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 4/4/06 SURSMAC Meeting 
Report to A/P Council 

Prepared by Jake Baggott, SURSMAC member 
 

The Spring SURSMAC meeting convened on April 4th in Champaign, IL.  
Subcommittees (Legislative & Benefits) met at 10:30 and the full committee meeting 
began at 12:00 p.m.  Minutes from the Fall meeting were reviewed and approved (copy 
attached).  The financial update was given by Mr. Dan Allen.  In summary, SURS 
investment returns for the year-to-date stand at 10.4%.  SURS fund assets total $14.29 
billion and existing liabilities are $21.15 billion, resulting in a funding ratio of 67.6%, up 
2% from the beginning of the year.  Bond sale investment returns are at approximately 
14% which exceeds the hurdle rate of 7.2% 
 
Discussion regarding the new 6% rule (PA 94-4) focused on how the calculations would 
occur.  See attached explanation from SURS dated (March 2006).    Since that meeting 
SB 49 amends this act relative to the 6% rule and new exemptions (see attached 
Legislative update). 
 
SURS legislative priorities are focused on Funding Issues.  Next Spring, following the 
Fall elections is considered a critical time for pension funding.  SURS is currently 
bidding out its lobbying contract and hopes to focus its lobbying efforts on the funding 
issue.   
 
Constitutional protections of the SURS system and benefits were discussed.  The Illinois 
Constitution does provide protection against diminishment of existing benefits for 
existing employees.  However, the Sklodowski Illinois Supreme Court case established 
that neither retirement systems nor participants have any constitutional or vested 
contractual right to enforce statutory funding obligations. 
 
Below are observations about SURS participants: 
 52% of SURS participants are professors and teachers. 
 48% are staff employees, such as janitors, groundskeepers and secretaries. 
 SURS participants and annuitants live throughout the state. 
 At least 65% of SURS participants earn $50,000 or less per year. 
 79% of SURS participants are full-time employees. 
 57% of SURS participants work at the universities. 
 35% work at the community colleges, including the City Colleges of Chicago. 
 8% work at other entities such as the state scientific surveys. 
 SURS has 72,000 active and 65,000 inactive participants and 40,000 benefit 

recipients.1 
 They work for 68 different employers across the state. 

 

                                                 
1 Numbers are rounded to the nearest thousand and are as of June 30, 2005. 



STATE UNIVERSITIES RETIREMENT SYSTEM

Estimated Funding
Assets Liabilities Ratio Month FYTD

Jun-05 13.36$         20.35$         65.6%
Jul-05 13.69          20.45          66.9% 2.6% 2.6%

Aug-05 13.66          20.55          66.5% 0.3% 2.9%
Sep-05 13.80          20.65          66.8% 1.4% 4.3%
Oct-05 13.49          20.75          65.0% -1.8% 2.4%
Nov-05 13.82          20.85          66.3% 2.6% 5.1%
Dec-05 13.97          20.95          66.7% 1.6% 6.8%
Jan-06 14.35          21.05          68.2% 3.3% 10.3%
Feb-06 14.29          21.15          67.6% 0.1% 10.4%

Note:  Assets and liabilities are estimated through February 28, 2006.
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rformance Summary – June 20

 
 

 

 
January

2006
Fiscal

Y-T-D
1 Year 
Ended1 

3 Years 
Ended1 

5 Years
Ended1

10 Years
Ended1

 SURS TOTAL FUND 3.3% 10.3% 13.5% 16.6% 5.1% 9.1%
 Market Goal / Policy Portfolio 3.4% 10.5% 13.9% 17.0% 5.2% 8.7%
 Public Funds Index 3.0% 9.8% 13.2% 16.1% 5.3% 8.5%

U.S. Equity Portfolio 3.4% 9.7% 12.3% 18.2% 2.1% 9.1%
Performance Benchmark 3.6% 10.1% 13.2% 18.7% 2.1% 9.2%

Private Equity Portfolio 3.3% 8.5% 18.1% 10.6% -4.6% 28.9%
Performance Benchmark 5.3% 8.9% 19.7% 23.5% 4.5% 14.4%

Non-U.S. Equity Portfolio 6.6% 24.2% 25.8% 29.8% 6.8% 6.9%
Performance Benchmark 7.0% 24.7% 26.9% 30.1% 7.3% 7.4%

Global Equity Portfolio 5.0% 16.4% 18.6% 22.6% 11.4% 11.4%
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Performance Benchmark 4.5% 15.2% 17.0% 21.7% 10.3% 10.3%
Core / Core Plus 0.3% 0.8% 3.2% 4.9% 6.5% 6.8%
Performance Benchmark 0.1% 0.3% 2.3% 4.4% 6.0% 6.3%

TIPS 0.2% 0.5% 3.0% 6.0% 7.9% 8.3%FI
X

E
D

 
IN

C
O

M
E

 

Performance Benchmark 0.0% 0.1% 2.9% 5.3% 7.3% 7.7%
Direct Real Estate 3.9% 6.2% 6.2% 6.2% 6.2% 6.2%
Performance Benchmark 4.4% 9.3% 9.3% 9.3% 9.3% 9.3%

RE Investment Trust Securities 6.9% 13.2% 30.7% 31.6% 21.1% 23.7%R
E

A
L

 
E

ST
A

T
E

 

Performance Benchmark 7.2% 14.4% 33.0% 32.4% 20.3% 22.9%
 Opportunity Fund   

 SURS 5.4% 11.3% 14.9% 15.5% 10.5% 11.3%
 Performance Benchmark 4.9% 13.4% 18.0% 15.9% 10.8% 11.3%
U.S. Equity Benchmark –Wilshire 5000 Index; Private Benchmark –Wilshire 5000 Index +500 bp (reported quarterly in arrears); Non-U.S. Equity 
Benchmark –MSCI All Country World Ex-U.S. Index; Global Equity Benchmark –MSCI World Index; Core Fixed Income Benchmark – Lehman 
Brothers Universal Bond Index; TIPS Benchmark – Lehman Brothers U.S. TIPS Index; Real Estate Benchmark – Wilshire Real Estate Securities 
Index; Opportunity Fund Benchmark – Blended combination of the individual portfolio benchmarks.  1 or since inception, whichever is less 

 
 
    Actual v. Policy Deviation 
      As of January 31, 2006 
 

  
 
 

 
 
 
 
 

 $’s 
(in millions) Actual %

Interim 
Target % 

U.S. Equity  $       5,646  39.3% 38.5%
Private Equity              572  4.0% 4.0%
Non-U.S. Equity           2,879  20.1% 18.5%
Global Equity              768  5.3% 5.0%
Fixed Income           3,001  20.9% 23.0%
TIPS              560  3.9% 4.0%
Opportunity Fund              218  1.5% 2.0%
Real Estate              705  4.9% 5.0%
Total Fund  $     14,349  100.0% 100.0%
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State Universities Retirement System             March 27, 2006 
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Legislative update 
 
The legislature has just concluded its Spring 2006 session.  There are two pieces of 
legislation passed this Spring that you might find of interest.  These bills will go to the 
Governor for his consideration. 
 
Senate Bill 49 
 
Senate Bill 49, or SB 49, makes several changes to the “6% provision” made last year 
in Public Act 94-4.  The 6% provision requires employers to pay to SURS the actuarial 
value of any increase in benefits caused by earnings increases in excess of 6% year-
over-year during a participant’s final rate of earnings period.  The 6% provision does not 
cap or limit a participant’s benefit, it merely requires the participant’s employer to pay 
SURS the actuarial value of a portion of a participant’s benefit, where the limit is 
exceeded.  SURS has promulgated a rule on the 6% provision as enacted.  Of course, if 
SB 49 is enacted into law, SURS will modify the rule to reflect the changes in the law. 
 
Here is a summary of the changes to the 6% provision made by SB 49: 
 

 Earnings increases are measured on a full-time equivalent basis.  This 
means, for example, that the employer of a part-time employee whose work 
goes from 40% time to 50% time, but at the same rate of pay, is not subject to 
the 6% provision. 

 Exemptions created: 

o All persons who have not been employees for more than 10 years at the 
time of retirement. 

o Overloads, including summer contracts, solely for academic instruction, in 
excess of the standard number of instruction hours for a full-time 
employee occurring during the academic year that the overload is paid, 
and paid at the same or lesser rate of pay based on the participant’s 
current salary rate and work schedule. 

o Overtime, where the employer certifies it is necessary for the educational 
mission. 

o Promotion to a position that existed and was filled for no less than one 
academic year at an average salary rate paid for other similar positions, 
that is one of the following: 

 To a higher classification under the State Universities Civil Service 
System. 

 A tenure or tenure-track position. 



 To a position recommended on a promotional list created by the 
Illinois Community College Board. 

o Earnings increases paid after July 1, 2011, but before July 1, 2014, 
pursuant to a contract or collective bargaining agreement entered into on 
or after June 1, 2005, but before July 1, 2011. 

 Change in method for billing employers. 

 
Budget implementation bill (BIMP) 
 
Senate Bill 1977 is the budget implementation bill.  Among other things, this bill creates 
the Pension Stabilization Fund.  In years in which the state’s estimated general funds 
revenues exceed the prior fiscal year’s estimated general funds revenues by 4% or 
more, 0.5% of the excess would go into the Pension Stabilization Fund, to be distributed 
to the five state-funded retirement systems in addition to any amount appropriated for 
that year.  In the case where this happened for two or more fiscal years, 1% of the 
excess would go into the Pension Stabilization Fund.  Unfortunately,  SURS does not 
expect to see any revenue from the Pension Stabilization Fund for fiscal year 2007.  
The legislative Commission on Government Forecasting and Accountability has done 
an analysis of the legislation and has forecast that no revenue would be transferred to 
this Fund in fiscal year 2007. 
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The 6% Rule: Employer Contributions for Benefit Increases Resulting from Earnings Increases 
Exceeding 6%, 80 Ill.Adm.Code 1600.122 (March 2006). 
 
I. Legislative Background: Public Act 94-4 
 

Effective June 1, 2005, Public Act 94-4 enacted Section 15-155(g) of the Illinois Pension Code (40 ILCS 
5/15-155(g)).  The new section requires employers to pay “the present value of the increase in benefits resulting 
from the portion of the increase in earnings that is in excess of 6%” in “any academic year used to determine the 
final rate of earnings” (or “FRE”).  As mandated, the State Universities Retirement System has adopted guidelines 
(“the 6% rule”) implementing Section 15-155(g).  The 6% rule will become effective in late March 2006. 
 
II. How the 6% Calculation Works 
 

The 6% calculation does not apply to retirements where the benefit was highest under the Money 
Purchase formula.  If the retirement benefit was highest under the General Formula: 

 
Step 1: The participant’s monthly retirement annuity is calculated as normal.   
Step 2: The “base amount,” is calculated under the General Formula.   However, earnings increases are limited 

to 6% per academic year.  Some increases are exempt from the limitation, as discussed below.  For final 
48-month FRE periods, partial academic years in the beginning are disregarded. 

Step 3: The difference between Step 1 and the Step 2 is the “benefit increase.” 
Step 4: The employers are billed the present value of the “benefit increase,” which is called the “employer cost.”  

The present value is calculated using actuarial tables matching the type of benefit received and 
demographics.  A single-life table is used for Traditional retirees having no survivor. 

 
III. Exempt Earnings Increases 
 
1) Vacation pay and unused sick leave paid under a collective bargaining agreement are exempt.   
 
2) Earnings increases paid under contracts or collective bargaining agreement entered into or renewed 

before June 1, 2005, are grandfathered.  Once a member gives notice of the intent to retire, grandfathered 
earnings must be paid within 4 years of the contract expiration date, unless another date was in the contract 
before June 1, 2005.  A grandfathered contract may be amended or renegotiated after June 1, 2005, if there is 
no increase in FRE earnings (unless the grandfathered contract had a salary reopener provision) and if the 
expiration date remains unchanged.  If an earnings increase is paid outside the scope of a grandfathered 
contract, the exemption will not apply to that increase.  However, other increases paid within the 
grandfathered contract’s scope will remain exempt. 

 
IV. How Employers are Billed 
 

Once a retirement annuity is finalized, the System will perform the 6% calculation and send notice to the 
affected employer(s) quoting the employer cost.  The employer has 30 days during which it can contest the 
employer cost.  Absent any contest, the employer will be formally billed on the 15th of the second calendar month 
following the notice date.  Once formally billed, the employer will have 30 days to pay the bill.  If the employer 
cost is contested and upheld, then the employer must pay the employer cost within 30 days after a final non-
appealable decision by either the Board of Trustees or a court. 








































