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Letter of Certification

Gabriel Roeder Smith & Company 20 North Clark Street 312, e
Consultants & Actuaries Suite 2400 312,
Chicago, IL 60602-5111 ww com

December 1, 2010

Board of Trustees

State Universities Retirement System of Illinois
1901 Fox Drive

Champaign, IL 61820

Re: Certification of Actuarial Results

Dear Members of the Board:

At your request, we have performed an actuarial valuation of the State Universities Retirement System of Illinois (“SURS”) as of
June 30, 2010. An actuarial valuation of the defined benefit plans of SURS is performed annually.

The actuarial valuation is based upon:

a. Data relative to the Members of SURS — Data for all Members, including those participating in the Self Managed Plan,
was provided by SURS staff. Such data is tested for reasonableness, but was accepted and used without verification or
audit.

b. Assets of the Fund — The values of SURS assets are provided by SURS staff and was reviewed for reasonableness, but
was accepted and used without verification or audit. First effective with the valuation as of June 30, 2009, the actuarial
value of assets, which smoothes investment gains and losses compared to the actuarial assumption of 7.75% (8.5% prior
to fiscal year 2011) over a five-year period, is calculated by the actuary and used to develop actuarial results.

c. Actuarial Method — The actuarial method utilized by SURS is the Projected Unit Credit Cost Method. The objective of
this method is to finance the benefits of SURS as such benefits accrue to each Member. Any Unfunded Actuarial
Accrued Liability (UAAL) under this method is separately financed. All actuarial gains and losses under this method are
reflected in the UAAL.

d. Actuarial Assumptions — The actuarial assumptions used in this valuation are summarized in the next few pages. The
investment return assumption was decreased from 8.50% to 7.75% first effective with the valuation as of June 30, 2010.
Certain assumptions applicable to members hired on or after January 1, 2011, were also first effective as of June 30,
2010. The remaining assumptions were adopted by the Board first effective for the valuation as of June 30, 2007.

The actuarial assumptions and methods used are in accordance with paragraph 36 of GASB Statement Number 25.

The trend data in the Financial Section and the schedules and other data in this Section are prepared by SURS staff with our
guidance.

The funding objective is to provide employer and employee contributions sufficient to provide the benefits of SURS when due and
to achieve an asset value equal to 90% of the Actuarial Accrued Liability by the end of fiscal year 2045. The financing objective
of SURS and the funding process to reach that objective are set out in Section 15-155 of the SURS Article of the Illinois Pension
Code.

The statutory funding policy set out in Section 15-155 of the Illinois Pension code results in lower near-term contribution
requirements than the Annual Required Contribution (ARC) as calculated under GASB 25. We recommend funding the ARC.
This letter does not certify that the funding method in the statute complies with generally accepted actuarial standards for the
funding of retirement systems.

The results of this valuation are based on the data and actuarial techniques described above and on the provisions of SURS at the
valuation date. Based on these items, we certify these results to be true and correct.

The undersigned are members of the American Academy of Actuaries (MAAA) and meet the Qualification Standards of the
American Academy of Actuaries to render the actuarial opinion herein.

Respectfully submitted,
AA

Leslie L. Thompson, FSA, EA, MAAA Amy W?ﬁiams, ASA, MAAA Cathy Nagy; FSA,
Senior Consultant Consultant Senior Consultant
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Actuarial Report

Pension Financing

The State Universities Retirement System of Illinois (SURS) is financed by employee contributions, employer
contributions (state appropriations and contributions from trust and federal funds), and investment earnings.
Employee contributions are established by the Illinois Compiled Statutes at 8% of pay. Investment earnings and state
funding are primary determinants of the System’s financial status.

Employer (state) contributions are determined through annual actuarial valuations. Actuaries use demographic data
(such as employee age, salary, and service credits), economic assumptions (such as estimated salary increases and
interest rates), and decrement assumptions (such as employee turnover, mortality, and disability rates) in performing
these valuations. The actuarial valuation process flows generally as follows:

1) Based on the demographic data and actuarial assumptions described above, the amount and timing of
benefits payable in the future is estimated by the actuary for all participants at the valuation date. Important
assumptions in this computation are the turnover, retirement age, and earnings progression for active
members, and mortality for all participants.

2) The actuary then calculates the Actuarial Present Value of these benefits. This is the amount necessary to be
invested at the valuation interest rate, at the valuation date, to provide benefit payments as they come due. Each
year’s estimated benefit payments are discounted by an assumed interest rate to determine the present dollar
value of benefits.

3) The final step is to apply a cost method assigning portions of the total value of benefits to past, present, and
future periods of employee service. This allocation is accomplished by development of normal cost and accrued
benefit cost.

There are several accepted actuarial cost methods. The one used by SURS is the projected unit credit cost method.
Under this method, the Actuarial Present Value of the projected pension at retirement age is determined at the indi-
vidual member’s current or attained age. The normal cost for the member for the current year is equal to the portion
of the value so determined assigned to this year. The normal cost for the plan for the year is the sum of the normal
costs of all active members.

Accrued benefit cost is the portion of the present value of benefits assigned by the cost method to years of

service up to the valuation dates at the time the estimate is prepared. Although accrued during each member’s
employment, benefits are not paid until the member retires; thus the value changes as the member’s salary and years
of service change. Furthermore, membership continually changes as some members leave and are replaced by new
members. The normal cost during FY 2010 was 17.73% of payroll, 8.0% of which is paid by the members’ contributions.
The remaining 9.73% is the employer’s portion of the normal cost.

Actuarial funding of System benefits would require annual State appropriations which at least cover the employer’s
normal cost (9.73% of payroll) plus an amortization of the System’s unfunded accrued benefit cost. The employer’s
normal cost plus amortization is called employer cost (see Schedule of Payroll Percentages). The State has not funded
the System on this basis. Historically, the State funded the System by reimbursement (in full or in part) of benefit
payments.

On August 22, 1994, Governor Jim Edgar signed legislation which requires a 15-year phase-in to a 35-year

funding plan which provides adequate annual funding of the employer’s normal cost while amortizing the unfunded
accrued actuarial liability. This law, Public Act 88-0593, went into effect on July 1, 1995. A significant difference
between the 1989 and 1994 funding legislation is that the latter takes the form of a continuing appropriation. This
removes the pension funding from the General Assembly’s annual budget negotiations and requires that the actuari-
ally determined annual funding become an automatic contribution (see Financing Objective). Ultimately, this funding
plan will increase the State’s pension funding from its current level of 50.4% to approximately 90%.

As required by Public Act 96-0043 the State of Illinois issued $3.466 billion in pension obligation notes on January 7,

2010, at an interest rate of 3.854%. The proceeds of these debt securities, taxable with a five-year maturity, were used
to fund the State's contribution to the five retirement systems, including $700.2 million paid to SURS.
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Actuarial Report

Valuation Results ($ millions)

Actuarial liability (reserves)
For members receiving annuities
For inactive members
For active members

Total

Actuarial value of assets
available for benefits

Unfunded accrued actuarial liability

$ 16,834.4
2,147.2

11,138.8

30,120.4

13,966.6

$ 16,153.8

Actuarial Liability

55.9%
Annuitants

37.0%
Active Members

7.1%
Inactive Members

Changes in the Unfunded Accrued Actuarial Liability ($ millions)

Unfunded accrued actuarial liability at June 30, 2009

Expected increase in unfunded accrued actuarial liabilty

Impact of change in actuarial assumptions (A

Actuarial differences
Investments other than 8.5%
Salary increases other than 5.5%
Age and service retirement differences
Termination differences

Mortality and disability incidence differences

Benefit recipient differences
New entrants
Other actuarial differences

Net actuarial loss

Unfunded accrued actuarial liability at June 30, 2010

$ 12,0342

667.5

2,413.9

940.5
(113.1)
(59.2]
32.0
(3.8)
104.7
65.6
715

1,038.2

$ 16,153.8

(A) On October 28, 2010, the SURS Board of Trustees authorized a change in the assumed actuarial rate of return

from 8.5% to 7.75% to be used in the determination of the projected liabilities for the June 30, 2010 actuarial valuation.

Actuarial Asset Valuation

The actuarial value of assets is used in determining the funding progress of the System and in establishing the
employer contribution rates necessary to adhere to the statutory funding plan. The actuarial value of assets is based
on a smoothed expected income investment rate. Investment income in excess or shortfall of the expected 8.5% rate
on fair value is smoothed over a five-year period with 20% of a year’s excess or shortfall being recognized each year

beginning with the current year.

The use of this actuarial method began with the valuation for the period ending June 30, 2009, as required by Public
Act 96-0043, which was signed into law on July 15, 2009.

A COMPONENT UNIT OF THE STATE OF ILLINOIS



Giving You Our Best ﬂ

Actuarial Report

Actuarial Cost Method

The projected unit credit cost method is used for retirement benefits. Under this method, the projected pension at
retirement age is first calculated and the value thereof at the individual member’s current attained age is

determined. The normal cost for the member for the current year is equal to the value so determined divided by the
member’s projected service at retirement. The normal cost for the plan for the year is the sum of the individual normal
costs.

The actuarial liability at any point in time is the value of the projected pensions at that time less the value of future
normal costs. For ancillary benefits for active members, in particular disability benefits, death and survivor benefits,
termination benefits, and the postretirement increases, the same procedure as outlined above is followed.

Estimated annual administrative expenses are added to the normal cost.

Employee Data

Employee data are provided by the administrative staff of the State Universities Retirement System. Various tests
are applied to check internal consistency as well as consistency from year to year. No calculations are made for
employees not yet hired as of the valuation date.

Financing Objective

Beginning in fiscal year 1996 the required contribution rates were based upon Public Act 88-0593, which calls for a
15-year-phase-in to a 35-year funding plan which provides for adequate annual funding of the employer’s

normal cost while amortizing the unfunded accrued actuarial liability. Annual funding under this plan will occur as a
continuing appropriation.

Defined Benefit Plan

Employer Contributions Received in Fiscal Year 2010
State appropriations (a) $ 561,210,890
State pension fund (a) 101,218,594
Federal/trust/employer funds/other 34,165,857
Total $ 696,595,341

Reconciliation to Total State Appropriations
Defined Benefit Plan-State

Appropriations received (a) $ 662,429,484
Defined Contribution Plan-State

Appropriations received 37,781,406

Total State Appropriations Received $ 700,210,890
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The projected required contribution rates and amounts are as follows:

Assumed
Fiscal Percentage Payroll Required
Year of Payroll ($ billions) Contribution
2012 2L.21% $4.21 $1,019,485,000
2013 25.28% $ 4.34 $ 1,096,727,000
2014 26.18% $ 4.48 $1,172,538,000
2015 27.02% $ 4.63 $1,249,859,000
2016 26.96% $4.79 $1,290,288,000
2017 26.97% $4.95 $ 1,335,964,000

The net State appropriation requirements can be determined by adjusting for such items as State Pension Fund
appropriations and contributions from federal and trust funds. The results are based on the projected unit credit
actuarial cost method, and on the data provided, and assumptions used, for the June 30, 2010 actuarial valuation. In
order to determine projected contribution rates and amounts, the following additional assumptions and estimates
were used:

Required Contribution
1) Covered payroll of $4.175 billion for fiscal year 2011. Dollars (millions)
2) 5.0% per annum rate of increase in covered payroll.
3) Total employer contributions of $888,142,000 for fiscal

year 2011. 1173
1097

1290 1336

1250
1019

As of June 30, 2010, the Unfunded Accrued Actuarial
Liability (UAAL) to be amortized was $16,153,784,000.

Summary of Major Actuarial Assumptions

H Mortality

Mortality rates are based upon the 1994 Group Annuitant
Mortality Table, with male ages set back two years and
female ages unadjusted. The assumed mortality rates for
active members are 75% of those for retirees.

2012 2013 2014 2015 2016 2017

Termination Rates

H Interest
8.5% per annum, compounded annually. Years of Service All Members
0 .295
H Termination 1 255
Rates of withdrawal are based upon ages and years of service as 2 190
developed from plan experience. Shown at right is a table of termination 3 160
rates based upon experience in the 2001-2006 period. The assumption 4 140
consists of a table of ultimate turnover rates by years of service credit. 5 120
6 .100
7 .090
8 .075
9 .065
10 .055
15 .030
20-24 .021
25-29 .016
30 & over 0.0
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Actuarial Report

H Salary Increases

Each member’s compensation is
assumed to increase by 5.0% each year,
except that rate is increased for mem-
bers with less than 9 years of service as
shown at right.

The payroll of the entire system is
assumed to increase at 5.0% per year
for purposes of calculating employer
required contribution.

H Retirement Age

Upon eligibility, active members are
assumed to retire as shown at right.

H Assets

Assets available for benefits are used at
market value.

B Expenses

As estimated and advised by the SURS
staff, based on current expenses with an
allowance for expected increases.

H Spouse’s Age

The female spouse is assumed to be
three years younger than the male
spouse.

In addition to the above, other assump-
tions used include disability incidence,
recovery from disability, mortality of
disabled lives, marriage, remarriage
rates with ages, and number of children.

These assumptions were adopted effec-
tive with the June 30, 2007 actuarial
valuation. They were developed based
upon an experience study completed in
December 2006.

Annual Compensation Increases

Additional Additional
Service Year Increase Service Year Increase
0 .0500 5 .0100
1 .0400 6 .0080
2 .0250 7 .0050
3 .0150 8 .0030
4 .0125 9 & over .0000

Retirement Rates

Members Eligible for

Members Eligible for

Age Normal Retirement Early Retirement

Under 55 .350 .000

55 .300 .070

56 .300 .050

57 .270 .050

58 .270 .055

59 .260 .060

60 120

61 120

62 .150

63 .150

b4 .150

65 .200

66 170

67 170

68 .170

69 170

70 & over 1.000

Analysis of Financial Experience

Gains & Losses in Accrued Actuarial Liability

For Fiscal Year Ended June 30, 2010 ($ millions)

Actuarial (gains) and losses
Investments other than 8.5% $ 940.5
Salary increases other than 5.0% (113.1)
Age and service retirement differences (59.2)
Termination differences 32.0
Mortality and disability incidence differences (3.8
Benefit recipient differences 104.7
New entrants 65.6
Other actuarial differences 71.5

Total actuarial loss $ 11,0382
Impact of change in actuarial assumptions 2,413.9
Expected increase in UAAL 667.5
Total financial loss
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Analysis of Funding

Schedule of Increases and Decreases of Benefit Recipients Benefit Recipients

10-Year Summary Persons (thousands)

Fiscal Beginning Ending 45 47 49
Year Balance  Additions Subtractions Balance 42 43
2001 30,790 2,430 595 32,625
2002 32,625 2,941 1,307 34,259
2003 34,259 3,278 1,147 36,390
2004 36,390 3,498 1,401 38,487
2005 38,487 2,559 1,246 39,800
2006 39,800 3,140 1,302 41,638
2007 41,638 3,325 1,568 43,395
2008 43,395 3,498 1,547 45,346 2006 2007 2008 2009 2010
2009 45,346 3,017 1,553 46,810
2010 46,810 3,599 1,506 48,903

Active Participant Statistics

10-Year Summary

Average

Fiscal Total Percent Average Percent Average Service
Year Males Females Actives Change Salary Change Age Credit
2001 31,897 38,985 70,882 (2.0%) 34,909 4.5% 47.3 10.8
2002 32,033 40,745 72,778 2.7% 35,795 2.5% 46.6 10.1
2003 31,356 40,100 71,456 (1.8%) 37,012 3.4% 46.9 10.1
2004 31,803 41,189 72,992 2.1% 36,880 (0.4%) 46.3 9.3
2005 31,207 40,455 71,662 (1.8%) 39,221 6.3% 46.8 9.7
2006 31,024 40,735 71,759 0.1% 40,696 3.8% 47.0 9.8
2007 31,019 41,073 72,092 0.5% 42,373 41% 47.0 9.8
2008 31,158 41,928 73,086 1.4% 43,460 2.6% 47.0 9.8
2009 31,185 42,514 73,699 0.8% 45,204 4.0% 47.3 9.9
2010 30,935 42,061 72,996 (1.0%) 45,988 1.7% 47.4 10.1

Analysis of Change in Membership

10-Year Summary

Fiscal Beginning Other Ending
Year Members Additions Retired Died Terminations Members
2001 72,365 7,785 1,966 152 7,150 70,882
2002 70,882 9,704 1,675 79 6,054 72,778
2003 72,778 8,830 1,946 174 8,032 71,456
2004 71,456 13,073 2,001 172 9,364 72,992
2005 72,992 10,310 1,566 180 9,894 71,662
2006 71,662 10,199 1,864 160 8,078 71,759
2007 71,759 10,021 1,749 173 7,766 72,092
2008 72,092 10,548 1,903 88 7,563 73,086
2009 73,086 9,610 1,484 120 7,393 73,699
2010 73,699 8,341 1,761 115 7,168 72,996
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Analysis of Funding

In an inflationary economy, the value of dollars is decreasing. This environment results in employee pay increasing
in dollar amounts, retirement benefits increasing in dollar amounts, and then, unfunded accrued liabilities increasing
in dollar amounts, all at a time when the actual substance of these items may be decreasing. Looking at just the dol-
lar amounts of unfunded accrued liabilities can be misleading. Unfunded accrued liabilities dollars divided by active
employee payroll dollars provides a helpful index which shows that the smaller the ratio of unfunded liabilities to
active member payroll, the stronger the system. Observation of this relative index over a period of years will give an
indication of whether the System is becoming financially stronger or weaker.

Summary of Accrued and Unfunded Accrued Liabilities ($ millions)

Net Assets at Assets as a Unfunded UAL as a

Accrued Market/Actuarial % of Accrued Accrued Active % of Active

Fiscal Year Liabilities Value of Assets (A) Liabilities  Liabilities (UAL)  Member Payroll ~ Member Payroll
2001 $ 14,9153 $10,753.3 72.1% $ 4,162.0 $ 2,474.6 168.2%
2002 16,654.0 9,814.7 58.9% 6,839.3 2,607.2 262.3%
2003 18,025.0 9,714.5 53.9% 8,310.5 2,763.4 300.7%
2004 19,078.6 12,586.3 66.0% 6,492.3 2,814.1 230.7%
2005 20,349.9 13,350.3 65.6% 6,999.6 2,939.1 238.1%
2006 21,688.0 14,1751 65.4% 7,513.8 3,054.1 246.0%
2007 23,362.1 15,985.7 68.4% 7,376.4 3,181.0 231.9%
2008 24,917.7 14,586.3 58.5% 10,331.4 3,303.2 312.8%
2009 26,316.2 14,282.0 54.3% 12,034.2 3,463.9 347.4%
2010 30,120.4 13,966.6 4L6.4% 16,153.8 3,491.1 462.7%

(A) Per Public Act 96-0043, the actuarial value of assets is used in determining the funding progress of the System and in
establishing the employer contribution rates necessary to adhere to the statutory funding plan. The actuarial value of assets is
based on a smoothed investment income rate. Investment income in excess or shortfall of the expected 8.5% rate on fair value
is smoothed over a five-year period with 20% of a year’s excess or shortfall being recognized each year beginning

with the current year.

Unfunded Accrued Liabilities as a % of Payroll
Payroll (%)

463
347
301 313

262

3 238 246 939

168

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

An increasing trend indicates a system is becoming financially weaker.
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Tests of Financial Soundness

The following four exhibits illustrate different measures of the financial soundness of the System. The Schedule of
Funding compares State appropriations to the actuarial funding requirements, statutory funding requirement, and
System expense. The Funding Ratios exhibit shows the percentage of the System’s accrued benefit cost covered by
net assets. This funding ratio is used to assess the System’s ability to make future benefit payments. The exhibit illus-
trates the ratio of net assets to the System’s accrued benefit cost over 10 years, with net assets valued both at cost and
at market. The Percentage of Benefits Covered by Net Assets exhibit compares the plan’s net assets with the mem-
bers’ accumulated contributions, the amount necessary to cover the present value of benefits currently being paid,
and the employer’s portion of future benefits for active members. The final test, Payroll Percentages, compares mem-
ber payroll to unfunded accrued benefit cost, normal cost, and total required contributions. These percentages should
decrease over the years if SURS is growing stronger.

Schedule of Funding: Fiscal Year 2001-2010 ($ millions)

Funding Requirements Covered Percentages

Gross Net System Employer Gross Net System
Fiscal ARC ARC Expense Contribution ARC ARC Expense
Year {1} (A) {2}(B) {3}(C) {4}(D) {5}E) {6}(F) {7}6)
2001 $548.1 $326.5 $676.0 $ 2471 45.1% 75.7% 36.6%
2002 686.9 436.9 755.1 256.1 37.3% 58.6% 33.9%
2003 843.8 597.5 848.6 2853 41.5% 65.3% 33.6%
2004 934.8 691.0 926.7 1,757.5 188.0% 254.4% 189.6%
2005 859.7 607.8 1,016.5 285.4 33.2% 47.0% 28.1%
2006 914.9 662.0 1,097.4 180.0 19.7% 27.2% 16.4%
2007 968.3 705.9 1,189.1 2611 27.0% 37.0% 22.0%
2008 971.6 707.5 1,287.8 344.9 35.5% 48.8% 26.8%
2009 1,147.3 874.0 1,384.9 451.6 39.4% 51.7% 32.6%
2010 1,278.3 1,003.3 1,489.6 696.6 54.5% 69.4% 46.8%

(Al The annual required contribution as defined in GASB Statement No. 25, “Financial Reporting for Defined

Benefit Pension Plans and Note Disclosures for Defined Contribution Plans.”

(B) The annual required contribution per Note A, less member contributions.

(C) Benefit and administrative expense.

(D) Contributions from The State of Illinois employer units and Pension Fund, and employer contributions from trust and
federal funds.

(E)  Employer contributions divided by the total required contribution (Column 4 divided by Column 1).

(F)  Employer contributions divided by the employer required contribution (Column 4 divided by Column 2).

(G)  Employer contributions divided by System expense (Column 4 divided by Column 3).
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Tests of Financial Soundness

Funding Ratios
10-Year Summary ($ millions)

Funding Ratio

Net Assets Net Assets at Market/ Actuarial Funding
Fiscal Year at Cost Actuarial Value of Assets (A) Requirement Cost Market
2001 $10,195.2 $10,753.3 $ 14,915.3 68.4% 72.1%
2002 10,169.7 9,814.7 16,654.0 61.1% 58.9%
2003 9,715.2 9,714.5 18,025.0 53.9% 53.9%
2004 11,371.7 12,586.3 19,078.6 59.6% 66.0%
2005 11,736.0 13,350.3 20,349.9 57.7% 65.6%
2006 13,414.9 14,1751 21,688.9 61.9% 65.4%
2007 14,089.0 15,985.7 23,3621 60.3% 68.4%
2008 14,282.3 14,586.3 24,917.7 57.3% 58.5%
2009 12,485.0 14,282.0 26,316.2 47.6% 54.3%
2010 12,672.7 13,966.6 30,120.4 42.1% 46.4%

(A) Per Public Act 96-0043, the actuarial value of assets is used in determining the funding progress of the System and in
establishing the employer contribution rates necessary to adhere to the statutory funding plan. The actuarial value of assets is
based on a smoothed investment income rate. Investment income in excess or shortfall of the expected 8.5% rate on fair value
is smoothed over a five-year period with 20% of a year’s excess or shortfall being recognized each year beginning with the cur-
rent year.

Benefits Covered by Benefits Covered by Funding Ratios
Net Assets at Cost Net Assets at Cost Percentage
Dollars (millions) Dollars (millions)

100

90

80

2006 2007 2008 2009 2010 2006 2007 2008 2009 2010 2006 2007 2008 2009 2010
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Percentage of Benefits Covered by Net Assets
10-Year Summary ($ millions)

Members
Member Curn.er.ltly Active/Inactive  Net Asset.s/ % of Benefits Covered by Net
Accumulated Receiving Members/ Actuarial Assets/Actuarial Value of Assets for

Fiscal Contributions Benefits Employers’ Portion Value of

Year {1}A) {2}(A) {3}A) Assets (B) {1} {2} {3}
2001 $3,863.0 $7,084.4 $3,967.0 $10,753.3 100.0 97.3 -
2002 4,145.0 8,115.4 4,393.6 9,814.7 100.0 69.9 -
2003 4,299.5 9,215.5 4,510.0 9.714.5 100.0 58.8 -
2004 4,529.6 10,145.8 4,402.9 12,586.3 100.0 79.4 -
2005 4,726.1 10,842.1 4,781.7 13,350.3 100.0 79.5 -
2006 4,957.3 11,7013 5,030.4 14,1751 100.0 78.8 -
2007 5,239.9 12,838.1 5,284.1 15,985.7 100.0 83.7 -
2008 5,426.8 13,978.1 5512.8 14,586.3 100.0 65.5 -
2009 5,688.9 14,802.6 5,824.7 14,282.0 100.0 58.1(C) -
2010 5916.3 16,834.4 7,369.7 13,966.6 100.0 47.8 -

(A) A test of financial soundness of a system is its ability to pay all promised benefits when due. Column 1 represents the value
of members” accumulated contributions. Column 2 represents the amount necessary to pay participants currently receiving
benefits. Column 3 represents the employer’s portion of future benefits for active members. Section 5/15-156 of the Illinois
Compiled Statutes provides an order of priority: that is, members’ contributions would be covered first, then current benefit
recipients and the employer portion of active and inactive employees. For a system receiving actuarially determined contribu-
tion amounts, the total of actuarial values in Columns 1 and 2 should generally be fully covered by assets, and the portion of
the actuarial value of Column 3 covered by assets should increase over time.

(B) Per Public Act 96-0043, the actuarial value of assets is used in determining the funding progress of the System and in
establishing the employer contribution rates necessary to adhere to the statutory funding plan. The actuarial value of assets is
based on a smoothed investment income rate. Investment income in excess or shortfall of the expected 8.5% rate on fair value
is smoothed over a five-year period with 20% of a year’s excess or shortfall being recognized each year beginning with the cur-
rent year.

(C) If the market value of net assets are used, the percent of benefits covered for category 2 is 36.9.
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Payroll Percentages: Fiscal Year 2001-2010 ($ millions)

Unfunded Accrued Employer
Benefit Cost Employer Cost Contributions
Amortization

Fiscal Member % of Normal % of of Unfunded Total % of Emp % of
Year Payroll  Amount Payroll Cost (A) Payroll Liability (B)  Payroll Cont.  Payroll
2001 $ 24746  $4,162.0 168.2% $ 247.9 10.0% $300.2 $548.1 21.1%  $2471 10.0%
2002 2,607.2 6,839.3  262.3% 231.4 8.9% 455.5 686.9  26.3% 256.1 9.8%
2003 2,763.4 8,310.5  300.7% 254.5 9.6% 589.3 843.8  30.5% 2853 10.3%
2004 2,814.1 6,492.3  230.7% 267.3 9.5% 667.5 9348  332% 1,757.5  62.5%
2005 2,939.1 6,999.6  238.1% 271.0 9.2% 588.7 859.7  29.2% 285.4 9.7%
2006 3,054.1 7,513.8  246.0% 292.3 9.6% 622.6 9149  30.0% 180.0 5.9%
2007 3,181.0 7,376.4  231.9% 301.4 9.5% 666.9 968.3  30.4% 261.1 8.2%
2008 3,303.2 10,3314  312.8% 310.4 9.1% 671.9 971.6  29.4% 344.9 10.4%
2009 3,463.9  12,034.2  347.4% 317.9 9.2% 829.4 11,1473  33.1% 451.6 13.0%
2010 3,491.1 16,153.8  462.7% 355.4 10.2% 922.9 12783  36.6% 696.6  20.0%

(A} Actuarially determined normal cost less member contributions.
(B) Total annual required contribution as defined by GASB Statement No. 25, “Financial Reporting for Defined Benefit
Pension Plans and Note Disclosures for Defined Contribution Plans.”

Schedule of Retirees and Beneficiaries Added to and Removed from Rolls - Defined Benefit Plan
10-Year Summary

Beginning  Number Number End of Annual Average % Increase
Fiscal of Year Added Removed Year Pension Benefit ~ Annual in Average
Year Balance to Rolls Allowances from Rolls Allowances Balance Amount Benefit Benefit
2001 30,790 2,430 - 595 - 32,625 $ 654,039,442 $ 20,047 6.7%
2002 32,625 2,941 - 1,307 - 34,259 727,495,026 21,235 5.9%
2003 34,259 3,278 - 1,147 - 36,390 820,418,360 22,545 6.2%
2004 36,390 3,498 - 1,401 - 38,487 899,587,841 23,374 3.7%
2005 38,487 2,559 - 1,246 - 39,800 983,321,902 24,707 5.7%
2006 39,800 3,140 - 1,302 - 41,638 1,067,075,275 25,627 3.7%
2007 41,638 3,325 - 1,568 - 43,395 1,155,124,989 26,619 3.9%
2008 43,395 3,498 - 1,547 - 45346 1,254,030,795 27,655 3.9%
2009(A) 45,346 3,017 127,710,300 1,553 (30,203,460) 46,810 1,351,537,635 28,873 4.b%
2010 46,810 3,599 139,122,054 1,506 (33,710,616) 48,903 1,454,470,195 29,742 3.0%

(A) FY 2009 is the first year in which the allowances related to retirees added to or removed from the rolls have been calcu-
lated as part of the actuarial valuation.
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