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WILLIAM G. HOLLAND
SUPPLEMENTAL DIGEST TO RETIREMENT SYSTEMS® AUDITS
For the yvears ending June 30, 2002 and June 30, 2003

According to figures provided by the retirement systems, the cumulative unfunded actuarial acerued hability for the
five State-financed retirement systems as of June 30, 2003, was £43.1 hillion, The unfunded liability increased over $8.1
ballion (23%) during FY 2003,
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Retirement Accrued Liability Value of Assets Unfunded Accrued Liability Funded Ratio
System feol. {a} - col. {b]] fool. (b)(a)]
002 | 2003 2002 2003 002 | 2003 002 | 2003
Teachers' § 43048 § 46933 |§ 22366 § 23125 |$ 20682 | § 23,808 520% @ 493%
State Universiies |§ 16854 § 18025 [§ 9815 '§ 0715 [$ 68319 § 8310 589% | 539%
State Empioyees' |§ 14201 |§ 17504 |§ 7674 (§ 7502 |§ 6617 § 10092 837% | 426%
Judges’ $§ 102 s 1076 [§ 344 '§ 330 |§ 677 s 746 B 0T%
GenerdlAssembly (§ 185 i§ 197 |§ 54 (§ 50 |§ 131 i§ 147 | 293% | 253%
Notes: MCompiation of fha funded rabio based upan the iotal value of assals and accrued Rabilities for all five retirement systems in the aggregate.
FY 02 {540,253/ 875,159), FY 03 (340,722/ 583,625

In FY 1996 a State funding law became effective, changing State retirement funding practices. Public Act 88-0593
provided for a stated 50-year funding plan which included a 1 5-year phase-in period, State contributions are to be made
through a continuing appropriation instead of the annual budgetary process. The law was designed o increase pension
funding incrementally until a 90% funded level is achieved.

Public Act 92-0566 became effective June 25, 2002, and provided an early retirement incentive (ERI) for those
participants under the State Employees” Retirement System who terminated service before December 31, 2002 {or April
30, 2003, for certain cases). The increase in the unfunded actuarial acerued liability due to the ERI is to be amortized
over ten years resulting in an annval increase in State funding of $380.3 million to the State Emplovees” Retirement
System and $1.7 million to the Teachers® Retirement System through fiscal year 2013,

Public Act 93-0002 became law on April 7, 2003, and authorized the State 1o issue $10 billion in general obligation
bonds for the purpose of making contributions to the retirement systems. On June 12, 2003, the State issued $10 billion
in General Obligation Bonds, Pension Funding Series of June 2003,

Pursuant to Public Act 93-0002, 52,160.0 million of the proceeds were set aside 1o repay the Stare for the last
quarter contributions to the retirement systems for fiscal year 2003, and to pay all of the fiscal year 2004 contributions.
£481.0 million was set aside to make interest payments on the bonds in fiscal year 2004, Interest payments are due
December 1, 2003, and June 1, 2004, 541.7 million was incurred in bond issuance and other costs. The remaining
57.317.3 million was allocated to the retirement systems based on each system’s relative portion of the total unfunded
liability at June 30, 2002. The allocations of the bond proceeds were made to each system on July 1, 2003.
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Commencing with fiscal year 2005, the maximum State contribution under Public Act 93-0002 equals the State
contribution that would have been required if the general obligation bond contribution had not been made, reduced
but not below zero — by the State’s debt service on each system’s respective portion of the full $10 billion of General
Obligation Bonds, Pension Funding Series of June 2003, The table below outlines the caleulation of the fiscal year 2005
required State contribution by system.

atio 0 E 05 Req B I » "
(1) {2) 3 {4) (5)
State Contribution | State Contribution Required State
Retirement System Under Roguiar | _Under Reguiar | Amountof Pension | - VETLR B8 -
Funding Plan Withowf| Funding Plan With | Bonds Debi Service col. (1) - ok, (3)] owar of
Pension Bonds | Pension Bonds kool {1] - ol col. (2) or col. (4]]
Teachers' § 11959 § 1,161.4 § 9022 $ 9022
Mandated ERI Contribution 17 1.7 1.7 17
Guaranteed Minimum Annuity™ 31 11 BT | vl 5
Total $ 1,200.7 $ 1,166.2 § 2037 @070 § 9070
State Universities § 3671 % 3566 § o974 $ 2700 § 2700
State Employees : § 4508 $ 4400 § 3568 § 3568
Mandated ER! Contribufion' 380.3 380.3 3803 380.3
Total $ 8311 § 6203 § 40 b § 7314
Judges' § 416 $ 404 $ 98 $ 320 $§ 320
General Assembly § 65 g $ 18 5 .47 A
TOTAL $ 24470 % 23898 £ 496.2 £ 1,950.8 § 1,950.8
Mol Pension Bonds = Ganeral Obligation Bonds, Pension Funding Series, June 2003
tmquired Eary Ratirement incentive (ERI) corfribution purswant to PA 92-0566, nat alfected by Stae maximum confribuiion calculation,
[Z1Tna State appropriabes funds necessary to pay minimum benekss provided by statute, nat affacted by State maximum contribution caleulation

I'he table below summarizes the continuing appropriation requirements and the debt service payments for the General
Obligation Bonds - Pension Funding Series, June 2003,

Continuing Appropriations and Debt Sprwcp- Payments for Pensions

FY 2002 FY 2003 FY 2004 FY 2005 @
Retirement System Increase | Total Increase | Total Increase :Totad Continuing| Increase : Requred State
Continuing Appropriations | ¢ ;"ﬂmﬁ&"‘qﬁ?ﬁﬂn Eﬁ”ﬁﬁ Aﬁm s mpitinbol 1 or sl mggfﬁm
Teachers'” $ 905 {§ 8154 [3 147 i§ 9304 [§ 101.6 | §1.030.7%|§ (1247 | § 9070
State Universities $§ 78 i% 2404 |S 202 {§ 2696 |$ 421 :§ MT |S (M7 § 2700
State Employees’ $ 271 (§ 3671 |3 317 i$ 398 |$ M22 |$ 510%|§ 2261 i § 7N
Judges' $ 33 ;% 5|8 39 (% 34 |$ S is 3658 @5 320
General Assembly $ A4S AT ST Sty OS2 1S H s BRSPS IS T
Subtotal $ $ $ $ 541  §19508

1201 | §1,455.1 180.0 | §1,635.1 2616  §1,806.7

Debt Service P ts
General Obd Bonds - : | : i
Pension Funding Saries, : : i !

Jume 2003 g .08 i 0o 1§ 00 0.0 481.0: 5 4810 152 : § 49627

Mates: MLinaudited.
A inaudited, estimate provided by Refirement Systems.
%mmwmrmmmmwMMmummmmsmmmm are not part of the confinuing approoniation.
Sl Inaudited, includes $1.0 millon tha is requined per PA 5240566 for funding of Eary Retirement Incantive (ERI).
Sl inaudibed, includes $70.0 milion that is required per PA 92-0588 for funding of Early Refirement Incentive (ERI),
Bllinaudited, bond proceads of $481.0 milion were capitaized and earmarked fo fund inlesest payments duse Decembar 1, 2003, and Jure 1, 2004,
MUnaudited, scheduled debt service payments in FY 05 - inferest onfy,




