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Please note: The figures for FY2018 are shown in these talking points for illustration. They have 

been reviewed and approved by the state actuary and certified by the Board of the Teachers' 

Retirement System but have not yet been transmitted to the Governor or the leadership of the 

four legislative caucuses. 

The Actuarial Equation 

Contributions (C) + Investment Earnings {I)= Benefits Earned {B) 

• Benefits Earned are subject to constitutional protections. See Appendix 1 for a brief

summary of the relevant law.

• Investment earnings over the long term have exceeded actuarial assumptions on rate of

return. Our most recent fiscal year results (net of all fees) are:

o 5 year 6.8%

o 10 year 5.4%

o 20 year 7 .2%

o 30 year 8.2%

• Contributions come from:

o Members at a statutory 9.0% each pay period
• See Appendix 2 for the history of the member contribution rate

o Local school districts vouchered monthly
• Local funds at statutory 0.58% of payroll
• Salaries paid by federal funds are subject to the same rate as the state

o State of Illinois - pays the balance of the required contribution after deducting

member and district contributions from the total cost

Full funding of 100% of the liability is the goal, not some lesser amount. This is the only way to 

ensure equity between generations of taxpayers. Any funding level less than 100% can still be 

seen as sound, and often is, so long as there is a demonstrated and credible history of steady 

progress towards full funding. 

How the Contribution Should Be Calculated 

Actuaries use a model that considers both economic and demographic factors to determine the 

total contribution required to fund pensions as they are earned by members. 

Examples of economic factors: 

• Inflation

• Rate of return, or interest rate for discounting liabilities
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• Reducing the current year's contribution by the savings that will be realized from hiring

Tier II teachers in the future

In other words, just about everything possible that you could do to backload and reduce the 

current pension contribution is in statute. Kicking the can is the law of the land in Illinois. The 

problem will continue to grow for another 15 +/- years. 

An important point to understand in the context of debating solutions to the funding shortfall is 

that roughly 65% of the liability that is on the books today relates to members who are already 

retired and collecting a benefit. Most of the remaining liability is for active members who are in 

the late stages of their career. In other words, there is little room for reducing the existing 

liability by legislation. 

Current and next fiscal year impact is shown below and the history graphically in Appendix 3. 

Fiscal Year Statutory Actuarial 

2017 $3.987 Billion $6.071 Billion 

2018 $4.565 Billion $6.876 Billion 

Note: The composition of the FY 2018 contribution is both illuminating and sobering. Of the 

total $4.565 billion, $975 million is the normal cost. i.e., the cost of the pensions as they are 

being earned. The balance is required to pay down the prior decades of underfunding. In other 

words, had TRS been properly funded all along, and considering that our actuarial assumptions 

were reasonably close to actual experience, our required contribution would be some $3.0 

billion lower and those funds would be available for other budget priorities. 

What Is the Current Funding Status of TRS? 

In a given year, the actuarial equation should be in balance or close to it. By definition C + I = B 

must balance over time. 

Where are we now at TRS? The equation today is badly unbalanced: 

C + I = B - $71.4 Billion 

The unfunded pension liability at TRS is $71,407,792,496. The funded ratio for the system is 

39.8% on an actuarial basis, 38.1% on a market value basis. 

We have less than $0.50 on the dollar to pay benefits for retired members and $0 (other than 

their contributions) accumulated for future benefits due to active members. 
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