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Office of the State Treasurer
Mission Statement

To manage the financial resources within our purview effectively and efficiently and to promote prudent financial 
practices in the State of Vermont.

Vision Statement

The overall vision of the State Treasurer’s Office is to be the best office of the treasury in the U.S.A. This vision is 
further defined to state that the Treasurer’s Office staff will:

•	 Give Vermont taxpayers an excellent value.

	 Excellent value to Vermont taxpayers implies highly competent investment and funds management;       	
	 and initiative and creativity to “leave no stone unturned” with regard to either maximizing returns on
	 investments or achieving maximum savings without compromising other office objectives.

•	 Offer the best customer service possible.

	 Excellent customer service implies an effort to understand customer needs, a timely and appropriate
	 response, and a proactive approach to solving problems. 

•	 Deliver the highest quality operational services.

	 Providing high-quality services requires the pursuit of operating practices within the office that utilize
	 valuable resources efficiently.

•	 Create a productive employee work environment.

	 A productive employee work environment implies teamwork, satisfied and motivated staff, and an
	 appropriate set of core objectives and values.

Integrity above all
Supported by honesty, fairness, trust, and self-reflection.

A strong team spirit
Supported by open communication, mutual respect and support, and consistent treatment of all.

Desire for excellence
Supported by professionalism, accountability, and pride in work.

CORE VALUES & SUPPORTIVE BEHAVIORS
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Our Commitment to Vermonters

The State Treasurer’s Office manages money that belongs to all 
citizens of Vermont. The Treasurer and staff are committed to doing 
this honestly, efficiently, responsibly, and professionally. The Treasurer’s 
office operates as a business, serving the needs of Vermonters while 
working to save the taxpayers money and earn the highest possible 
investment returns in its funds within acceptable risk parameters. 
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Letter of Transmittal

TO:	 Members of the General Assembly
	 Honorable Peter Shumlin, Governor
	 Citizens of Vermont

Key Accomplishments
Passage of Act 74 brought 
about change aimed at 
financially fortifying the 
system for the long-term 
while, at the same time, 
remaining responsive to 
the needs of current and 
future retirees.

It has been a pleasure to serve as Vermont’s State Treasurer for eight years. The 
2010 Annual Report for the Office of the State Treasurer represents my final 
report as Treasurer, as I leave this position to serve as Secretary of Administration. 
Throughout my tenure as Treasurer, my office has worked diligently to provide 
Vermont taxpayers with excellent value in operational performance and customer 
service. You will see that value reflected in the accomplishments detailed in this 
report. Many of the projects completed represent not only excellent work by the 
Treasurer’s Office staff, but also exemplary work by a range of groups that have 
partnered with us to implement long-term solutions to the fiscal challenges that 
impact all Vermonters.

Below are just a few of the accomplishments of the past year.

The Treasurer’s Office worked with the Administration, State Legislature, 
and the Vermont NEA to modify the Vermont State Teachers’ Retirement 
System plan. Passage of Act 74 brought about change aimed at financially 
fortifying the system for the long-term while, at the same time, remain-

ing responsive to the needs of current and future retirees. Key changes were made 
concerning normal retirement age, contribution rates, and retirement health care 
benefits. Full details of the changes may be found in the Retirement Division 
Operations section of this report.

The Treasurer’s Office launched a new financial literacy program for Ver-
mont elementary school students. The Reading is an Investment program 
is being used in 108 schools throughout the state, reaching more than 
21,000 students. The program highlights the importance of reading and 

teaching young children basic personal finance concepts. Each year, participating 
schools receive several new hardback books that have a personal finance theme 
and a curriculum guide with lesson plans and activities linked to the books. At the 
same time, students are encouraged to read books from a “money reading list” and 
send a completed reading log to my office for a drawing to win one of ten $250 
college savings accounts.

The Treasurer’s Office and the Agency of Transportation worked with the 
State’s bond counsel, financial advisor, and an economic consultant to 
launch the State’s Special Obligation Transportation Infrastructure Bond 
(TIB) program. The TIB bonds are repaid exclusively from the Motor 

Fuel Transportation Infrastructure Assessment of 2 percent of the price of gas and 
$0.03 per gallon of diesel fuel. While the measure creating the assessment was 
passed by the State Legislature in 2009, my office waited until July 2010 to offer 
the bonds to allow the State to first take advantage of federal stimulus monies to 
fund transportation projects.

☑

☑

☑
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LETTER OF TRANSMITTAL 

Vermont’s ratings remain 
the highest of all six New 

England states, and one of 
the highest ratings in the 

United States. 

The Treasurer’s Office
 continued to pay out a

 record number of
 unclaimed property

 claims. Approximately
 $4.9 million in claims was 
paid to 14,142 claimants.
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Sincerely,

Jeb Spaulding
State Treasurer

The Treasurer’s Office implementation of a new computer system for 
retirement achieved an important milestone in 2010. The new Vermont 
Pension Administration System, or VPAS, was made functional in No-
vember for data processing on all active retirement system members. This 

sets the foundation for the completion of the project for later in 2011. When fully 
operational, VPAS will replace the office’s 30-year-old legacy computer system and 
will feature a fully integrated browser-based pension system. Members will be able 
to access their retirement information via a secure web portal.

Vermont received a recalibrated AAA (highest) rating for our General Ob-
ligation bonds from Fitch Ratings and maintained its credit rating of Aaa 
(highest) from Moody’s Investors Service. Vermont’s rating remained AA+ 
(second highest) from the Standard and Poor’s Rating Group. Vermont’s 

ratings remain the highest of all six New England states, and one of the highest 
ratings in the United States.

The Treasurer’s Office managed an increased number of retirements from 
the Vermont State Retirement System. For 2010, the division processed 
1,023 retirements from the State, teachers’ and municipal employees sys-
tems combined compared with 907 retirements in 2009.  July 2010 was 

the busiest month as 520 individuals retired, accounting for more than half of all 
new retirees.

The Treasurer’s Office continued to pay out a record number of unclaimed 
property claims. Approximately $4.9 million in claims was paid to 14,142 
claimants. This represents a 61 percent increase in the number of claims 
paid versus 2009.

Looking to the upcoming year, the Treasurer’s Office will continue work to ensure 
that the Vermont State Retirement System remains financially sustainable for years 
to come. To that end, we will continue our discussions with the Vermont State 
Employees Association regarding potential adjustments to the State employees’ 
retirement system. We also will maintain our vigilant role as caretaker of the more 
than $3.2 billion in pension assets. The investment performance of these assets has 
significantly rebounded from the global economic downturn of 2008. The return 
on investments is once again in the double-digits. As of September 30, 2010, 
the composite investment return for the preceding 12 months for the three State 
retirement systems was 13.2 percent. 

The Treasurer’s Office and its staff, under the new leadership of Treasurer Beth 
Pearce, remain available to work with you in the upcoming 2011 legislative session 
and welcome your inquiries. You may also find additional information on-line by 
visiting the web site at www.VermontTreasurer.gov.

☑

☑

☑

☑
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About the Treasurer’s Office

Executive Office
(802) 828-1452

Jeb Spaulding
State Treasurer

Beth Pearce
Deputy Treasurer

Lestyn Mattison
Executive Staff Assistant

The State Treasurer’s Office serves as the State’s banker and chief investment 
officer. We handle money that belongs to all of the citizens of Vermont. We are 
committed to managing these funds honestly, efficiently, and responsibly, and to 
maintaining Vermont’s hard-earned reputation as a fiscally sound and disciplined 
state. Specific administrative and service duties as prescribed by State statutes 
include:

•	 Investment of State funds.

•	 Issuing all State bonds authorized by the General Assembly.

•	 Serving as the central bank for State agencies.

•	 Management of the State’s cash balances, processing of 

checks, and the reconciliation of payroll and vendor checks.

•	 Safeguarding and return of unclaimed or abandoned 

financial property, which is held in trust by the State until 

the rightful owner can be located.

•	 Administration of three major pension plans, the deferred 

compensation plan, and the defined contribution plan for 

State employees, teachers, and participating municipalities.

Office Organization
	 The State Treasurer’s Office is organized into an executive office and five 
divisions. The executive office is responsible for overall strategic planning, legisla-
tive initiatives, constituent relations, debt management, financial literacy, and 
supervision of the divisions.
	 The Treasury Operations Division is responsible for the State’s banking, 
cash management, and financial transaction services. The Retirement Division ad-
ministers three public retirement systems authorized by the legislature (see report 
section on Vermont Retirement Systems). Debt Management and Investment Ser-
vices provides cash, investment, and debt management for the State of Vermont 
and the three pension systems administered by the office. The Unclaimed Property 
Division serves as the caretaker of abandoned or unclaimed financial property, 
while seeking to return it to its proper owner. Technology Services is responsible 
for developing and maintaining automated systems, providing appropriate access 
to information, maintaining the office web site, and maintaining the overall secu-
rity of the office network and automated interactions with other State department 
and entities outside of State government. 4
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ABOUT THE TREASURER’S OFFICE

The retirement specialist team from left 
to right: Laurie Lanphear, Tina Kawecki, 
Nancy Dimick, and Kathleen Kretzer.

Employee Team of the Year
	 The State Treasurer’s Office “Employee of the 
Year” selection for 2010 was a team of people known 
for their hard work and excellent customer service. The 
Retirement Specialist Team was recognized for consis-
tently meeting the challenge of providing responsive 
service to State, teacher and municipal members of 
the three State retirement systems. Retirement special-
ists Laurie Lanphear, Tina Kawecki, Nancy Dimick, 
and Kathleen Kretzer were honored at a May 3 public 
service recognition week luncheon. “The team, most 
notably, completed hundreds of estimates and dozens of 
counseling sessions just related to the 2009 retirement 
incentive for State employees,” noted Treasurer Jeb 
Spaulding in announcing the team’s recognition. “Their 
work allowed State employees to make informed deci-
sions regarding the timing of their respective retirement dates. They completed 
this work in a matter of weeks during the office’s busiest time of year.”

Organizational Chart
	 There are 34 staff members working within the State Treasurer’s Office. 
Below is the office organizational chart. The organizational chart and staff listings 
in this report are effective as of December 20, 2010.

State Treasurer
Jeb Spaulding

Deputy State Treasurer
Beth Pearce

Executive Staff 
Assistant

Lestyn Mattison

 Financial Literacy &
Communications

Director
Lisa Helme

Investment & Debt
Management Director 

Stephen Wisloski

Retirement Operations
Director

Michael Clasen

Retirement Operations
Retirement Specialist I

Tina Kawecki

Retirement Operations
Financial Administrator II

Jennifer Lilley

Retirement Operations
Retirement Specialist I

Kathie Kretzer

Retirement Operations
Program Technician I

Cheryl Taylor

Retirement Operations
Program Technician II

Katie McSorley

Retirement Operations
Retirement Specialist I

Nancy Dimick

Retirement Operations
Program Technician I

Alice Cloud

Retirement Customer
Response

Representative
Monica Chiren

Retirement Operations
Program Technician I

Jaime Meredith

Retirement Operations
Program Technician II

Wendy Lee

Unclaimed Property
Director

Albert LaPerle

Unclaimed Property 
Program Technician I

Kitty Bolduc

Unclaimed Property 
Program Technician I

Linda Bouffard

Technology Services
Director

Ram Verma

Technology Services
Systems Developer III

Dan Allen

Technology Services
Network Admin II

Lane Safford

Contracts & VPIC
Coordinator

Donna Holden 

Retirement Project 
Manager

Marge Sweeney

Retirement & Policy
Outreach
Director

Cynthia Webster

Treasury Operations
Director

John Booth

Treasury Operations
Financial Specialist II

Gayle Rowe

Treasury Operations
Financial Specialist II

Becky Brockway

Treasury Operations
Financial Specialist II

Joanne Costantini

Treasury Operations
Cash & Investments

Manager
Dan Currier

Treasury Operations
Financial Specialist III

Ron Baldauf

Treasury Operations
Financial Specialist III

Lisa Gilman

Unclaimed Property 
Business Administrator

Nancy Scribner

Retirement Operations
Chief Retirement 

Specialist
Laurie Lanphear

Vermont State Treasurer’s Office
Organization ChartVermont State Treasurer’s Office
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Vermont Retirement Systems

Boards Administration
(802) 828-2302

Cynthia Webster
Executive Secretary of the Boards 
and Director of Retirement Policy & 
Outreach

Monica Chiren
Assistant to the Boards

ACCOMPLISHMENTS IN 2010
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	 The boards have a great responsibility that entails balancing the needs of 
their members with the escalating cost of addressing those needs, while provid-
ing secure and adequate benefits after retirement. With more than 12,990 retirees 
currently receiving pensions totaling more than $186 million annually, the task 
is challenging. In addition to the existing retirees, the demographics of the three 
systems reflect that another 8,000 plus members will be eligible to retire within the 
next five years.

Boards’ Accomplishments & Updates

Retirement plans administered by the State Treasurer’s Office serve approximately 
45,500 active and retired members. These plans serve members of the Vermont 
State Employees’ Retirement System (VSERS), Vermont State Teachers’ Retirement 
System (VSTRS), and the Vermont Municipal Employees’ Retirement System 
(VMERS). Each system is statutorily overseen by a board of trustees.

•	 The teachers’ board (VSTRS) continued to expand the 403(b) Invest-
ment Program implemented in 2009 for school employees across the 
state. The initial enrollment endeavor resulted in 25 supervisory unions 
adopting the TRS 403(b) program, which grew to 29 by the end of 
2010. At the end of September, 2010, the participant count had grown 
to 1,398, up from 1,139 at the end of September, 2009 and assets had 
grown to $15.24 million, as compared to $6.54 million as of September 
30, 2009.  

•	 The teachers’ board voted to add two new socially responsible invest-
ment funds to the 403(b) investment line-up, which will be available to 
participants in early 2011.

•	 The teachers’ board successfully advocated for full actuarial funding of 
the retirement system for the fifth year in a row.

•	 With the assistance of the Vermont Education Health Initiative, through 
which the teachers’ board obtains the medical insurance that is offered 
to retired teachers, premiums for the medical plans available to retirees 
have remained at the same level for three years in a row for Medicare-el-
igible retirees, and increased by just 3 percent for non-Medicare eligible 
retirees.   

•	 The teachers’ board successfully supported legislation that made chang-
es to the pension benefits and access to health care benefits in retirement 
that will assist in funding and sustaining the system for all active and 
retired members in the future. 

•	 The State and teachers’ boards successfully combined efforts to negoti-
ate an attractive contract with a new investment manager for the Single 
Deposit Investment Accounts.
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VERMONT RETIREMENT SYSTEMS

*Membership of the Three Boards
 of Trustees

Kevin Gaffney, Chair, VSEA
Roger Dumas, Vice Chair, VRSEA
Jeb Spaulding, State Treasurer
James Reardon, Commissioner
Dept. of Finance & Management
Caroline Earle, Commissioner
Dept. of Human Resources
Richard Johannesen, Governor’s 
Appointee
Jeff Briggs,VSEA
Paul White, VSEA
Tom Hango, Alternate-VSEA
Al Blake, Alternate-VRSEA

Vermont State Employees’
 Retirement System

Vermont State Teachers’
 Retirement System

Jon Harris, Chair, Active Teachers
Joe Mackey, Vice Chair, Retired 
Teachers’ Association
Tom McConnell, Active Teachers
Linda Deliduka, Alternate, VRTA
Jeb Spaulding, State Treasurer
Thomas Candon, Banking, Insur-
ance, Securities & Health Care 
Administration
Vaughn Altemus, Department of 
Education

Vermont Municipal Employees’
 Retirement System

Steve Jeffrey, Chair, Employee
Representative
Peter Amons, Vice Chair, Employee 
Representative
Jeb Spaulding, State Treasurer
James Quinn, Employee
Representative
Tom Golonka, Appointed Employer 
Representative

* The State Treasurer is an ex officio mem-
ber of all three boards.
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	 The boards of trustees are statutorily charged with establishing rules and 
regulations for the administration of their systems and for the transaction of their 
business. The boards delegate the day-to-day administration of the plans to the 
Retirement Division staff, utilizing the governing statutes and board-established 
rules and policies as guidelines. If questions arise, or if a member or retiree does 
not agree with a decision made by staff, they may appeal to their board for re-
consideration. 
	 The Attorney General’s Office provides legal counsel to the boards when 
necessary. The boards also are charged with approving regular retirement applica-
tions, disability retirement applications, and withdrawals from membership. Each 
board of trustees acts as a fiduciary of the funds held on behalf of its members and 
retirees. The boards are required to keep a record of their proceedings, which are 
open to the public. Each board designates an actuary to make an annual valuation 
of the assets and liabilities of the funds of the system. Based on the actuarial rec-
ommendation, the State and teachers’ boards advise the Governor on the annual 
amount of State contribution that should be appropriated for the next fiscal year 
to achieve and preserve the financial integrity of the funds. 

The Boards of Trustees

	 Warren Whitney, former Chair of the Vermont State Retirement Board, 
retired at the end of 2009 and, as a result, resigned his position as VSEA active 
employee representative on the board. Paul White, former VSEA Alternate, as-
sumed his seat on the board for the remainder of his term, and Jeff Briggs was ap-
pointed as the VSEA Alternate to replace Paul White. In September of 2010, both 
Paul White and Jeff Briggs were re-elected as VSEA employee representatives on 
the board, and Tom Hango was elected to the alternate seat. In September 2010, 
Joseph Healy, VRSEA Alternate on the Vermont State Retirement Board, resigned 
due to health reasons, and Allen Blake was appointed to fill his term.
	 In July of 2010, legislation was enacted that changed the make-up of the 
Vermont Municipal Employees’ Retirement System Board of Trustees. The board 
now consists of:
•	 State Treasurer;
•	 Two employee representatives, who shall at all times during their term of 

office both be contributing members of the system and have completed five 
years of creditable service and be elected by the membership of the system;

•	 One employer representative, who shall at all times during his/her term of of-
fice be a member of a governing body, the chief executive officer, or a supervi-
sor as defined in 21 V.S.A., § 1502(13), of an employer participating in the 
system and be elected by the governing bodies of the system employers; and

•	 One employer representative, who shall at all times during his/her term of of-
fice be a member of a governing body, the chief executive officer, or a supervi-
sor as defined in 21 V.S.A., § 1502(13), of an employer participating in the 
system appointed by the governor from a list of not less than three nomina-
tions jointly submitted by the Vermont League of Cities and Towns and the 
Vermont School Boards Association. 

Board Changes in 2010

•	 The State board (VSERS) implemented an annual review process to 
target and distribute inactive 457 Deferred Compensation de minimus 
accounts.

•	 The municipal board (VMERS) approved requests to join the system 
from the governing bodies of five municipal entities.

(As of Dec. 20, 2010)
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Retirement Division Operations

Retirement Operations
(802) 828-2305
(800) 642-3191 (toll-free in Vermont)

Michael Clasen, Retirement Operations Director

Cynthia Webster, Retirement Policy & Outreach Director

Laurie Lanphear, Chief Retirement Specialist

Monica Chiren, Retirement Customer Service 

Alice Cloud, Program Technician I

Nancy Dimick, Retirement Specialist I

Tina Kawecki, Retirement Specialist I

Kathleen Kretzer, Retirement Specialist I

Wendy Lee, Program Technician II

Jennifer Lilley, Financial Administrator II

Katherine McSorley, Program Technician II

Jaime Meredith, Program Technician I

Marge Sweeney, Retirement Project Manager

Cheryl Taylor, Program Technician I

Overview
The vast majority of State employees, teachers, and municipal employees partici-
pate in a defined benefit pension plan. Under such a plan, the employee upon 
retirement receives a monthly benefit, based on years of employment and salary 
history. The largest expenditure for all three defined benefit plans is the retire-
ment benefit. During fiscal year 2010, the three retirement systems paid out more 
than $186 million in monthly benefit payments. As noted in the appendices, page 
50, the benefit payout number continues to rise as more employees retire and as 
retirees live longer. This will put a continued burden on the systems and increases 
the need to meet annual funding requirements. In addition, both the Vermont 
State Employees’ Retirement System (VSERS) and the Vermont State Teachers’ 
Retirement System (VSTRS) have traditionally offered health insurance to their 
members by picking up a large portion of the premium – 80 percent for retired 
teachers and 80 percent for retired State employees and their dependents. In fis-
cal year 2010, these health care expenses for the two retirement systems totaled 
more than $38.1 million. The Vermont Municipal Employees’ Retirement System 
(VMERS) does not offer a health insurance plan, but instead instituted a health 
retirement savings plan in fiscal year 2008.

•	 The Retirement Division staff met with 1,077 individual members to 
provide retirement counseling during fiscal year 2010. It is noteworthy 
to point out that the staff conducted these counseling appointments 
while at the same time devoting significant time to testing the new 
VPAS pension administration system.

•	 The staff calculated more than 7,200 retirement estimates for prospec-
tive retirees and conducted 64 member informational sessions across 
the state with 1,496 individuals in attendance.

•	 The months of June, July and August are typically the busiest months of 
the year for the staff in the Retirement Division. This year was excep-
tionally busy as the office retired 520 individuals effective July 1. Of 
this number, teachers made up the greatest share of new retirees at 434, 
followed by 34 State employees and 52 municipal employees. The office 
currently averages approximately 900 new retirees in total each year 
across all three systems. The 520 retirees for July 1 accounted for more 
than half of all new retirees in one year. 

•	 The legislature approved changes to the Vermont State Teachers’ Re-
tirement System through passage of Act 74 (formerly H.764). The Act 
became effective on July 1, 2010. Changes were made in two categories. 
Category one changes applied to VSTRS members who were within five 
years of normal retirement as of June 30, 2010. Normal retirement is 
age 62 or 30 years of service. Category two changes applied to members 
who were not within five year of normal retirement as of the end of 
June. All members, whether in category one or two, had their contribu-
tion rate increased from 3.4 percent to 5 percent of gross salary effective 

ACCOMPLISHMENTS IN 2010
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RETIREMENT DIVISION OPERATIONS

July 1, 2010. For members in category one, normal retirement remained 
at age 62 or 30 years of service, whichever is earlier. For category two 
members, normal retirement was changed to age 65 or the Rule of 90 
(combination of age and years of creditable service).  Early retirement 
stayed at age 55, but will have an actuarial reduction applied instead 
of the previous 6 percent per year reduction. The maximum allowable 
benefit increased from 50 percent to 60 percent of Average Final Com-
pensation (AFC). The value of each year of service (called the multiplier) 
was increased from the current 1.67 percent per year to 2 percent per year 
for each year accrued after reaching a total of 20 years of service. More 
detailed information regarding the changes to the Teachers’ Retirement 
System, including changes to the health care benefit, can be found in 
the actuarial accrued liability determinations section and OPEB section 
of this report. As a result of these changes, the retirement staff provided 
member-specific information to hundreds of active and vested deferred 
teachers prior to June 30, 2010 and the staff are to be commended for 
their efforts. Many of these information requests were for purchase of 
service costs and retirement estimates.

Serving Members’ Needs
  The primary function of the Retire-
ment Division staff is to serve the 
needs of the active contributing 
members and retired members receiv-
ing benefit payments. On the active 
member side, the Retirement Divi-
sion oversees enrollments, transfers, 
refunds, processing of employee and 
employer contributions, and adjust-
ments to members’ accounts. On the 
retiree side, the division oversees the 
issuance of payroll, changes to depen-
dents, adjustments to payments, and 
replacement checks. Other responsi-
bilities include employee re-instate-
ments, calculation of buy-backs and 
refunds, disability retirements, and 
determination of survivor benefits. 
The division manages an extremely 
high volume of inquiries by phone, e-
mail, and face-to-face appointments. 
The division’s accountant maintains 
all retiree data and ensures the timely 
processing of approximately 12,000 
pension payments each month. The 
division staff continues to respond 
to member inquiries regarding the 
security of their retirement benefits, as 
the performance of the national and 
state economies remain a concern.
The table below provides an update of 
division activities. With 45,500 active, 
vested and retired members, our staff-
to-member ratio is one staff person for 
every 3,500 members.

UPDATES

Retirement Division Performance Indicators

Retirement Re-engineering Project

	 Retirement Division staff have spent the past four years working on the 
development and implementation of a new computer system, referred to as VPAS 
(Vermont Pension Administration System). In many cases, the staff  devoted con-
siderable time to the VPAS project while still managing to complete the work as-
sociated with their ongoing “day jobs.” When fully operational, VPAS will replace 
the division’s 30-year-old legacy computer system. The VPAS project is structured 
into three phases: imaging phase; retiree benefit payment phase; and the active 
member salary, contributions, and service credit phase. The imaging and benefit 
payment phases are complete. Most of the changes were internal and allowed for 
more efficient and faster processing of new retirements and changes to existing 
retiree accounts. The VPAS also houses all of the data in one system and is backed 
up on a daily basis. The current plan is to begin rolling out the active member 
functionality in phases, to be completed by the end of fiscal year 2011. This phase 
also will house all data in VPAS and allow for automation of a number of different 
business processes, such as benefit estimate calculations and annual benefit state-
ment production. Future enhancements to VPAS include a web-based member 
self-service feature that will allow active employees, as well as retirees, the ability 

2010 2009 2008 2007 2006
Estimates 7,231 7,999 6,377 8,213 8,672
Individual Counseling 1,077 1,196 1,136 1,173 1,050
Retirements 1,023 907 867 788 785
Withdrawals 1,386 937 945 1,507 1,485
Deaths 291 316 368 333 278
Seminars 64 90 61 88 51
Semiar Attendance 1,496 1,623 1,285 1,881 1,381

Activity

 9
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RETIREMENT DIVISION OPERATIONS

to review their accounts on-line. Every aspect of the daily business of the division 
has been impacted by the implementation of VPAS. This solution will provide 
the State of Vermont with a stable, state-of-the-industry, fully-integrated pension 
administration solution that will allow the division to operate its business more 
efficiently and effectively. The new system also will provide an infrastructure that 
lends itself to changing technology and provide a broader framework for admin-
istering the system. Additionally, customers’ needs for increased access to services 
and more timely information will be met.

Historical Overview
     In accordance with State statutes, 
each retirement system is adminis-
tered by a board of trustees. (See Ver-
mont Retirement Systems section in 
this report.) The boards administer the 
State’s three defined benefit pension 
plans and two defined contribution 
plans, with day-to-day administration 
provided by the Treasurer’s Office. The 
Vermont State Employees’ Retirement 
System (VSERS) is a single-employer 
public employee defined benefit 
retirement system that covers sub-
stantially all general State employees 
and State Police. The Vermont State 
Teachers’ Retirement System (VSTRS) 
covers nearly all public day school 
and nonsectarian private high school 
teachers and administrators, as well as 
teachers in schools and teacher train-
ing institutions within and supported 
by the State that are controlled by the 
State Board of Education. The Vermont 
Municipal Employees’ Retirement Sys-
tem (VMERS) is a multiple-employer 
public employees’ retirement system. 
Employer contributions are made by 
the participating municipalities. It is 
designed for school districts and other 
municipal employees that work on a 
regular basis and also includes em-
ployees of museums and libraries, if at 
least half of that institution’s operating 
expenses are met by municipal funds.
     The State established an optional 
defined contribution plan for exempt 
State employees effective January 1, 
1999. The VMERS board added a new 
optional defined contribution plan 
that may be offered by participat-
ing employers effective July 1, 2000. 
Although the division has contracted 
with a third-party administrator (Fidel-
ity Investments) to handle the invest-
ment options and day-to-day book-
keeping responsibilities of both of 
these DC plans, the Treasurer’s Office 
is responsible for providing new hires 
with information, counseling, and 
comparisons of projected benefits un-
der both plans. Staff members process 
all transfers between the plans, and 
receive and transmit all contributions 
on behalf of the defined contribution 

(continued page 14)

Pension Funding
	 The State appropriates funding for pension costs associated with the 
VSERS and VSTRS plans. Currently, the State’s contribution to each system is 
based on percentage rates of each member’s annual earnable compensation. These 
rates include a “normal contribution” rate and an “accrued liability contribution” 
rate and are calculated based upon the liabilities of each system as determined 
by actuarial valuations. The State was statutorily responsible for contributions to 
the VMERS’ pension accumulation fund, prior to July 1, 1987. However, since 
July 1, 1987, all payments to the system’s pension accumulation fund are sup-
ported entirely by employer (municipal) and employee contributions. Employers 
make quarterly payments into the pension accumulation fund. These payments 
are percentages of annual earnable compensation for each membership group and 
consist of a “normal” and an “accrued liability” portion. The percentage rates of 
such contributions are fixed on the basis of the liabilities of the system pursuant to 
actuarial valuations.

Actuarial Valuation - Methods and Assumptions
	 Actuarial valuations involve estimates of the value of reported amounts 
and assumptions about the probability of occurrence of events far into the future. 
Actuarially determined amounts are subject to continual revision as actual results 
are compared with past expectations and new estimates are made about the future. 
The actuarial method for both the VSTRS and the VSERS plans is set by State 
statute. Through fiscal year 2005, the method used was entry age normal (EAN) 
with frozen initial liability (FIL). The legislature enacted a statute change revising 
the method to entry age normal without FIL for the actuarial valuation for the 
year ending June 30, 2006. This change in method effectively reset the starting 
balance. Under the previous method, set by State statute, the unfunded liability 
was frozen at 1988 levels. Any impact of underfunding subsequent to the “freez-
ing” of the liability in 1988 falls to normal cost, instead of being added to the un-
funded liability as in more conventional funding methods. In the case of VSERS, 
changing the method did not have a significant impact because the contributions 
received closely mirrored the actuarial requirements. However, the 30-year period 
for amortization of the unfunded actuarial accrued liability was restarted effective 
July 1, 2008.

Actuarial Accrued Liability Determinations

	 In the case of VSERS, the actuarial accrued liability for current retired 
members, terminated vested members, and beneficiaries is $863,268,086. The ac-
tuarial accrued liability for current active and inactive members is $696,056,207. 
Together, the total actuarial accrued liability comes to $1,559,324,289. The actu-
arial value of assets is $1,265,404,195, resulting in an unfunded accrued liability 
of $293,920,094. 
	 Under legislation enacted in fiscal year 2008, VSERS benefits were modi-
fied in three respects for members hired on or after July 1, 2008. First, the maxi-
mum benefit payable was increased from 50 percent to 60 percent of the average 10
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Comparative Membership Information--Vermont Retirement System

June 30, 2010 June 30, 2009 Percent
Active Members Change
     Vested 5,628 5,752 -2.16%
     Not Vested 2,154 2,343 -8.07%
            Total Active Members 7,782 8,095 -3.87%
     Average Age 47.01 46.95 0.13%
     Average Service 12.57 12.65 -0.63%
     Average Compensation 50,608$ 49,971$ 1.27%

Retired Members and Benficiaries
     Number 5,201 4,797 8.42%
     Annual Retirement Allowances 80,723,060$ 73,179,785$ 10.31%

Inactive Members 857 939 -8.73%

Terminated Vested Members 765 798 -4.14%

June 30, 2010 June 30, 2009 Percent
Active Members Change
     Vested 7,994 8,076 -1.02%
     Not Vested 2,515 2,723 -7.64%
            Total Active Members 10,509 10,799 -2.69%
     Average Age 47.10 47.07 0.06%
     Average Service 13.80 13.77 0.22%
     Average Compensation 53,492$ 52,004$ 2.86%

Retired Members and Benficiaries
     Number 6,146 5,910 3.99%
     Annual Retirement Allowances 95,664,775$ 91,393,401$ 4.67%

Inactive Members 2,853 2,655 7.46%

Terminated Vested Members 718 721 -0.42%

June 30, 2010 June 30, 2009 Percent
Active Members Change
     Vested 3,777 3,585 5.36%
     Not Vested 2,828 2,948 -4.07%
            Total Active Members 6,605 6,533 1.10%
     Average Age 48.05 47.80 0.52%
     Average Service 7.77 7.34 5.86%
     Average Compensation 30,644$ 29,316$ 4.53%

Retired Members and Benficiaries
     Number 1,644 1,538 6.89%
     Annual Retirement Allowances 10,609,198$ 10,149,148$ 4.53%

Inactive Members 1,842 2,015 -8.59%

Terminated Vested Members 585 554 5.60%

Vermont State Employees' Retirement System

State Teachers' Retirement System of Vermont

Vermont Municipal Employees' Retirement System
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final compensation (AFC). Second, the eligibility condition for an unreduced ben-
efit changed from the attainment of age 62 or 30 years of service to a “rule of 87.” 
Third, for members not eligible for an unreduced benefit, the reduction for early 
retirement changed from a uniform 6 percent per year to one determined on a 
service-based schedule. Due to the relatively small number of participants affected 
by the hire date incorporated in these changes, the actuary reports a minimal 
impact on the normal cost and accrued liability. The remaining significant provi-
sion of the same legislation made changes to retiree cost of living (COLA) adjust-
ments. The annual COLA applicable to the benefits of Group F members retiring 
after July 1, 2008, rose from 50 percent of the annual increase of the Consumer 
Price Index (CPI) to 100 percent of the annual increase in the CPI index, up to 
a ceiling of 5 percent effective January 1, 2014. Only current Group F members 
who were actively contributing into the system on June 30, 2008 and retire on or 
after July 1, 2008, are eligible for the enhanced COLA in 2014. Group F mem-
bers who terminated service or transferred to another group plan prior to June 
30, 2008, are not eligible for the new COLA unless they return to active Group F 
service after July 1, 2008, and prior to retirement. The total net actuarial loss for 
the VSERS system from June 30, 2009 to June 30, 2010 is $20,876107. Invest-
ment experience from the smoothing of assets accounted for $18,552,665 of this 
actuarial loss. Other significant factors impacting the actuarial loss were COLA 
experience with a gain of $19,948,790, offset by retirement experience with a loss 
of $19,969,509.

	 In the case of VSTRS, in December 2007, an experience study was 
conducted for the teachers’ system for the period covering July 1, 2002 through 
June 30, 2007. As a result of this experience study, performed by Buck Consul-
tants, and recent changes adopted by the system’s Board of Trustees, changes in 
the actuarial assumptions were made in beginning the valuation report for the 
period ending June 30, 2008. No assumption changes were made in the valua-
tion report for the period ending June 30, 2010. The assumptions are the same as 
those used in the prior valuation of VSTRS, except for changes in the retirement 
decrement needed to reflect changes in the retirement eligibility conditions under 
the VSTRS, which are described below. The 30-year period for amortization of the 
unfunded actuarial accrued liability was restarted effective July 1, 2008.  
	 Effective July 1, 2010, a number of changes were made to the VSTRS 
based on changes enacted by the State Legislature. For Group C members who are 
within five years of normal retirement as of July 1, 2010, the maximum allow-
able benefit will increase from 50 percent of Average Final Compensation (AFC) 
to 53.34 percent, provided that the service needed to earn a benefit in excess of 
50 percent of AFC is rendered after July 1, 2010.  For Group C members who 
are not within five years of normal retirement as of July 1, 2010, eligibility for 
normal retirement was changed from age 62 or completion of 30 years of service, 
to attainment of age 65 or satisfaction of the “rule of 90.”  Reductions for early 
retirement are changed from 6 percent per year by which commencement of 
benefits precedes age 62 to factors based on the VSTRS’s definition of actuarial 
equivalence. Maximum benefits for members of this group are increased from 50 
percent to 60 percent of the AFC. The benefit multiplier was increased from 1.67 
percent per year to 2 percent per year of service in excess of 20 years. 

members.
     The Retirement Division also 
administers a deferred compensation 
(457) program for State and mu-
nicipal employees, and has recently 
expanded to teachers, and a 403(b) 
tax-sheltered investment program 
available to school district employ-
ees.
     There also is a single depository 
investment account (SDIA)--a tax-
sheltered account funded through 
employee transfers to a non-contrib-
utory system for State employees and 
teachers. This is a closed fund with 
no new additional contributions. The 
SDIA funds are not available to the 
members until they retire or termi-
nate employment. As of June 30, 
2010, there were 2,015 SDIA mem-
bers, with net assets of $81.39 mil-
lion. Great-West Retirement System 
provides third-party administration 
for these services. 
     The office administers a Retiree 
Health Savings plan for VMERS mem-
bers. While health insurance is not 
available to retired municipal mem-
bers, this plan provides a vehicle to 
set aside limited funds to reimburse 
retirees for medical expenses.
     The State Employees’ Post-employ-
ment Benefit Pension Trust Fund (an 
OPEB Trust Fund) was established in 
fiscal year 2007 as an irrevocable trust 
fund for the purpose of accumulating 
and providing reserves to support 
VSERS retiree post-employment 
benefits. While additional State ap-
propriations may be made to this 
fund, contributions to date include 
medical subsidy reimbursements 
from the federal government for the 
Medicare D program and contribu-
tions to pay health care premiums 
for current retirees. During fiscal year 
2010, the State contributed $22.3 mil-
lion (including $1.4 million Medicare 
D reimbursement received from the 
federal government) to this fund. The 
fund had total assets of $7,897,382 as 
of June 30, 2010.

(continued from page 12)
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In the case of VSERS, the actuarial accrued liability for current retired mem-
bers, terminated vested members, and beneficiaries is $863,268,086. The 
actuarial accrued liability for current retired members, terminated vested 

members and beneficiaries of VSTRS is $1,011,709,949 and the actuarial ac-
crued liability for current active and inactive members is $1,110,481,546.
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FUNDING PROGRESS OF
THE RETIREMENT SYSTEMS

VSERS

VSTRS

VMERS

Year 
Ended 

June 30

Actuarial 
Value of 
Assets

(a)

Actuarial 
Accrued 
Liability 
(AAL)

(b)

Unfunded 
AAL 

(UAAL)
(b-a)

Funded 
Ratio
(a/b)

Covered 
Payroll

(c)

UAAL as a 
Percentage 
of Covered 

Payroll
((b-a)/c)

2010 $376,153 $409,022 $ 32,869 92.0% $202,405 16.2 %
2009 331,407 366,973 35,566 90.3% 191,521 18.6%
2008 348,740 343,685 (5,055) 101.5% 175,894 -2.9%
2007 325,774 309,853 (15,921) 105.1% 162,321 -9.8%
2006 288,347 276,552 (11,795) 104.3% 148,815 -7.9%
2005 259,076 248,140 (10,936) 104.4% 146,190 -7.5%
2004 232,890 225,092 (7,798) 103.5% 135,351 -5.8%
2003 222,854 218,533 (4,321) 102.0% 126,216 -3.4%
2002 193,278 176,109 (17,169) 109.7% 106,986 -16.0%
2001 177,928 158,786 (19,142) 112.1% 101,873 -18.8%
2000 161,900 138,697 (23,203) 116.7% 87,147 -26.6%
1999 137,454 114,481 (22,973) 124.6% 70,808 - 32.4%
1998 113,678 102,005 (11,673) 111.4% 87,328 - 17.3%
1997 96,196 85,686 (10,510) 112.3% 70,800 -14.8%
1996 81,396 73,401 (7,995) 110.9% 68,700 -11.6%
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	 The actuarial accrued liability for current retired members, terminated 
vested members and beneficiaries of VSTRS is $1,011,709,949 and the actuarial 
accrued liability for current active and inactive members is $1,110,481,546. The 
total actuarial accrued liability is $2,122,191,495. The actuarial value of assets 
is $1,410,368,434, resulting in an unfunded accrued liability of $711,828,061. 
The total net actuarial gain for VSTRS from June 30, 2009 to June 30, 2010 is 
$1,612,796. Investment experience, including smoothing, accounted for a loss of 
$26,279,596. Other significant factors increasing the actuarial loss were expenses 
other than investment expenses of $19,287,498. These losses were offset by gains 
in mortality among retirees, beneficiaries, and terminated vested participants of 
$12,346,155, gains in COLA experience of $22,127,398, and retirement experi-
ence gains of $13,027,972. 

Defined Contribution Plan 
	 State Defined Contribution Plan: Established in 1999, the State’s defined 
contribution plan had 592 participants and net assets of $37,061,751 as of June 
30, 2010. Under the defined contribution plan, which is modeled after private 
sector 401(k) plans, employees contribute 2.85 percent of their annual salary to 
their individual accounts. The State makes a fixed contribution of 7 percent to each 
employee’s account. Employees are responsible for making all investment decisions. 
Fund line-ups are negotiated by the Treasurer’s Office and included in the con-
tract with plan administrator, Fidelity Investment. At retirement or termination, 
employees receive the amount of contributions in their accounts, plus investment 
earnings. The defined contribution plan provides portability for an increasingly 
mobile workforce. The plan offers 11 mutual funds in equity, balanced, and fixed 
income asset classes, and age-based “life-cycle” funds that rebalance a multi-asset 
class portfolio of mutual funds appropriate to the age of the plan participant. Op-
tions include a stable value fund that has insured principal value; an intermediate 
term bond fund; a balanced fund of stocks and bonds, large-, mid- and small-
capitalization domestic equity funds; and an international equity fund. The plan is 
self-directed with respect to investment selection, meaning that participants elect 
investment options consistent with their risk and reward preferences along with 
the timing of their need to access funds. In calendar 2007, the State modified and 
renewed its contract with the plan’s administrator following a lengthy RFP (Re-
quest for Proposals) process. The new contract provides for increased flexibility to 
change investment options when warranted, and the plan continues to be provided 
to participants without costs above the fund investments’ intrinsic expense ratios. 
	 Municipal Defined Contribution Plan: The Vermont Municipal Employ-
ees’ Retirement System was given statutory authority in 1999 to approve a defined 
contribution plan for its members. The board implemented a defined contribution 

VSTRSVSERS

Unfunded actuarial accrued liability, June 30, 2009		  326,506,488		  727,758,506
Normal cost						         42,730,487		     39,336,165
Contribution paid					     (54,536,763)		  (67,678,259)
Interest on unfunded liability, normal cost & contribution	    28,256,987		     60,548,902
Actuarial gains & losses/experience			    (20,876,107)		       1,612,796
Incorporation of temporary salary decreases		   (69,913,212)		              n/a
Changes in benefit provisions				               n/a			  (46,529,457)
Unfunded actuarial accrued liability, June 30, 2010	                 1,559,324,289		  711,823,061
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plan on July 1, 2000. The plan provides the employer municipality with the first 
option of deciding whether or not to offer a defined contribution plan to its em-
ployees. Once a municipality elects to offer the plan to all eligible employees or to 
specific employment groups, an individual employee has the choice to remain with 
the defined benefit plan or transfer to the new defined contribution plan. New 
employees of municipalities offering both a defined contribution plan and a de-
fined benefit plan have a choice of either plan. As of June, 30, 2010, there were 70 
contributing municipalities with 590 participants and net assets of $13,380,432.

Deferred Compensation: 457 & 403(b) Plans 
	 The deferred compensation program has been available since 1979 as a 
savings option for State employees, municipal employees, employees of agencies 
such as VEDA and VHFA, and members of the General Assembly. The program is 
administered by Great-West Retirement Services. Since the deferred compensation 
plan qualifies as a Section 457 plan under the Internal Revenue Code, the portion 
of salary that is deferred is not taxed at the time of deferral. On June 30, 2010, the 
plan had 6,410 participants. Total assets in the plan were valued at $238.02 mil-
lion. Participating employees made contributions in the amount of $17.49 million 
to the plan during fiscal year 2010.

UPDATE: Retiree Health 
Savings Plan

  In July of 2007, the Vermont Munici-
pal Employees’ Retirement Systems 
(VMERS) Board of Trustees created 
a Retiree Health Savings (RHS) Plan 
administered by ICMA-RC. The RHS 
Plan was designed to provide mem-
bers and retirees with funds which 
could be used on a tax-free basis to 
reimburse medical expenses and in-
surance premiums incurred and paid 
for after retirement. The VMERS board 
determined that all active and retired 
members that had paid contributions 
into the VMERS for a minimum of five 
years as of June 30, 2006, would be 
eligible to participate in the RHS plan. 
On July 2, 2007, the board distributed 
more than $5 million into 3,545 active 
member accounts and 1,159 retired 
member accounts. The RHS Plan 
money is invested into individual, 
age appropriate Milestone accounts 
at ICMA-RC. Active members cannot 
use the RHS Plan funds until they 
begin to draw their VMERS pension 
benefits. Retired members may use 
the money at any time for medical 
and insurance expenses incurred 
and paid after July 1, 2007. A second 
contribution of $3.5 million was made 
into the RHS accounts on August 1, 
2008, and a third contribution of ap-
proximately $2.5 million was made in 
February of 2009, for a total combined 
deposit of $11 million. From Janu-
ary 1, 2008, through December 31, 
2009, more than $1.15 million was 
disbursed to retired members seeking 
reimbursement for their medical and 
premium expenses. On June 30, 2010, 
there were 5,226 active and retired 
members participating in the VMERS 
RHS plan.  Investments in member 
accounts as of June 30, 2010 totaled 
$9,554,653. Comments from retirees 
who have used their RHS money 
continue to be very positive and ap-
preciative. Many feel it makes a very 
real difference in being able to pay for 
their medical care, and even in decid-
ing whether to go to their physician 
or not.

Single Deposit Investment Account Update

	 The Single Deposit Investment Account (SDIA), a non-contributory 
defined contribution plan reported in the Pension Trust Funds, was established 
according to the provisions of Public Act 41 of the 1981 Session. The SDIA was 
intended to provide an investment vehicle in which to deposit contributions made 
by members of the State and Teachers’ contributory retirement systems who vol-
untarily elected to transfer to the newly established non-contributory retirement 
systems. In addition to the initial deposits made into the SDIA in 1981, there 
were three subsequent opportunities (in 1984, 1987, and 1990) for contributory 
members to transfer to the non-contributory plans and invest their accumulated 
contributions and interest in the SDIA. No new monies have been invested in the 
SDIA since 1990.  As of June 30, 2010, there were 2,015 SDIA members, with 
net assets of $82,093,423. Administrative services for the SDIA are provided by 
Great-West Retirement Services. Great-West administers the day-to-day activities 
of the SDIA, including maintaining all demographic and beneficiary information, 
processing all requests for withdrawals and minimum distributions, and maintain-
ing member account value information.

	 A 403 (b) Investment Program for public school districts was implemented 
on January 1, 2009. The program allows school employees to deduct money from 
their wages on a tax-deferred basis that may be invested in a variety of mutual funds 
during the employee’s working years. The 403(b) contributions reduce taxable 
wages during employment, and the money accumulates tax-free until the funds 
are withdrawn after retirement. At that time, all of the money is taxable as regular 
income to the participant. The program is administered by Great-West Retirement 
Service. The initial enrollment endeavor resulted in 25 supervisory unions adopting 
the 403(b) program.  Participation in the 403(b) Investment Program for public 
school districts continued to grow in 2010. There are currently 29 supervisory 
unions that have adopted the program. As of September, 2010, 1,398 school em-
ployees were participating in the program and assets had grown to $15.24 million.

As of September, 2010, 1,398 school employees were 
participating in the program and assets had grown 

to $15.24  million.
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Other Post-Employment Benefits (OPEB): Health Care
Vermont State Employees’ Retirement System

	 Employees retiring directly from active State service for any reason, may 
carry whatever coverage is in effect at that time into retirement for themselves and 
their dependents. During the lifetime of the retiree, currently only 20 percent of 
the cost of the premium is paid by the retiree. If the retiree chooses the joint and 
survivor pension option, and predeceases his or her spouse, the medical benefits 
may also continue for the spouse, along with the pension. However, generally the 
surviving spouse must pay 100 percent of the cost of the premium. In addition, 
once retirees become eligible for Medicare coverage (at age 65) it is mandatory 
that they enroll in both Medicare Part A and Part B, making Medicare the prima-
ry insurer. If an employee, other than a Group C member, does not retire directly 
from State service, he or she is not eligible to participate in the State’s medical in-
surance plan. Group C members who terminate with 20 or more years of service, 
but are not yet 50, may pick up the medical coverage at the time they begin retire-
ment benefits. If the insurance is terminated at any time after retirement, coverage 
will not be able to be obtained again at a later date. Based on legislation enacted 
during fiscal year 2008, Group F employees hired after July 1, 2008, will receive a 
tiered retiree health care reimbursement based on years of service. This group also 
may recapture (access) subsidized health insurance at 80 percent upon initiation 
of retirement benefits in a manner comparable to regular retirements. This applies 
even if the employee terminated prior to his or her early retirement date, provid-
ing the member has 20 years of service. 
	 As of June 30, 2010, 3,885 retirees were enrolled in the medical plan in 
the single, spouse, and family plan options. The retirees contributed $6 million in 
premiums and incurred $30.7 million in claims expenses for the fiscal year ending 
June 30, 2010. The State’s fiscal year 2010 contributions to this trust fund totaled 
$22.3 million which included a $1.4 million Medicare D reimbursement received 
from the Federal Government. The trust fund then paid premium payments of 
$20.9 million (calculated on a pay-as-you-go basis) to the State’s Medical Insur-
ance Fund. At June 30, 2010, the trust fund has total assets of $7,897,382 being 
held in trust for postemployment benefits other than pension benefits. 

Vermont State Teachers’ Retirement System

	 VSTRS retirees participate in multi-employer health coverage plans oper-
ated by the Vermont Education Health Initiative (VEHI) which is managed jointly 
by the Vermont School Boards Insurance Trust and the Vermont-National Educa-
tion Association. VEHI partners with Blue Cross Blue Shield to provide health 
insurance to retired and active teachers. VSTRS members have access to three plans 
in retirement that are identical to those offered to active teachers in Vermont’s 
public school systems. Members may pick up medical coverage under one of the 
plans for themselves and all eligible dependents at the time of retirement, or any-
time thereafter during semi-annual open enrollment periods. The system pays 80 
percent of the retiree’s premium only, for members with a minimum of 10 years of 
creditable service. Payment is based on the cost of the “standard plan” as defined by 
statute. The retiree pays the full cost of the premium for all covered dependents. 
	 As of June 30, 2010, 4,280 retirees are enrolled in the single, spouse, and 
family medical plan options. The retirees contributed $10.96 million in premiums 
and the system contributed $17.6 million in premiums and paid $17.2 million 
on a pay-as-you-go basis, during fiscal year 2010. VEHI incurred $30.7 million in 
retiree claims expense for the fiscal year ending June 30, 2010.   
	 The actuarial valuation reflects plan changes in health care coverage effec-
tive July 1, 2010. The changes affect future retirements only as no changes were ad-
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opted for those retired prior to July 1, 2010. Eligibility criteria and premium shar-
ing levels were revised for active employees who did not attain 10 years of service as 
of June 30, 2010. In addition, the plan now offers subsidized spousal coverage for 
the first time. For new hires and those with less than 10 years of service as of July 
1, 2010, there is no subsidized coverage for those retiring with less than 15 years 
of service at retirement, 60 percent single coverage at 15 years, 70 percent single 
coverage at 20 years and 80 percent single or spousal coverage at 25 years. Current 
employees with more than ten years of service as of July 1, 2010 continue with the 
current 80 percent coverage. At 25 years of service, employees in this category are 
generally eligible to elect subsidized spousal coverage at retirement.
	 Once a retiree becomes eligible for Medicare coverage (at age 65), it is 
mandatory that they enroll in both Medicare Part A and Part B.  Medicare becomes 
the primary insurer and the VSTRS’s medical plans become the secondary insurer. 
Two of the plans offered become “carve-out” plans to coordinate with Medicare, 
and one of the plans is replaced with a true Medicare supplemental plan. The 
premiums for all plans are reduced in accordance with the decrease in liability once 
Medicare becomes the primary insurer.  

OPEB Funding Status

	 The State’s independent actuary has prepared valuations of the OPEB 
liabilities for VSERS and VSTRS as of June 30, 2010. This is the fifth annual 
OPEB valuation for each system. Both the VSERS and VSTRS reports present 
two separate calculations of the State’s OPEB liability, depending on whether the 
liability would be prefunded or remain on a pay-as-you-go basis. Since the VSERS 
has accumulated some assets, a third blended calculation is also included. The 
Vermont Municipal Employees’ Retirement System (VMERS), a cost-sharing, 
multiple-employer public employees’ retirement system, is administered by the 
State but has no associated state health care benefit or liability. While the Vermont 
Municipal Employees Health Benefit Fund is classified as a post-employment 
benefit fund, there is no accrued liability in excess of the assets of the fund. There 
is no annual required contribution and unfunded actuarial accrued liability. Com-
ponent units and authorities of the State will perform their own valuation as the 
State does not assume the risk or financial burden for their health care costs. The 
funding status of the plans, with amounts in thousands of dollars, as of June 30, 
2010, is below.

Actuarial UAAL as a
Actuarial Actuarial Accrued Unfunded Percentage of
Valuation Value of Liability AAL Funded Covered Covered

 Date Assets (AAL) (UAAL) Ratio Payroll Payroll

  6/30 (a) (b) (b-a) (a/b) ( c ) ((b-a)/c)

VSRS (1)
2010 $7,897 $925,183 $917,286 0.9% $414,936 221.1%

STRS (2)
2010 $0 $703,751 $703,751 0.0% $560,763 125.5%

(1)	 Reflects blended discount rate of  4.25%.

(2)	 Discount rate is 4.0%, reflecting no pre-funding.
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Actuarial valuations involve estimates of the value of reported amounts and 
assumptions about the probability of occurrence of events far into the future. 
Actuarially determined amounts are subject to continual revision as actual results 
are compared with past expectations and new estimates are made about the future. 
The schedule of funding progress, presented as required supplementary infor-
mation immediately following these notes to the financial statements, presents 
multi-year trend information about whether the actuarial values of plan assets are 
increasing or decreasing over time relative to the actuarial accrued liabilities for 
benefits.

OPEB Actuarial Valuation: Methods and Assumptions
	 For VSERS, the actuarial accrued liability for OPEB obligations earned 
through June 30, 2010 is $925.2 million with an unfunded actuarial liability of 
$917.3 million. This is an increase as compared to the June 30, 2009 unfunded 
actuarial liability of $775.0 million. The net increase in liability was greater than 
expected, primarily due to demographic experience different than expected; per 
capita claims cost increases in excess of expected; an update to the healthcare 
cost trend assumption; and expansion of coverage of adult children to age 26 as 
required under health care reform legislation.

	 To fully amortize this liability over a 30-year period utilizing an amortiza-
tion with installments increasing at a rate of 5 percent per year would require an 
ARC commencing at $67 million for fiscal year 2011 and projected to increase 
to $300.6 million in fiscal year 2041. If, however, prefunding is assumed, the 
actuarial accrued liability is reduced to $543.1 million with an unfunded actu-
arial liability of $535.2 million and the ARC is calculated to commence at $44.1 
million for fiscal year 2011, projected to increase to $181.6 million for fiscal year 
2040.  Upon retirement of the unfunded accrued liability, the projected normal 
cost in fiscal year 2041 on a prefunding basis is $74.8 million. The fiscal year 2011 
State budget funds the current year expected benefit payments of approximately 
$27 million, which is less than the ARC applicable under either funding basis 
	 The health care trend cost rate assumption was modified to extend the 
period until the ultimate trend rate is reached from two years to eight years in 
order to reflect general market expectations. Age morbidity factors were adjusted, 
eliminating the assumed increase in cost for ages above 65 for prescription drug 
costs for Medicare-eligible participants in light of recent internal studies of claims 
experience for credible retiree populations comparable to the population cov-
ered by the system. Assumed costs for pre-65 medical and prescription drug and 
Medicare-eligible medical costs continue to reflect age adjustments. All other 
assumptions, including the assumed discount rate, were the same as those used in 
2009.
	 An OPEB trust has been established for VSERS funded in part, as re-
quired by statute, through the deposit of Medicare-D subsidies received for state 
employees’ prescription programs. Therefore the VSERS system reflects a “blended 
rate” reflecting some level of prefunding, resulting in an assumed discount of 4.25 
percent instead of the pay-as-you-go liability calculated at 4 percent. 
	 An OPEB valuation was also completed for VSTRS. An OPEB trust has 
not been created for VSTRS and no prefunding has been made. As noted above, 
an experience study was completed for the VSTRS retirement system. Valuation 

Actuarial valuations involve estimates of the value of reported 
amounts and assumptions about the probability of occurrence 

of events far into the future.
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assumptions were updated to reflect the post-retirement benefit plans changes and 
the effects of changes to pension benefits adopted concurrently. Retirement rates 
were updated in order to reflect expected retirement patterns under the revised 
pension benefits. Assumptions regarding incidence of spouse coverage and spouse 
age difference are introduced. Benefits are attributed to expected date of retirement, 
consistent with the new tiered structure. Finally, the valuation no longer reflects 
age-morbidity factors, as it is has been determined that VSTRS liabilities are fully 
insured and any implicit rate subsidy is completely born by the VEHI health insur-
ance purchasing arrangement. There were no changes to the discount rate. 
	 For VSTRS, assuming no prefunding, the actuarial accrued liability and 
the unfunded actuarial liability for OPEB obligations earned through June 30, 
2010 is $703.8 million. This is a reduction compared to the unfunded actuarial 
liability of $872.2 million as of June 30, 2009.  The net decrease on the liability 
was primarily due to an increase in plan premiums smaller than expected; removal 
of assumed age-morbidity factors as outlined above; and changes to eligibility and 
cost-sharing plan provisions effective July 1, 2010, including associated changes in 
assumptions and the attribution method. 
	 To fully amortize this liability over a 30-year period utilizing an amortiza-
tion with installments increasing at a rate of 5 percent per year would require an 
ARC commencing at $41.5 million for fiscal year 2011 and projected to increase 
to $161.7 million in fiscal year 2041.  If, however, prefunding is assumed, the 
actuarial accrued liability and the unfunded actuarial liability is reduced to $374.1 
million and the ARC is calculated to commence at $26.8 million for fiscal year 
2011, projected to increase to $110.4 million for fiscal year 2040. Upon retirement 
of the unfunded accrued liability, the projected normal cost in fiscal year 2041 on a 
prefunding basis is $34.9 million. 
	 Actuarial valuations involve estimates of the value of reported amounts 
and assumptions about the probability of occurrence of events far into the future. 
Actuarially determined amounts are subject to continual revision as actual results 
are compared with past expectations and new estimates are made about the future.

Vermont Retirement Systems -- Year Ended June 30, 2010
Summary of Operations

Vermont Vermont State Municipal 
State State Teachers Employees 

Category Retirement Retirement Retirement Retirement
System System-OPEB System System

Employee Contributions 22,840,354$ 0 25,315,397 10,711,600
Employer Contributions 31,468,884$ 20,888,347 40,545,321 10,592,919
Other Income 227,524$ 1,640,420 1,817,540 203,549
Investment Income (Reduction) 182,593,261$ 480,064 208,723,610 47,598,096

Retirement Benefits 79,001,908 0 96,448,102 11,073,098
Refunds 1,521,440 0 1,183,659 1,127,574
Health/Life Insurance Expenses 0 20,860,032 17,203,669 0
Administrative Expenses 891,477 0 1,078,762 393,947
Other Expenses 568,278 0 303,741 795,522

Addition (Reduction) to Net Assets
  Held In Trust for Pension Benefits 155,146,920$ 2,148,799$ 160,183,935$ 55,716,023$

Vermont Retirement Systems -- Year Ended June 30, 2010
                    Summary  of Operations

SOURCES OF FUNDS

APPLICATION OF FUNDS

’ ’
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Financial Literacy
(802) 828-3706

Lisa Helme
Financial Literacy & 
Communications Director

The Treasurer’s Office remains committed to promoting, supporting, develop-
ing and delivering financial education resources to Vermonters. For more than 
three years, the Treasurer’s Office has worked on financial literacy efforts that have 
provided resources to groups ranging from elementary-age children to Vermont 
seniors. The Treasurer’s Office has been pleased to support financial literacy ef-
forts within the state’s non-profit community; work with banks, credit unions, and 
financial service businesses; and provide programs and resources to teachers and 
administrators within Vermont’s public schools.

The Treasurer’s Office work in 2010 focused on introducing financial education 
resources for our youngest school-age Vermonters through the debut of the new 
Reading is an Investment program for elementary school students. The office also 
continued program work in support of preparing for retirement; financial readi-
ness for military families; providing organizational support for the annual Vermont 
Jump$tart educators conference; running the annual Vermont high school Reserve 
Cup competition and statewide financial literacy poster contest.

ACCOMPLISHMENTS IN 2010

•	 Developed and introduced new Reading is an Investment program for 
Vermont elementary schools. The program is being used in 108 el-
ementary schools, reaching approximately 21,000 students. 

•	 Conducted three financial readiness workshops for soldiers and their 
families through the Yellow Ribbon support efforts of both the Na-
tional Guard and Air Guard. Approximately 230 people participated in 
the workshops. 

•	 Provided organizational support for the Vermont  Jump$tart Coali-
tion’s annual educators conference.  More than 110 people attended 
the conference,  the majority being high school and middle school  
teachers.

•	 Conducted eight “Keeping the Gold in Your Golden Years” retirement 
planning workshops, serving 183 people.

•	 Managed the annual Vermont high school Reserve Cup competition 
in partnership with the Federal Reserve Bank of Boston. Seven high 
school teams competed for the state championship in a knowledge 
based competition on personal finance and economics. South Burling-
ton High School placed first.

•	 Managed the annual statewide financial literacy poster competition 
in partnership with the National Foundation for Credit Counseling, 
Vermont Bankers Association, and the Consumer Credit Counseling 
Service of New Hampshire and Vermont. Tens schools participated and 
77 posters were entered in the contest.

Overview
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UPDATES

  Vermont-specific results from a 
FINRA Foundation (Financial Industry 
Regulatory Authority) study that ex-
amined how Americans manage their 
money, shows Vermonters continue 
to be worried about their personal 
finances. As part of FINRA’s 2010 
nationwide survey of 25,000 Ameri-
cans, approximately 500 households 
participated from Vermont. In terms of 
making ends meet, nearly two-thirds 
(66 percent) of Vermont respondents 
reported facing difficulties in covering 
monthly expenses and paying bills. 
Sixty-seven percent of the Vermont re-
spondents also reported that they did 
not have “rainy day” funds set aside 
for anticipated emergencies. Few 
Vermonters compared the terms of 
financial products or shopped around 
before making financial decisions. 
Sixty percent of Vermont respondents 
who have a credit card did not com-
pare credit card offers when they last 
obtained a card and 53 percent of the 
Vermont survey group who currently 
had car loans did not compare offers 
from different lenders when they 
obtained their loan.

NEW: 	Vermont Results 
on Money Management 
Survey

Reading is an Investment
	 The Treasurer’s Office introduced a new statewide financial literacy 
program designed to highlight the importance of reading and teaching young 
children basic personal financial concepts. The Reading is an Investment program 
aims to increase school book collections in personal finance; give teachers and 
librarians related curricular resources, and encourage students to read books that 
teach money concepts. There are 108 Vermont elementary schools that signed up 
to participate in the new program, representing approximately 21,000 students.
	 The program takes a two-prong approach to promoting financial lit-
eracy—class or library instruction and personal reading. Each fall, participating 
elementary schools receive two or three new hardback books. A curriculum guide 
is sent with the books that has lesson plans and activities linked to the books. 
Teachers and librarians can use the materials to teach students personal finance 
concepts.
	 At the same time, students are encouraged to participate in a personal 
financial literacy reading program. School librarians received a recommended 
reading list for the year of titles that focus on basic financial concepts. Students 
who read at least three books from the list and complete personal reading require-
ments can send a completed reading log to the Treasurer’s Office for entry in a 
statewide drawing for one of ten $250 accounts in the Vermont Higher Education 
Investment Plan—Vermont’s official 529 college savings plan. 
	 The program is underwritten by contributions to the Financial Literacy 
Trust Fund. The fund was created by the State Legislature in 2008 and authorizes 
the State Treasurer to receive money from a variety of sources to fund financial 
literacy programs. Major sponsors of the program are the Windham Foundation 
and the TD Bank Charitable Foundation.
	 The program has received much positive feedback. Here is a sampling of 
the response.
	 “We were delighted to get all of the high quality books and materials last 
month. I presented the program to our faculty at our beginning of school in-
service and the teachers were excited about the program. Each year Stamford holds 
a month-long Reading Celebration (this includes a Breakfast with Books day, 
a Community Reader’s Day, incentives, etc) in Feb/March and we’d like to use 
Reading as An Investment for this year’s theme.”
	 “I have talked to all the classes about the program, and read Money Mad-
ness with many of the classes (K-6). I have a display in the library with the other 
titles from the list and I am getting a good response from the children regarding 
the books. Thank you.”

“As a parent, I would like to thank you for this program idea. 
What an awesome way to promote to children both reading and 
saving for college, both are so important! My daughters were so 

excited to be a part of this. Thank you.”

Adult Financial Literacy

Third grade students at C.P. Smith 
Elementary School participate in a 
bartering exercise. The Reading is an 
Investment curriculum incorporates 
interactive exercises into each lesson.

	 The Treasurer’s Office continued its support of the Vermont National 
Guard and Vermont Air Guard by conducting financial readiness workshops at 
their Yellow Ribbon briefing events held for deploying troops and their families. 
The office conducted three financial readiness workshops, reaching approximately 
230 people. The 45-minute workshop covered three personal finance areas: orga- 21
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nizing your finances, budgeting, and credit. 
	 “The success of each of these events can be directly attributed to your 
(Treasurer’s Office) participation. Your generous contribution of your time and 
expertise is invaluable to our soldiers and their families as they prepare for the year 
of separation. On behalf of the Yellow Ribbon staff, thank you.”
	 The ongoing economic challenges facing Vermont families have contin-
ued to fuel interest in personal finance subjects. In particular, the Treasurer’s Office 
received an overwhelmingly positive response from the state workforce to our fall 
offering of the “Keeping the Gold in Your Golden Years” workshop. The work-
shop teaches adults how to complete a retirement needs calculation. That work 
includes determining how much money each individual will need in retirement; 
how to assess current retirement savings progress; and how to implement a plan to 
ensure each participant will have adequate financial resources in retirement. Eight 
workshops were held, reaching 183 people. A waiting list of more than 80 people 
remains for this class. The Treasurer’s Office will conduct more classes in January 
and February of 2011. The following are two comments from workshop partici-
pants.
	 “Thank you for the workshop. It was very helpful that I didn’t feel that I 
was dealing with a salesperson trying to sell a policy. I feel a lot better about what 
I need to do to prepare, a lot less freaked out.”
	 “I feel that this should be started when (someone) becomes a State em-
ployee and then (offered) again in their later years to help these young people to 
understand that they can do it.”
	 The Treasurer’s Office maintains a financial literacy section on its web site. 
We continue work to improve the site and functionality. Data supplied through 
Google Analytics indicates that visits to these pages rose in 2010. More than 4,000 
unique visitors came to the site in 2010, compared to approximately a thousand 
unique visitors in 2009. As opportunity arises, the Treasurer’s Office promotes a 
unique url to the site: www.MoneyEd.Vermont.gov.

FINANCIAL LITERACY

Reserve Cup

“My name is Kelly and I’m a business teacher.  I wanted to let
 you know that your page, http://www.vermonttreasurer.gov/

financial-literacy/parents-kids, is very informative and helpful! 
I found it when I was doing some research for a lesson plan on 

money and teenagers.”

	 For the second year, the Treasurer’s Office sponsored the Vermont Cham-
pionship Reserve Cup Challenge for high school students. The event is organized 
in partnership with the Federal Reserve Bank of Boston, with volunteer support 
provided by the Vermont Jump$tart Coalition. The state competition is held in 
the spring to select a Vermont winner to represent the state in the fall at the New 
England regional competition in Boston. The purpose of the competition is to 
promote student interest in and knowledge of personal finance, economics, and 
consumer affairs topics. In 2010 there were seven high schools that participated. 
The participating schools were: Green Mountain Technology & Career Center; 
Harwood Union High School; Lamoille Union High School; Mt. Mansfield 
Union High School; North Country Career Center; South Burlington High 
School; and Windsor High School. The championship was won by South Burling-
ton High School.
	 Twenty-seven students took the time to complete an evaluation. The 
majority of the students described the event as fun, well organized, with good 
food, and very informative. (One student said of the event, “It was very cool.”) 

South Burlington High School won the 
2010 Vermont Reserve Cup challenge 
and celebrate their victory.
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They overwhelmingly liked the competition aspect of the event including meeting 
other schools and winning trophies and prizes. Several students liked the prestige 
of participating in the competition and others mentioned that economics is one of 
their favorite subjects in school. Teachers were equally positive about the competi-
tion. Teachers liked the academically challenging aspects of the competition and 
said the event underscored the importance of the subject matter the students were 
quizzed on. 
	 “My students really enjoyed the event. It was a nice combination of aca-
demic challenge, social engagement, and food!”

Financial Literacy Poster Contest
	 The theme of the 2010 financial literacy poster contest was “Smart Mon-
ey Choices = A Brighter Future.” The Treasurer’s Office, in partnership with the 
Vermont Bankers Association and Consumer Credit Counseling of New Hamp-
shire and Vermont, sponsored the state-wide competition. This is the third year 
for the state contest. The contest is used as a tool to promote financial education 

“We had a great time discussing and exploring the theme.  I can 
see already ways that it has impacted their choices.”

for youth. Winners of the state-wide competition go on to compete nationally. In 
all, ten schools participated with 77 students entering the competition. The win-
ner of the elementary school division was Charlotte Brace of Union Elementary 
School in Montpelier. The middle school winner was Dejah Lee of the Sharon 
Academy. The high school winner was Haeji Joh of the St. Johnsbury Academy. 
The National Foundation for Credit Counseling conducts the annual nationwide 
competition.

2010 Poster Winners

Elementary School Winner

Middle School Winner

High School Winner
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Debt Management
(802) 828-5197

Stephen Wisloski
Investment & Debt Management  
Director

Current Environment

•	 During calendar year 2010, the State Treasurer’s Office issued five sepa-
rate series of State of Vermont General Obligation Bonds. See sidebar 
next page.

•	 The Treasurer’s Office and the Agency of Transportation worked with 
the State’s bond counsel, financial advisor, and an economic consultant 
to launch the State’s Special Obligation Transportation Infrastructure 
Bond (TIB) program. The TIB bonds are repaid exclusively from the 
Motor Fuel Transportation Infrastructure Assessment (MFTIA) of 2 
percent of the price of gasoline and $0.03 per gallon of diesel fuel. The 
bonds received strong ratings of AA from S&P and Fitch, and Aa2 from 
Moody’s. The State sold its first issue of $14.4 million of TIB bonds 
in July, with an average life of 11.3 years and a true interest cost of 
3.20 percent. The proceeds of the bonds will fund bridge repair and 
construction, including the new Lake Champlain bridge in Addison 
County.

•	 Vermont maintained its General Obligation (G.O.) Bond credit rat-
ings of Aaa (highest) from Moody’s Investors Service (Moody’s), and in 
April received a “recalibrated” AAA (highest) rating from Fitch Ratings 
(Fitch). Vermont’s rating remained AA+ (second-highest) from Standard 
and Poor’s Ratings Group (S&P). Vermont’s ratings remain the highest 
of all six New England states, and one of the highest ratings in the Unit-
ed States. As reported by Moody’s, the State’s critical debt ratios of “net 
tax supported debt per capita” and “net tax supported debt as a percent 
of personal income” also improved to rankings of 36th and 36th among 
the 50 states, respectively (50th is the best ranking).

•	 The Capital Debt Affordability Advisory Committee (CDAAC) recom-
mended increasing the State’s annual bonding level to $76.58 million in 
fiscal year 2012, an increase of 6.6 percent from fiscal year 2011’s autho-
rization of $71.825 million. Additionally, for the first time the CDAAC 
provided an alternative 2-year recommendation of $153,160,000, to 
better-facilitate the State’s capital construction schedule and better-align 
with Vermont’s legislative biennium. The overall recommendation will 
allow for additional funding of capital projects without significant de-
terioration of key financial ratios used by rating agencies. It also main-
tains the State’s credit posture as a triple-A rated state.

ACCOMPLISHMENTS IN 2010

The 2010 municipal bond market conditions were much improved from 2008-
2009. However, marketplace conditions are very changed from just two years ago, 
prior to the worldwide financial crisis. Significant features of this market over the 
past 12 months are:

•	 Record levels of bond issuance. Through November 30, almost $386 billion 
of municipal bonds had been sold. With December’s projected heavy sales 
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2010 Bond Issues

$52,000,000 par amount of 2010 
Series A bonds, consisting of 
$11,200,000 tax-exempt Series A-1 
bonds and $40,800,000 taxable 
Series A-2 BABs. The bonds were 
sold through a competitive offer-
ing, receiving eleven bids. Mor-
gan Keegan & Co. bid the lowest 
true interest cost, of 2.96 percent 
(inclusive the 35 percent BABs 
interest subsidy). The bonds had 
an average life of 11.8 years.

$20,000,000 par amount of 2010 
Series B Vermont Citizen Bonds, 
which were sold to Vermont retail 
investors via a negotiated sale 
with Citi. The bonds had a true 
interest cost of 2.01 percent and 
an average life of 4.9 years.

$38,830,000 par amount of 2010 
Series C refunding bonds, which 
were sold to via a negotiated sale 
with Citi and provided present 
value savings to the State of $2.37 
million. The bonds had true inter-
est cost of 2.78 percent and an 
average life of 7.6 years.

$50,000,000 par amount of 2010 
Series D bonds, consisting of 
$3,750,000 tax-exempt Series D-1 
bonds and $46,250,000 taxable Se-
ries D-2 BABs. The bonds were sold 
through a competitive offering, re-
ceiving eight bids. Morgan Keegan 
& Co., which also won the Series 
A bid, bid the lowest true interest 
cost, of 2.58 percent (inclusive the 
35 percent BABs interest subsidy). 
The bonds had an average life of 
12.8 years.

$25,000,000 par amount of 2010 
Series E Vermont Citizen Bonds, 
which were sold to Vermont 
retail investors via a negotiated 
sale with Bank of America Merrill 
Lynch. The bonds had a true inter-
est cost of 2.23 percent and an 
average life of 5.2 years.

volume, 2010 was on track to match or break the previous annual record of 
$430 billion, set in 2007 just before the crisis.

•	 Record low interest rates. Ongoing economic weakness resulted in contin-
ued very low interest rates. The 10-year triple-A rated benchmark bond rate 
touched 2.17 percent in September 2010, smashing 2009’s previous record 
low of 2.57 percent.

•	 Record volumes of taxable municipal bonds. Aided by the creation of Build 
America Bonds (BABs) and Recovery Zone Bonds as part of the American 
Recovery and Reinvestment Act (ARRA), sales of taxable municipal bonds 
more than quadrupled from 2007 to 2010, and taxables as a percentage of 
total muni bond sales increased from less than 7 percent to almost 35 percent 
during the same time frame.

•	 The near-disappearance of bond insurance. In 2007, almost 50 percent of 
municipal bonds were “credit enhanced” with insurance policies from one of 
seven different insurance firms. In 2010, only one insurance company re-
mained, and only 6 percent of muni bonds were insured. 

•	 The near-disappearance of variable rate bonds. In 2007, almost 25 percent 
of bonds sold were variable rate or auction rate. The auction rate market com-
pletely disappeared in 2008, and by 2010, only 4 percent of bonds were sold 
with variable rates.

•	 Concerns regarding State and local government finances and disclosures. 
The bankruptcy of Vallejo, CA, near-bankruptcy of Harrisburg, PA, and 
persistent budgetary concerns surrounding large states such as California and 
Illinois have brought closer investor scrutiny to municipal bonds. Further, 
the Securities and Exchange Commission’s (SEC) charges of securities fraud 
against New Jersey for inadequate disclosure regarding its pension funds and 
other post-employment benefits (OPEB) signaled the federal government’s 
concerns regarding municipal bond disclosure.

	 During this time frame, the State of Vermont has continued to benefit 
from disciplined debt issuance and debt management policies. These policies 
include moderate levels of bond issuance, careful consideration of debt afford-
ability, strict adherence to credit rating agency guidelines, and strong fiscal budget 
policies to ensure that the State has funds readily available for bond principal and 
interest payments. These efforts are the result of years of attention to rating agency 
and investor interests and concerns and have resulted in the high debt rating that 
the State currently enjoys. In addition, Vermont has avoided the recent problems 
in the municipal markets. Because of its excellent credit ratings, Vermont has 
not needed to rely upon expensive bond insurance. Vermont’s exclusive use of 
fixed-rate debt has enabled the State to avoid any complications arising from the 
failed auction rate and disrupted variable rate securities markets. Vermont has also 
benefitted from its reputation for rigorous and thorough financial disclosure, and 
has steered clear of financial and regulatory concerns. Finally, the State has moved 
quickly to take advantage of the taxable Build America Bonds program, selling 
two “BABs” issues during 2010 and saving several million dollars in borrowing 
costs as a result. 
	 The next general obligation (G.O.) bond issues are planned for autumn of 
2011, and a Special Obligation Transportation Infrastructure bond sale is planned 
for summer 2011.

(Calendar Year 2010)
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Overview

  The State Treasurer’s Office issued 
$72 million aggregate principal 
amount of new money G.O. bonds 
in fiscal year 2010, and $75 million 
in fiscal year 2011. The Treasurer’s 
Office also sold $38.83 million of 
refunding bonds in fiscal year 2010, 
which provided present value debt 
service savings to the State of $2.37 
million. Finally, the Treasurer’s Of-
fice sold $14.4 million of Vermont’s 
first-ever Special Obligation Trans-
portation Infrastructure Bonds (TIB) 
at the beginning of fiscal year 2011, 
just in time for peak construction 
season.	
  The Treasurer’s Office tentatively 
plans to sell the second series of 
TIB bonds during summer of 2012, 
and plans to sell one or two issues 
of G.O. bonds to fund Capital Bill 
projects in autumn of 2012. In addi-
tion, the State continues to monitor 
opportunities to refinance existing 
debt to achieve cost savings.

UPDATE: Bond Issues

New England General Obligation Bond Ratings
STATE     		  FITCH 		       MOODY’S		  S&P

Vermont		    AAA		           Aaa			   AA+
Connecticut		    AA		           Aa2			   AA
Maine			     N/A		           Aa2			   AA
Massachusetts		    AA+		           Aa1			   AA
New Hampshire		    AA+		           Aa1			   AA
Rhode Island		    AA		           Aa2			   AA

	 The Treasurer’s Office, in conjunction with the Administration and State 
Legislature, has historically set a course of maintaining modest levels of new 
authorizations of long-term debt and net tax-supported debt outstanding. As a 
result, bond issuance is currently at substantially lower levels than in the early and 
mid-1990s. Reduction in debt, plus continued improvement in the State’s eco-
nomic indices and financial condition over recent years, has improved the State’s 
debt ratios to those among the highest-rated states. The State’s practice of issuing 
debt with level annual principal installments has also resulted in a favorable amor-
tization rate. At a rate of 72.1 percent retirement within ten years, the State’s bond 
payoff ratio continues to be favorably received by the rating agencies. 
	 A major contributing factor to Vermont’s respected debt management 
is the work of the Capital Debt Affordability Advisory Committee (CDAAC). 
The CDAAC completes an annual review of the size and affordability of the State 
tax-supported general obligation debt and submits to the Governor and to the 
General Assembly an estimate of the maximum amount of new long-term general 
obligation debt that prudently may be authorized for the next fiscal year. The esti-
mate of the committee is advisory, but historically has been adopted by the State 
as a bonding limit. The CDAAC is made up of three ex officio members, two ap-
pointees of the Governor, one appointee of the State Treasurer, and an appointee 
of the Vermont Municipal Bond Bank. The State Treasurer serves as chair of the 
committee.   

The State’s disciplined approach to debt management is     
paying off in today’s tax-exempt marketplace.

	 In September of 2010 the CDAAC set the fiscal year 2012 recommended 
debt authorization level at $76.58 million, which is the highest level that allows 
for adherence to CDAAC guidelines, notwithstanding creation of higher levels of 
debt outstanding. In addition, for the first time the CDAAC provided an alterna-
tive 2-year recommendation of $153,160,000, to better-facilitate the commence-
ment of capital projects and better-align with Vermont’s Legislative biennium. In 
addition, this will enable the State to take advantage of lower construction costs 
and interest rates during the economic downturn. The committee continues to 
believe that debt issuance moderation is appropriate in uncertain economic times. 
	 The State’s disciplined approach to debt management is paying off in 
today’s tax-exempt marketplace. By practicing debt issuance moderation and com-
pliance with well defined guidance standards that have the clear goal of Vermont 
being a triple-A rated state, Vermont has the ability under current challenging 
credit market conditions to issue debt at attractive interest rates to meet infrastruc-
ture and other capital spending needs. Providing for a significant level of transpor-
tation expenditures within the capital budget is, with regard to recent history, a 
change for the State, and welcome in the context of needed transportation projects 
spending. 
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BOND RATING

Aaa  Vermont was 
assigned an Aaa 
rating by Moody’s 
in February of 2007. Vermont shares 
its Moody’s triple-A rating with only 
nine other states. As of September 
2010, only sixteen states had a triple-
A rating from at least one rating 
agency. In addition, Fitch “recali-
brated” Vermont’s rating from AA+ to 
triple-A in April 2010. Combined with 
a AA+ bond rating from S&P, Vermont 
enjoys the highest general obligation 
bond ratings of any New England 
state (see bond rating chart). With 
all three ratings carrying a “Stable” 
outlook, Vermont continues to work 
toward achieving its last triple-A 
rating from S&P. The triple-A ratings 
by Moody’s and Fitch and the excel-
lent rating from S&P are reflective of 
sound fiscal practices that include: (1) 
budgetary discipline; (2) an economy 
with significant breadth; (3) strong 
debt management practices; and (4) 
effective State governance reflect-
ing sound statutes and legislative 
history. 
  Like most states, Vermont is experi-
encing budgetary pressures brought 
about by a credit crisis and a national 
and state economy in recession. 
Traditionally, Vermont has managed 
economic downturns very well in 
comparison to other states, with a 
resilient economy and strong fiscal 
and debt management practices. 
The current downturn, while not 
over, has been no exception to date. 
Vermont’s unemployment rates, 
while high, are relatively favorable 
compared to New England and other 
states. Just as important, the State’s 
response with regard to sound fiscal 
policy has been prompt and decisive. 
With periodic revenue downgrades 
and expense cuts to match, the State 
is maintaining a balanced budget 
with reserve funds available only as 
a last resort. This discipline is recog-
nized by rating agencies and inves-
tors alike, and contributes to both 
favorable bond ratings and favorable 
investor perceptions of the State.   

(continued next page)

Debt Ratios
	 The fiscal discipline of recent years has paid off as Vermont’s debt ratios 
rank favorably among triple-A rated states. The key to maintaining and obtaining 
other triple-A ratings will be to demonstrate continued diligence in the areas just 
discussed while making improvements on other major sustainability issues. Those 
issues are: Medicaid funding; State employees’ and teachers’ pension funding; the 
funding of other post-employment benefits (OPEBs); and preservation and devel-
opment of the State’s infrastructure. Summarized below are some of the key debt 
indicators for Vermont.

Debt Per Capita
	 One of the key debt factors monitored by the CDAAC and the rating 
agencies is the State’s net tax-supported debt per capita. The guideline adopted 
by the CDAAC establishes a target debt per capita at Moody’s median and means 
for triple-A rated states. In 2010, the State’s debt per capita was $709 versus the 
Moody’s five-year triple-A median and mean of $849 and $923, respectively (see 
chart page 30). The State’s ranking versus all 50 states improved steadily: 28th in 
2007; 32nd in 2008; 34th in 2009; and 36th in 2010. The higher the ranking 
figure, the lower a state’s debt per capita is relative to all other states. This 2010 
ranking is considerably above average. Only 14 states have a higher (more favor-
able) ranking figure. The State’s net tax-supported debt per capita is forecast to 
grow to $1,150 by 2021. That forecast assumes a steady level of debt authorization 
and the issuance of $76.58 million in future years starting in fiscal year 2012, and 
employs the population forecast developed by Economic Policy Resources. This 
increase, over a significant period of time, is expected to remain consistent with 
the State’s debt per capita guideline (triple-A states five-year median and mean) 
each year through 2021.

Debt as a Percentage of Personal Income
	 An even more important credit factor for assessing a state’s relative abil-
ity to pay its general obligation debt is the ratio of net tax-supported debt as a 
percent of personal income. The guideline adopted for this ratio is again to target 
Moody’s five-year median and mean for triple-A rated states. The State has steadily 
improved in this area. The State’s ratio of debt to personal income for fiscal year 
2010 held steady at 1.8 percent versus Moody’s triple-A median and mean ratios 
of 2.7 percent and 2.7 percent, respectively (see chart page 31). The State’s ranking 
in its debt as a percentage of personal income improved steadily from 30th highest 
among all states in 2007; 33rd highest in 2008; 35th highest in 2009; and 36th 
highest in 2010.

Debt as a Percentage of Revenue
	 The guideline used for this ratio states that projected annual State debt 
service on bonds should not be in excess of 6 percent of projected revenues in the 
combined general and transportation funds. The debt service as a percentage of 
revenues ratio was 5.6 percent for fiscal year 2010. This percentage is expected 
to fall to 5.4 percent in fiscal year 2011 and then decline to 4.9 percent through 
fiscal year 2021. This is based on the assumption of the issuance of $76.58 million 
of debt from fiscal year 2012 through fiscal year 2021.

Additional Factors Affecting Bond Ratings
	 There are many other factors considered in a state’s bond rating besides 
ratio analysis. These include:
  
Budget Stabilization Reserves:  The State has budget stabilization reserve lev-
els required by statute for each of the State’s General Fund, Transportation Fund, 27
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  Because a higher rating enhances 
the State’s reputation in the munici-
pal marketplace, it makes Vermont’s 
bonds very marketable to a broad 
range of individual and institutional 
investors. As noted previously, this 
generally results in a lower interest 
rate or cost of capital for borrowing. 
It also is likely to reduce borrowing 
costs for municipalities that issue debt 
through the Vermont Municipal Bond 
Bank or other borrowers issuing State 
moral obligation debt through other 
State agencies, as the State’s rating 
supports these bond issues. A high 
credit rating also is attractive to busi-
ness development because it is a sign 
of economic and fiscal stability.

and Education Fund. Required reserves for the General Fund and Transportation 
Fund are 5 percent, and for the Education Fund are 3.5 percent to 5 percent of 
the previous year’s appropriations. Currently, all three funds are at their statutory 
requirements and as stated above, have not yet been tapped in response to the cur-
rent economic downturn. The combined effect of full budget stabilization reserves 
plus the caseload reserves is positive for the State’s ratings.

Pension Funds Funding Percent:  Of the three State-level pension funds, two 
receive State contributions—the Vermont State Employees’ Retirement System 
(VSERS) and the Vermont State Teachers’ Retirement System (VSTRS).  Inas-
much as State contributions derive from taxes, the rating agencies are very con-
cerned with the percentage of future pension liabilities that are funded in these 
plans. As of June 30, 2010, the VSERS funding level is at 81.2 percent and the 
VSTRS funding level is 66.5 percent–up from 65.4 percent in 2009–but still 
indicating that both are under-funded. While budgets are squeezed as a result 
of the recent economic downturn, continued discipline in funding the actuarial 
required contribution (ARC) is an important factor for the rating agencies. In 
2010, the Vermont National Education Association (VNEA) worked with the 
Treasurer’s Office to help pass some of the most progressive pension reform in the 
country, significantly improving the sustainability of the teachers’ pension system. 
In addition, changes to other post-employment benefits (OPEBs) significantly 

Short-Term Borrowing
	 The seasonal nature of the revenue and expenditure cycles occasion-
ally requires the use of short-term borrowing. Typically, education payments to 
local towns and school districts occur in the first half of the fiscal year, while tax 
revenues are collected later in the year, primarily April. By April the revenue flow 
is generally positive. In the early 1990s, Vermont was issuing approximately $150 
million of short-term debt obligations annually, not including $65 million in defi-
cit notes. The State did not require the issuance of short-term debt in fiscal years 
1999-2002. With the economic decline in 2002, the State issued $75 million in 
revenue anticipation notes (RANs) for part of 2003 and $48 million in September 
to early March 2004. While the State has had a line of credit available to it during 
the last five years, it has not had to access it, a continuing sign of fiscal health. 
	 Current economic conditions and declining State revenues require moni-
toring in the context of short-term borrowing needs. The State has been diligent 

DEBT MANAGEMENT

As of June 30, 2010, the VSERS funding level is at 81.2 
percent and the VSTRS funding level is 66.5 percent--up from 

65.4 percent in 2009--but still indicating 
that both are under-funded.

reduced the unfunded liability associated with retired teacher health care costs. In 
2011, the Treasurer’s Office looks forward to working with the Vermont State Em-
ployees’ Association (VSEA) and Vermont Troopers’ Association (VTA) to enact 
similar enhancements to long-term stability of State employee pension and OPEB 
benefits.

Other Factors:  The rating agencies also consider the breadth of the economy; 
the level and condition of the State’s transportation, utilities and other infrastruc-
ture; personal income levels; fiscal responsibility; employment levels; workforce 
size and training; population demographics and trends; internal controls and 
auditing standards; need for short-term borrowings; and other factors.
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in managing expenditures according to revised revenue projections, and, despite 
experiencing some stresses, did not need to borrow funds in either September or 
December of 2009. At this point it is unclear what borrowing levels, if any, will be 
needed for the balance of fiscal year 2010. If the State is required to borrow funds, 

DEBT MANAGEMENT

Moody’s Investors Service -- Debt Per Capita -- State of Vermont

Triple-A Rated States--5-Year Average Mean and 5-Year Median Excluding Vermont
       MEAN:  $923	 VERMONT:  $704		  MEDIAN:  $849	 VERMONT:  $707

such needs are planned to be met using the letter of credit, which can be repaid 
immediately. Using the letter of credit is preferable to longer-term financing al-
ternatives such as RANs, which would generate higher interest costs for the State. 
The State began fiscal year 2010 with approximately $316.3 million in unre-
stricted cash and investments on hand and ended the year with $290.3 million in 
unrestricted cash and investments. While these cash balances do not bear a direct 
one-to-one relationship to fund balance, they indicate a stable and solid position 
as of fiscal year 2010.

The seasonal nature of the revenue and expenditure cycles 
occasionally requires the use of short-term borrowing.
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Approach Toward Establishing Debt Ratio Goals -- State of Vermont
DEBT MANAGEMENT

Moody’s Investors Service -- Debt as % of Personal Income -- Vermont

Triple-A Rated States--5-Year Average Mean and 5-Year Median Excluding Vermont
       MEAN:  2.7%       VERMONT:  2%       	   MEDIAN:  2.7%        VERMONT:  2%
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Investments
(802) 828-5197

Stephen Wisloski
Investment & Debt Management  
Director

John Booth
Treasury Operations Director

Dan Currier
Cash & Investments Manager

Donna Holden
Contracts & VPIC Coordinator

Overview 

•	 The Federal Reserve continued to hold its target overnight borrowing 
rate at a record low range of 0 percent to 0.25 percent in an attempt to 
stimulate the economy. Against this challenging backdrop, the State 
Treasurer’s Office short-term investments exceeded the established 
benchmarks of the average three-month Treasury bill yield, earning 
0.40 percent as compared to the benchmark of 0.11 percent during 
the fiscal year. 

•	 The Vermont Pension Investment Committee continued its portfolio 
diversification and risk management efforts, revising the asset alloca-
tion to lower equity exposure to 36 percent of the portfolio, and to 
increase fixed income exposure to 37 percent, alternatives exposure to 
12 percent and risk parity and global asset allocation strategies to 15 
percent. The VPIC also engaged three hedge fund-of-funds managers 
to invest 5 percent of the portfolio in the alternatives asset class.

•	 The VPIC Chair position was restructured to become a seventh, non-
voting member of the committee, elected by the six voting members, 
and compensated at up to one-third of the salary level of the State 
Treasurer. This change will benefit the VPIC by enabling the recruit-
ment of an experienced investment professional, potentially from 
outside of the VPIC’s membership; provide for greater stability and 
continuity, because the Chair’s membership on VPIC will no longer be 
tied to an executive or retirement board appointment; and compensate 
the Chair for the considerable time and effort required in the position.

•	 The Treasurer’s Office conducted a request for proposals and success-
fully engaged a new commingled stable value fund manager to replace 
an existing fixed income portfolio manager and stable value wrap 
contract provider in the Single Deposit Investment Account (SDIA) 
program. This will ensure that the SDIA funds are invested at a com-
petitive interest rate, with protection of invested principal, for another 
five years.

ACCOMPLISHMENTS IN 2010

The State Treasurer’s Office is responsible for investment of the State’s short-term 
and operating funds and certain trust funds, and is the administrative arm for the 
retirement boards and the Vermont Pension Investment Committee. Short-term 
operating funds are invested by the Treasury Operations Division, which also is 
responsible for banking and cash management and projections. These funds are 
invested based on the Treasurer’s authority in State statute. The State Treasurer 
has issued further guidelines for these investments, consistent with statute. The 
guiding principles for these investments are safety followed by liquidity and yield. 
Certain trusts, including the Higher Education Trust Fund, Tobacco Trust Funds, 
a State OPEB Trust Fund and other trusts are pooled and invested in a Trust In-
vestment Account (TIA). The State Treasurer serves as Trustee for these funds. 
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The retirement boards act as trustees for various benefit-related trusts including 
two defined contribution plans (State and municipal), a single deposit investment 
account or SDIA (State and teachers), a deferred compensation fund (open to 
teachers, municipal, and State members, with the State Retirement Board acting 
as trustee), and a Municipal Employees’ Health Benefit Fund. All employ outside 
managers. 

The Vermont Pension Investment Committee (VPIC) acts as the trustee for the 
defined benefit plan investments, while the board of trustees for each system 
maintains its fiduciary role in the area of benefits administration and actuarial 
recommendations.
      
With respect to pensions, the VPIC employs an outside investment consultant, 
NEPC LLC, to assist them in their fiduciary responsibility, including develop-
ment of investment policies and objectives; risk management assessment and 
asset allocation plans; investment manager and custodian searches; monitoring of 
management performance; industry issues; SEC compliance; and on-going due 
diligence on investment managers, performance measurement, and education on 
various issues (asset classes, alternative investments, risk assessment).

UPDATES
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Higher Education Trust Fund
	 The 1999 State Legislature established the Vermont Higher Education 
Endowment Trust Fund and appropriated $6 million for the creation and manage-
ment of the fund by the State Treasurer. An additional $11.5 million of contribu-
tions were added between fiscal years 2002 through 2010. On June 30, 2010, 
the fund had a market value of $19,080,449.90. In September of 2010, the State 
Treasurer authorized the distribution of 5 percent of the average market value of the 
assets over the prior 12 quarters equally among the University of Vermont, the Ver-
mont State Colleges, and the Vermont Student Assistance Corporation. Each entity 
received $296,529.83 to be applied as non-loan financial aid to Vermont students 
attending Vermont post-secondary institutions. 

VPIC membership

  The Vermont Pension Investment 
Committee is responsible for invest-
ing almost $2.9 billion in assets for 
the three state-level retirement 
systems as of June 30, 2010. Act 
100, which became effective July 1, 
2008, redefined the membership of 
VPIC to six voting members and four 
alternates (from seventeen members 
previously), and Act 139, which be-
came effective July 1, 2010, estab-
lished the VPIC Chair as a seventh, 

VPIC acts as the trustee 
for the defined benefit 

plan investments.

non-voting member elected by the 
six voting VPIC members. The active 
and retired employee members of the 
Vermont State Employees’ Retirement 
System and Vermont State Teach-
ers’ Retirement System boards of 
trustees each appoint one member 
and one alternate. The employee 
and municipal official members of 
the board of the Vermont Municipal 
Employees’ Retirement System ap-
point one member and one alternate. 
In addition, two members and one 
alternate are appointed to the VPIC 
by the Governor. The sixth member 
is the State Treasurer or designee. In 
considering appointments, the legis-
lation directs that the experience and 
knowledge of potential appointees 
be considered in light of the purposes 
of the committee. The members serve 
staggered four-year terms with no 
term limits. 
  As of December 2010, individuals 
appointed to the committee are: 
Stephen Rauh, Chair; Robert Hooper, 
VSERS voting member; Kevin Gaff-
ney, VSERS alternate; Steven Jeffrey, 
VMERS voting member; Tom Golonka, 
VMERS alternate; Joseph Mackey, 
VSTRS voting member; Jon Harris, 
VSTRS alternate; Richard Johan-
nesen, Governor’s appointee; Vaughn 
Altemus, Governor’s appointee; Karen 
Paul, Governor’s alternate; and Jeb 
Spaulding, State Treasurer.
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            The Higher Education Endowment Trust Fund Act further provides that 
contributions shall include “… in any fiscal year in which a general fund surplus 
exists and the general fund stabilization reserve is funded to its required statutory 
level, funds raised by the estate tax under chapter 190 of Title 32 which are more 
than 125 percent of the amount projected by the emergency board in the July an-
nual forecast made pursuant to section 305a of Title 32.” In fiscal year 2008, a sub-
stantial contribution from this provision was made of $5,223,449.94, and in fiscal 
year 2010 the fund received an additional contribution of $1,521,871. In addition, 
pursuant to legislation introduced by the Treasurer, all unclaimed property worth 
less than $100 that has been under State custody for ten years or longer is to be 
turned over to the Higher Education Trust Fund. Under this provision, $600,000 
was added to the fund in fiscal year 2007, $51,586 in fiscal year 2009, and $47,471 
in fiscal year 2010.

Pension Fund Investments

Trust Investment Account
  The 2000 State Legislature autho-
rized the establishment of a trust 
investment account administered by 
the State Treasurer for purposes of 
investing restricted funds with non-
expendable principal balances. As of 
June 30, 2010, the fund had a princi-
pal balance of approximately $60.6 
million, of which $25.8 million was 
allocated to the Tobacco Trust Fund, 
$19.1 million to the Higher Educa-
tion Endowment Trust Fund, and the 
remainder to various smaller trust 
funds. The current target allocation 
of the Trust Investment Account is 70 
percent fixed income securities and 
30 percent equities. For fiscal year 
2010, the fund had a dollar weighted 
total return of 9.82 percent versus the 
target return of 12.06 percent, which 
is based on actual asset allocation, 
and the performance of the S&P 500 
Stock Index (14.43 percent) and the 
Barclays (formerly Lehman) Aggre-
gate Bond Index (9.49 percent). 
  In fiscal year 2008, the Treasurer’s 
Office invested $2.5 million of Trust 
Investment Account (TIA) assets in 
a mutual fund that invests in public 
housing and other fixed income se-
curities throughout the United States. 
The balance continues to be in-
vested and earning interest. The fund 
manager, RBC Global Asset Manage-
ment (formerly Access Capital), has 
an equal investment in high-grade 
Vermont securities that address prin-
cipally underserved segments of the 
housing market, such as affordable 
housing. The aim of the investment 
was to increase the pool of available 
capital funds for affordable housing 
in Vermont. RBC invests in mortgages 
to homebuyers making less than 80 
percent of an area’s median income. 
The fund invests primarily in AAA/
credit quality community economic 
development investments, usually 
specially created mortgage-backed 
securities.

FUND PERFORMANCE & OPERATIONS

	 VPIC oversees all investment assets held by the Vermont State Employees’ 
Retirement System, the Vermont State Teachers’ Retirement System, and the Ver-
mont Municipal Employees’ Retirement System. The three systems had combined 
assets of approximately $2.9 billion on June 30, 2010. In addition, the Burlington 
Employees’ Retirement System, which became a participating investor with the 
VPIC at the end of October 2007, had assets of approximately $102 million as of 
the same date. In fiscal year 2010, one-year investment returns were 17.8 percent 
for VSERS, 17.9 percent for VSTRS, and 18.3 percent for VMERS versus the me-
dian public fund return of 13.1 percent (see chart at right). These returns ranked in 
the 5th, 4th, and 2nd percentiles, respectively, meaning they exceeded the returns of 
more than 95 percent of comparable public-sector funds during this period. 

	 For the ten years ending June 30, 2010, the median public retirement 
plan in the consultants’ cooperative had an average annualized total return of 3.4 
percent, compared with 3.7 percent for VSTRS, 3.1 percent for VSERS, and 4.0 
percent for VMERS.
	 Through a competitive process, in fiscal year 2008 the VPIC selected a 
consultant and advisor to assist with its previously adopted policy relating to in-
vesting in companies involved in genocidal or terrorist states. VPIC had previously 
requested divestiture of one issuer held on two VPIC accounts. The request was 
accommodated. With assistance from this advisor, the VPIC has the tools required 

In fiscal year 2010, one-year investment returns were 17.8 percent 
for  VSERS, 17.9 percent for VSTRS, and 18.3 percent for VMERS.

On June 30, 2010, the Higher Education Trust Fund had a 
market value of $19,080,449.90.

	 In addition to the above disbursements from the fund, the Vermont Com-
mission on Higher Education Funding authorized the Treasurer to make available 
the additional 2 percent distribution of $174,535.22 to be divided equally between 
the University of Vermont and the Vermont State Colleges for application to their 
respective permanent endowments. In fiscal year 2011, the additional endowment 
allocation will be $177,917.90 for each institution, provided that it is matched on 
a two-to-one basis by external donations for endowment purposes by the end of the 
fiscal year and subject to statutory limitations on distributions exceeding contribu-
tions. A copy of the State Treasurer’s Annual Report to the Commission is attached 
at the back of this report in the appendix section.
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Long-term Investment Performance of Vermont’s Retirement Systems
(As of June 30, 2010)

Gross of Fees

Retirement System: Last Last Last Last Last
1 Year 3 Years 5 Years 7 Years 10 Years

Teachers Composite 17.9% -4.0% 2.8% 5.5% 3.7%
State Composite 17.8% -3.4% 3.1% 5.6% 3.1%
Municipal Composite 18.3% -3.1% 3.4% 5.6% 4.0%
Median Public Fund 13.1% -3.7% 2.7% 5.2% 3.4%

Source: New England Pension Consultants

As of  June 30, 2010

Chart #20
Long-Term Investment Performance Of Vermont's Retirement Systems

Long-term Investment Performance of Vermont’s Retirement Systems
(As of September 30, 2010)

Gross of Fees

Retirement System: Since Last Last Last Last
January 1 3 Years 5 Years 7 Years 10 Years

Teachers Composite 9.6% -1.6% 4.0% 6.4% 4.5%
State Composite 9.8% -0.9% 4.2% 6.5% 4.1%
Municipal Composite 9.7% -0.6% 4.5% 6.5% 4.9%
Median Public Fund 6.7% -1.6% 3.8% 6.1% 4.1%

Source: New England Pension Consultants

As of September 30, 2010

Chart #20
Long-Term Investment Performance Of Vermont's Retirement Systems

Source for tables above:  New England Pension Consultants

Asset Allocation of Pension Funds as of June 30, 2010

Note for table at left:  To streamline 
administration and ensure greater 
consistency of returns across the 
three systems, VPIC migrated all three 
Vermont Retirement systems to the 
same asset allocation.

Investment Category Allocation

Equity
Domestic Large Cap 12%
Domestic Mid Cap 2%
Domestic Small Cap 4%
International Established 12%
Emerging Market 6%
Total Equity 36%

Fixed Income
Core Plus Bonds 18%
High Yield Bonds 5%
Global Bonds 8%
Emerging Market Debt 3%
TIPS 3%
Total Fixed Income 37%

Alternatives
Real Estate 5%
Hedge Fund-of-Funds 5%
Commodities 2%
Total Alternatives 12%

Multi-Strategy
Risk Parity 5%
Global Asset Allocation 10%
Total Multi-Strategy 15%

Cash 0%

Grand Total 100%

Chart #22
Asset Allocation of Pension Funds as of June 30, 2010
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to identify issuers that may be in conflict with its policy and proceed with engage-
ment or divestiture as appropriate. In 2010, VPIC expanded the list to include 25 
companies. The VPIC continues to discuss this policy and ways of enhancing its 
efficacy in engaging or divesting companies found to be in conflict with it. 
	 In 2010, VPIC also updated its domestic proxy voting policy and adopted 
an international proxy voting policy. Corporate responsibility and accountability 
guidelines in these policies include voting policies on environmental issues such 
as global warming and environmental reporting, as well as workplace issues such 
as equal employment opportunities, human rights, and labor codes. These policies 
can be viewed on the State Treasurer’s web site.

Trust Litigation Settlement Fund & the Tobacco Trust Fund

	 In November 1998, Vermont was one of 46 states to enter into a settle-
ment agreement with four major tobacco companies. The State’s estimated share 
of settlement payments at that time was expected to total $806 million over the 
first 25 years of payment, with an additional $156 million of strategic contribu-
tion payments to be paid between 2008 and 2017. Through fiscal year 2010, the 
State has received payments totaling $306.2 million. Fiscal year 2008 marked the 
first year of receipt of strategic payments, which were $14.4 million and are also 
included in the fiscal year 2010 total. Pursuant to the agreement, the expected 
settlement amounts are adjusted for inflation and the effect of any decreases in 
the sale of tobacco products to the base year. As of January 1, 2009, these have 
accounted for an 11.5 percent decrease. It remains difficult, therefore, to predict 
the amount of the future payments due from the tobacco settlement that will be 
received by the State.

Vermont’s Expected and Actual Receipt of Tobacco Settlement Funds

*  Source: JFO. Master Settlement amounts shown are at time of initial settlement. Expected amount 
determined third quarter of each fiscal year unless noted. Actual excludes Settlement fund Account 
performance.

Fiscal Master Settlement Expected* Actual*
Year Amount* ($millions) ($ millions) ($millions)

2001 $28.47 $28.47 $24.68
2002 34.18 34.18 30.92
2003 34.51 34.51 30.55
2004 28.80 28.80 25.82
2005 28.80 26.10 26.21
2006 28.80 24.50 24.06
2007 28.80 22.60 24.99
2008 29.37 39.50 39.91
2009 29.37 39.91 42.88
2010 29.37 36.00 36.21

	 In fiscal year 2000, the Vermont State Legislature established a Tobacco 
Litigation Settlement Fund (“Settlement Fund”) to be administered by the State 
Treasurer and subject to further appropriations. In fiscal year 2010, $35.65 
million from the settlement fund was directed to healthcare services (Medicaid; 
includes funds redirected to the Medicaid Global Commitment Fund). A total of 
$4.23 million was spent on programs in various departments for tobacco enforce-
ment, prevention, and education programs. Additionally, $3.31 million funded 
substance abuse and youth protection programs in the Agency of Human Services. 36
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	 The Office of the State Treasurer remains committed to meeting the cash 
needs of State operations while protecting the value of its assets, and approaches 
these responsibilities in a prudent, deliberate way. 
                Due to the weak economy, the Federal Reserve Board implemented 
some of the largest drops in monetary policy history, lowering its federal funds 
rate to a range between 0 percent and 0.25 percent. With the Federal Reserve 
Board holding the federal funds rate steady at a relatively low level, yields in 
money market portfolios have declined. We continue to invest in a more conserva-
tive portfolio rather than increasing risk by chasing return in leveraged or deriva-
tive instruments. 

Short-Term Investments

The short-term portfolio earned $876,286 in interest income in fiscal 
year 2010 on average daily available balances of $216.9 million. Of 

this amount, $331,409 was credited to interest earning funds, and the 
balance of $544,877 remained in the general fund.

                One aspect of the Treasurer’s Office’s risk management regarding short-
term investments is collateralization of bank deposits. Although State statutes pro-
vide some requirement for the collateralization of deposits, they do not establish 
collateralization limits. It has been common practice for banks to provide deposit 
collateral required by the Treasurer’s Office through pledged securities, at levels 
requested by the office. The Treasurer’s Office periodically reviews and compares 
these collateralization levels to the practices of other states and large municipali-
ties. During fiscal year 2008, the Treasurer’s Office and the State’s primary bank of 
record decided jointly to move to an irrevocable letter of credit with the Federal 
Home Loan Bank, which currently provides up to $250 million in coverage. In 
addition, the Treasurer’s Office has made transaction account deposits with some 
banks that are guaranteed under the Federal Deposit Insurance Corporation’s 
(FDIC) Transaction Account Guarantee Program (TAGP). Under the TAGP 
certain deposits are guaranteed by the FDIC above the standard FDIC insur-
ance limits. There are currently no state funds in a TAGP account. As a matter of 
practice, CDs with the Bank in Vermont program have varying levels of collater-
alization, depending upon the bank, its assets, and capitalization levels, which are 
reviewed quarterly.
                The short-term portfolio earned $876,286 in interest income in fiscal 
year 2010 on average daily available balances of $216.9 million. Of this amount, 
$331,409 was credited to interest earning funds, and the balance of $544,877 
remained in the general fund. The yield on the available cash in the portfolio was 
0.40 percent for the year, which exceeded the average three-month Treasury Bill 
yield of 0.11 percent. The Treasurer’s Office utilizes money market funds and 
in-state certificates of deposit, and solicits offerings from the institutional trading 
desks of a number of national and local brokers in order to achieve maximum rate 
of return and diversification in the portfolio.

Vermont Veterans’ Home
  By legislative act in fiscal year 2001, 
the Vermont Veterans’ Home was 
required to transfer its endowment 
fund to the State for administration 
by the State Treasurer. The legislation 
allows the State Treasurer to invest 
these funds, if appropriate, with the 
long-term investments in the Invest-
ment Trust Account. The funds were 
invested with the State’s short-term 
investments, until a spending policy 
for these funds was established by the 
Board of Trustees for the Vermont Vet-
erans’ Home. At the board’s September 
2002 meeting, a spending policy was 
adopted that allowed for transfer of 
the funds to a fund in the State’s Trust 
Investment Account (“TIA”). Of the 
amount transferred, $400,000 was 
deposited in the TIA fund as of October 
1, 2002. In November and December 
of 2002, the Vermont Veterans’ Home 
received a bequest of $410,000 that 
was deposited into the TIA fund as a 
second, separately-named fund pursu-
ant to the terms of the bequest. On 
July 1, 2004, an additional contribution 
of $75,000 was credited to this second 
fund. 
  During fiscal year 2010, withdrawals 
from the Vermont Veterans’ Home TIA 
funds totaled $50,000. As of June 30, 
2010, the balance of the fund first con-
tributed to the TIA was $489,240.54, 
and the balance of the second (later) 
fund was $586,552.75, for a combined 
total of $1,075,793.29.

In fiscal year 2011, the legislature has appropriated $35.8 million for Medicaid 
health services; $3.3 million for enforcement, prevention, and education; and $3.1 
million for substance abuse and youth protection programs. Any remainder of the 
settlement fund receipts is to remain in the fund for appropriation in fiscal year 
2011. In fiscal year 2010, $8.27 million was transferred from the Tobacco Trust 
Fund to the Tobacco Litigation Settlement Fund per Act 1 of ss2009 sec 71a. The 
balance of the Tobacco Trust Fund investments at June 30, 2010, was $25.85 mil-
lion and $33.86 million at the end of fiscal year 2009.
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Bank in Vermont Initiative
	 The Treasurer’s Office continues to maintain its Bank in Vermont Pro-
gram to invest State funds on a predictable basis through certificates of deposit 
(CDs) via a competitive bidding process in banks with branches in Vermont. 
The program is designed to be attractive to the wide range of banking institu-
tions in Vermont, and is predicated on the belief that investing Vermont funds in 
Vermont, consistent with earning a competitive rate of return, is a good policy. A 
block of funds is set aside for the scheduled bid in specified time frames. The CDs 
may be short duration, or have longer maturities, depending on the yield curve 
and cash management requirements. Between its inception in August, 2004, and 
December, 2010, $643.05 million in CDs have been awarded. As of December 
31, 2010, there no CS’s outstanding. During 2010, a total of $72.20 million of 
varying maturities with rates well above comparable maturity Treasury rates CDs 
were issued. There have been no losses associated with this program.

Banks Pre-Qualified 
to Participate in Bank 
in Vermont through     
Dec. 31, 2010:

•	 Citizens Bank 
•	 Connecticut River Bank 
•	 First National Bank of 

Orwell
•	 Key Bank
•	 Mascoma Savings Bank
•	 Merchants Bank 
•	 National Bank of            

Middlebury
•	 Northfield Savings Bank 
•	 Passumpsic Savings Bank 
•	 Peoples Trust Company of 

St. Albans 
•	 Peoples United Bank
•	 Randolph National Bank 
•	 TD Bank, N.A.
•	 The Bank of Bennington 
•	 Union Bank

Name CDs Awarded CDs Outstanding
Through 12/31/2010 12/31/2010

CITIZENS BANK 
CONNECTICUT RIVER BANK
FIRST NATIONAL BANK OF ORWELL
KEYBANK
MASCOMA SAVINGS BANK 5,700,000.00
MERCHANTS BANK 5,000,000.00
NATIONAL BANK OF MIDDLEBURY
NORTHFIELD SAVINGS BANK
PASSUMPSIC SAVINGS BANK
PEOPLES TRUST CO OF ST. ALBANS
PEOPLE'S UNITED BANK
     (FORMERLY CHITTENDEN BANK)

48,000,000.00

RANDOLPH NATIONAL BANK 900,000.00
TD BANK 12,000,000.00
THE BANK OF BENNINGTON 
UNION BANK 600,000.00

72,200,000.00 0.00

Bank in Vermont: CDs Awarded and Outstanding through Dec. 31, 2010
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Unclaimed Property
Division
(802) 828-2407
(800) 642-3191

Al LaPerle
Unclaimed Property Director

Nancy Scribner
Business Administrator

Linda Bouffard
Program Technician I

Kitty Bolduc
Program Technician I

Overview

UPDATES

Acting in the best interest of consumers, Vermont has enacted an unclaimed prop-
erty statute that protects funds from reverting back to a company if the customer 
has lost contact with that company over a specified period of time. V.S.A. 27, 
Chapter 14 instructs companies to turn forgotten funds over to the Unclaimed 
Property Division of the Treasurer’s Office. The office then makes a diligent effort 
to find the rightful owner. Unclaimed property refers to accounts held by financial 
institutions and other companies that have had no activity generated or contact 
with the owner for at least one year or longer. Common forms of unclaimed prop-
erty include: savings or checking accounts; stocks; uncashed dividends or payroll 
checks; refunds; traveler’s checks; trust distributions; unredeemed money orders; 
insurance payments or refunds; life insurance policies; annuities; certificates of 
deposit; customer overpayments; utility security deposits; mineral royalty pay-
ments; and the contents of safe deposit boxes. The Unclaimed Property Division 
holds lost funds until the rightful owner(s) are found, returning the property to 
the owner at no cost to the owner.

•	 Paid 14,142 claimants approximately $4.9 million. This represents a 
61 percent increase in the number of claims paid over 2009.    

•	 Finalized a complete upgrade to the unclaimed property data system. 
That system currently contains a database of more than 220,000 prop-
erties valued at an estimated $51 million.

•	 Holders of unclaimed property reported $8.9 million worth of un-
claimed funds to the State in fiscal year 2010. More than a thousand 
new holders were added to the unclaimed property system.   

•	 In fiscal year 2010, not only were there 269,009 web searches for un-
claimed property on the Vermont State Treasurer’s web site but, in the 
last 12 months an additional 78,830 searches were conducted through 
the national Missing Money web site.

ACCOMPLISHMENTS IN 2010

	 The Unclaimed Property Division acts as custodian to safeguard financial 
assets until they can be claimed by the rightful owner or heirs. In fiscal year 2010, 
the division paid 14,142 claims worth more than $4.9 million, a 61 percent in-
crease over the previous fiscal year. The average claim paid was $352. We were able 
to achieve these results by using our proven methods, such as publication of our 
annual list of names in daily newspapers; a spring and fall advertising campaign; 
staffing a booth at the Champlain Valley Exposition; distribution of local listings 
to town clerks and legislators; cross-matching our database with the Department 
of Taxes; and our annual postcard mailing.  
	 Supporting our outreach efforts, the division completed a comprehensive 

Claims Processing
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The Unclaimed Property Division has 
staffed a booth at the Champlain Valley 
Expo for more than a decade. Each year 
the staff speaks to thousands of fair 
visitors about unclaimed property.

technological upgrade to the unclaimed property system. This upgrade improved 
our ability to pay claims by streamlining the claims processing function. This new 
system is built on object-oriented and relational database technologies. Unclaimed 
Property System 2000 is the most advanced, secure and reliable unclaimed prop-
erty management systems available to the State. Currently, 36 other states use this 
product. This system has permitted owners of unclaimed property to receive their 
funds more promptly.
	 Fiscal year 2011 claims processing is currently on pace to pay more 
than 12,700 claims to Vermonters. From July 1 through December 1, 2010, the 
division had paid 5,293 claims, 1,300 more claims than were paid over the same 
period the previous year. Claim information for the last nine fiscal years is shown 
in the chart below and on page 43.

Unclaimed Property Amount Returned to Vermonters
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The Unclaimed Property Division staff 
work with hundreds of Vermonters each 
month. Providing excellent customer 
service is a priority for the team.

	Reporting and Compliance
	 The Vermont Unclaimed Property Law establishes dormancy time frames 
according to which banks, insurance companies, corporations, courts and other 
organizations must transfer unclaimed property to the State Treasurer. Generally, 
if there has been no activity between one and three years, depending on the type 
of account, money is considered unclaimed. Before unclaimed funds are turned 
over to the State, all holders of property valued at $50 or more are mandated by 
law to notify the individual by mail at the last known address on record. Despite 
these efforts, many accounts remain unclaimed and are turned over to the State 
Treasurer, who is the sole custodian until the rightful owners or their heirs recover 
the property.  
	 The State of Vermont is currently in possession of more than $51 mil-
lion in unclaimed property belonging to approximately 220,000 individuals and 
organizations. Property becomes “lost” due to a company having no communi-
cation with the owner. This may be caused by an address change or change in 
marital status. In some cases, the owner dies and the heirs have no knowledge of 
the property. During fiscal year 2010, the State of Vermont received $8.9 million 
from holders of unclaimed property. 
	 The division uses several outreach events to inform holders on their obli-
gation to file their annual report. A division representative will visit a holder upon 
request to provide information on the program.   
	 Besides using staff to conduct audits within the State of Vermont, we also 
use three contract audit companies to assist us in the enforcement of the statute. 
These companies have enabled the division to touch base with a greater number of 
holders of unclaimed property. 
	 The Treasurer’s Office continues to allow holders to enter into a voluntary 
compliance program to submit to a process of disclosing and remitting property, 
thus avoiding costly audits, fines and penalties. During fiscal year 2010, 22 hold-
ers have entered into that agreement. As a result, since the program’s inception, 
$1,749,554 has been turned over to the State. Since the beginning of fiscal year 
2011, 290 holders have submitted more than $608,793 in financial property.
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Unclaimed Property Number of Claimants Paid

Unclaimed Property--Property Value Turned Over to the Treasurer’s Office
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Treasury Operations 
Division: (802) 828-2301

John Booth
Treasury Operations Director

Dan Currier
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Ron Baldauf
Financial Specialist III
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Financial Specialist III
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Financial Specialist II

Joanne Costantini
Financial Specialist II

Gayle Rowe
Financial Specialist II

Overview

UPDATES
Reconciliations

The Treasury Operations Division processed approximately 1.56 million pay-
ments during the 2010 fiscal year. More than 59 percent of those payments were 
conducted electronically. The Office of the State Treasurer has an ongoing goal to 
continue increasing the proportion of transactions that occur electronically. The 
division is responsible for the banking and cash management of more than $4 bil-
lion annually in both receipts and disbursements; the establishment and mainte-
nance of the State’s banking network; the disbursement of the State’s warranted 
payments and debt service; the collection of certain receipts, including those 
related to Act 68; and the recording of accounting transactions associated with the 
above activities. The reconciliation of internal and external accounts comprises a 
major portion of the division’s staff time, in addition to the proper reporting and 
recording on the State’s books for financial reporting.

In addition, the division is responsible for preparing financial statements and 
schedules for the annual audit of the State’s books (as it relates to cash and in-
vestment disclosures), administering the Municipal Equipment Loan Fund, and 
assisting the Retirement Operations Division staff in the preparation of the pen-
sion trust fund financial statements. TD Bank, N.A. serves as the State’s master 
banking contractor. Bank personnel and Treasury staff work continuously together 
to provide new and improved services and processes.

•	 Continued to increase enrollment in the “Vendor Portal” secure web 
site. This site allows State vendors that receive payments electronically 
to view payment information online, reducing the number of requests 
for information from these vendors. As of November 8, 2010, approxi-
mately 670 vendors had created user accounts for this service. 

•	 Responded to nearly 800 information requests received via the divi-
sion’s centralized e-mail account.

•	 Reconciliation of the State’s core bank accounts was completed within 
30 days of the monthly closing of the State’s books, as has been the 
practice for nearly seven consecutive years.

ACCOMPLISHMENTS IN 2010

	 The Treasurer’s Office staff reconciles approximately 30 State core bank 
accounts. In fiscal year 2010, 104,737 deposits were processed to State accounts 
through a network designed to accelerate the collection of cash so that it may be 
used for operating needs or efficiently placed in short-term investments. On the 
disbursement side, 1,565,050 payments were processed, either through paper 
checks or electronic payments. Working cooperatively with all of the Treasury’s 
business partners, we have been able to assure that the number and duration of 
reconciling items from user department entries remains low, and that reporting/
review processes are in place to continually improve the accuracy and timeliness of 
financial reports and the supporting data.
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In partnership with the Department of 
Finance & Management, the Treasurer’s 
Office conducted an outreach effort in 
July aimed at persuading more vendors 
to accept electronic payment.

Electronic Payments
	 The issuance of paper checks is labor-intensive and costly. Electronic 
payments reduce bank fees, printing costs, fraud, and postage, as well as staff time 
to reconcile bank accounts. Tracking of lost checks is time-consuming and can be 
largely eliminated through electronic payment processing. Time spent searching 
for cleared payments is eliminated. Bank fees related to “stop payments” are elimi-
nated, as are the costs associated with re-issuing payments, and inconvenience to 
the payees. This past year, 1,535 check payments were reissued because the origi-
nal check was lost or was never received by the payee.

Act 68 Receipts
	 Notification and initial invoicing of the municipalities for the principal 
payment are completed by the Department of Education. Per statute, the Treasury 
Operations Division monitors the receipt of payments mandated by Act 68. In 
fiscal year 2010, all municipalities made their Act 68 principal payments.   
	 As of December 8, 2010, all principal receivable for the payment due 
on December 1, 2010, had been collected. The Treasurer’s Office has also billed 
interest, calculated at 8 percent per annum, for three municipalities that made 
principal payments after the December 1 due date. Subsequently, all of the inter-
est payments were received. The Act 68 receipts approximate $83.5 million for the 
most recent semi-annual billing cycle.

	 One of the barriers to the use of electronic payments by vendors is the 
lack of payment remittance information received with the payment. The State 
currently issues and mails a remittance advice for each electronic payment. Of the 
more than 1.56 million payments processed during fiscal year 2010, approximate-
ly 59 percent were electronic transfers. During fiscal year 2009, a “Vendor Portal” 
secure web site was rolled out. This web site allows vendors that receive payments 
electronically to view payment information online, which reduces the number of 
information requests received.
	 In November of 2010, 95.5 percent of monthly benefit payments to 
retired State employees were made via direct deposit. For the retired municipal 
employees, the percentage of monthly benefit payments via direct deposit was 
91.1 percent and for retired teachers it was 96.5 percent. This is an increase from 
the November 2009 percentages of 95.1 percent-State; 89.2 percent-municipal; 
and 96.2 percent-teachers.

Of the more than 1.56 million payments processed 
during fiscal year 2010, approximately 59 percent were 

electronic transfers.
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Credit Card Payments
	 The Treasurer’s Office contracts with TD Bank Merchant Services Group, 
a division of TD Bank, N.A., to provide credit and bank card services. Acceptance 
of credit and debit card payments is broadly practiced in many agencies and depart-
ments as a method of payment of registration fees, licenses, penalties, fines, durable 
goods, park reservations, interest, and payment of taxes. Credit and debit card ac-
ceptance provides our customers, the citizens of Vermont, with a more convenient 
method of payment. In addition to public convenience, electronic processing of 
consumer and business purchases improves governmental cash flows, offers greater 
financial security, and reduces the overhead costs associated with the handling of 
currency. 
	 The Vermont Information Consortium (VIC) provides credit card services 
to some Vermont agencies and departments that accept credit card and debit card 
payments for transactions conducted by cardholder via the internet. The Court 
Administrator has worked with VIC since February, 2007, to allow for the payment 
of fines and fees by credit card. In the fiscal year ending June 30, 2010, approxi-
mately 37,798 transactions were processed with $5,996,206.10 collected. Of those 
transactions, 29,742 were conducted by users over the internet, with the remaining 
8,056 transactions processed either in person, at a district court, or over the phone. 
A convenience fee of $3.75 is currently charged to users of the service each time a 

Brandon Training School/Vermont Veterans’ Home
	 Section 23 of Act 62 of the Public Acts of 1995 specifies that the State 
Treasurer shall notify the chairs of the Senate and House Institutions committees 
upon receipt of monies from the sale of the Brandon Training School property, as 
well as certain federal receipts associated with the Vermont Veterans’ Home. For 
fiscal year ending June 30, 2010, the State has timely received amounts due from 
the federal government associated with the Vermont Veterans’ Home. The last 
three buildings belonging to the Brandon Training School were sold on February 
9, 2010. Final receipt for this sale will be in February, 2011.

DEPARTMENT TOTAL SALES TOTAL FEES
VT Dept. of Liquor Control 21,549,955.48 447,860.18
VT Agency of Transportation 16,944,195.81 296,225.07
VT Dept. of Taxes 4,175,302.53 110,779.61
VT Forest, Parks & Recreations 2,944,788.84 62,722.87
VT Fish and Wildlife Dept. 1,340,960.42 26,530.07
VT Life Magazine 43,745.44 1,261.22
VT Secretary of State 2,709,256.52 66,882.11
VT Judicial/Courts 6,712,694.88 14,125.99
VT Center for Crime Victims/Restitution Unit 222,849.18 4,162.75
VT Dept of Health 155,315.11 3,665.87
VT Dept of Environmental Conservation 11,272.94 415.94
VT Dept of Historic Preservation/Historic Sites 159,651.53 4,914.05
VT Dept of Children & Family Services 930,445.52 21,727.66
VT Dept of Public Safety* 468,498.75

Total 58,368,932.95 1,061,273.39

Credit Card Accounts Summary

*   Cardholders using this service pay a convenience fee, which offsets all of the card processing fees for this service for this reporting period.
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Burma (Myanmar)
  Act 13 of the Public Acts of 1999 
specifies that the Treasurer shall 
implement the purposes of the Act 
by voting in favor of shareholder 
resolutions concerning individual 
companies doing business with the 
government of Burma. In addition, 
the Treasurer shall separately notify 
the company that Vermont wishes to 
convey its grave concerns regarding 
the company’s economic ties to the 
government of Burma. The Trea-
surer complies with this Act through 
measures including mandating 
compliance through VPIC investment 
guidelines that must be observed 
by investment managers and by the 
proxy voting firm engaged by VPIC to 
vote its proxies. Proxy voting guide-
lines adopted by the three Vermont 
Retirement Systems and the Trea-
surer’s Office for U.S. domestic equity 
managers also specify manager vot-
ing compliance including support of 
labor standards in connection with 
a company’s involvement in Burma, 
and reporting on Burmese opera-
tions and activities.

MacBride Principles
	 Act 50 of the Public Acts of 1989 specifies that the State Treasurer and the 
Retirement Boards compile a list of corporations that conduct business in Northern 
Ireland in which the State Treasurer and Retirement Boards have invested funds. 
Notifications from external investment managers listing such businesses are due 
in the Treasurer’s Office on January 1 of each year, and these notifications are kept 
on file in the Treasurer’s Office. The Act further requires that the Treasurer and the 
boards of the trustees of the Vermont State Employees’ Retirement System and the 
Vermont State Teachers’ Retirement System shall support the MacBride Principles 
addressing worker equality and security issues through support of shareholder 
issues. The Treasurer’s Office and the trustees comply with Act 50 by mandating 
MacBride Principles compliance through Vermont Pension Investment Committee 
(VPIC) investment guidelines to be observed by investment managers and by the 
proxy firm engaged by VPIC to vote its proxies. Proxy voting guidelines approved 
by the three Vermont Retirement Systems and the Treasurer’s Office for U.S. 
domestic equity managers also specify manager voting compliance with MacBride 
principles.

	 The legislature authorized the establishment of a trust fund to finance 
financial literacy in Vermont. According to the legislation, “the purpose of the 
fund is to promote the adoption of fiscally sound money management practices 
by Vermonters through education and outreach efforts that raise awareness of the 
need for and benefits of practicing such skills; and to create opportunities to build 
and encourage the development of new financial literacy activities and educational 
products for Vermont citizens.” The Treasurer is authorized to collect money 
from a variety of sources to fund these activities. For fiscal year 2010, the fund 
received deposits of $29,000 earning $79.44 in interest. There was $2,559.94 
expended from the trust fund during fiscal year 2010. However, after July 1, 2010, 
$8,141.38 was expended from the fund—largely in support of the rollout of the 
new Reading is an Investment program. Expenditures from the fund supported a 
statewide financial literacy poster contest; the Vermont Reserve Cup Challenge--a 
high school economic and personal finance competition; and supported a Mon-
eyEd initiative with the Vermont National Guard. More detail on these programs 
is provided in the financial literacy section of this annual report.

Financial Literacy Trust Fund

Survivors of Emergency Personnel
  Originally established by the legislature in 2002 as the Firefighters’ Survivors Benefit Fund, this fund was expanded dur-
ing the 2005 legislative session to include not only firefighters, but ambulance service, emergency medical, first responder 
service and volunteer personnel.  A review board administers the grant of a one-time monetary benefit to the survivor or 
survivors of emergency personnel employed by or who volunteer for the State of Vermont, a county or municipality of the 
state, or a nonprofit entity which provides services in the state, who die in the line of duty or of an occupational-related 
illness. From July 1, 2009 through November 30, 2010, five payments have been made related to the deaths of emergency 
personnel in the line-of-duty. In addition, $70,000 was appropriated by the State legislature for this fund in fiscal year 2010. 
As of November 30, 2010, this fund has assets of $6,766.21.

person pays with their credit or debit card. In order to market the on-line credit 
card payment option for Judicial Bureau judgments, the Judiciary has added the 
web site address for the service to payment envelopes, the judgment form, and the 
collection notice. The judgment form and the collection notice also include a tear-
off credit card payment stub that can be mailed.
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Technology Services
(802) 828-2498

Ram Verma
Technology Services Director

Lane Safford
Network Administrator II

Dan Allen
Systems Developer III

Technology Services
The Technology Services Division is committed to providing programming and 
technical support services to the Treasurer’s Office. Office personnel in this area 
provide support to the entire range of software and hardware facilitating the 
operations of the office, including banking reconciliation software, check and EFT 
issuance, unclaimed property, and the various software applications that support 
the retirement services for the State’s approximately 44,000 active, vested, and 
retired members across our State Employee, Municipal Employee and Teacher 
retirement funds.

UPDATES

The Technology Services staff continued to implement important upgrades 
to the office’s infrastructure to improve the speed, reliability and depend-
ability of its systems during 2010. Listed below are some of our major 
accomplishments.
  
•	 A new check writing system and check fraud avoidance software was 

implemented in 2010. This system will consolidate our check print-
ing and check fraud avoidance under one common platform for better 
control, reliability and improved disaster recovery.

•	 A new document imaging center was setup that utilizes efficient use of 
space, hardware and staff to capture documents that will be viewed by 
Treasurer’s Office staff.  

•	 VPAS (Vermont Pension Administration System) has achieved another 
major milestone by implementing the first group of functionality for 
Active Membership starting on November 29, 2010. This deliverable 
sets the foundation for the completion of the project--projected to 
complete during the summer of 2011.

 
•	 We will continue working closely with various Treasurer Office opera-

tions staff and other departments to enhance existing services, such as 
improvements to our existing infrastructure for a high availability and 
the implementation of a Storage Area Network to facilitate improved 
disaster recovery in 2011.

•	 A Help Desk ticketing system was implemented to keep track of user 
requests and issues related to programming and technical support 
services for the Treasurer’s Office.
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HISTORICAL SUMMARY OF OPERATIONS: Pension Fund Operations
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HIGHER EDUCATION TRUST FUND: Annual Report—September 30, 2010

JEB SPAULDING ABANDONED PROPERTY DIVISION
STATE TREASURER TEL: (802) 828-2407

RETIREMENT DIVISION  ACCOUNTING DIVISION
TEL: (802) 828-2305  TEL: (802) 828-2301
FAX: (802) 828-5182  FAX: (802) 828-2884

STATE OF VERMONT 
OFFICE OF THE STATE TREASURER

TO: Neale Lunderville, Secretary of Administration, and the 
 Higher Education Subcommittee of the Prekindergarten-16 Council 

FROM: Jeb Spaulding, State Treasurer 

RE: Annual Report on the Higher Education Endowment Trust Fund 

DATE: September 30, 2010 

I am pleased to present the Secretary of Administration and the Higher Education Subcommittee 
(Subcommittee) of the Prekindergarten-16 Council with the State Treasurer’s eleventh annual 
report on the Higher Education Endowment Trust Fund (Fund).  

The General Assembly established the Fund in the Office of the State Treasurer in 1999 to 
provide non-loan financial aid to Vermont students attending the University of Vermont (UVM), 
the Vermont State Colleges, and other Vermont post-secondary institutions (16 V.S.A. § 2885). 

Performance Summary
During Fiscal Year 2010, the Fund’s dollar weighted investment return was 9.82% gross of fees. 
This return compares to the Barclays Aggregate Bond Index return of 9.49% and to the S&P 500 
Stock Index return of 14.43% for the same period, and is less than the Fund’s target allocation 
index rate (that is, the rate of return that would have been realized if 30% of the Fund was 
invested in the S&P 500 Index, and 70% in the Barclays Aggregate) of 12.06%. A detailed 
discussion of the Fund’s performance is included in this report. 

5% Distribution from Fiscal Year 2010
The statute provides that in August of each fiscal year, the State Treasurer is to withdraw 5% of 
up to a 12-quarter moving average of the Fund’s assets and divide the amount equally among 
UVM, the Vermont State Colleges, and the Vermont Student Assistance Corporation (VSAC). 
The amount appropriated, however, cannot exceed an amount that would bring the Fund balance 
below total contributions to principal. Total principal contributions through June 30, 2010 have 
been $17,500,823.36. 

The 5% distribution available this year is $889,589.50 in total or $296,529.83 each for UVM, the 
Vermont State Colleges, and VSAC. This amount represents a 1.94% increase over the 
distribution made following Fiscal Year 2009 of $290,892.03 for each institution. Appendix A
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to this report includes quarterly market values and distributions for Fiscal Year 2010, and Chart
#1 shows principal contributions to date. 

2% Distribution from Fiscal Year 2009
16 V.S.A. § 2885 further provides that during the first quarter of each fiscal year, the Secretary 
and the Subcommittee may authorize the State Treasurer to make an additional amount equal to 
up to 2% of the Fund’s average assets available to UVM and the Vermont State Colleges for the 
purpose of creating or increasing a permanent endowment fund. Similar to the 5% distribution, 
the amount appropriated cannot exceed an amount that would bring the Fund balance below total 
contributions to principal. Further, each institution is required to match the appropriation by 
raising private donations of at least twice the appropriated amount, to certify to the 
Commissioner of Finance and Management that it received private donations in the requisite 
amount, and that the funds will be used to create or increase a permanent endowment at the 
respective institution. 

At its meeting last year, the Commission on Higher Education Funding (Commission) authorized 
this 2% appropriation in the amount of $349,070.43, or $174,535.22 each for distribution to 
UVM and the Vermont State Colleges, dependent upon a finding by the Commission that the 
terms of this appropriation were met. Each of these institutions is in the process of establishing 
the required certification. Due to the Fund’s positive return in Fiscal Year 2010, the Fund will be 
able to make the full distribution amount. 

After payments of $889,589.50 and $349,070.43, the Fund balance at the end of Fiscal Year 
2010 totals $17,841,789.97. An accounting of the Fund balances is provided below: 

Ending balance FY 2009  $17,050,798.96 

 Contributions received FY 2010 1,620,927.67

Opening balance FY 2010 $18,671,726.63 

 5% Distributions: University of Vermont (290,892.03) 
    Vermont State Colleges (290,892.03) 
    Vermont Student Assistance Corp. (290,892.03) 

 2% Distributions: University of Vermont (149,113.59) 
    Vermont State Colleges (149,113.59) 

 Income earned FY 2010 948,716.27 
 Appreciation (Depreciation) FY 2010 702,133.18 
 Fees and Other Charges FY 2010  (71,222.91)

Balance June 30, 2010  $19,080,449.90 

 5% of 12-Quarter Moving Average as of June 30, 2010 (889,589.50) 
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 Distributions: University of Vermont (296,529.83) 
   Vermont State Colleges (296,529.83) 
   Vermont Student Assistance Corp. (296,529.83) 

 2% Income Available for Endowments from FY 2009 (349,070.43)

Balance after distributions $17,841,789.97 

Total contributions as of June 30, 2010 $17,500,823.36 

 2% Income Available for Endowments from FY 2010 $355,835.80 
 (requires institutional match in FY 2011) 

2% Distribution for Fiscal Year 2010
All principal contributions to the Fund through June 30, 2010 total $17,500,823.36, which also 
represents the minimum balance that must be maintained in the Fund. The 2% distribution 
proposed for this year of $355,835.80 would leave a balance of $17,841,789.97 excluding 
contributions to be received, and the 5% distribution following FY 2010, and any gains from 
investment activity in FY 2010. If the Secretary and the Subcommittee authorize this 
distribution, each institution’s share will be $177,917.90 with a required match to be raised by 
each entity in FY 2010 of $355,835.80. The attached Chart #2 provides a graphical depiction of 
authorized distributions, including this 2% distribution subject to the Secretary’s and the 
Subcommittee’s approval. 

Fund Balances
Appendix B to this report shows the total return of the entire Trust Investment Account, of 
which the Higher Education Trust Fund, with a balance of $19.1 million (prior to cash 
distributions to be made in FY 2010) comprises approximately 32%. The Tobacco Trust Fund 
comprises 43% of the account, or $25.8 million, and the remaining 25% is made up of, in 
decreasing size, a State Employee’s retirement benefit trust fund totaling $6.6 million, the ANR 
Stewardship Fund at $4.0 million, the Waterfowl Stamp Fund at $2.0 million, the Fish and 
Wildlife Trust Fund at $1.4 million, two Veterans’ Home trusts totaling $1.1 million, and eight 
small trusts totaling just over $500,000. Chart #3 displays the relative share of the Higher 
Education Endowment Trust Fund compared to the entire Trust Investment Account. 

Chart #4 presents the Fund’s balances, inclusive of distributions, for fiscal years 2000 through 
2010. The balance increased significantly in FY 2007 due to Estate Tax receipts of 
$5,223,449.94, and a $600,000 contribution from the State’s unclaimed property fund as a result 
of legislation proposed by the Treasurer in FY 2006. Assets decreased modestly in FY 2008 and 
FY 2009 due to low investment returns and minimal fund contributions. Finally, the fund balance 
rebounded in FY 2010, owing to both solid investment returns and a rather large Estate Tax 
contribution in excess of $1.5 million. 

Asset Allocation, Investment Managers and Performance
The Trust Investment Account’s target asset allocation is 70% fixed income securities and 30% 
equities. As of June 30, 2010, the Account’s actual allocation comprised 73.2% fixed income 
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securities and 26.8% equities, versus 69.4% fixed income securities and 30.6% equities, 
respectively, on June 30, 2009. To minimize transaction costs, the Account is rebalanced 
annually in October, and other contributions and withdrawals from the various funds are used to 
“fine tune” the asset allocation during the year. 

The Account achieved modest positive returns in both FY 2008 and FY 2009, during some of the 
worst financial market conditions since the 1930s, and achieved sufficient returns to fully fund 
distributions in FY 2010. Given that the asset allocation has enabled the Fund to perform in both 
exceptionally adverse and very positive markets, the Treasurer’s Office strongly believes the 
current asset allocation is appropriate going forward.

The Account return underperformed its benchmark in FY 2010, but this was true of all higher-
quality investments during the “junk rally” (i.e., the recovery of prices of low-quality stocks and 
speculative-grade bonds due to the temporary improvement in economic outlook) from March 
2009 through April 2010. In general, conservative fixed-income managers and value equity 
managers lagged their respective benchmarks during this period. 

The Account has four investment managers, three of whom are Vermont-based and have 
managed Account assets for at least ten years: two equity managers, Prentiss Smith & Co. of 
Brattleboro, and Hanson & Doremus of Burlington, and fixed income manager Sentinel Asset 
Management (a National Life company), of Montpelier. Of these managers, Hanson & Doremus 
has outperformed its benchmark in six out of the past ten fiscal years, and Prentiss Smith and 
Sentinel have each outperformed in seven of the past ten fiscal years.  

The fourth manager, Minnesota-based fixed income manager RBC Global Asset Management 
(formerly Access Capital), manages a fund that invests in debt securities that support affordable 
housing, job creation and community development for low‐ and moderate‐income individuals 
and communities in Vermont. RBC underperformed in FY 2008, outperformed in FY 2009, and 
lagged the benchmark in FY2010 but posted higher returns than Sentinel. As such, this 
investment is meeting its goals of capital preservation and investment return, along with 
providing benefits to Vermonters. 

In conclusion, the Treasurer’s Office believes that the Fund’s asset allocation is appropriate to its 
goals of asset growth, capital preservation and supporting distributions, and that the investment 
managers have performed in a manner consistent with these goals. However, since future 
distributions depend upon Fund performance, substantial changes to the economic and financial 
outlook and may warrant asset allocation or manager changes in the future. 

Please feel free to contact me if you have any questions or concerns regarding this report. 

cc: James Reardon, Commissioner of Finance & Management 
Donna Russo-Savage, Legislative Council 
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Quarter-End Balances Sep 30, 2009 Dec 31, 2009 Mar 31, 2010 Jun 30, 2010
Fiscal Year 2008 $17,827,605.83 $18,164,200.03 $18,010,390.14 $17,917,152.20
Fiscal Year 2009 $16,966,384.87 $16,320,715.01 $16,315,441.73 $17,050,798.96
Fiscal Year 2010 $18,084,136.99 $18,649,777.82 $19,114,425.82 $19,080,449.90

Twelve Quarter Average $17,791,789.94

5% Distribution FY2010 $889,589.50 Contributions
     VSAC $296,529.83 2001 $6,000,000.00
     UVM $296,529.83 2002 $1,000,000.00
     Vermont State Colleges $296,529.83 2003 $635,881.49

2004 $0.00
2% FY2009 (Projected) $349,070.43 2005 $0.00
     UVM $174,535.22 2006 $2,363,355.61

V t St t C ll $174 535 22 2007 $5 823 449 94

For Period Ending June 30, 2010
HIGHER EDUCATION ENDOWMENT TRUST FUND - DISTRIBUTIONS

APPENDIX A

     Vermont State Colleges $174,535.22 2007 $5,823,449.94
2008 $57,208.65

2% FY2009 (Actual) $349,070.43 2009 $0.00
     UVM $174,535.22 2010 $1,620,927.67
     Vermont State Colleges $174,535.22 Total: $17,500,823.36

Balance after Distributions $17,841,789.97

2% FY2010 (Projected) $355,835.80
     UVM $177,917.90
     Vermont State Colleges $177,917.90

APPENDIX A: Higher Education Endowment Trust Fund Distributions—Period Ending June 30, 2010
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Higher Education Endowment Trust Fund
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$6,000,000 $5,823,450
$6,000,000

$7,000,000

$5,000,000

m
ou

nt

$2 363 356

$3,000,000

$4,000,000

D
ol

la
r A

m

$1,000,000

$2,363,356

$1,620,928

$1 000 000

$2,000,000

$635,881

$0 $0

$57,209

$0
$0

$1,000,000

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

HIGHER EDUCATION TRUST FUND: Fund Contributions—Fiscal Years

HIGHER EDUCATION TRUST FUND: Authorized Distributions by Year and Type

$1 400

Chart #2
Higher Education Endowment Trust Fund
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HIGHER EDUCATION TRUST FUND: Trust Investment Account Fund Composition as of June 30, 2010Chart #3
Trust Investment Account Fund Composition as of June 30, 2010
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Higher Education Endowment Trust Fund 
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OTHER POST-EMPLOYMENT BENEFITS FUNDING ANALYSIS—VSERS & VSTRS 

VSERS -- Other Post-Employment Benefits Funding Analysis

PRE-FUNDING BASIS PARTIAL FUNDING

* Payment is assumed to be made at the beginning of the fiscal year.

Assumed Discount Rate

Actuarial Value of Assets

Actuarial Accrued Liability
  -  Active Participants
  -  Retired Participants
  -  TOTAL

Unfunded Actuarial Liability

Funded Ratio

Annual Covered Payroll

Unfunded Actuarial Liability  (as % of covered payroll)

Normal Cost for FY 2011

Amortization of Unfunded Actuarial Liability (for FY 2011 -30 yr)

Annual Required Contribution (ARC) FY 2011 *

Expected Benefit Payments

Increase in Annual Cost to Fund Plan

8.25%

$7,897,382

$272,668,524
  270,475,130
$543,143,654

$535,246,272

1.5%

$414,936,034

129%

$17,307,828

$26,815,127

$44,122,955

$30,881,697

$13,241,258

4.25%

$7,897,382

$541,295,399
  383,887,307
$925,182,706

$917,285,324

0.9%

$414,936,034

221.1%

$39,525,688

$27,504,619

$67,030,307

$30,881,697

N/A

VSTRS -- Other Post-Employment Benefits Funding Analysis

PRE-FUNDING BASIS PAY-AS-YOU-GO BASIS
Assumed Investment Return

Actuarial Value of Assets

Actuarial Accrued Liability
  -  Active Participants
  -  Retired Participants
  -  TOTAL

Unfunded Actuarial Liability

Funded Ratio

Annual Covered Payroll

Unfunded Actuarial Liability  (as % of covered payroll)

Normal Cost for FY 2011

Amortization of Unfunded Actuarial Liability (for FY 2011-30 yr)

Annual Required Contribution (ARC) FY 2011 *

Expected Benefit Payments

Increase in Annual Cost to Fund Plan

8.25%

$0

$145,349,993
  228,754,994
$374,104,987

$374,104,987

0%

$560,763,396

66.7%

$8,086,636

$18,742,163

$26,828,799

$19,056,126

$7,772,673

4.00%

$0

$339,738,851
  364,012,016
$703,750,867

$703,750,867

0%

$560,763,396

125.5%

$21,160,218

$20,349,211

$41,509,429

$19,056,126

N/A
* Payment is assumed to be made at the beginning of the fiscal year.
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