
Response to Nancy Chapman’s Questions (2/25/2023  9AM email) 
originally raised by Lisa Brinton and Bryan Meek 

 
By Henry M Dachowitz  2/25/23  11AM 

 
 
Re Norwalk’s Post-Retirement Benefit Plan (OPEB Trust) 
 
Attached please find several pages of Hooker & Holcombe’s (consulting actuaries) “Municipal 
Pension & OPEB Report 2022.”   
 
H&H states that with this report they “seek to help you understand how the current trends have 
impacted pension and post-retirement benefit plans using data extracted from the Comprehensive 
Annual Financial Reports (CAFRs) submitted by local municipalities in Connecticut for the fiscal 
year ending June 30, 2021.” 
 
On page 17 they state only 45% of CT municipalities have an OPEB Trust Fund; 55% are 
unfunded.  For those funded by a trust fund, “the average funded ratio is 43.1%.”  The graph on 
page 18 shows that per data for FYE June 30, 2021 only 8% of all plans are funded above 80%.   
 
I have also attached several pages from the preliminary draft report from our consulting actuaries, 
Cavanaugh Macdonald, on “the Annual Valuation of the City of Norwalk Other Post-Employment 
Benefits Plan.” This report also uses data for valuation as of July 1, 2021. 
 
Cavanaugh Macdonald’s report indicates that Norwalk’s OPEB Trust Fund is funded at 96.5% as 
of July 1, 2021. This was an increase of 44.9% from the 66.6% ratio as of July 1, 2019. 
 
Page 1 of the Cavanaugh Macdonald report (attached) is a Summary of Principal Results.  It 
indicates that in the two years from the July 1, 2019 valuation to the one of July 1, 2021, the Actuarial 
Value of the Trust’s assets increased 23.4% from $99.3MM to $122.6MM.  The Actuarial Liability 
declined 14.7% from $149.1MM to $127.1MM. Consequently, the Unfunded Accrued Liability declined 
by 91.0% from $49.7MM to $4.5MM. 
 
The bottom of the summary calculates the Actuarially Determined Employer Contribution (ADEC): it 
declined in the two-year period from $9.80MM as of 7/1/19 to $2.46MM as of 7/1/21 – a reduction of 
$7,336,000 or 74.9%. 
 
The City’s conservative financial policy is to fully fund the ADEC that our actuaries calculate each 
year.  This (a) fully funding policy combined with (b) excellent investment returns recently from 7/1/19 
through 7/1/21, combined with (c) our retirees’ diminished use of healthcare services during this two-
year time period (a phenomenon seen nationwide during COVID) led to the reduction in our Budgeted 
OPEB line item from $11,250,000 in FY23 to $2,460,000 in the Mayor’s Recommended FY2024 
Operating Budget, a decline of $8,790,000 or 78.1%. 
 
The actuaries did warn us that the investment returns for the NEXT valuation as of July 1, 2023 (this 
is performed every 2 years) will probably be much lower, and they have seen other clients’ retirees 
“bouncing back” from COVID with a greater usage of healthcare services.  So, we are bracing for 
future ADEC’s to be significantly higher than this year’s $2.5MM. 
 
Lisa Brinton’s allegation of “taking $9 million from the retirement funds” to fund the City’s 0.75% 
budget increase, and Bryan Meeks’s claim that “$8.8 million is being taken out of the retirement 
healthcare trust fund to make it look like there is only a 0.75% budget increase” are inaccurate.  



Their statements are also misleading implying that the City is improperly using Employees’ Post-
retirement Health Benefit Funds to fund our Operating Budget.  This is diametrically opposed to the 
facts – all the funds deposited into the OPEB Trust plus all the investment earnings on those deposits 
remain in the OPEB Trust Fund to pay retiree benefits, and, in fact, Norwalk’s OPEB Trust Fund is 
one of the best-funded plans in the state of Connecticut. 
 
 
Re the City’s Rainy Day Fund Drawdown 
 
I have also attached slide #9 titled “FYE2024 Mayor’s Recommended Budget – Fund Balance” 
from the slide show which I used to present the Mayor’s Recommended FY2024 Operating 
Budget to the Finance Committee, the Board of Estimate & Taxation, and to the full Common 
Council on Feb. 9, Feb. 13, and Feb. 14, 2023, respectively. 
 
It clearly indicates that the City has planned to use a portion of its Rainy Day Funds to offset tax 
increases to its residents for the last six (6) budgets, from FY2019 to FY2024.  FY22 and 23 are 
a little different than other years because we budgeted to also use Federal ARPA Grant funds to 
offset tax increases – in FY2022 where we originally planned to use $13MM of ARPA funds as a 
tax offset, the budgeted Rainy Day Fund drawdown was zero ($0).  In our current FY2023 budget 
we reduced the planned use of ARPA funds to $7MM and increased our planned use of Rainy Day 
Funds to $4MM. 
 
For the Mayor’s Recommended FY2024 Operating Budget, given the economic uncertainties of 
the next 18 months, we increased our planned use of Rainy Day funds to $6MM. 
 
Please note that the use of Rainy Day funds has nothing to do with the calculation of budget line 
item increases for the Board of Education and all the other City departments. 
 
The Mayor’s Recommended FY2024 4.0% increase for the Board of Education and 0.75% 
increase for all the other City departments is calculated first; then after we make adjustments for 
elderly tax relief programs, other relief programs, and an allowance for tax appeals and a reserve 
for uncollected accounts, we calculate a subtotal called the Gross Tax Levy.  The sum of the 
departmental budgets plus those adjustments give us the gross (largest amount) of costs we must 
cover. 
 
We then calculate the three (3) sources of revenues which lower the Gross Tax Levy – these 
include (1) Other Tax Revenues (back tax collections and supplemental auto taxes), (2) Non-tax 
revenue (departmental receipts, interest and penalties, intergovernmental funds, investment 
income, and miscellaneous receipts), and (3) Fund Balance Transfers, where we show Rainy Day 
Fund Drawdowns. 
 
After reducing the Gross Tax Levy for these sources of revenue, our subtotal is called the Net Tax 
Levy – that is the amount of funds we must raise by our tax levies on Real Estate, Business 
Personal Property, and Motor Vehicle Taxes (because we must generate enough taxes to balance 
our budget). 
 
So, you see the Rainy Day Fund Drawdowns have nothing to do with the budget increases by 
department – they are simply a strategic way for the Mayor, Common Council and Board of 
Estimate & Taxation to reduce the ultimate Mill Rates and Taxes Raised from our residents which 
are necessitated by the Net Tax Levy. 
 


