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INTRODUCTION

This digest covers our financial statement audit of Teachers’ Retirement System of the State of Illinois
(System) for the year ended June 30, 2013. A report on the results of the compliance examination covering the
year ended June 30, 2013 will be issued in a separate report at a later date.

FUNDED RATIO

The actuarial accrued liability was valued at $93.9 billion at June 30, 2013. The actuarial value of assets (at
smoothed value) totaled approximately $38.2 billion at June 30, 2013. The method for determining the actuarial
value of the assets was changed beginning with the June 30, 2009 valuation from the market value to a smoothed
value where the actuarial investment gains or losses for each year are recognized in equal amounts over the
ensuing five-year period. The difference between the actuarial accrued liability and the actuarial value of assets
of $55.7 billion reflects the unfunded liability of the System at June 30, 2013. The System had a funded ratio (at
smoothed value) of 40.6% at June 30, 2013. When using the market value the System would have had a funded
ratio of 42.5% at June 30, 2013.

AUDITORS’ OPINION

The auditors stated the financial statements of the Teachers’ Retirement System of the State of Illinois as of
June 30, 2013, and for the year then ended, are presented fairly in alkfmaterial respects.
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SPECIAL ASSISTANT AUDITORS

Our special assistant auditors for this audit were McGladrey LLP.

{Financial data is summarized on the next page.}
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TEACHERS' RETIREMENT SYSTEM OF ILLINOIS

For the Year Ended June 30, 2013

FINANCIAL AUDIT

OPERATING STATEMENT ANALYSIS 2013 | 2012
Additions:
CONEIIDULIONS = IMIBIMDETS. ...ttt et e et e et e st e e st e e e s e e s sreeenns $ 921,422,657 $ 917,661,328
Contributions - State of HIINOIS...........ccccoiiiiieic e 2,703,312,213 2,406,364,156
Contributions - School Districts / EMPIOYETS........cccvoiviieriiieniere e 157,179,243 154,894,946
TOtal CONEIIDULIONS. ....ciceveie ettt e s e e e s sb e e e senbee s 3,781,914,113 3,478,920,430
Investment Income - Increase/(Decrease) in Fair Value...........ccoccovoevvvinieeirinnn. 3,801,020,789 (569,789,574)
Investment Income - Income From INVESTMENTS.........ccvvvvieeiiiiiiiiieee e 1,041,120,321 1,028,703,620
INVESEMENT EXPEINSE. ...c.vviveerieeiiesieeiiestee e ee st e e reeseeeneesteetesseesaeeseeseeesaeaseesaeeeesreens (280,372,727) (234,807,327)
Total INVESTMENT INCOME.....viiiviiie ittt ettt e s s s e e s sb e e s srbaeeans 4,561,768,383 224,106,719
Total AItIONS. ... 8,343,682,496 3,703,027,149
Deductions
1 LY 1] TR 4,893,084,234 4,553,822,073
RETUNGS. ..ottt ettt et et et te et e s teeaesreenteenes 88,397,549 84,635,032
AdMINIStrAtiVE EXPENSES. ...vvveivrereeieeesieeeeseesieseesreestesseesieeseesseeseesseesseesesseesseseessees 20,257,553 19,011,899
TOAl EXPENSES. ...veviveieiieite sttt sttt ettt e e sseeseeseabesseebeebeabeateare e 5,001,739,336 4,657,469,004
Additions Over/(Under) DedUCLIONS........c.couerveieieieieieiseseses s $ 3,341,943,160 $ (954,441,855)
INVESTMENT PORTFOLIO ANALYSIS - Fair Value June 30, 2013 | June 30, 2012
Do I Vg ToToT 4 1T $ 6,872,432,511 $ 6,826,294,726
B GUITIES .ttt r et re e r e resresre st rs 17,116,072,384 15,764,857,982
REAI ESTALE.......oiiticieceie ettt ettt et ettt eae et ear e ereeras 4,680,490,237 4,480,390,766
SOME-TEIM INVESTMENES. ...ttt ettt e e e e et e e e e e ee e e e e s s eeeireeeeees 1,448,944,819 885,036,978
Private EQUILY INVESIMENTS. ....ccviiviiiiiiiieiesiesieieie et ne e 4,687,146,815 4,175,728,282
LT I 1 0 TR 2,661,472,243 2,582,307,633
ADSOIULE RELUIM.......eiiiiiicic ettt ettt et et ste et sbe e 2,110,246,003 1,978,268,562
FOrEIGN CUITENCY ... eeiiieieiteeie ettt te e e st e st ste e beesaesreesbesneesaaesbesneeneeaneens 114,363,611 81,921,602
DIBIIVALIVES. ...ttt ettt ettt e e e e ettt e e e e e ettt e e e e s s eat bt et e e e s s ssssbaeeeeesseasbaaneeeessaans (9,415,670) 7,297,522
Total INVESTMENT POIFONIO. ......ciceeie ettt $ 39,681,752,953 $ 36,782,104,053
ADMINISTRATIVE EXPENSES 2013 | 2012
PEISONGAL SEIVICES. . ..vviiiviiiitie ettt ettt e st e e sb e e e et e e s teesaaeesbee s $ 15,482,674 $ 14,856,497
ProfeSSIONAl SEIVICES. ... vvviiieiiie ittt ettt e s bb e s s srba e s s s bbaeessreeas 1,460,844 1,216,461
POSTAGE. .. vttt ettt ettt sttt sttt ettt n e n Rt n e e Rt Rt e Reereereeteereerearen 253,734 292,006
Machine Repair and Rental...........ccocooiiiiiiininieeeeeee e 571,212 583,638
Other ContraCtUal SEIVICES. ........eiii ittt e et e e e e e et raaeeas 914,800 878,682
(0] 101101010 [ T<E TR TTTRT 429,789 291,941
OCCUPANCY EXPEINSE. ...ttt ittt ettt nr e nneenes 242,689 248,570
[ T=T o T - o] o TSP 901,811 644,104
Total AdMINIStrative EXPENSES. ........cveieieieieieies e se ettt $ 20,257,553 $ 19,011,899
SUPPLEMENTARY INFORAMTION June 30, 2013 | June 30, 2012
BeNefit RECIPIENTS. ...t ieieieeee ettt 108,783 105,447
ACHIVE MBMDBTS.. ..ottt be e ere e e sre e 160,692 162,217
INACTIVE IMBIMDEIS. ...ttt et e e e e ettt e e e s e et e e e e e e eeaaeaeeees 120,325 99,052
TOAL ...ttt ettt e ettt et e e ae e 389,800 366,716
FUNDING PROGRESS June 30, 2013 | June 30, 2012
Actuarial Accrued Liability.........cocovieieieieiececeeeee e $ 93,886,988,000 $ 90,024,945,000
ACTUATTAL VAIUE OF ASSEES......vviiiiiiiiiictiii ettt ettt s et e s st e e s et e e e s sabe e e s erees 38,155,191,000 37,945,397,000
Unfunded Actuarial Accrued Liability........cccoooiiiiiiiiieniie e $ 55,731,797,000 $ 52,079,548,000
[ (=To Lo o TP 40.6% 42.1%

EXECUTIVE DIRECTOR

During Engagement Period: Richard W. Ingram
Currently: Richard W. Ingram
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