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STATE RETIRMENT SYSTEMS OVERVIEW 
Zachary Hollinshead, Pension Analyst 

 
The Commission has reviewed the State-funded retirement 
systems’ FY 2023 preliminary actuarial reports, which were 
issued prior to November 1st, pursuant to P.A. 97-0694, the State 
Actuary Law.  Under the State Actuary Law, the systems must 
annually submit a proposed certification for the following fiscal 
year prior to November 1st of the current calendar year.  The 
State Actuary then must issue a preliminary report concerning the 
systems’ proposed certification by January 1st.  The State 

Actuary’s report must identify any recommended changes in actuarial assumptions based upon the 
review of the retirement systems’ actuarial assumptions.  
 
Using the actuarial (smoothed) value of assets, the total unfunded liabilities of the State systems totaled 
$141.4 billion on June 30, 2023, led by the Teachers' Retirement System (TRS), whose unfunded 
liabilities amounted to $81.9 billion.  As the largest of the State systems, TRS accounts for 
approximately 57.6% of the total assets and 57.8% of the total liabilities of the five State systems 
combined. 
 
The State Employees’ Retirement System (SERS) had unfunded liabilities of $29.8 billion, 
approximately 21.1% of the total unfunded liabilities of the five systems, followed by the State 
Universities Retirement System (SURS) with unfunded liabilities of $27.7 billion, which represents 
19.6% of the total unfunded liabilities. Table 1 provides a summary of the financial condition of each 
of the five State retirement systems, showing their respective liabilities and assets as well as their 
accumulated unfunded liabilities and funded ratios. 
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TABLE 1  
 

 
 

A more realistic valuation of the true financial position of the State retirement systems would be based 
upon the market value of the assets, as shown in Table 2 below. Utilizing the market value of assets, 
the combined unfunded liabilities of the State systems totaled $142.3 billion on June 30, 2023. TRS, 
whose unfunded liabilities amounted to $81.9 billion, represents approximately 57.5% of the 
combined total unfunded balance. Table 2 provides a summary of the financial condition of each of 
the five State retirement systems, showing their respective liabilities and assets as well as their 
accumulated unfunded liabilities and funded ratios. 
 

 

 

 

 

 

 

 

 

Accrued Actuarial Unfunded Funded
Liability Assets Liability Ratio

TRS $148,398.3 $66,502.3 $81,896.0 44.8%

SERS $53,908.5 $24,072.1 $29,836.4 44.7%

SURS $51,050.8 $23,364.7 $27,686.1 45.8%

JRS $3,041.4 $1,357.1 $1,684.3 44.6%

GARS $365.7 $85.8 $279.9 23.5%

TOTAL $256,764.7 $115,382.0 $141,382.7 44.9%

System

($ in Millions)

Summary of Financial Condition FY 2023
State Retirement Systems Combined

Assets at Actuarial Value / With Asset Smoothing (P.A. 96-0043)
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TABLE 2 

 

The funded ratios of the respective systems may be compared to the aggregate funded ratio. The combined 
funded ratios based on the actuarial and market value of assets for FY 2023 were 44.9% and 44.6%, 
respectively, as shown in Tables 1 and 2 (the 15-year history of the systems’ cumulative funded ratio is shown 
in Chart 6). While the General Assembly Retirement System (GARS) had the poorest funded ratio, the funded 
ratios of the other four pension systems ranged between 43% and 46% funded.  

Chart 1 on the following page shows a 15-year history of the cumulative unfunded State pension liability and 
is based upon calculations performed by the retirement systems’ actuaries using the market value of assets for 
all years, including FY 2023. Overall, the aggregate unfunded liability has grown significantly over the past 
15 years from $77.8 billion in FY 2009 to $142.3 billion in FY 2023. 

The primary driver behind the growth in the combined unfunded liability has been actuarially insufficient State 
contributions determined by the current pension funding policy under P.A. 88-0593. As the actuaries for the 
State retirement systems have noted in their respective annual actuarial valuation reports, the funding plan 
under P.A. 88-0593 produces employer (State) contributions that are actuarially insufficient, meaning if all 
other actuarial assumptions are met, unfunded liabilities will still increase due to the State contributing an 
amount that is not sufficient to stop the growth in the unfunded liability.  Hence, there is a distinction between 
contributions that are statutorily sufficient and contributions that are considered actuarially sufficient.  The 
annual reports of the State Actuary have noted this distinction as well. 

 

 

Accrued Market Unfunded Funded
Liability Assets Liability Ratio

TRS $148,398.3 $66,504.7 $81,893.6 44.8%

SERS $53,908.5 $23,415.4 $30,493.1 43.4%

SURS $51,050.8 $23,110.6 $27,940.1 45.3%

JRS $3,041.4 $1,325.9 $1,715.5 43.6%

GARS $365.7 $83.4 $282.3 22.8%

TOTAL $256,764.7 $114,440.1 $142,324.6 44.6%

System

($ in Millions)

Summary of Financial Condition FY 2023
State Retirement Systems Combined

Assets at Market Value / Without Asset Smoothing (P.A. 96-0043)
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Further details on the main factors affecting the unfunded liability can be found in Charts 4 and 5. 

 
CHART 1  

 
 
Over the course of the past five years, the cumulative unfunded liability peaked at $144.2 billion in 
FY 2020, until FY 2021 saw a significant improvement, due in large part to exceptional investment 
returns. As mentioned above, actuarially insufficient state contributions under the statutory funding 
plan were the main cause of the upward pressure on the unfunded liability.  

In FY 2023 the unfunded liability based upon market value of assets increased by approximately $2.5 
billion, a 1.8% increase from the previous year, due mainly to larger than expected salary increases 
in all five systems. Details on the factors affecting the change in the actuarial unfunded liability in 
FY 2023 can be found in Chart 4.  
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CHART 2  

 
 
Chart 2 above presents the unfunded liability history of the five systems over the last 15 years but 
provides a more detailed picture of how the unfunded liability of the respective systems has changed 
during the same time period. As shown, the three biggest systems, TRS, SERS, and SURS, make up 
the majority of the aggregate unfunded liability. Due in part to TRS having the largest portfolio of 
the “Big 3” systems, TRS’ changes in unfunded liability tend to be greater in nominal terms than the 
other Big 3 systems. One of the steepest rises in the TRS trend line can be seen between FY 2008 
and FY 2009, which can be explained by unprecedented investment losses that occurred during the 
Great Recession. TRS was especially hard hit and suffered investment losses of more than 20% in 
FY 2009.  In addition, TRS experienced one of its largest hikes in the unfunded liability in FY 2012 
and FY 2016 as TRS reduced its assumed investment rate by 0.5% in each respective year.  In FY 
2023, TRS’ market value unfunded liability increased to $81.9 billion from $80.7 billion in FY 2022, 
due in large part to greater than assumed salary increases and actuarial programming enhancements 
(valuation software enhancements).  TRS says that actuarial programmatic changes occur annually.  
This year’s most significant change centered around an actuarial assessment of COLA start dates, in 
an effort to better reflect actual experience vis-à-vis prior assumptions.  

Table 3 below shows the historical changes in the investment return assumptions for each of the five 
State systems. All five systems left their respective investment return rate assumptions unchanged in 
FY 2023. 
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TABLE 3 

 
 
Chart 3 presents investment returns experienced by each of the systems in FY 2023 based upon both 
the actuarial (smoothed) value, shown in blue, and market value, depicted in red.  

CHART 3 

 
To reduce the impact of volatile investment performance from year to year, asset smoothing was implemented 
beginning with the FY 2009 actuarial valuation reports of the State systems with the adoption of P.A. 96-
0043, which took effect on July 15, 2009. Asset smoothing is a technique that averages the annual fluctuation 
in investment performance over a period of five years.  

Chart 4 on the following page outlines the factors that have caused the unfunded liability to change for FY 
2023 only.  

System 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

TRS

SERS

SURS

JARS

GARS 6.50%

NOTE: The years associated with investment rate assumption changes above reflect the actuarial valuation year, not the fiscal year in which the State 
contribution was calculated using the new rate.

6.75%

7.00% 6.75%

7.00% 6.75%

Historical Change in Investment Rate Assumptions

7.00%

6.75%

6.50%

6.50%

8.00% 7.50%

7.75% 7.25% 7.00%

7.75% 7.25%

Figures in blue are based upon the actuarial value of assets. 
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CHART 4 

 
 

1 P.A. 100-0587, effective June 4, 2018, created the two voluntary Accelerated Pension Benefit 
Payment Programs (the pension buyout programs) for TRS, SURS, and SERS.  P.A. 101-0010, 
effective June 5, 2019, extended the buyout programs by 3 more years to June 30th, 2024.  P.A. 102-
0718, effective May 5, 2022, extended the programs further, until June 30, 2026.  While SERS did 
not report data from the buyout programs, TRS reported an actuarial gain of $35.5 million and SURS 
reported an actuarial gain of $10.9 million in FY 2023.  

As shown in Chart 4, the primary contributor to this increase was due to salary increases for active 
members and demographic experience losses across all five systems.  The unfunded liability increased 
by a total of $1.074 billion in salary increases for FY 2023, with SERS adding $528.8 million, SURS 
adding $293.9 million and TRS adding $237.2 million.  Demographic and other miscellaneous 
changes to the five systems increased the collective unfunded liability by $767.6 million, with TRS 
increased by $486.3 million, SERS adding $182.6 million, and SURS adding $61.5 million. Examples 
of demographic and other miscellaneous changes include other actuarial experiences such as 
deviations between actual and expected benefit payments and refunds that were not easily attributable 
to one of the categories already addressed.   
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Chart 5 below shows the change in the unfunded liability since the enactment of P.A. 88-0593 in FY 
1996, commonly known as the “1995 pension funding law,” or “the ramp,” which created the 50-
year funding policy that governs annual State contributions to the five State systems.  

CHART 5 

 

 

1 P.A. 100-0587, effective June 4, 2018, created the two voluntary Accelerated Pension Benefit 
Payment Programs (the pension buyout programs) for TRS, SERS, and SURS. P.A. 101-0010, 
effective June 5, 2019, extended the buyout programs by 3 more years to June 30th, 2024. P.A. 102-
0718, effective May 5, 2022, extended the programs further, until June 30, 2026.  

From FY 1996 through FY 2023, the unfunded liability increased by $122.7 billion to $142.3 billion. 
Actuarially insufficient State contributions have contributed the most to the increase in unfunded 
liability, accounting for approximately 48.0% of the total increase. Actuarial assumption changes 
caused a $31.30 billion increase, accounting for 25.5% of the total increase. Demographic changes 
and other factors and investment returns that did not meet assumed rates have augmented the increase 
in unfunded liability over time.  

Chart 6 on the following page shows the systems’ funded ratio based on the market value of assets. 
The funded ratio at any single point in time is less important than the trend over time. While both the 
unfunded liability (Chart 1) and funded ratio (Chart 6) illustrate the financial condition of the pension 
systems, the two are negatively correlated by nature—when one rises, the other falls. 
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CHART 6 

 

Table 4 on the next page shows the FY 2025 employer normal cost for the five State systems. The normal 
cost is, in essence, the present value cost of the benefits accrued in a given fiscal year. Put differently, if the 
respective systems were 100% funded, the State of Illinois would be obligated to pay the employer normal 
cost only, meaning there would be no amortization payments of the unfunded liability. The FY 2025 employer 
normal cost accounts for approximately 20% of the preliminarily-certified FY 2025 State contributions to TRS 
($1.32 B), SERS ($582.6 M), SURS ($472.0 M), JRS ($28.9 M), and GARS ($1.9 M).  
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TABLE 4 

 

Table 5 compares FY 2025 Actuarially Determined Contributions (ADC) and FY 2025 State 
contributions under P.A. 88-0593. While the Statutory contributions are determined by the current 
funding policy under the Illinois Pension Code, ADCs are calculated by each respective systems’ 
actuary pursuant to the Governmental Accounting Standards Board Statements (GASB) 67 and 68.  
GASB 67 and 68 allow each system to determine their own respective amortization periods. 

TABLE 5 

 

*ADCs under the respective systems’ funding policy that meets requirements of GASB Statements 67 
and 68 may be calculated differently by each system, i.e., the amortization periods in which the 
unfunded liability is amortized may differ. For example, TRS uses a closed 20-year period, SERS uses 
a 25-year closed period, and SURS uses a 30-year closed period.   

Table 6 on the following page shows the FY 2024 State contributions pursuant to P.A. 103-0006 and 
the FY 2025 estimated State contributions based on the systems’ preliminary certification letters for 
FY 2025.  FY 2025 estimated State contributions were certified by the Boards of trustees of the five 
systems. FY 2024 State contributions to the five systems were $10.94 billion. The FY 2024 State 
contributions are estimated to be $11.27 billion, an increase of $324.2 million or 3% over FY 2024.  
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TABLE 6 

 

 System Other State Funds
TRS $0.70 $6,043.85

SURS $215.00 $2,133.34

SERS 1 $911.59 $2,589.80
GARS $0.00 $26.47
JRS $0.00 $147.84

Total $1,127.29 $10,941.30

System Other State Funds 3

TRS $0.00 $6,203.92
SURS $215.00 $2,214.12

SERS $881.88 $2,672.35
GARS $0.00 $26.21
JRS $0.00 $148.89

Total $1,096.88 $11,265.50

Total FY 2025 Pension Appropriation: $11.26 Billion
Total Increase, FY 2024 to FY 2025: $324.20 Million                                                      

Total GF Increase, FY 2024 to FY 2025: $354.61 Million

$148.89
$10,168.62

2   This chart is meant to be an estimate only insofar as the FY 2025 appropriation by fund is concerned. The amounts in this chart 
reflect the State systems' preliminary FY 2025 certifications.  Also, pursuant to P.A. 97-0694, the State Actuary Law, the State 
Actuary is required to conduct a review of the systems' actuarial assumptions/methods that are used to perform actuarial valuations 
and to determine the State contributions. The State Actuary is required to recommend changes in the assumptions/methods before 
the State systems finalize certifications of the annual State contributions.                                                                                                                                                                                                                                                                                               

3   The SURS "Other State Funds" amount assumes that SURS will receive a FY 2025 appropriation from the State Pension Fund in 
the same amount that SURS is expected to receive from the State Pension Fund in FY 2024.  SURS' historical appropriation from 
the State Pension Fund varies from year to year. 

1  SERS' FY 2024 appropriation includes a total of $117.1 million in 2003 POB debt service. Of this amount, according to SERS, 
$77.2 million comes from the General Revenue Fund (GRF) and $39.8 million comes from "Other State Funds." The SERS 
appropriation breakdown is based upon SERS' assumption that 67% of the SERS appropriation will come from GRF, while 33% will 
come from "Other State Funds."

Total FY 2024 Pension Appropriation: $10.94 Billion

$26.21

FY 2025 Estimated Pension Appropriation by Fund 2

($ in Millions)

  General Funds Total
$6,203.92
$1,999.12
$1,790.48

$9,814.01

     FY 2024 Pension Appropriation by Fund 
via P.A. 103-0006

($ in Millions)

General Funds Total 
$6,043.15
$1,918.34
$1,678.21

$26.47
$147.84
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The following pages include pension funding projections for the five State retirement systems based 
on the respective retirement systems’ FY 2023 preliminary actuarial valuations. These projections 
were generated by the retirement systems’ respective actuaries.  
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