COMMISSION ON GOVERNMENT
FORECASTING AND ACCOUNTABILITY

PENSION IMPACT NOTE

96TH GENERAL ASSEMBLY

BILL NO: SB 1292, as amended by HA #1 and HA #2 June 30, 2009
SPONSOR (S): Martinez, Collins, et al. (McCarthy)
SYSTEM(S): General Assembly Retirement System, Judges’ Retirement System,

State Employees’ Retirement System, State Universities” Retirement
System, Teachers’ Retirement System

FISCAL IMPACT: The fiscal impact of SB 1292, as amended by HA
#1 and HA #2, is detailed in Table #1 in the last section below. As
shown therein, SB 1292, as amended by HA #1 and #2, reduces the
required state contributions to the five state retirement systems by a total
of $53.9 Billion over the period under review. This reduction in
contributions has a net present value of $11.2 Billion.

SUBJECT MATTER: SB 1292, as amended by HA #1 and HA #2, amends the General
Assembly, Judges’, State Employees’, State Universities’, and Teachers’ Articles of the
Illinois Pension Code to increase the required retirement age and reduce total available
retirement benefits for members beginning employment after August 1, 2009. In
addition, the employee contribution rate for retirement benefits is reduced and the final
average salary calculation is modified and limited. Retirees are offered a choice of
several survivor annuity payment plans and are allowed to choose the one which best
matches their individual circumstances. All of the above changes apply only to members
beginning employment after August 1, 2009 and none of them apply to existing
employees in any manner.

FISCAL IMPACT: The fiscal impact of SB 1292, as amended by HA #1 and HA #2, is
detailed in Table #1 in the last section below. As shown therein, SB 1292, as amended
by HA #1 and #2, reduces the required state contributions to the five state retirement
systems by a total of $53.9 Billion over the period under review. This reduction in
contributions has a net present value of $11.2 Billion.

COMMENTS: SB 1292, as amended by HA #1 and HA #2, will establish the normal
retirement age at 67 years of age with 10 years of service credit, or at age 62 with 35
years of service credit. Employees retiring after age 62 with less than 35 years of service
credit will lose "2 of 1% of their retirement benefits for every month the retiree is under
age 67 at the time of retirement. SB 1292, as amended by HA #1 and HA #2, will
establish the maximum creditable service for retirement benefits at 35 years.
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SB 1292, as amended by HA #1 and HA #2, defines the final average salary, for pension
calculation purposes, as equal to the highest average monthly salary for 96 consecutive
months in the last 120 months of employment. If the employment period is less than 96
months, the final average salary will be equal to the average monthly salary for the entire
employment period. However, the average salary of the last 12 months cannot exceed the
overall average salary by 25%, Further, the final average monthly salary cannot exceed
$12,500 or the Social Security covered wage base, whichever is less. The final average
salary will not include mileage, food, lodging or any imputed value for life insurance.

The pension annuity will be equal to 2% of the final average salary for each year of
service credit for employees not coordinated with Social Security, and 1.5% of the final
average salary for each year of service credit for employees coordinated with Social
Security. Since the maximum creditable service will be 35 years, the maximum pension
annuity will be 70% of the average final salary. After retirement, the pension annuity
will increase each year by 3% or 2 the Consumer Price Index, whichever is lower.
There will be no compounding of these annual increases.

Retirees will be able to select from a number of different plans for survivor annuities.
The first available choice will be the Joint and 50% Survivor Annuity. Under this plan,
the member will receive a reduced annuity with a designated survivor receiving 50% of
the annuity upon the retirees death. The second available choice will be the Joint and
75% Survivor Annuity. Under this plan, the member will receive a reduced annuity with
a designated survivor receiving 75% of the annuity upon the retirees death. The third
available choice will be the Joint and 100% Survivor Annuity. Under this plan, the
member will receive a reduced annuity with a designated survivor receiving an
unchanged amount upon the retirees death. The final available choice will be a Single
Life Annuity with 60, 120 or 180 months of guaranteed identical payments. Under this
plan, the retiree or their survivor will receive the chosen number of identical monthly
payments as long as either of them survives. In all of the above options, the system
actuaries will calculate the appropriate reduced payment amounts such that there will be
no significant increase in the system’s unfunded actuarially accrued liabilities.

SB 1292, as amended by HA #1 and HA #2, will provide refunds to all contributing
members that do not receive a pension. The refund will equal all contributions plus
interest at 3% annually or '2 the Consumer Price Index, whichever is less. There will be
no compounding of interest. Reentering the retirement program after taking a refund will
require payment of the entire refund amount, plus interest at the actuarially accrued
interest rate. Persons reentering service within 3 years of retirement will qualify to have
their retirement annuity amount recalculated as though they never stopped working by
repaying all retirement benefits received plus interest at the actuarially accrued interest
rate.

All employees will contribute 7% of their salary toward pension benefits, except for TRS
annuitants which shall contribute 8%. There will be no contributions taken from annual
salaries over $150,000, or the Social Security covered wage base, whichever is less.



SB 1292, as amended by HA #1 and HA #2

Fiscal
Year

2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045

Totals

GS:dkb

Annual
Payroll

$16,420.4
17,109.2
17,849.2
18,613.6
19,398.5
20,221.7
21,078.5
21,976.9
22912.3
23,900.8
24,956.0
26,067.4
27,239.4
28,467.9
29,748.2
31,102.8
32,493.4
33,946.5
35,460.6
37,030.9
38,683.7
40,421.0
42,2262
44,109.1
46,058.4
48,093.0
50,217.9
52,443.4
54,769.6
57,184.0
59,659.8
62,245.5
64,978.9
67,885.2
70,953.3
74,194.7
717,604.3

Total
Payout

$6,861.1

7,250.2

7,667.3

8,113.4

8,582.1

9,100.7

9,628.7
10,164.9
10,710.1
11,269.6
11,843.7
12,423.9
13,015.8
13,621.0
14,242.2
14,876.3
15,530.2
16,198.6
16,856.7
17,526.4
18,197.6
18,886.3
19,584.1
20,282.6
20,977.3
21,656.2
22,341.4
23,011.9
23,661.0
242822
24,8375
25,341.9
25,755.6
26,074.4
26,303.4
26,445.8
26,568.3

TABLE #1 - Five State Retirement Systems

COGFA Projections of SB 1292 HA #1 & HA #2

State
Contribution
State as Percent
Contribution  of Payroll

$2,759.6 16.81%
3,976.7 23.24%
4,684.5 26.24%
4,860.0 26.11%
5,093.6 26.26%
53343 26.38%
5,583.8 26.49%
5,845.5 26.60%
6,098.1 26.61%
6,366.9 26.64%
6,655.6 26.67%
6,942.2 26.63%
7,248.1 26.61%
15722 26.60%
79132 26.60%
8,257.3 26.55%
8,615.1 26.51%
9,014.0 26.55%
9,432.2 26.60%
9,848.6 26.60%

10,291.6 26.60%

10,741.7 26.57%

11,215.2 26.56%

11,735.2 26.61%

12,297.3 26.70%

14,113.4 29.35%

14,735.4 29.34%

15,386.8 29.34%

16,067.6 29.34%

16,774.1 29.33%

17,497.9 29.33%

18,253.8 29.33%

19,053.0 29.32%

19,903.0 29.32%

20,800.7 29.32%

21,749.1 29.31%

22,746.7 29.31%
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Actuarial
$119,084.4
125,208.0
131,447.7
137,825.0
144,295.0
150,835.8
157,426.1
164,047.9
170,693.3
177,357.0
184,028.7
190,677.3
197,317.2
203,935.0
210,512.7
216,831.3
223,057.7
229,154.3
235,088.1
240,815.4
246,295.0
251,500.3
256,371.7
260,880.7
264,964.1
268,583.8
271,710.4
2742827
276,260.2
277,607.3
278,297.6
277,959.4
271,001.5
275,494.5
273,517.9
271,149.6
268,468.4
265,475.7

Assets
$64,673.7
46,321.3
48,522.8
51,245.2
53,947.0
56,663.8
59,356.9
62,028.1
64,691.5
67,332.0
69,956.6
72,576.1
75,185.3
71,796.2
80,421.4
83,067.3
85,734.8
88,421.6
91,162.7
93,988.9
96,889.6
99,883.8
102,978.2
106,204.0
109,621.1
113,293.5
118,588.6
124,370.7
130,723.5
137,740.4
145,526.3
154,228.6
164,003.9
175,096.4
187,810.0
202,475.8
219,421.5
238,928.1

Unfunded

$54,410.8

78,886.7

82,924.9

86,579.8

90,347.9

94,172.0

98,009.2
102,019.8
106,001.8
110,025.1
114,072.1
118,101.2
122,131.9
126,138.8
130,091.3
133,764.0
137,322.9
140,732.6
143,925.3
146,826.5
149,405.4
151,616.4
153,399.5
154,676.7
155,343.0
155,290.4
153,121.8
149,911.9
145,536.7
139,866.9
132,771.3
123,730.7
112,997.6
100,398.1

85,707.9

68,673.8

49,046.8

26,547.6

Funded
Ratio

54.3%
37.0%
36.9%
37.2%
37.4%
37.6%
31.7%
37.8%
37.9%
38.0%
38.0%
38.1%
38.1%
38.1%
38.2%
38.3%
38.4%
38.6%
38.8%
39.0%
39.3%
39.7%
40.2%
40.7%
41.4%
42.2%
43.6%
45.3%
47.3%
49.6%
52.3%
55.5%
59.2%
63.6%
68.7%
14.7%
81.7%
90.0%

Reduction in

State Contri-

bution due to
Benefit

Change

$0.0
0.0
669.0
697.9
721.7
758.9
791.5
825.1
860.7
898.4
938.5
981.2
1,026.2
1,073.2
1,122.2
1,174.4
1,228.0
1,283.4
1,341.0
1,401.2
1,464.3
1,531.0
1,600.2
1,671.6
1,745.0
1,822.1
1,903.1
1,987.8
2,076.3
2,168.2
2,262.1
2,360.2
2,464.0
2,574.6
2,691.6
2,815.3
2,945.5

$53,881.4
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Present Value
of Reduction
in State Contri-
bution

$0.0
0.0
568.5
546.7
525.5
505.2
485.7
466.7
448.8
431.8
415.9
400.8
386.4
372.5
359.1
346.4
333.9
321.7
309.8
298.4
287.5
271.1
266.9
257.1
2474
238.1
229.2
220.7
212.5
204.6
196.8
189.2
182.1
175.4
169.0
163.0
157.2

$11,197.5



