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Illinois Public Emplovee Retirement Systems

The five public employee retirement systems in Illinois are the: State Employees’ Retirement System (‘SERS”), Teachers’ Retirement
System (“TRS’), State Universities Retirement System (‘SURS’), Judges’ Retirement System (‘JRS’) and General Assembly
Retirement System (‘GARS’). Three primary sources of contributions finance Illinois’ State retirement systems: employee
contributions, employer contributions and returns on investments. Each chart is a representation of Illinois public employees and
retirees within the five state funded retirement systems.

SURS in Brief*

Who are the people who participate in SURS?

o SURS serves a diverse group of employees with
occupations ranging from professors and
clerical workers to building service workers and
ground keepers.

o The average annual salary of a SURS
participant is $43,460.

o Participant contribute 8 percent of their annual
salary to their pension fund.

Who is the typical SURS retiree?

o A typical SURS retiree is 62 years old and has
served an Illinois University or community
college for 20 years.

What sort of benefits do SURS retirees receive?

o The typical SURS retiree receives a monthly
benefit of $2,609.83.

SURS participants do not receive social
security. SURS is the sole source of retirement
income for participants.

TRS in Brief’

Who are the people who participate in TRS?

e TRS provides retirement, disability and
survivor benefits to teachers, administrators
and public school personnel employed
outside of the city of Chicago.

o The average annual salary of a TRS
participant is $60,254.

o Participants contribute 9.4 percent of their
annual salary to their pension fund.

Who is the typical TRS retiree?

o Atypical TRS retiree is 69 years old and has
served Illinois public schools for 29 years.

What sort of benefits do TRS retirees
receive?

o The typical TRS retiree receives a monthly
benefit of $3,461.08.

TRS participants do not receive social
security. TRS is the sole source of
retirement income for participants.

SERS in Brief*

Who are the people who participate in SERS?

e SERS participants are comprised of all state
employees.

e The average annual salary of a SERS participant
is $56,008.

o Participants covered by Social Security
contribute 4 percent of their annual salary to
their pension fund, while participants not
covered contribute 8 percent.

Who is a typical SERS retiree?

. Atypical SERS retiree is 69 years old and has
served Illinois for 25 to 30 years.

‘What sort of benefits do SERS retirees receive?

o The typical SERS retiree who is not coordinated
with Social Security receives a monthly benefit
of $2,251.03.

o The typical SERS retiree who is coordinated
with Social Security receives a monthly benefit
of $1,798.12.

With the exception of police and firefighters,
virtually all SERS participants contribute to
social security.

Illinois for 14 years.

receive?

benefit of $3,921.75.

security.

GARS in Brief*

Who are the people who participate in GARS?

o GARS participants are comprised of members
of the General Assembly and certain state
officials within Illinois.

e The average annual salary of a GARS is $161,070.
participant is $78,064.

o Participants contribute 11.5 percent of their
annual salary to their pension fund.

Who is a typical GARS retiree?

JRS in Brief®

Who are the people who participate in JRS?

o JRS participants are comprised of judges
serving within the Illinois court system.
o The average annual salary of a JRS participant

o Participants contribute 11 percent of their
annual salary to their pension fund.

Who is a typical JRS retiree?

o A typical GARS retiree is 60 years old and has
served the lllinois General Assembly or state of

What sorts of benefits do GARS retirees

o The typical GARS retiree receives a monthly

o Atypical JRS retiree is a 63 year old attorney

who has served as an Illinois judge for 17 years.

What sort of benefits do JRS retirees receive?

o The typical JRS retiree receives a monthly
benefit of $8,684.50.

JRS participants do not receive social security.

GARS participants do not receive social
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The following figures provide some facts about Illinois which will allow you to place these numbers into perspective;

e According to the Illinois State Comptroller, pension benefits paid to regular state employees in Illinois are low relative to benefits provided
by other states. Illinois ranks in the bottom one fifth of all states for retirement benefits paid to an average state worker.

e The total of all participants in the state’s pension plans represent only 5.3% of Illinois’ total population. In fact, Illinois ranks dead last in
the nation, in number of employees per capita.? At the end of the fiscal year 2007 there were 72,312 state employees. This was 11,275, or
13.5% less than at the end of fiscal year 1998.3

e Funded ratio is the ratio of the assets of a pension plan to its liabilities.* The ratio is determined by dividing the market value of assets by
the actuarial accrued Iiability.5 In June 2008, Illinois’ funded ratio was 54.3%, far below the 2008 national state retirement systems
average funded ratio of 84% found by Wilshire Associates.®

e  After decades of underfunding its employer contribution to each of the five state retirement systems, Illinois now has the greatest unfunded
liability in the nation, an astounding $73.4 billion. That means the funded ratio for the entire state retirement system has dropped to 40% .’

e Adopting a statutory payment plan for the state pension systems was deemed necessary by lawmakers in 1995. However, the 50-year
funding plan they adopted known as the “Pension Ramp,” was structurally unaffordable from the moment it was enacted. It did not reduce
principle until 2034 or pay the full annual interest cost; in addition, it incorporated a ramp-up period of 15 years that increased
contributions over an arbitrary starting level and significantly shortchanged the pensions system.® This resulted in deferring the entire 1995
unfunded liability of $19.5 billion almost 40 years, while allowing this deferral to grow at a set rate of 8.5% annually.’

e Unfortunately, under state law, any funding shortfall must be paid back with interest, compounded at each retirement system’s target rate of
return, currently pegged at 8.0% to 8.5% per year.™°

e Normal cost is the current total contribution required to fund the promised benefit upon retirement, based on actuarial tables.'* It is
typically expressed as the percentage of current payroll needed to fund future benefits. The ‘normal cost’ across all five Illinois’ pension
systems, as a percentage of active members’ payroll averages 9.13%.%% The national average for state and local government is 12.5%,
placing the normal cost of Illinois’ current defined benefit program far below the national average.*®

e  Actuaries have reported that in order to keep the unfunded pension liability from growing, the funding should cover “Normal Cost plus
Interest.” Meaning, the actuarially — determined amount to cover the growth in liability during this year, plus interest on the unfunded
balance. That amount in FY2009 is approximately $5.9 billion.**

e Infact, for Fiscal Year 2006, the normal cost was just $1.33 billion. However, the FY06 required pension payment was $2.1 billion,
meaning if lllinois had no unfunded pension liability, it would have had an additional $770 million for public services like education,
public safety and transportation.'®

e A common misconception is that taxpayers shoulder most of the cost of funding public pension systems. To the contrary, investment
income accounts for the majority of Illinois state retirement funding. Unfortunately, the ongoing struggles in financial and capital markets
continue to have a negative impact on investment returns for the state’s five retirement systems. In the current fiscal year 2009, investment
returns of the Teachers’ Retirement System are down 25.5%, and those of the State Universities Retirement System have declined 26.7%.
The remaining three systems’ investment returns have dropped by 20.9%.1¢

e  Compared to the rest of the country, Chicago (zip 60615)’s cost of living is 58.63% higher than the U.S. average. The unemployment rate
in Chicago (zip 60615) is 9.20 percent (U.S. avg. is 4.60%)."” Chicago’s overall cost of living is about 66% above the national average, as
the typical Chicago apartment rents for just over $1,000 a month, with utilities costing an average of $86.'¢

e According to the U.S. Department of Health and Human Services, the poverty level for a family of two is $14,570 annually or $1,214.17 a
month. That means the average SERS retiree who is coordinated with Social Security will live on $583.95 more a month — an amount
slightly above the poverty level *®

For more information please contact, Bukola Bello, Dir. lllinois Retirement Security Initiative
at (312) 332-1103 or bbello@ctbaonline.org
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