, prior to the date of establishment of this
system, had been contriguting at a rate less than four percent shall have any
benefit otherwise payable i their behalf actuarially reduced to reflect such
prior contribution rate of less tBgn four percent. Upon a member’s retirement
or other withdrawal from service ofthe basis of which a retirement allowance
is payable, the member’s additional cofdgributions, with interest thereon, shall
be paid as an additional allowance equal togn annuity which is the actuarial
equivalent of such amount, in the same manner¥gs the benefit otherwise
payable under the System.

(B) Periodic review. When the State Emplov8es’ Retirement System

has been determined by the actuary to have assets at least e@ual to its accrued

liability, contribution rates will be reevaluated by the actuary wigh a

subsequent recommendation to the General Assembly. In determin¥gg the

amount earnable by a member in a payroll period, the Retirement Boarmay

consider the annual or other periodic rate of earnable compensation payabl&to

U C UC1 U C Udy U C PdylU [JC UU d U U & UUZI110UU
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pe¥d less than a full payroll period if an employee was not a member on the

first da%of the pavyroll period, and to facilitate the making of deductions it may

modify theSleduction required of any member by such an amount as, on an

annual basis, sMgll not exceed one-tenth of one percent of the annual earnable

compensation uporfghe basis of which such deduction is to be made. Each of

the amounts shall be d&ucted until the member retires or otherwise withdraws

from service, and when deMucted shall be paid into the Annuity Savings Fund

and shall be credited to the indMidual account of the member from whose

compensation the deduction was méde.

(2)(A) Group A members. Com¥gencing on July 1, 2016, contributions

shall be 6.55 percent of compensation for Qgoup A;D;-andFE members and

ava Aan N fa AV R Ea
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was-made.

(B) Group C members.

i) Commencing the first fulMpay period in fiscal year 2023, the

contribution rate for Group C members shall % 9.03 percent of compensation;

i1) Commencing the first full pay peWod in fiscal year 2024, the

contribution rate for Group C members shall be 9.53 Pgrcent of compensation.

ii1) Commencing the first full pay period in Mgcal year 2025 and

annually thereafter, the contribution rate for Group C member$shall be 10.03

percent of compensation.

(C) Group D members. Commencing on July 1, 2022, the

contribution rate for Group D members shall be based on the quartile in witch

d TITCTTTOC OUITy TdtC O Ddy




10

11

12

13

14

15

16

17

18

19

20

BILL AS INTRODUCED AND PASSED BY SENATE S.286
2022 Page 20 of 87

D téembers. The rates shall be based on the schedule set forth below:

(1) For members who have an hourly rate of pay below the 25th

percentile o%Group D member hourly rates of pay, based on the distribution of

active salaries a%of June 30 each vyear, the contribution rate shall be 6.65

percent of compens®ion, effective the first full pay period in that fiscal year.

(i1) For mebers who have an hourly rate of pay at the 25th

percentile and below the 50tMpercentile of Group D member hourly rates of

pay, based on the distribution of ‘&tive salaries as of June 30 each vyear, the

contribution rate shall be as follows, Wffective the first full pay period in that

fiscal year:

I) commencing in fiscal year®023, 7.15 percent of

compensation;

II) commencing in fiscal year 2024, W5 percent of

compensation in fiscal year 2024; and

III) commencing in fiscal year 2025 and annu#lly thereafter.

8.15 percent of compensation.

(ii1) For members who have an hourly rate of pay at the 508

percentile and below the 75th percentile of Group D member hourly rates &
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fis ear:

(I) commencing in fiscal year 2023, 7.15 percent of

compensati®g;

(W) commencing in fiscal year 2024, 7.65 percent of

compensation in fis®l yvear 2024;

(I1II) conMnencing in fiscal year 2025, 8.15 percent of

compensation; and

IV) commencin®in fiscal year 2026 and annually thereafter,

8.65 percent of compensation.

(iv) For members who have % hourly rate of pay at or above 75th

percentile of Group D member hourly rates o%pay, based on the distribution of

active salaries as of June 30 each year, effective tBg first full pay period in that

fiscal year:

I) commencing in fiscal year 2023, 7.15 pyrcent of
compensation;
II) commencing in fiscal year 2024, 7.65 percent @

compensation in fiscal year 2024;

III) commencing in fiscal year 2025, 8.15 percent of
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corpensation; and

(V) commencing in fiscal year 2027 and annually thereafter,

9.15 percen®of compensation.

(D) aup F members. Commencing on July 1, 2022, the

contribution rate for%aroup F members shall be based on the quartile in which

a member’s hourly rate & pay falls, which shall be determined annually by the

Department of Human Reso®ces based on the hourly rate of pay by all Group

F members. The rates shall be b%ed on the schedule set forth below:

(1)_For members who ha% an hourly rate of pay below the 25th

percentile of Group F member hourly rat&of pay, based on the distribution of

active salaries as of June 30 each year, the coMgribution rate shall be 6.65

percent of compensation, effective the first full pM period in that fiscal year.

(i1) For members who have an hourly rat&of pay at the 25th

percentile and below the 50th percentile of Group F memB®gr hourly rates of

pay, based on the distribution of active salaries as of June 30 e¥&¢h vear, the

contribution rate shall be as follows, effective the first full pay perfgd in that

fiscal year::

I) commencing in fiscal year 2023, 7.15 percent of
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corMpensation in fiscal year 2024; and

(III) commencing in fiscal year 2025 and annually thereafter,

8.15 perce of compensation.

(iit% For members who have an hourly rate of pay at the 50th

percentile and belo% the 75th percentile of Group F member hourly rates of

pay, based on the distriution of active salaries as of June 30 each year, the

contribution rate shall be aSfollows, effective the first full pay period in that

fiscal year:

I) commencing in %scal year 2023, 7.15 percent of

compensation;

II) commencing in fiscal y&ar 2024, 7.65 percent of

compensation;

III) commencing in fiscal year 202§, 8.15 percent of

compensation; and

IV) commencing in fiscal year 2026 and aMgually thereafter,

8.65 percent of compensation.

(iv) For members who have an hourly rate of pay at orgbove 75th

percentile of Group F member hourly rates of pay, based on the distrib®ion of

active salaries as of June 30 each year, the contribution rate shall be as foll®gs
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corMpensation:

(II) commencing in fiscal year 2024, 7.65 percent of

compensat

B commencing in fiscal year 2025, 8.15 percent of

compensation;

(IV) coMmencing in fiscal year 2026, 8.65 percent of

compensation; and

V) commenci¥ in fiscal year 2027 and annually thereafter,

9.15 percent of compensation.

(3) Deductions. The deductions¥grovided for herein shall be made
notwithstanding that the minimum compenS$gtion provided for by law for any
member shall be reduced thereby. Every memBgr shall be deemed to consent
and agree to the deductions made and provided her§n and shall receipt for full
compensation, and payment of compensation less such®eduction shall be a
full and complete discharge and acquittance of all claims affg demands
whatsoever for the services rendered by such person during theWgeriod covered
by such payment, except as to the benefits provided under this subMgapter.

(4) Additional contributions. Subject to the approval of the Retifgment

Board, in addition to the contributions deducted from compensation as
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am@unt which the member previously withdrew from this System or one of the
predec®sor systems; or any member may deposit therein by a single payment
or by an in8eased rate of contribution an amount computed to be sufficient to
purchase an ad®tional annuity whieh that, together with prospective retirement
allowance, will profgde for the member a total retirement allowance not in
excess of one-half of aWgrage final compensation at normal retirement date,
with the exception of GroufyD members for whom creditable service shall be
restored upon redeposits of am&@nts previously withdrawn from the System, or
for whom creditable service shall b§granted upon deposit of amounts equal to
what would have been paid if payment%ad been made during any period of
service during which such a member did ndgcontribute. Such additional
amounts so deposited shall become a part of th@gmember’s accumulated
contributions as additional contributions.

(5) Beneficiaries. The contributions of a memb&gand such interest as
may be allowed thereon whieh that are withdrawn by the nmber or paid to
the member estate or to a designated beneficiary in event of thdygnember’s
death; shall be paid from the Fund.

(6) Scope. Contributions required under this subsection shall beimited

to contributions from Group A, Group C, Group D, and Group F members:
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Contributions of State.
A\ As provided by law, the Retirement Board_shall certify to the

Governor olGovernor-Elect and the General Assembly a statement of the

percentage of ti§payroll of all members sufficient to pay for all operating
expenses of the Verfypnt State Retirement System and all contributions of the
State that will become d¥ and payable during the next biennium, including
amounts to:

(A) pay the annual acttlyrially determined employer contribution, as

calculated in subsection (¢) of this sc8ion:

(B) fund the amounts in additiolto the payment set forth in

subdivision (1)(A) of this subsection (d) to rc@uce the unfunded accrued

liability as follows:

(1) in fiscal year 2024, the amount of $9,800.000.00:

(ii) in fiscal year 2025, the amount of $12.008%000.00: and

(ii1) in fiscal year 2026 and annually thereafter url the Fund is

calculated to have attained a funded ratio at 90 percent or more, thamount of

$15,000,000.00.

(2) The contributions of the State set forth in subdivision (1) of this

LLUDSC U d UC dl ZCU U C UCpPd C dl AdpPpplroOp dllU U W
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budgetary request.

(e) WRepealed.]

(f) ConWibutions paid by State. Notwithstanding the provisions of
subdivision (b)¥) of this section to the contrary and pursuant to the provisions
of Section 414(h) dthe Internal Revenue Code, the State shall pick up and
pay the contributions r&guired to be paid by members with respect to service
rendered on and after Marci 1, 1998. Contributions picked up by the State
shall be designated for all purp8ges as member contributions, except that they
shall be treated as State contributio¥s in determining tax treatment of a
distribution. Each member’s compens®jon shall be reduced by an amount
equal to the amount picked up by the StateNThis reduction, however, shall not
be used to determine annual earnable compens3jon for purposes of
determining average final compensation. Contributjpns picked up under this
subsection shall be credited to the Fund. To ensure tha®the provisions of this
subsection are cost neutral to the State, the contributions ra¥gs established
under subdivision 473(b)(2) of this title shall be increased by o¥g-tenth of one
percent of compensation.

* % * Other Postemployment Benefits * * *

Sec. 6. 3 V.S.A. § 479a is amended to read:
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NELNIA

(b) Wato the Benefits Fund shall be deposited:

(1) aW assets remitted to the State as a subsidy on behalf of the members
of the Vermont¥gtate Employees’ Retirement System for employer-sponsored
qualified prescripti§ drug plans, including manufacturer rebates, as well as
monies, pursuant to thé§Medicare Prescription Drug Improvement and
Modernization Act of 2003%except that any subsidy received from an
Employer Group Waiver Progr&n is not subject to this requirement;

(2) any appropriations by th&General Assembly for the purposes of
paying current and future retiree posterfyployment benefits for members of the
Vermont State Employees’ Retirement Systgm; and

(3) amounts contributed or otherwise md¥e available by members of the
System or their beneficiaries for the purpose of pay§ag current or future
postemployment benefits costs; and

(4) any monies pursuant to subsection (e) of this section.

(c) The Benefits Fund shall be administered by the State Tr8gsurer. The
Treasurer may invest monies in the Benefits Fund in accordance wigh the
provisions of 32 V.S.A. § 434 or, in the alternative, may enter into an

agreement with the Commission to invest such monies in accordance with Wge
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retirement system monies. All balances in the Benefits Fund at the
end of 8¢ fiscal year shall be carried forward. Interest earned shall remain in
the BenefitS\fund. The Treasurer’s annual financial report to the Governor
and the General¥ssembly shall contain an accounting of receipts,
disbursements, and 8&rnings of the Benefits Fund.

% ok %

(e) State Contribution.

1) Beginning on July 1, 2§22 and annually thereafter, the State shall

make annual contributions to the Bergfits Fund known as the “normal

contribution” and the “accrued liability c@&tribution,” each of which shall be

fixed on the basis of the liabilities of the Syst®n as shown by the most recent

actuarial valuation and made by the payroll assesS§ent included in annual

agency and department budgets:

(A) The “normal contribution” shall be the amogt that. if

contributed over each member’s prospective period of serviceMwill be

sufficient to provide for the payment of all future retiree postempl®&ment

benefits after subtracting the unfunded actuarial liability and the total Msets of

the Benefits Fund. The “normal contribution” shall be identified using the
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sechon 523 of this title.

B) The “accrued liability contribution” shall be the annual payment

set forth in Wge most recent actuarial valuation that is necessary to liquidate the

unfunded accru® liability over a closed period of 26 years and determined

based on the fundin®schedule set forth in this section.

(1) It is the Mglicy of the State of Vermont to liquidate fully the

unfunded accrued liability fO%the payment of retiree health and medical

benefits.

ii) Beginning on July 132022, until the unfunded accrued liability

is liguidated, the accrued liability contrib®tion shall be the annual payment

required to liquidate the unfunded accrued lidWility over a closed period of 26

years ending on June 30. 2048, provided that the ®nount of each annual basic

accrued liability contribution shall be determined by #Mgortization of the

unfunded liability over the remainder of the closed 26-yea&period in
installments.

(2) Any variation in the contribution of normal or accrued IWbility

contributions from those recommended by the actuary and any actuaridkgains

and losses shall be added or subtracted to the unfunded accrued liability an¥

1110 CU UV C 1CLLIAITIUCT O C ClUSCU ZU-yCldl poliod.
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rec@immended by the actuary. Based on this review, the Board shall determine

the am®unt of State contribution necessary for the next fiscal year to achieve

and preserwg the financial integrity of the funds and certify a statement of the

percentage of the payroll of all members sufficient to fund the normal cost and

the accrued liabilitYgcontribution. On or before December 15 of each vyear, the

Board shall inform thegovernor and the House and Senate Committees on

Government Operations an%on Appropriations in writing about the amount

needed. The provisions of 2 V&R.A. § 20(d) (expiration of required reports)

shall not apply to the report to be Mgde under this subsection.

* * * VSERS ActB®grial Studies * * *
Sec. 7. 3 V.S.A. § 523 is amended to read:
§ 523. VERMONT PENSION INVESTMENRCOMMISSION; DUTIES

% %k %

(f) Asset and liability study. Beginning on July 1, 222 2023, and every

three years thereafter, based on the most recent actuarial valgations of each
Plan, the Commission shall study the assets and liabilities of eagh Plan over a
20-year period. The study shall:

(1) project the expected path of the key indicators of each Plan’

financial health based on all current actuarial and investment assumptions;
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rel¥ed liquidity obligations; and
project the effect on each Plan’s financial health resulting from:

(A}, possible material deviations from Plan assumptions in investment
assumptions, itgluding returns versus those expected and embedded in the
actuary’s estimate & actuarially required contributions and any material
changes in capital marl§ts volatility; and

(B) possible mateial deviations from key plan actuarial assumptions,

including retiree longevity, pot8gtial benefit increases, and inflation.

* %k sk

Sec. 8. 3 V.S.A. § 471 is amended to r&gd:
§ 471. RETIREMENT BOARD; MEDICAL BOARD; ACTUARY; RATES

OF CONTRIBUTION; SAFEKEEPIN§ OF SECURITIES

% %k 3k
(j) The Retirement Board shall designate an actuary§gvho shall be the

technical advisor of the Board on matters regarding the opSation of the Fund
of the Retirement System, and shall perform such other duties 3 are required
in connection therewith. Immediately after the establishment of thd
Retirement System, the Retirement Board shall adopt for the Retireme
System such mortality and service tables as shall be deemed necessary and

d C y C 1dlC U U UULIV PDAdyduUlC ULIUC C PIUYV U U
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evoyy three fiscal years following the establishment of the System, the actuary

shall e an actuarial investigation into the mortality, service, and
compensatiyn experience of the members and beneficiaries of the Retirement
System, and talgng into account the results of such investigation, the
Retirement Board Sgall adopt for the Retirement System such mortality,
service, and other tablc§as shall be deemed necessary and shall certify the
rates of contribution payab¥ under the provisions of this subchapter.
* %k 3k
* % * Vermont State Te®ghers’ Retirement System * * *
* % * VSTRS ActWgrial Studies * * *
Sec. 9. 16 V.S.A. § 1942 is amended to reay:
§ 1942. BOARD OF TRUSTEES; MEDICALNBOARD; ACTUARY; RATE
OF CONTRIBUTION; SAFEKEEPING QF SECURITIES
* %k 3k
(m) Immediately after the establishment of the System,%he actuary shall
make such investigation of the mortality, service, and compens&ion experience
of the members of the System, as the actuary shall recommend and%he Board
shall authorize, for the purpose of determining the proper mortality an(égervice
tables to be prepared and submitted to the Board for adoption. Having reggd
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sha¥ certify the rates of contribution payable under the provisions of this

chaptet, Atleast-once-in-eachthree-yearperiod Beginning July 1, 2023, at

least once &ery three fiscal years following the establishment of the System,

the actuary shaly make an actuarial investigation into the mortality, service, and
compensation expeigence of the members and beneficiaries of the System, and
taking into account the%gsults of such investigation, the Board shall adopt for
the System such mortality, $grvice, and other tables as shall be deemed
necessary and shall certify the Wtes of contribution payable under the

provisions of this chapter.

* % * Pension Beffgfits * * *

Sec. 10. 16 V.S.A. § 1944 is amended to read:
§ 1944, VERMONT TEACHERS’ RETIREMEN®KRFUND

(a) Pension Fund. All of the assets of the System sBgll be credited to the
Vermont Teachers’ Retirement Fund.

(b) Member contributions.

(1) Contributions deducted from the compensation of memb¥s shall be

accumulated in the Pension Fund and separately recorded for each men¥ger.

(2) The proper authority or officer responsible for making up each
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meMgber’s total earnable compensations, including compensation paid for

absence®gs provided by subsection 1933(d) of this title.

B)&frem Of each Group C member with-atleast-five-years-of

"herchin-ce o A N14 A ne ant A he member’lce nah
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compensation, including an ef¥gctive rate that is calculated based on the

member’s base salary as of July 1 @ch year. The effective rate shall be levied

on the member’s total earnable comperation for the fiscal year, unless a

teacher’s full-time equivalency status chan@s during the fiscal year, in which

case the teacher’s effective rate will be recalculiMed and the new rate will be

applied going forward. A member’s total earnable pensation for the fiscal

year shall also include compensation paid for absence asfyovided by

subsection 1933(d) of this title: and shall be calculated accor§g to the

following marginal rates and income brackets:

(i) Beginning on July 1, 2022:

(I)_if a member’s base salary is at or below $40.000.00. thé¥%ate
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mo¥e than $60.000.00, the rate is $2.400.00 plus 6.50 percent of the member’s

salary Mat is $40.000.01 or more;

(III) if a member’s base salary of $60,000.01 or more but not

more than $80M00.00, the rate is $3.700.00 plus 6.75 percent of the member’s

salary that is $60.0%0.01 or more;

(IV) if &member’s base salary is $80,000.01 or more but not

more than $100,000.00, thdyate is $5.050.00 plus 7.00 percent of the

member’s salary that is $80,008%01 or more;

(V) if a member’s Bse salary is $100.000.01 or more, the rate

is $6.450.00 plus 7.25 percent of the m@mber’s salary that is $100.000.01 or

more.

(ii) Beginning on July 1, 2023:

(I) if a member’s base salary is at obelow $40.000.00, the rate

1s 6.25 percent;

(I) if a member’s base salary is $40,000.0 Nor more but not

more than $60.000.00, the rate is $2.500.00 plus 6.75 percent O&the member’s

salary that is $40.000.01 or more;

(III) if a member’s base salary of $60,000.01 or more b%t not

more than $80.000.00, the rate is $3.850.00 plus 7.0 percent of the membe§

pOU.,UUU.UT O OIC,
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mo¥ than $100.000.00. the rate is $5.250.00 plus 7.50 percent of the

membeks salary that is $80.000.01 or more;

(V) if a member’s base salary is $100.000.01 or more, the rate

is $6.750.00 pl%s 8.0 percent of the member’s salary that is $100.000.01 or

more.

(ii1) BeginWing on July 1. 2024 and annually thereafter:

(I)_if a men¥er’s base salary is at or below $40.000.00, the rate

1s 6.25 percent;

(I) if a member’s Byse salary is $40,000.01 or more but not

more than $60,000.00, the rate is $2.908.00 plus 6.75 percent of the member’s

salary that is $40.000.01 or more;

(III) if a member’s base salary & $60,000.01 or more but not

more than $80.000.00, the rate is $3.850.00 plus 7. & percent of the member’s

salary that is $60.000.01 or more;

(IV) if a member’s base salary is $80,000.0% or more but not

more than $100.000.00. the rate is $5.350.00 plus 8.25 percent®&f the

member’s salary that is $80.000.01 or more;

(V) if a member’s base salary is $100.000.01 or more, Mhe rate

is $7.000.00 plus 9.0 percent of the member’s salary that is $100,000.01 o
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sub¥ivision (2) in a payroll period, the Board may consider the rate of

comperMation payable to such member on the first day of a payroll period as
continuing Mgroughout the payroll period, and it may omit deduction from
compensation f@gany period less than a full payroll period if a teacher was not
a member on the fir$§day of the payroll period, and to facilitate the making of
deductions it may modif%the deduction required of any member by such an
amount as shall not exceed O%¢-tenth of one percent of the annual earnable
compensation upon the basis of Which such deduction is made. The actuary
shall make annual valuations of the r8§uction to the recommended State
contribution attributable to the increase {gm five to six percent, and the Board
shall include the amount of this reduction in M written report pursuant to

subsection 1942(r) of this title.

(c) State contributions, earnings, and payments.

(1) All State appropriations and all reserves for the payMent for all
pensions including all interest and dividends earned on the assets Jthe
Retirement System shall be accumulated in the Pension Fund. All ben¥{its
payable under the System, except for retired teacher health and medical
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Pefgion Fund whieh that shall be credited to each member’s account.
Beginning with the actuarial valuation as of June 30, 2006, the
contributiolg to be made to the Pension Fund by the State shall be determined
on the basis of Wge actuarial cost method known as “entry age normal.” On
account of each mcgber, there shall be paid annually by the State into the
Pension Fund a percenf§ge of the earnable compensation of each member to be
known as the “normal contbution” and an additional percentage of the
member’s earnable compensati§ to be known as the “accrued liability
contribution.” The percentage rate®gf such contributions shall be fixed on the
basis of the liabilities of the System as $gown by actuarial valuation. ‘“Normal
contributions” and “accrued liability contritions” shall be by separate
appropriation in the annual budget enacted by e General Assembly.

(3) The normal contribution shall be the unif§rm percentage of the total
compensation of members that, if contributed over eacBygmember’s prospective
period of service and added to such member’s prospective 8ntributions, if
any, will be sufficient to provide for the payment of all future pgnsion benefits
after subtracting the sum of the unfunded accrued liability and the %tal assets
of the Pension Fund.

(4) Tt is the policy of the State of Vermont to liquidate fully the

UUGo, U
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be Wge annual payment required to liquidate the unfunded accrued liability over
a close®§period of 30 years ending on June 30, 2038, provided that:

(A} From July 1, 2009 to June 30, 2019, the amount of each annual
basic accrued [Wgbility contribution shall be determined by amortization of the
unfunded liability dger the remainder of the closed 30-year period in
installments increasing%gt a rate of five percent per year.

(B) Beginning onWuly 1, 2019 and annually thereafter, the amount of
each annual basic accrued liabi%ty contribution shall be determined by
amortization of the unfunded liabil¥y over the remainder of the closed 30-year
period in installments increasing at a raég of three percent per year.

(C) Any variation in the contribut§on of normal or unfunded accrued
liability contributions from those recommende®by the actuary and any
actuarial gains and losses shall be added or subtractgd to the unfunded accrued
liability and amortized over the remainder of the closed§30-year period.

* %k sk

(13) Annually, the Board shall certify an amount to pay %e annual

actuarially determined employer contribution, as calculated in this Sgbsection

and additional amounts to reduce the unfunded accrued liability as foll®gvs:

(A) in fiscal year 2024, the amount of $9,000.000.00;

D d yCd U C d UU U D VUV, UVUV. UV, dlllu
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cal@ulated to have attained a funded ratio at 90 percent or more, the amount of

$15.008000.00

Sec. 11. 16 V.%A. § 1949 is amended to read:
§ 1949. POSTRE'NREMENT ADJUSTMENTS TO RETIREMENT

ALLOWAN

(b) Group C members.

(1) For Group C members eMgible for retirement on or before June 30,

2022, as of June 30 in each year, comngncing on June 30, 1981, a
determination shall be made of any increas§or decrease, to the nearest one-
tenth of a percent of the Consumer Price Index%pr the preceding fiscal year.
In the event of an increase, and provided that thereWists a net increase
following the application of any offset as provided in tl§s subsection, the
retirement allowance of each beneficiary in receipt of an aligwance for at least
one year on the next following December 31 shall be increased¥gy an amount
equal to one-half of the net percentage increase. Fhe Any increase%hall
commence on the January 1 immediately following that December 31. % he

increase shall apply to Group C members having attained 57 years of age o¥
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of Age 62 years of age;and-shall-applyte; Group C members not having

attaine®S7 years of age or having completed at least 25 years of creditable
service as O June 30, 2010, and receiving an early retirement allowance only
in the year foll&ing the member’s attainment of 65 years of age, provided the
member has receivlg benefits for at least 12 months as of December 31 of the
year preceding any Jan¥ary adjustment. In the event of a decrease of the
Consumer Price Index as ofJune 30 for the preceding year, the retirement
allowance of a beneficiary shalinot be subject to any adjustment on the next
following January 1; provided, howgver, that:

H(A) such decrease shall be apflied as an offset against the first
subsequent year’s increase of the Consume®§Price Index, up to the full amount
of such increase; and

2)B) to the extent that such decrease is gre®er than such subsequent
year’s increase, such decrease shall be offset in the sanf§ manner against two
or more years of such increases, for up to but not exceedin@five subsequent
years of such increases, until fully offset.

(2) For Group C members who are eligible for retirement ant leave

active service on or after June 30, 2023 and annually thereafter, in the &ent of

an increase, and provided that there exists a net increase following the
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on %e next following December 31 shall be increased by an amount equal to

one-hal of the net percentage increase plus 7.5 percent each year; provided,

however, tigt if the Fund is less than 80 percent funded as of the most recent

actuarial valua®gn, or if the increase would result in the funded ratio for the

Fund decreasing t0%9.9 percent or less, the net percentage shall remain at the

level that was in place % the time of the most recent actuarial valuation.

(c)(1) For purposes of Sgbsection (a) of this section, the maximum amount
of any increase or decrease utilfged to determine the net percentage increase
shall be five percent.

(2) For purposes of subseetion(8 subdivision (b)(1) of this section, for

a Group C member who is eligible for retir@gnent on or before June 30, 2022,

the maximum amount of any increase or decree utilized to determine the net
percentage increase shall be five percent, and any iMgrease or decrease less
than one percent shall be assigned a value of one percely

(3) For purposes of subdivision (b)(2) of this sectiomfor a Group C

member who is eligible for retirement on or after July 1, 2022.%he maximum

amount of any increase or decrease utilized to determine the net pefgentage
increase shall be four percent, and any increase or decrease less than zel

percent shall be assigned a value of zero percent.
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Se®12. 16 V.S.A. § 1944b is amended to read:
§ 19448 RETIRED TEACHERS’ HEALTH AND MEDICAL BENEFITS
D
(a) There is¥gstablished the Retired Teachers’ Health and Medical Benefits

Fund (Benefits Furl) to pay retired-teacher-health-and-medieal retiree

postemployment benefNg;-ineludingpreseription-drag-benefits; when due in

accordance with the terms &tablished by the Board of Trustees of the State
Teachers’ Retirement System 0% Vermont pursuant to subsection 1942(p) and
section 1944e of this title. The Bef#gfits Fund is intended to comply with and
be a tax exempt governmental trust undr Section 115 of the Internal Revenue
Code of 1986, as amended. The Benefits Fgnd shall be administered by the
Treasurer.

(b) The Benefits Fund shall consist of:

(1) all monies remitted to the State on behalf of #ge members of the

State Teachers’ Retirement System of Vermont for prescripyon drug plans,
including manufacturer rebates, as well as monies pursuant to thg Employer
Group Waiver Plan with Wrap pursuant to the Medicare Prescriptidg Drug
Improvement and Modernization Act of 2003;

(2) any monies appropriated by the General Assembly for the purpoS
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titld
any monies pursuant to subsection ¢e}(h) of this section; and
(4) [Repealed.]
(5) any Myonies pursuant to section 1944d of this title.

(c) No employc§ contributions shall be deposited in the Benefits Fund.

(d) The Treasurer Mgy invest monies in the Benefits Fund in accordance
with the provisions of 32 V&§.A. § 434 or, in the alternative, may enter into an
agreement with the Vermont Pdgsion Investment Cemmittee Commission to
invest such monies in accordance With the standards of care established by the
prudent investor rule under 14A V.S.AN 902, in a manner similar to the
Committee’s Commission’s investment of #gtirement system monies. Interest
earned shall remain in the Benefits Fund, and a% balances remaining at the end

of a fiscal year shall be carried over to the followin¥§year. The Treasurer’s

annual financial report to the Governor and the GenerajAssembly shall
contain an accounting of receipts, disbursements, and earnigs of the Benefits
Fund.

(e) [Repealed.]

(f) Contributions to the Benefits Fund shall be irrevocable and it sh&l be

impossible at any time prior to the satisfaction of all liabilities, with respectto
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of §tiree postemployment benefits to members and their beneficiaries and
reasondfle expenses of administering the Benefits Fund and related benefit
plans.

(g) [Repeale

(h) State contrib®ion.

1) Beginning on'%uly 1, 2022, and annually thereafter, the State shall

make annual contributions tOhe Benefits Fund known as the “normal

contribution” and the “accrued 1'%bility contribution,” each of which shall be

fixed on the basis of the liabilities of%he System as shown by the most recent

actuarial valuation and made by separate Wppropriation in the annual budget

enacted by the General Assembly:

(A) The “normal contribution” shall be #ge amount that. if

contributed over each member’s prospective period oMgervice, will be

sufficient to provide for the payment of all future retirece pstemployment

benefits after subtracting the unfunded actuarial liability and tMg total assets of

the Benefits Fund. The “normal cost” shall be identified using the¥gctuarial

cost method known as “projected unit credit” and applying a rate of reMgrn

equal to the most recently adopted actuarial rate of return pursuant to 3 V.S¥A.
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setorth in the most recent actuarial valuation that is necessary to liquidate the

unfund@d accrued liability over a closed period of 26 years and determined

based on ti funding schedule set forth in this section.

(1) Wit is the policy of the State of Vermont to liquidate fully the

unfunded accrued Mgbility for the payment of retiree postemployment benefits.

1i) Begintng on July 1, 2022, until the unfunded accrued liability

is liguidated, the accrued 11'%bility contribution shall be the annual payment

required to liquidate the unfun®gd accrued liability over a closed period of

26 years ending on June 30, 2048. Wovided that the amount of each annual

basic accrued liability contribution shalbe determined by amortization of the

unfunded liability over the remainder of th&closed 26-year period in

installments.

(2) Any variation in the contribution of norm¥gl or accrued liability

contributions from those recommended by the actuary 3 d any actuarial gains

and losses shall be added or subtracted to the unfunded accMued liability and

amortized over the remainder of the closed 26-year period.

(3) The Board shall review annually the amount of State cormfibutions

recommended by the actuary of the Retirement System. Based on this #gview.

the Board shall determine the amount of State contribution necessary for t

dI yldl TU dUIIICVE ditd PICSCI VO T TIHACTdT TIITCEITY O C TUIIAS. O
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theMglouse and Senate Committees on Government Operations and on

Appropiiations in writing about the amount needed. The provisions of

2 V.S.A. §%0(d) (expiration of required reports) shall not apply to the report to

be made under%his subsection.

Sec. 13. 16 V.S.AN 4025 is amended to read:

§ 4025. EDUCATION§UND

(b) Monies in the Educatioyund shall be used for the following:

% ok %

(4) To make payments to the VeMgont Teachers’ Retirement Fund and

the Retired Teachers’ Health and Medical Bgnefits Fund for the normal

eontribution contributions in accordance with S§bseetion subsections 1944(c)

ofthistitle and 1994b(h) of this title.

Sec. 14. VERMONT TEACHERS’ RETIREMENT SYST®M; REPEAL OF
PRIOR SUNSET AND REPORTING PROVISION

2018 (Sp. Sess.) Acts and Resolves No. 11, Secs. E.515.3 and F%15.4 are

hereby repealed.

* * * Vermont Municipal Employees’ Retirement System * * *
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OF CONTRIBUTION; SAFEKEEPING OF SECURITIES
% %k 3k
(k) Imnigdiately after the establishment of the Retirement System, the
Retirement Boalg shall adopt for the Retirement System such mortality and
service tables as sha¥ybe deemed necessary and shall certify the rates of
contribution payable un®gr the provisions of this chapter. Atleast-onee-in-each

three-yearpertod Beginning®uly 1, 2023, at least once every three fiscal years

following the establishment of tif§ System, the actuary shall make an actuarial
investigation into the mortality, servi$§, and compensation experience of the
members and beneficiaries of the Retiren®gnt System, and taking into account
the results of such investigation, the Retirem&t Board shall adopt for the
Retirement System such mortality, service, and of§er tables as shall be deemed
necessary and shall certify the rates of contribution pad¥able under the

provisions of this chapter.

* % * Funding * * *
Sec. 16. FY 2022; APPROPRIATION; STATE EMPLOYEES’

POSTEMPLOYMENT BENEFITS TRUST FUND; RETIRED
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Re®glves No. 74, Sec. C.101(a) is unreserved as follows:

(W the sum of $75,000.000.00 is appropriated to the Vermont State

Retiremen™gund, established in 3 V.S.A. § 473, to address the unfunded

accrued liabilitWin pension benefits:; and

(2) the sum & $75.000.000.00 is appropriated to the Vermont Teachers’

Retirement Fund, estab¥ished in 16 V.S.A. § 1944, to address the unfunded

accrued liability in pension¥enefits.

(b) In FY 2022, the amoun®f $50.000,000.00 in General Funds shall be

appropriated to the to the Vermont ®eachers’ Retirement Fund, established in

16 V.S.A. § 1944, to address the unfun®ed accrued liability in pension

benefits.

(¢) In FY 2022. of the amount of Educatiot® unds reserved in 2021 Acts

and Resolves No. 74, Sec. C.101(a) is unreserved aid the sum of

$13.300.,000.00 is appropriated to the Retired Teachers%Health and Medical

Benefits Fund, established in 16 V.S.A. § 1944b. to supporfhe normal cost of

other postemployment benefits as set forth in 16 V.S.A. § 1944

(d) The appropriations in subsections (a) and (b) of this sectionhall not be

included for the purposes of calculating the surplus in 32 V.S.A. § 308

(General Fund budget stabilization reserve).
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RESERVES
(a) Shere is hereby created within the General Fund a General Fund

Balance R¥erve, also known as the “Rainy Day Reserve.” After satisfying the
requirements ofsection 308 of this title, and after other reserve requirements
have been met, anydgemaining unreserved and undesignated end of fiscal year
General Fund surplus shall be reserved in the General Fund Balance Reserve.
The General Fund Balance®eserve shall not exceed five percent of the
appropriations from the GenerdFund for the prior fiscal year without
legislative authorization.

(1), (2) [Repealed.]

(3) Of the funds that would otherwis§be reserved in the General Fund
Balance Reserve under this subsection, 50-percqgt-of-any-such-funds the

following amounts shall be reserved as necessary aNgd transferred from the

K

General Fund to the Vermont State Employees’ Postemployment Bene

Frust Fund-established- by 3-V-S-A—§-479a as follows:

(A) 25 percent to the Vermont State Retirement Fund%stablished by

3 V.S.A. §473; and

(B) 25 percent to the Vermont Teachers’ Retirement Fund est@blished

by 16 V.S.A. § 1944.
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This act shall take effect on July 1, 2022. exc .16 (FY 2022

Sec. 1. 32 V.S.A. § 311a is added to read:

& sk ok

¢ 31la. PUBLIC RETIREMENT BENEFITS: UNFUNDED LIABILITY;
FINDINGS: PURPOSE; INTENT

(a) Findings. The General Assembly finds that:

(1) The actuarially determined employer contribution (ADEC) for the
Vermont State Employees’ Retirement System (VSERS) has increased by an
annual growth rate of 12.1 percent between FY 2009 and FY 2023, and the
funded ratio of the VSERS has declined from 94.1 percent from FY 2008 to
67.6 percent by year-end FY 2021.

(2) The ADEC for the Vermont State Teachers’ Retirement System
(VSTRS) has increased by an annual growth rate of 13 percent between
FY 2009 and FY 2023, and the funded ratio of the VSTRS has declined from
80.9 percent from FY 2008 to 52.9 percent by yvear-end FY 2021.

(3) The General Assembly has appropriated sufficient funds to fully pay
the ADEC for both VSERS and VSTRS at the recommended amounts since FY
2007 and throughout the current amortization period.

(4) Since FY 2009, the accrued liabilities of VSERS and VSTRS have
grown_faster than the assets of each plan, resulting in a gap between the
expected pavout of future benefits and the assets VSERS and VSTRS have to

pay out those benefits to retired State employees and teachers. This gap is also
known as the unfunded liabilities for VSERS and VSTRS.

(5) In FY 2015, the General Assembly created the Retired Teachers’
Health and Medical Benefits Fund, and health care premiums are paid for on a
pav-as-you go basis from this Fund.

(6) The FY 2022 State budget expense for retiree healthcare benefits,
known as other postemployment benefits (OPEB), for State employees was
approximately $37.2 million and $35.1 million for teachers.

(7) As of the beginning of FY 2022, the State’s unfunded liabilities for
healthcare benefits for retired State emplovees and teachers is $2.75 billion.
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(b) Purpose. The purpose of this section is to provide economic stability
for retired State employees and teachers by maintaining the financial health of

VSERS and VSTRS, while also addressing the unfunded liabilities in the
State’s pension and OPEB plans and the decline in the funded ratios of those
retirement systems.

(c) Intent.

(1) It is the intent of the General Assembly to address the unfunded
liabilities and decline in funded ratios of VSERS and VSTRS by implementing
several measures, including:

(A) continuing the General Assembly’s policy since FY 2007 to fully
fund the actuarially determined employer contributions rates for the VSERS
and VSTRS at the amounts recommended by the respective boards of each
retirement system to the General Assembly each vear; and

(B) beginning in FY 2024, annually funding an additional payment
to the actuarially recommended unfunded liability amortization payments for
VSERS and VSTRS that will increase to not more than $15,000,000.00 each
vear to each retirement system and remain until the VSERS plan and the
VSTRS plan respectively reach a 90 percent funded ratio.

(2) It is also the intent of the General Assembly to prefund other
postemployment benefits to create more security and predictability in health
care benefits for retired State emplovees and teachers.

cormgitment by the General Assembly to enacting a specific level of future
benefit Mwgancements that would require prefunding.

(B)(1 is the intent of the General Assembly that VSTRS members
who paid addition®gontributions in active service as part of a broader effort
to improve the health Sthe retirement system should receive postretirement
adjustment allowances that Wl more fully reflect the net percentage increase
in_the Consumer Price Index ®wge the retirement system is in a healthier
financial position.

(ii) The General Assembly rc®agnizes that a discrepancy exists
between members of other State retirement systoWg who receive postretirement
adjustment allowances equal to 100 percent of the Ppercentage increase in
the Consumer Price Index and VSTRS members who 7™egive postretirement
adjustment allowances equal to 50 percent of the net percenta®jncrease.

(iii) It is the intent of the General Assembly that, once Mg VSTRS
system is _at least 80 percent funded, or in conjunction with promesed
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poNgetirement adjustment allowance formula to an ultimate goal of 100
perceiMf the net percentage increase in the Consumer Price Index to create
parity an™gnt retirement systems to the benefit of VSTRS Group C members
who paid highg contribution rates in active service to help improve the health
of the VSTRS syS%g.

(iv) It is Mg intent of the General Assembly that, prior to enacting
any statutory changes to W postretirement adjustment allowance formula, the
General Assembly, in consiMgtion with the Retirement Board and employee
groups, should evaluate the imMggt of any proposed changes on the normal
cost, unfunded actuarial accruedwgability, funded ratio, and actuarially
determined employer contribution.

(v) It is the intent of the Gener®Assembly that the evaluation of
any future changes to the postretirement adjustimgut allowance formula should
also include developing a strategy for amortizing aMganticipated growth in the
unfunded actuarial accrued liability attributed to any PMgntial increases in the

formula.

(vi) It is the intent of the General Assembly ¥gat no future
modifications should be made to the postretirement adjustmen™gllowance
formula if those changes are projected to result in the funded rati®f the
retirement system decreasing below 80 percent funded on an actuarial Mue

* * * Vermont State Employees’ Retirement System * * *
* % * Pension Benefits * * *

Sec. 2. 3V.S.A. § 455 is amended to read:
§ 455. DEFINITIONS
(a) As used in this subchapter:

& sk ok

(4) “Average final compensation” shall mean:

& sk ok

(F) For a Group D member:
(i) Who retires on or before June 30, 2022, the member’s final

salary.

(ii) Who retives on or after July 1, 2022, but who, on or before
June 30, 2022, has five vears or more of service as a Supreme Court Justice, a
Superior judge, an Environmental judge, a District judge, or a Probate judge
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or any combination thereof and has attained 57 vears of age or older, or is a
Group D member on or before June 30, 2022 and has 15 vears or more of
creditable service, the member’s final salary.

(iii) Who retires on or after July 1, 2022 and who does not meet
the requirements set forth in subdivisions (i) and (ii) of this subdivision (F), the
average annual earnable compensation of a member during the two
consecutive fiscal years beginning on July 1 and ending on June 30 of
creditable service affording the highest such average, or during all of the years
in_the member’s creditable service if fewer than two years. If the member
separates prior to the end of a fiscal year. average final compensation shall be
determined by adding:

(1) The actual earnable compensation earned in the fiscal vear of
separation through the date of separation and the service credit to correspond
with the last pay date.

(ll) The earnable compensation and service credit earned in the
preceding fiscal year.

(III) The remaining service credit that is needed to complete the
two full vears, which shall be factored from the fiscal year preceding the fiscal
vear described in subdivision (II) of this subdivision (F)(iii). The earnable
compensation associated with this remaining service credit shall be calculated
by multiplying the annual earnable compensation reported by the remaining
service credit that is needed.

& sk ok

(13) “Normal retirement date” shall mean:

(A) with respect to a Group A member, the first day of the calendar
month next following (i) attainment of age 65, and following completion of five
vears of creditable service for those members hired on or after July 1, 2004, or
(ii) attainment of age 62 and completion of 20 years of creditable service,
whichever is earlier;

(B) with respect to a Group C member; the first day of the calendar
month next following attainment of age 55 vears of age, and following
completion of five years of creditable service for those members hired on or
after July 1, 2004, or completion of 30 years of service, whichever is earlier,

(C) with respect to a Group D member;:

(i) _for those members first appointed or elected on or before
June 30, 2022, the first day of the calendar month next following attainment of
age 02 vears of age and completion of five years of creditable service; or
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(ii) for those members first appointed or elected on or after July 1,
2022, the first dav of the calendar month next following attainment of 65 vears
of age and completion of five years of creditable service; and

(D) with respect to a Group F member; the first day of the calendar
month next following attainment of age 62, and following completion of five
vears of creditable service for those members hired on or after July 1, 2004, or
completion of 30 years of creditable service, whichever is earlier;, and with
respect to a Group F member first included in the membership of the system on
or after July 1, 2008, the first day of the calendar month next following
attainment of age 65 and following completion of five years of creditable
service, or attainment of 87 points reflecting a combination of the age of the
member and number of years of service, whichever is earlier.

& sk ok

Sec. 3. 3V.S.A. § 459 is amended to read:
$459. NORMAL AND EARLY RETIREMENT

(a) Normal retirement.

& sk ok

(2) Group C members. Any group Group C member who is an officer or
employee of the Department of Public Safety assigned to police and law
enforcement duties, including the Commissioner of Public Safety appointed
before July 1, 2000, and who has reached his or her normal retirement date
may retire on a normal retirement allowance, on the first day of any month
after he or she may have separated from service, by filing an application in the
manner outlined in subdivision (3) of this subsection. Any greup Group C
member in service shall be retired on a normal retirement allowance on the
first day of the calendar month next following attainment of age-53 57 vears of
age. Notwithstanding, it is provided that any such member who is an official
appointed for a term of years may remain in service until the end of his-or-her
the _member’s term of office or any extension thereto, resulting from
reappointment.

(b) Normal retirement allowance.

(1) Upon normal retirement, a groenp Group A member shall receive a
normal retirement allowance which shall be equal to 50 percent of his-er-her
the_member’s average final compensation,; provided, however, that if the
member has not completed 30 years of creditable service at retirement, or, if
earlier, the date of attainment of such age as may be applicable under the
provisions of subdivision (a)(4) of this section, his or her allowance shall be
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multiplied by the ratio that the number of his or her years of creditable service
at retirement, or such earlier date, bears to 30.

(2)(4) Upon normal retirement, a growp Group C member shall receive
a normal retirement allowance which shall be equal to 50 percent of his-or-her
the member’s average final compensation,; provided, however, that if the
member has not completed 20 years of creditable service at retirement, or, if
earlier, the date of attainment of such age as may be applicable under the
provisions of subdivision (a)(4) of this section, the member’s allowance shall
be multiplied by the ratio that the number of his-er-her the member’s years of
creditable service at retirement, or such earlier date, bears to 20.

(B) For a Group C member. for each yvear of service that is completed
on or after July 1, 2022 after attaining the later of 50 years of age or
completing 20 vears of service, a member’s maximum normal retirement
allowance shall increase by an amount equal to one and one-half percent of
the member’s average final compensation.

Elﬁw%ﬁnmﬁaﬁﬁdges—t%d—&s—ﬂ%ﬁwdg& upon normal retzrement %d%%—l—s

seetion, shall receive a normal retirement allowance equal to one and two-
thirds percent of the member’s average final compensation times the years of
Group D membership service up to 12 vears. Group D members shall receive
an additional retirement allowance according to years of service as a Supreme
Court Justice, a Superior judge, an Environmental judge, e¥ a District judge,
or a Probate judge or any combination thereof as follows:

(i) After 12 years of service, an additional retirement allowance of
an amount whiek that, together with the normal service retirement allowance

for the first 12 years, will make the total equal to two-fifths of their satery—at
retirement average final compensation.

(ii) For each year of service in excess of 12 years, an amount

equal to 3143 three and one-third percent of their salary-at-retirement average
final compensation shall be added to the retirement allowance as computed in

subseetion—a) subdivision (b)(3)(A)(i) of this seetion subdivision (b)(3)(A).
However; at no time shall the total retirement allowance exceed their salary at
retirement. Sueh In_addition to the normal retirement allowance, such

additional retirement allowance shall be treated as the normal retirement

allowance feﬁa-}ljm%fes—ef—ﬂ%e—ﬁ%%mﬁﬁ—aﬁ
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retroaetively- The total retirement allowance for Group D members shall be as
follows:

(i) For a Group D member who retires on or before June 30,
2022, the total retirement allowance shall not exceed the member’s salary at
retirement.

(ii) For a Group D member who, on or before June 30, 2022, has
five vears or more of service as a Supreme Court Justice, a Superior judge, an
Environmental judge, a District judge, or a Probate judge, or any combination
thereof, and has attained 57 years of age or older, or is a Group D member on
or _before June 30, 2022 and has 15 years or more of creditable service, the
total retirement allowance shall not exceed the member’s salary at retirement.

(iii) For a Group D member who retires on or after July 1, 2022,
and who does not meet the requirements set forth in subdivision (i) or (ii) of
this subdivision (B), the member’s total retirement allowance shall not exceed
80 percent of the member’s average final compensation.

Sec. 4. 3 V.S.A. § 459a is amended to read:
§ 459a RESTORATION OF SERVICE

& sk ok
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(b)(1) Upon the subsequent retirement of an employee who once again
became a member under subsection (a) of this section, the employee shall once
again become a beneficiary whose former retirement allowance shall be
restored under the same plan provisions applicable at the time of the initial
retirement, but the beneficiary shall not be entitled to cost of living adjustments
for the period during which he or she was restored to service. In addition to
the former retirement allowance, a beneficiary shall be entitled to a retirement
allowance separately computed for the period beginning with his or her last
restoration to service for which the member has made a contribution. If the
beneficiary is not vested in the system since he or she was last restored to
service, the member’s contributions plus accumulated interest shall be
returned to him or her.

(2) Notwithstanding subdivision (1) of this subsection, for a Group C
member who has attained the later of 50 vears of age and has completed
20 years or _more of service, in no event shall the member’s separately
computed retirement allowance increase by an amount equal to more than one
and one-half percent of the member’s average final compensation per year of
restored service actually performed.

Sec. 5. 3 V.S.A. § 470 is amended to read:

§470. POSTRETIREMENT ADJUSTMENTS TO RETIREMENT
ALLOWANCES
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years—of—such—inereases—untilfully—offset-  Postretirement adjustments to
retirement allowance. On January 1 of each year, the retirement allowance of
each beneficiary of the System who is in receipt of a retirement allowance and
who meets the eligibility criteria set forth in this section shall be adjusted by
the amount described in subsection (d) of this section. In no event shall a
beneficiary receive a negative adjustment to the beneficiary’s retirement
allowance.
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Increase.

(1) Consumer Price Index; maximum and minimum amounts. Prior to
October 1 of each year. a determination shall be made of any increase or
decrease, to the nearest one-tenth of a percent, in the Consumer Price Index
for the month ending on June 30 of that year to the average of said index for
the month ending on June 30 of the previous vear. Any increase or decrease in
the Consumer Price Index shall be subject to adjustment so as to remain within
the following maximum and minimum amounts:

(A) For Group A members, the maximum amount of any increase or
decrease used to determine the net percentage increase shall be five percent.

(B) For Group C members who are first eligible for normal
retirement or unreduced early retirement on or before June 30, 2022, or who
are vested deferred members as of June 30, 2022, the maximum amount of any
increase or decrease used to determine the net percentage increase shall be

five percent.

(C) For Group C members who are first eligible for normal
retirement or _unreduced early retirement on or after July 1, 2022, the
maximum_amount of any increase or decrease used to determine the net
percentage increase shall be four percent.

(D) For Group D members, the maximum amount of any increase or
decrease used to determine the net percentage increase shall be five percent.

(E) For Group F members who are first eligible for normal
retirement or unreduced early retirement on or before June 30, 2022, or who
are vested deferred members as of June 30, 2022, the maximum amount of any
increase or decrease used to determine the net percentage increase shall be
five percent, and any increase or decrease of less than one percent shall be
assigned a value of one percent.

(F) For Group F members who are first eligible for normal
retirement or _unreduced early retirement on or _after July 1, 2022, the
maximum_amount of any increase or decrease used to determine the net
percentage increase shall be four percent.

(2) Consumer Price Index; decreases. In the event of a decrease in the
Consumer Price Index, there shall be no adjustment to retirement allowances
for the subsequent vear beginning January 1; provided, however, that:
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(A) such decrease shall be applied as an offset against the first
subsequent year’s increase of the Consumer Price Index, up to the full amount
of such increase; and

(B) to the extent that such decrease is greater than such subsequent
vear’s increase, such decrease shall be offset in the same manner against two
or more years of such increases, for up to but not exceeding five subsequent
vears of such increases, until fully offset.

(3) Consumer Price Index; increases. In the event of an increase in the
Consumer Price Index, and provided there remains an increase following the
application of any offset as in subdivision (2) of this subsection, that amount
shall be identified as the net percentage increase and used to determine the
members’ postretirement adjustment as described herein.

pereent-shall-be-assighed-avalue-of-one-percent- Eligibility for postretirement
adjustment. In order for a beneficiary to receive a postretirement adjustment
to the beneficiary’s retirement allowance, the beneficiary must meet the
following eligibility requirements:

(1) For all members who are retired or vested deferred on or before
June 30, 2022; for Group A, C. and F members who are first eligible for
normal retirement or unreduced early retirement on or before June 30, 2022;
and for Group D members first appointed or elected on or before June 30,
2022, the member must be in receipt of a retirement allowance for at least
12 months prior to the January 1 effective date of any postretirement

adjustment.

(2) For all Group A, C, and F members who are first eligible for normal
retirement or unreduced early retirement on or after July 1, 2022, and for
Group D members first appointed or elected on or after July 1, 2022, the
member must be in receipt of a retirement allowance for at least 24 months
prior to the January 1 effective date of any postretirement adjustment.

(3) Special rule for Group F early retirement. A Group F member in
receipt of an early retirement allowance shall not receive a postretirement
adjustment to the member’s retirement allowance until such time as the
member has reached normal retirement age, provided the member has also met
the other eligibility criteria set forth in this subsection.

(d) Foerpurposed—of-this—section—Consumer—_Pricetndex—shall-mean—the
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Labor—-Bureaw-of Labor-Statisties: Amount of postretirement adjustment. The
postretirement _adjustment for each member who meets the eligibility criteria
set forth in subsection (c) of this section shall be as follows.

(1) The full amount of the net percentage increase calculated in
subsection (b) of this section for the following:

(A) Group A and C members;

(B)  Group D members first appointed or elected on or before
June 30, 2022; and

(C) Commencing January 1, 2014, any active contributing member
of the Group F plan on or after June 30, 2008, and who retires as a Group F
member on or after July 1, 2008.

(2) One-half of the net percentage increase calculated in subsection (b)
of this section for Group F members who retired on or before June 30, 2008.

(3)  For Group D members first appointed or elected on or after
July 1, 2022, the full amount of the net percentage increase calculated in
subsection (b) of this section for amounts equal to or less than $75,000.00 of
annual retirement _allowance and one-half the net percentage increase
calculated in subsection (b) of this section for amounts 375,000.01 or greater
of annual retirement allowance.

(e) Definition. For purposes of this section:

(1) “Consumer Price Index” means the Northeast Region Consumer
Price Index for all urban consumers, designated as “CPI-U,” in the northeast
region, as published by the U.S. Department of Labor. Bureau of Labor
Statistics.

(2) “Vested deferred” means a member who receives a vested deferred
allowance payable pursuant to subsection 465(a) of this title.

(f) _Deferred vested allowance. No increase shall be made pursuant to this
section in a deferred vested allowance payable pursuant to subsection 465(a)
of this title prior to its commencement.

Sec. 6. 3V.S.A. § 473 is amended to read:
§473. FUNDS

(a) Assets. All of the assets of the Retirement System shall be credited to
the Vermont State Retirement Fund.

(b) Member contributions.
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(1)(A) Allocations. Contributions deducted from the compensation of
members together with any member contributions transferred thereto from the
predecessor systems shall be accumulated in the Fund and separately recorded
for each member. The amounts so transferred on account of Group A members
shall be allocated between regular and additional contributions. The amounts
so allocated as regular contributions shall be determined as if the rate of
contribution of four percent has been continuously in effect in the predecessor
system from which such amounts were transferred and the balance of any
amount so transferred on account of any Group A member shall be deemed
additional contributions. In the case of Group C members who were members
as of the date of establishment and Group D members, all contributions
transferred from predecessor systems shall be deemed regular contributions.
Those members who, prior to the date of establishment of this system, had been
contributing at a rate less than four percent shall have any benefit otherwise
payable on their behalf actuarially reduced to reflect such prior contribution
rate of less than four percent. Upon a member’s retirement or other
withdrawal from service on the basis of which a retirement allowance is
payable, the member’s additional contributions, with interest thereon, shall be
paid as an additional allowance equal to an annuity which is the actuarial
equivalent of such amount, in the same manner as the benefit otherwise
payable under the System.

(B) Periodic review. When the State Employees’ Retirement System
has been determined by the actuary to have assets at least equal to its accrued
liability, contribution rates will be reevaluated by the actuary with a
subsequent recommendation to the General Assembly. In determining the
amount earnable by a member in a payroll period, the Retirement Board may
consider the annual or other periodic rate of earnable compensation payable
to such member on the first day of the payroll period as continuing throughout
such _payroll period, and it may omit deduction from compensation for any
period less than a full payroll period if an emplovee was not a member on the
first day of the payroll period, and to facilitate the making of deductions it may
modify the deduction required of any member by such an amount as, on an
annual basis, shall not exceed one-tenth of one percent of the annual earnable
compensation upon the basis of which such deduction is to be made. Each of
the amounts shall be deducted until the member retires or otherwise withdraws
from service, and when deducted shall be paid into the Annuity Savings Fund,
and_shall be credited to the individual account of the member from whose
compensation the deduction was made.

(2)(4) Group A members. Commencing on July 1, 2016, contributions
shall be 6.55 percent of compensation for Group A—D—and—-4 members and
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(B) Group C members.

(i) Commencing the first full pay period in fiscal vear 2023, the
contribution rate for Group C members shall be 9.03 percent of compensation;

(ii) Commencing the first full pay period in fiscal vear 2024, the
contribution rate for Group C members shall be 9.53 percent of compensation.

(iii) Commencing the first full pay period in fiscal vear 2025 and
annually thereafter, the contribution rate for Group C members shall be 10.03
percent of compensation.

(C)  Group D members. Commencing on July 1, 2022, the
contribution rate for Group D members shall be based on the quartile in which
a member’s hourly rate of pay falls. Quartiles shall be determined annually in
the first full pay period of each fiscal vear by the Department of Human
Resources based on the hourly rate of pay by all Group D members. The
contribution rates shall be based on the schedule set forth below:

(i) Based on the quartiles for the first full pay period of each fiscal
vear and effective the first full pay period in that fiscal year, for members who
have an hourly rate of pay in any pay period, below the 25th percentile of
Group D member hourly rates of pay, the contribution rate shall be 6.65
percent of compensation.
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(ii) Based on the quartiles for the first full pay period of each
fiscal year and effective the first full pay period in that fiscal vear, for members

who have an hourly rate of pay in any pay period at the 25th percentile and
below the 50th percentile of Group D member hourly rates of pay, the
contribution rate shall be as follows:

() _commencing in_fiscal vear 2023, 7.15 percent of
compensation,

()  commencing in fiscal vear 2024, 7.65 percent of
compensation,; and

(IIl) commencing in fiscal vear 2025 and annually thereafter,
8.15 percent of compensation.

(iii) Based on the quartiles for the first full pay period of each
fiscal year and effective the first full pay period in that fiscal year, for members
who have an hourly rate of pay in any pay period at the 50th percentile and
below the 75th percentile of Group D member hourly rates of pay. the
contribution rate shall be as follows:

() _commencing in_fiscal vear 2023, 7.15 percent of
compensation,

(I)  _commencing in_fiscal vear 2024, 7.65 percent of
compensation,

(Ill)  commencing in_fiscal year 2025, 8.15 percent of
compensation,; and

(1V) commencing in fiscal vear 2026 and annually thereafter
8.65 percent of compensation.

(iv) Based on the quartiles for the first full pay period of each
fiscal year and effective the first full pay period in that fiscal year, for members
who _have an _hourly rate of pay in _any pay period at or above the 75th
percentile of Group D member hourly rates of pay, the contribution rate shall

be as follows.

() _commencing in_fiscal vear 2023, 7.15 percent of
compensation,

(I)  _commencing in_fiscal vear 2024, 7.65 percent of
compensation,

(Ill)  commencing in_fiscal year 2025, 8.15 percent of
compensation,
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(V)  commencing in fiscal year 2026, 8.65 percent of
compensation; and

(V) commencing in fiscal vear 2027 and annually thereafter
9.15 percent of compensation.

(D)  Group F members. Commencing on July 1, 2022, the
contribution rate for Group F members shall be based on the quartile in which
a member’s hourly rate of pay falls. Quartiles shall be determined annually in
the first full pay period of each fiscal year, by the Department of Human
Resources based on the hourly rate of pay of all Group F members. The
contribution rates shall be based on the schedule set forth below:

(i) Based on the quartiles for the first full pay period of each fiscal
vear and effective the first full pay period in that fiscal year, for members who
have an _hourly rate of pay in any pay period below the 25th percentile of
Group F member hourly rate of pay, the contribution rate shall be 6.65 percent
of compensation.

(ii) Based on the quartiles for the first full pay period of each
fiscal year and effective the first full pay period in that fiscal year, for members
who have an hourly rate of pay in any pay period at the 25th percentile and
below the 50th percentile of Group F member hourly rates of pay. the
contribution rate shall be as follows:

()  _commencing in_fiscal vear 2023, 7.15 percent of
compensation,

(I)  _commencing in_fiscal vear 2024, 7.65 percent of
compensation,; and

(IIl) commencing in fiscal vear 2025 and annually thereafter
8.15 percent of compensation.

(iii) Based on the quartiles for the first full pay period of each
fiscal year and effective the first full pay period in that fiscal year, for members
who have an hourly rate of pay in any pay period at the 50th percentile and
below the 75th percentile of Group F member hourly rates of pay. the
contribution rate shall be as follows:

() _commencing in_fiscal vear 2023, 7.15 percent of
compensation,

()  _commencing in_fiscal vear 2024, 7.65 percent of
compensation,

(Ill)  commencing in_fiscal year 2025, 8.15 percent of
compensation,; and
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(1V) commencing in fiscal year 2026 and annually thereafter,
8.65 percent of compensation.

(iv) Based on the quartiles for the first full pay period of each
fiscal year and effective the first full pay period in that fiscal year, for members
who have an _hourly rate of pay in _any pay period at or above the 75th
percentile of Group F member hourly rates of pay, the contribution rate shall

be as follows.

) commencing in_fiscal vear 2023, 7.15 percent of
compensation,

()  _commencing in_fiscal vear 2024, 7.65 percent of
compensation,

(Ill)  commencing in_fiscal year 2025, 8.15 percent of
compensation,

(V)  commencing in_fiscal vear 2026, 8.65 percent of
compensation,; and

(V) commencing in fiscal vear 2027 and annually thereafter
9.15 percent of compensation.

(3) Deductions. The deductions provided for herein shall be made
notwithstanding that the minimum compensation provided for by law for any
member shall be reduced thereby. Every member shall be deemed to consent
and agree to the deductions made and provided herein and shall receipt for full
compensation, and payment of compensation less such deduction shall be a
full and complete discharge and acquittance of all claims and demands
whatsoever for the services rendered by such person during the period covered
by such payment, except as to the benefits provided under this subchapter:

(4) Additional contributions. Subject to the approval of the Retirement
Board, in addition to the contributions deducted from compensation as
hereinbefore provided, any member may redeposit in the Fund by a single
payment or by an increased rate of contribution an amount equal to the total
amount which the member previously withdrew from this System or one of the
predecessor systems; or any member may deposit therein by a single payment
or by an increased rate of contribution an amount computed to be sufficient to
purchase an additional annuity whiek that, together with prospective
retirement allowance, will provide for the member a total retirement allowance
not in excess of one-half of average final compensation at normal retirement
date, with the exception of Group D members for whom creditable service shall
be restored upon redeposits of amounts previously withdrawn from the System,
or for whom creditable service shall be granted upon deposit of amounts equal
to what would have been paid if payment had been made during any period of
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service during which such a member did not contribute. Such additional
amounts so deposited shall become a part of the member’s accumulated
contributions as additional contributions.

(5) Beneficiaries. The contributions of a member and such interest as
may be allowed thereon whick that are withdrawn by the member or paid to

the member estate or to a designated beneficiary in event of the member’s
death; shall be paid from the Fund.

(6) Scope. Contributions required under this subsection shall be limited
to contributions from Group A, Group C, Group D, and Group F members.

(7) [Repealed.]

(c) Employer contributions, earnings, and payments.

& sk ok

(8) Annually, the Board shall certify an amount to pay the annual
actuarially determined employer contribution, as calculated in this subsection,
and additional amounts as follows.

(4) in fiscal year 2024, the amount of $9,000,000.00;
(B) in fiscal year 2025, the amount of $12,000,000.00; and

(C) in fiscal vear 2026 and in any vear thereafter until the Fund is
calculated to have a funded ratio of at least 90 percent, the amount of
$15,000,000.00.

* % * Other Postemployment Benefits * * *
Sec. 7. 3V.S.A. § 479a is amended to read:

§479a. STATE EMPLOYEES’ POSTEMPLOYMENT BENEFITS TRUST
FUND

& sk ok

(b) Into the Benefits Fund shall be deposited:

(1) all assets remitted to the State as a subsidy on behalf of the members
of the Vermont State Employees’ Retirement System for employer-sponsored
qualified prescription drug plans pursuant to the Medicare Prescription Drug
Improvement and Modernization Act of 2003, except that any subsidy received
from an Employer Group Waiver Program is not subject to this requirement;

(2) any appropriations by the General Assembly for the purposes of
paying current and future retiree postemployment benefits for members of the
Vermont State Employees’ Retirement System, a#éd
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(3) amounts contributed or otherwise made available by members of the
System or their beneficiaries for the purpose of paying current or future
postemployment benefits costs; and

(4) any monies pursuant to subsection (e) of this section.

(c) The Benefits Fund shall be administered by the State Treasurer. The
Treasurer may invest monies in the Benefits Fund in accordance with the
provisions of 32 V.S.A. § 434 or, in the alternative, may enter into an
agreement with the Commission to invest such monies in accordance with the
standards of care established by the prudent investor rule under 144 V.S.A.
$ 902, in a manner similar to the Commiittee-s Commission’s investment of
retirements retirement system monies. All balances in the Benefits Fund at the
end of the fiscal year shall be carried forward. Interest earned shall remain in
the Benefits Fund. The Treasurer’s annual financial report to the Governor
and the General Assembly shall contain an accounting of receipts,
disbursements, and earnings of the Benefits Fund.
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(e) State Contribution.

(1) Beginning on July 1, 2022 and annually thereafter, the State shall
make annual contributions to the Benefits Fund known as the ‘“normal
contribution” and the “accrued liability contribution,” each of which shall be
fixed on the basis of the liabilities of the System as shown by the most recent
actuarial valuation and made by the payroll assessment included in annual
agency and department budgets:

(A)  The ‘“normal contribution” shall be the amount that, if
contributed over each member’s prospective period of service, will be
sufficient to provide for the payment of all future retiree postemployment
benefits after subtracting the unfunded actuarial liability and the total assets of
the Benefits Fund. The “normal contribution” shall be identified using the
actuarial cost method known as “projected unit credit” and applying a rate of
return_equal to the most recently adopted actuarial rate of return pursuant to
section 523 of this title.

(B) The “accrued liability contribution’ shall be the annual payment
set forth in the most recent actuarial valuation that is necessary to liquidate
the unfunded accrued liability over a closed period of 26 years and determined
based on the funding schedule set forth in this section.

(i) It is the policy of the State of Vermont to liquidate fully the
unfunded accrued liability for the pavment of retiree health and medical

benefits.
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(ii) Beginning on July 1, 2022, until the unfunded accrued liability
is liquidated, the accrued liability contribution shall be the annual payment
required to liquidate the unfunded accrued liability over a closed period of 26
vears ending on June 30, 2048, provided that the amount of each annual basic
accrued liability contribution shall be determined by amortization of the
unfunded liability over the remainder of the closed 26-year period in
installments.

(2) Any variation in the contribution of normal or accrued liability
contributions from those recommended by the actuary and any actuarial gains
and losses shall be added or subtracted to the unfunded accrued liability and
amortized over the remainder of the closed 26-year period.

(3) The Board shall review annually the amount of State contributions
recommended by the actuary. Based on this review, the Board shall determine
the amount of State contribution necessary for the next fiscal year to achieve
and preserve the financial integrity of the funds and certify a statement of the
percentage of the payroll of all members sufficient to fund the normal cost and
the accrued liability contribution. On or before December 15 of each year. the
Board shall inform the Governor and the House and Senate Committees on
Government Operations and on Appropriations in writing about the amount
needed. The provisions of 2 V.S.A. § 20(d) (expiration of required reports)
shall not apply to the report to be made under this subsection.

* * * VSERS Actuarial Studies * * *
Sec. 8. 3V.S.A. § 523 is amended to read:
§ 523. VERMONT PENSION INVESTMENT COMMISSION, DUTIES
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(f) Asset and liability study. Beginning on July 1, 2622 2023, and every
three years thereafter, based on the most recent actuarial valuations of each
Plan, the Commission shall study the assets and liabilities of each Plan over a
20-year period. The study shall:

(1) project the expected path of the key indicators of each Plan’s
financial health based on all current actuarial and investment assumptions;
current contribution and benefit policies, including the Plans’ mark-to-market
funded ratio; actuarially required contributions by source; payout ratio; and
related liquidity obligations, and

(2) project the effect on each Plan’s financial health resulting from:
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(A) possible material deviations from Plan assumptions in investment
assumptions, including returns versus those expected and embedded in the
actuary’s estimate of actuarially required contributions and any material
changes in capital markets volatility;, and

(B) possible material deviations from key plan actuarial assumptions,
including retiree longevity, potential benefit increases, and inflation.

% sk ok

Sec. 9. 3V.S.A. § 471 is amended to read:

§471. RETIREMENT BOARD; MEDICAL BOARD; ACTUARY; RATES
OF CONTRIBUTION; SAFEKEEPING OF SECURITIES
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(7)) The Retirement Board shall designate an actuary who shall be the
technical advisor of the Board on matters regarding the operation of the Fund
of the Retirement System, and shall perform such other duties as are required
in connection therewith. Immediately after the establishment of the Retirement
System, the Retirement Board shall adopt for the Retirement System such
mortality and service tables as shall be deemed necessary and shall certify the
rates of contribution payable under the provisions of this subchapter. #At
Beginning July 1, 2023, at least once in—each—three-year—period every three
fiscal years following the establishment of the System, the actuary shall make
an actuarial investigation into the mortality, service, and compensation
experience of the members and beneficiaries of the Retirement System, and
taking into account the results of such investigation, the Retirement Board
shall adopt for the Retirement System such mortality, service, and other tables
as shall be deemed necessary and shall certify the rates of contribution
payable under the provisions of this subchapter.

% sk ok

* ** Vermont State Teachers’ Retirement System * * *
* % * VSTRS Actuarial Studies * * *
Sec. 10. 16 V.S.A. § 1942 is amended to read:

§ 1942. BOARD OF TRUSTEES; MEDICAL BOARD; ACTUARY; RATE
OF CONTRIBUTION; SAFEKEEPING OF SECURITIES
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(m) Immediately after the establishment of the System, the actuary shall
make such investigation of the mortality, service, and compensation experience
of the members of the System, as the actuary shall recommend and the Board



BILL AS INTRODUCED AND PASSED BY SENATE S.286
2022 Page 73 of 87

shall authorize, for the purpose of determining the proper mortality and
service tables to be prepared and submitted to the Board for adoption. Having
regard to such investigation and recommendation, the Board shall adopt for
the System such mortality and service tables as shall be deemed necessary and
shall certify the rates of contribution payable under the provisions of this
chapter. Atteast-once—in-each-three-year-period Beginning July 1, 2023, at
least once every three fiscal vears following the establishment of the System,
the actuary shall make an actuarial investigation into the mortality, service,
and compensation experience of the members and beneficiaries of the System,
and taking into account the results of such investigation, the Board shall adopt
for the System such mortality, service, and other tables as shall be deemed
necessary and shall certify the rates of contribution payable under the
provisions of this chapter.
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* % * Pension Benefits * * *
Sec. 11. 16 V.S.A. § 1944 is amended to read:
§1944. VERMONT TEACHERS’ RETIREMENT FUND

(a) Pension Fund. All of the assets of the System shall be credited to the
Vermont Teachers’ Retirement Fund.

(b) Member contributions.

(1) Contributions deducted from the compensation of members shall be
accumulated in the Pension Fund and separately recorded for each member.

(2) The proper authority or officer responsible for making up each
employer payroll shall cause to be deducted from the compensation.

(4) of each Group A member five and one-half percent of the
member’s total earnable compensation, including compensation paid for

absence as provided by subsection 1933(d) of this title; and

(B) frem of each Group C member with—at—least—five—years—of
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compensation, an effective rate that is calculated based on the member’s base
salary as of July 1 each vear. The effective rate shall be rounded to the nearest
hundredth of a percent and levied on the member’s total earnable
compensation for the fiscal vear, unless a teacher’s full-time equivalency status
changes during the fiscal year, in which case the teacher’s effective rate will be
recalculated and the new rate will be applied going forward. A member’s total
earnable compensation for the fiscal year shall also ineluding— include
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compensation paid for absence as provided by subsection 1933(d) of this title-,
and shall be calculated according to the following marginal rates and income
brackets:

(i) Beginning on July 1, 2022:

(1) if a member’s base salary is at or below $40,000.00, the
rate is 6.0 percent;

(11) if a member’s base salary is $40,000.01 or more but not
more than $60,000.00, the rate is the equivalent of $2,400.00 on $40,000.00 of
the member’s base salary and 6.50 percent of the member’s salary that is
340.000.01 or more;

(I1I) if a member’s base salary of $60,000.01 or more but not
more than $80,000.00, the rate is the equivalent of $3.700.00 on $60,000.00
and 6.75 percent of the member’s salary that is $60,000.01 or more;

(V) if a member’s base salary is $80,000.01 or more but not
more than $100,000.00, the rate is the equivalent of $5,050.00 on $80,000.00
and 7.00 percent of the member’s salary that is $80,000.01 or more;

(V) _if a member’s base salary is $100,000.01 or more, the rate
is_the equivalent of $36,450.00 on $100.000.00 and 7.25 percent of the
member’s salary that is $100,000.01 or more.

(ii) Beginning on July 1, 2023:

(1) _if a member’s base salary is at or below $40,000.00, the
rate is 6.25 percent;

(1) if a member’s base salary is $40,000.01 or more but not
more than $60,000.00, the rate is the equivalent of $2,500.00 on $40,000.00
and 6.75 percent of the member’s salary that is $40,000.01 or more;

(I1I) if a member’s base salary of $60,000.01 or more but not
more than $80,000.00, the rate is the equivalent of $3.850.00 on $60,000.00
and 7.0 percent of the member’s salary that is $60,000.01 or more;

V) if a member’s base salary is $80,000.01 or more but not
more than $100,000.00, the rate is the equivalent of $5,250.00 on $80,000.00
and 7.50 percent of the member’s salary that is $80,000.01 or more;

(V) _if a member’s base salary is $100,000.01 or more, the rate
is the equivalent of $6,750.00 on $100,000.00 and 8.0 percent of the member’s
salary that is $100,000.01 or more.
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(iii) Beginning on July 1, 2024 and annually thereafter:

(1) if a member’s base salary is at or below $40,000.00, the
rate is 6.25 percent;

(1) if a member’s base salary is $40,000.01 or more but not
more than $60,000.00, the rate is the equivalent of $2,900.00 on $40,000.00
and 6.75 percent of the member’s salary that is $40,000.01 or more;

(I1I) if a member’s base salary of $60,000.01 or more but not
more than $80,000.00, the rate is the equivalent of $3,850.00 on $60,000.00
and 7.5 percent of the member’s salary that is $60,000.01 or more;

V) if a member’s base salary is $80,000.01 or more but not
more than $100,000.00, the rate is the equivalent of $5,350.00 on $80,000.00
and 8.25 percent of the member’s salary that is $80,000.01 or more;

(V) _if a member’s base salary is $100,000.01 or more, the rate
is the equivalent of $7.000.00 on $100,000.00 and 9.0 percent of the member’s
salary that is $100,000.01 or more.

(C) In determining the amount earnable by a member set forth in this
subdivision (2) in a payroll period, the Board may consider the rate of
compensation payable to such member on the first day of a payroll period as
continuing throughout the payroll period, and it may omit deduction from
compensation for any period less than a full payroll period if a teacher was not
a member on the first day of the payroll period, and to facilitate the making of
deductions it may modify the deduction required of any member by such an
amount as shall not exceed one-tenth of one percent of the annual earnable
compensation upon the basis of which such deduction is made. The actuary
shall make annual valuations of the reduction to the recommended State
contribution attributable to the increase from five to six percent, and the Board

shall include the amount of this reduction in its written report pursuant to
subsection 1942(r) of this title.
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(c) State contributions, earnings, and payments.

(1) All State appropriations and all reserves for the payment for all
pensions including all interest and dividends earned on the assets of the
Retirement System shall be accumulated in the Pension Fund. All benefits
payable under the System, except for retired teacher health and medical
benefits, shall be paid from the Pension Fund. Annually, the Retirement Board
shall allow regular interest on the individual accounts of members in the
Pension Fund whieh that shall be credited to each member’s account.
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(2) Beginning with the actuarial valuation as of June 30, 2006, the
contributions to be made to the Pension Fund by the State shall be determined
on the basis of the actuarial cost method known as “entry age normal.” On
account of each member; there shall be paid annually by the State into the
Pension Fund a percentage of the earnable compensation of each member to
be known as the “normal contribution” and an additional percentage of the
member’s earnable compensation to be known as the ‘“accrued liability
contribution.” The percentage rate of such contributions shall be fixed on the
basis of the liabilities of the System as shown by actuarial valuation. “Normal
contributions” and “accrued liability contributions” shall be by separate
appropriation in the annual budget enacted by the General Assembly.

(3) The normal contribution shall be the uniform percentage of the total
compensation of members that, if contributed over each member’s prospective
period of service and added to such member’s prospective contributions, if
any, will be sufficient to provide for the payment of all future pension benefits
after subtracting the sum of the unfunded accrued liability and the total assets
of the Pension Fund.

(4) 1t is the policy of the State of Vermont to liquidate fully the unfunded
accrued liability to the System. Beginning on July 1, 2008, until the unfunded
accrued liability is liquidated, the accrued liability contribution shall be the
annual payment required to liquidate the unfunded accrued liability over a
closed period of 30 years ending on June 30, 2038, provided that:

(4) From July 1, 2009 to June 30, 2019, the amount of each annual
basic accrued liability contribution shall be determined by amortization of the
unfunded liability over the remainder of the closed 30-year period in
installments increasing at a rate of five percent per year.

(B) Beginning on July 1, 2019 and annually thereafter, the amount of
each annual basic accrued liability contribution shall be determined by
amortization of the unfunded liability over the remainder of the closed 30-year
period in installments increasing at a rate of three percent per year.

(C) Any variation in the contribution of normal or unfunded accrued
liability contributions from those recommended by the actuary and any
actuarial gains and losses shall be added or subtracted to the unfunded
accrued liability and amortized over the remainder of the closed 30-year
period.
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(13) Annually, the Board shall certify an amount to pay the annual
actuarially determined employer contribution, as calculated in this subsection,
and additional amounts as follows.
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(A) in fiscal vear 2024, the amount of $9,000,000.00;
(B) in fiscal vear 2025, the amount of $12,000,000.00; and

(C) in fiscal vear 2026 and in any vear thereafter until the Fund is
calculated to have a funded ratio of at least 90 percent, the amount of
$15,000,000.00.
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Sec. 1la. 16 V.S.A. § 1949a is added to read:
§ 1949a. POSTRETIREMENT ADJUSTMENT ALLOWANCE FUND

(a) Intent. It is the intent of the General Assembly to recognize members
who are in active service on or before June 30, 2022 and made contributions
for the duration of fiscal year 2023 and members who are in active service on
or after July 1, 2022 and made contributions for at least one year, as part of a
broader effort to improve the health of the System. As an acknowledgment of
these additional contributions, once the System is in a healthier financial
position, it is the intent of the General Assembly that these members should
receive postretirement adjustment allowances that will more fully reflect the net
percentage increase in the Consumer Price Index. It is also the intent of the
General Assembly that the postretirement adjustment allowance formula
should be incrementally increased to 100 percent of the net percentage
increase in the Consumer Price Index, but that no increase should occur to the
formula unless the funded ratio of the System is at least 80 percent funded on
an actuarial value basis.

(b)  Creation. _ There is established the Postretirement Adjustment
Allowance Fund, to be administered by the Board, to provide postretirement
adjustment increases or other benefits that may accrue to eligible members,
pursuant to the requirements of subsection (d) of this section.

(c) Funds. The Fund shall consist of:

(1) any amounts transferred to it from the General Fund Balance
Reserve established in 32 V.S.A. § 308¢; and

(2) _anv _amounts transferred or appropriated to it by the General
Assembly.
(d) Use of funds. In any fiscal vear, the Board may recommend the monies

in the Fund to provide for postretirement adjustment increases or other benefits
that may accrue to eligible members in the System, provided that:

(1) _an evaluation is conducted pursuant to section 1949b of this
chapter;
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(2) the actuary certifies that the System has a funded ratio of at least 80
percent;

(3) the Fund has sufficient assets to pay for the present value of any
benefit being provided; and

(4) the General Assembly approves of any increase or benefit change.

(e) Fund administration.

(1) The Board may invest monies in the Fund in accordance with the
provisions of 32 V.S.A. § 434 or, in the alternative, may enter into an
agreement with the Vermont Pension Investment Committee to invest such
monies in_accordance with the standards of care established by the prudent
investor rule under 144 V.S.A. § 902, in a manner similar to the Committee’s
investment of retirement system monies. Interest earned shall remain in the
Fund, and all balances remaining at the end of a fiscal vear shall be carried
over to the following year. The Board’s annual financial report to the
Governor and the General Assembly shall contain an accounting of receipts,
disbursements, and earnings of the Fund.

(2) Contributions to the Fund shall be irrevocable and it shall be
impossible at any time prior to the satisfaction of all liabilities, with respect to
members and their beneficiaries, for any part of the corpus or income of the
Fund to be used for. or diverted to, purposes other than the payment of
postretirement adjustment increases and other benefits that may accrue to
members and their beneficiaries and reasonable expenses of administering the
Fund.

(f)_Definition. As used in this section, ‘“‘eligible member”’ means:

(1) a member of the System who is in active service on_or before
June 30, 2022 and made contributions for the duration of fiscal vear 2023; or

(2) a member of the System who is in active service on or after July 1,
2022 and made contributions for at least one vear:

Sec. 11b. 16 V.S.A. § 1949b is added to read:

Q 1949b. POSTRETIREMENT ADJUSTMENT TO RETIREMENT
ALLOWANCE; FORMULA;: EVALUATION

(a) On or before September 1, 2027 and every three years thereafter. or at
the request of the Board in conjunction with any proposed changes to the
amortization schedule, the Board shall consider the intent set forth in
subsection 1949a(a) of this chapter and evaluate whether to modify the
postretirement adjustment formula or any other benefit that may accrue to the
members of the System who are in active service on or before June 30, 2022
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and made contributions for the duration of fiscal year 2023 and members in
active service on or after July 1, 2022 and made contributions for at least one
vear. _The evaluation shall only include a proposed benefit change if the
Postretirement Adjustment Allowance Fund has sufficient assets to pay for the
present value of that benefit.

(b) On or before January 15, 2028 and every three vears thereafter. or
following a request for an evaluation by the Board, the Board shall submit a
report to the House and Senate Committees on Government Operations with
the results of the evaluation described in subsection (a) of this section.

Sec. 12. 16 V.S.A. § 1949 is amended to read:

§ 1949. POSTRETIREMENT ADJUSTMENTS TO RETIREMENT
ALLOWANCES

years—of—such—increases,—untilfully—offset:  Postretirement Adjustments to

Retirement allowance. On January 1 of each vear, the retirement allowance of
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each beneficiary of the System who is in receipt of a retirement allowance for
at least a one-year period as of December 31 in the previous year, and who
meets the eligibility criteria set forth in this section, shall be adjusted by the
amount described in subsection (b) of this section. In no event shall a
beneficiary receive a negative adjustment to the beneficiary’s retirement

allowance.

7. U

years—of—such—increasess—unti—futly—offset: Calculation of Net Percentage
Increase. Each year. a determination shall be made of any increase or
decrease, to the nearest one-tenth of a percent, in the Consumer Price Index
for the month ending on June 30 of that year to the average of the Consumer
Price Index for the month ending on June 30 of the previous year.
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(1) Consumer Price Index; maximum and minimum amounts. Any
increase or decrease in the Consumer Price Index shall be subject to
adjustment so _as to remain within the following maximum and minimum
amounts:

(A) For Group A members and Group C members who are eligible
for normal retirement or unreduced early retirement on or before June 30,
2022, the maximum amount of any increase or decrease utilized to determine
the net percentage increase shall be five percent.

(B) For Group C members who are eligible for retirement and leave
active service on or after July 1, 2022, the maximum amount of any increase or
decrease utilized to determine the net percentage increase shall be four

percent.

(2) Consumer Price Index; decreases. In the event of a decrease of the
Consumer Price Index as of June 30 for the preceding vear, there shall be no
adjustment to the retirement allowance of a beneficiary for the subsequent year
beginning January 1. provided, however, that:

(A) such decrease shall be applied as an offset against the first
subsequent vear’s increase of the Consumer Price Index up to the full amount
of such increase; and

(B) to the extent that such decrease is greater than such subsequent
vear’s increase, such decrease shall be offset in the same manner against two
or more years of such increases, for up to but not exceeding five subsequent
vears of such increases, until fully offset.

(3) Consumer Price Index; increases. Subject to the maximum and
minimum amounts set forth in subdivision (1) of this subsection, in the event of
an_increase in the Consumer Price Index, and provided there remains an
increase following the application of any offset as in subdivision (2) of this
subsection, that amount shall be identified as the net percentage increase and
used to determine the members’ postretirement adjustment as set forth in

subsection (d) of this section.

percent-shall-be-assighed-avalne-of-one-pereent- Eligibility for postretirement
adjustment. In order for a beneficiary to receive a postretirement adjustment
allowance, the beneficiary must meet the following eligibility requirements:
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(1) for any Group A or Group C member eligible for retirement on or
before June 30, 2022, the member must be in receipt of a retirement allowance
for _at least 12 months prior to the January 1 effective date of any
postretirement adjustment; and

(2) for any Group C member who is eligible for retirement and leaves
active service on or after July 1, 2022, the member must be in receipt of a
retirement allowance for at least 24 months prior to the January 1 effective
date of any postretirement adjustment.

(d) As used in this section, “Consumer Price Index” shall mean the
Northeast Region Consumer Price Index for all urban consumers, designated
as “CPI-U,” in the northeast region, as published by the U.S. Department of
Labor, Bureau of Labor Statistics.

* % * Other Postemployment Benefits * * *
Sec. 13. 16 V.S.A. § 1944b is amended to read:

§ 1944b. RETIRED TEACHERS’ HEALTH AND MEDICAL BENEFITS
FUND

(a) There is established the Retired Teachers’ Health and Medical Benefits
Fund (Benefits Fund) to pay retired—teacher—health—and—medieal retiree
postemployment benefits—ineluding—preseription—drug—benefits; when due in
accordance with the terms established by the Board of Trustees of the State
Teachers’ Retirement System of Vermont pursuant to subsection 1942(p) and
section 1944e of this title. The Benefits Fund is intended to comply with and
be a tax exempt governmental trust under Section 115 of the Internal Revenue
Code of 1986, as amended. The Benefits Fund shall be administered by the
Treasurer:

(b) The Benefits Fund shall consist of:

(1) all monies remitted to the State on behalf of the members of the State
Teachers’ Retirement System of Vermont for prescription drug plans, including
manufacturer rebates, as well as monies pursuant to the Employer Group
Waiver Plan with Wrap pursuant to the Medicare Prescription Drug
Improvement and Modernization Act of 2003;

(2) any monies appropriated by the General Assembly for the purpose of
paying the—-health-and-medieal postemployment benefits for retired members
and their dependents provided by subsection 1942(p) and section 1944e of this
title;

(3) any monies pursuant to subsection {e} (h) of this section; and
(4) [Repealed.]
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(5) any monies pursuant to section 1944d of this title.
(c) No employee contributions shall be deposited in the Benefits Fund.

(d) The Treasurer may invest monies in the Benefits Fund in accordance
with the provisions of 32 V.S.A. § 434 or, in the alternative, may enter into an
agreement with the Vermont Pension Investment Committee Commission to
invest such monies in accordance with the standards of care established by the
prudent investor rule under 144 V.S.A. § 902, in a manner similar to the
Commiittee’s Commission’s investment of retirement system monies. Interest
earned shall remain in the Benefits Fund, and all balances remaining at the
end of a fiscal year shall be carried over to the following year.  The
Treasurer’s annual financial report to the Governor and the General Assembly
shall contain an accounting of receipts, disbursements, and earnings of the
Benefits Fund.

(e) [Repealed.]

(f) Contributions to the Benefits Fund shall be irrevocable and it shall be
impossible at any time prior to the satisfaction of all liabilities, with respect to
employees and their beneficiaries, for any part of the corpus or income of the
Benefits Fund to be used for, or diverted to, purposes other than the payment
of retiree postemployment benefits to members and their beneficiaries and
reasonable expenses of administering the Benefits Fund and related benefit
plans.

(g) [Repealed.]
(h) State contribution.

(1) Beginning on July 1, 2022, and annually thereafter, the State shall
make annual contributions to the Benefits Fund known as the ‘“normal
contribution” and the “accrued liability contribution,” each of which shall be
fixed on the basis of the liabilities of the System as shown by the most recent
actuarial valuation and made by separate appropriation in the annual budget
enacted by the General Assembly:

(A)  The ‘“normal contribution” shall be the amount that, if
contributed over each member’s prospective period of service, will be
sufficient to provide for the payment of all future retiree postemployment
benefits after subtracting the unfunded actuarial liability and the total assets of
the Benefits Fund. The “normal cost’ shall be identified using the actuarial
cost method known as “‘projected unit credit” and applying a rate of return
equal to the most recently adopted actuarial rate of return pursuant to 3 V.S.A.

9 523.
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(B) The “accrued liability contribution’ shall be the annual payment
set forth in the most recent actuarial valuation that is necessary to liquidate
the unfunded accrued liability over a closed period of 26 years and determined
based on the funding schedule set forth in this section.

(i) It is the policy of the State of Vermont to liguidate fully the
unfunded accrued liability for the payment of retiree postemployment benefits.

(ii) Beginning on July 1, 2022, until the unfunded accrued liability
is liquidated, the accrued liability contribution shall be the annual payment
required to liquidate the unfunded accrued liability over a closed period of
26 years ending on June 30, 2048, provided that the amount of each annual
basic accrued liability contribution shall be determined by amortization of the
unfunded liability over the remainder of the closed 26-year period in
installments.

(2) Any variation in the contribution of normal or accrued liability
contributions from those recommended by the actuary and any actuarial gains
and losses shall be added or subtracted to the unfunded accrued liability and
amortized over the remainder of the closed 26-year period.

(3) The Board shall review annually the amount of State contributions
recommended by the actuary of the Retirement System. Based on this review,
the Board shall determine the amount of State contribution necessary for the
next fiscal year to achieve and preserve the financial integrity of the funds. On
or before December 15 of each vear, the Board shall inform the Governor and
the House and Senate Committees on Government Operations and on
Appropriations in writing about the amount needed. The provisions of 2 V.S.A.
§ 20(d) (expiration of required reports) shall not apply to the report to be made
under this subsection.

Sec. 14. 16 V.S.A. § 4025 is amended to read:
§4025. EDUCATION FUND
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(b) Monies in the Education Fund shall be used for the following:
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(4) To make payments to the Vermont Teachers’ Retirement Fund and
the Retired Teachers’ Health and Medical Benefits Fund for the normal
eontribution contributions in accordance with subseetion subsections 1944(c)
of this-titte and 1994b(h) of this title.
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Sec. 15. VERMONT TEACHERS’ RETIREMENT SYSTEM; REPEAL OF
PRIOR SUNSET AND REPORTING PROVISIONS

2018 (Sp. Sess.) Acts and Resolves No.1l, Secs. E.515.3 and E.515.4 are
hereby repealed.

* % * Vermont Municipal Employees’ Retirement System * * *
Sec. 16. 24 V.S.A. § 5062 is amended to read:

$35062. RETIREMENT BOARD; MEDICAL BOARD; ACTUARY; RATES
OF CONTRIBUTION; SAFEKEEPING OF SECURITIES
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(k) Immediately after the establishment of the Retirement System, the
Retirement Board shall adopt for the Retirement System such mortality and
service tables as shall be deemed necessary and shall certify the rates of
contribution payable under the provisions of this chapter. Atleast-once—in
each-three-year-period Beginning July 1, 2023, at least once every three fiscal
vears following the establishment of the System, the actuary shall make an
actuarial investigation into the mortality, service, and compensation
experience of the members and beneficiaries of the Retirement System, and
taking into account the results of such investigation, the Retirement Board
shall adopt for the Retirement System such mortality, service, and other tables
as shall be deemed necessary and shall certify the rates of contribution
payable under the provisions of this chapter:
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Sec. 17. FY 2022; APPROPRIATION, STATE EMPLOYEES’
POSTEMPLOYMENT BENEFITS TRUST FUND,; RETIRED
TEACHERS’ HEALTH AND MEDICAL BENEFITS FUND

(a) In FY 2022, of the amount of General Funds reserved in 2021 Acts and
Resolves No. 74, Sec. C.101(a) is unreserved as follows.

(1) the sum of $75.000,000.00 is appropriated to the Vermont State
Retirement Fund, established in 3 V.S.A. §473, to address the unfunded
accrued liability in pension benefits; and

(2) the sum of 875,000,000.00 is appropriated to the Vermont Teachers’
Retirement Fund, established in 16 V.S.A. § 1944, to address the unfunded
accrued liability in pension benefits.

(b) In FY 2022, the amount of $50,000,000.00 in General Funds shall be
appropriated to the to the Vermont Teachers’ Retirement Fund, established in




BILL AS INTRODUCED AND PASSED BY SENATE S.286
2022 Page 86 of 87

16 V.S.A. § 1944, to address the unfunded accrued liability in pension benefits.

(c) In FY 2022, of the amount of Education Funds reserved in 2021 Acts
and Resolves No. 74, Sec. C.101(a) is unreserved and the sum of
$13,300.000.00 is appropriated to the Retired Teachers’ Health and Medical
Benefits Fund, established in 16 V.S.A. § 1944b, to support the normal cost of
other postemployment benefits as set forth in 16 V.S.A. § 1944f.

(d) The appropriations in subsections (a) and (b) of this section shall not
be included for the purposes of calculating the reserve total for fiscal year
2023 pursuant to 32 V.S.A. § 308 (General Fund budget stabilization reserve).

S 3. GENERAL FUND AND TRANSPORTATION FUND BALANCE
RESERVES

(a) Thg is hereby created within the General Fund a General Fund
Balance ReserMygalso known as the “Rainy Day Reserve.” After satisfying the
requirements of so%gon 308 of this title, and after other reserve requirements
have been met, any r®aining unreserved and undesignated end of fiscal year
General Fund surplus sh®{ be reserved in the General Fund Balance Reserve.
The General Fund BalanC®Reserve shall not exceed five percent of the
appropriations from the Gendgl Fund for the prior fiscal year without
legislative authorization.

(1), (2) [Repealed.]
(3) Of the funds that would otherwis®ge reserved in the General Fund

Balance Reserve under this subsection, 0-pWgcent—of—any—such—funds the
following amounts shall be reserved as necessarmgnd transferred from the
General Fund to-theVermo 9 ces” PostemMgloviment Bene

Fw&d—eﬁabhﬁ%ed—bj#&%a as Zollows

(A) 25 percent to the Vermont State Retirement Furi%established by
3V.SA. §473; and

(B) 25 percent to the Vermont Teachers’ Retirement Fund estplished
by 16 V.S.A. § 1944.

Sec. 18. 32 V.S.A. § 308c is amended to read:

§ 308c. GENERAL FUND AND TRANSPORTATION FUND BALANCE
RESERVES

(a) There is hereby created within the General Fund a General Fund
Balance Reserve, also known as the “Rainy Day Reserve.” After satisfying the
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requirements of section 308 of this title, and after other reserve requirements
have been met, any remaining unreserved and undesignated end of fiscal year
General Fund surplus shall be reserved in the General Fund Balance Reserve.
The General Fund Balance Reserve shall not exceed five percent of the
appropriations from the General Fund for the prior fiscal year without
legislative authorization.

(1), (2) [Repealed.]
(3) Of the funds that would otherwise be reserved in the General Fund
Balance Reserve under this subsection, 30—percent—of—any—sueh—funds the

following amounts shall be reserved as necessary and transferred from the
General Fund to-the e

Fund—eslﬁa-b%zs#ed—byé—ll&él—jg—% as Zollows

(A) 25 percent to the Vermont State Retirement Fund established by
3V.SA. §473; and

(B) 25 percent to the Postretirement Adjustment Allowance Fund
established in 16 V.S.A. § 1949a.
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* * * Fffective Dates * * *
Sec. 19. EFFECTIVE DATES

This act shall take effect on July 1, 2022, except that Sec. 17 (FY 2022
appropriation) shall take effect on passage.




