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STATE RETIREMENT SYSTEMS
STAFF REPORT ON LEGISLATION AFFECTING
GENERAL ASSEMBLY RETIREMENT SYSTEM

96th General Assembly

HOUSE BILL 3798, as amended by House Amendment 1

Representatives McCarthy — Madigan, et al

PROPOSAL

House Bill 3798, as amended by House Amendment 1, amends the General Assembly
Retirement System (GARS) Article of the Pension Code to require GARS to create a self-
managed program (SMP) of retirement benefits for persons who become members of the
General Assembly on or after the effective date of the SMP, but in no event later than
January 1, 2010. The bill allows members of the General Assembly on the effective date
of the SMP to elect to terminate participation in the GARS defined benefit program and
begin participation in the SMP.

COMMENT

SMP Creation and Administration

HB 3798, as amended, authorizes GARS to establish and administer an SMP to offer
GARS participants an opportunity to accumulate assets for retirement through a
combination of participant and State contributions that may be invested in various types
of assets. GARS is deemed the plan sponsor and is required to prepare a plan document
and adopt any rules and procedures necessary for the administration of the SMP. The
GARS Board of Trustees may delegate aspects of plan administration to companies
authorized to conduct business in the State of Illinois.

GARS is required to solicit proposals to provide administrative services and funding
vehicles from financial institutions and contract with at least 2 but no more than 7
companies authorized to do business in the State. GARS may also offer an investment
fund managed by the Illinois State Board of Investment (ISBI). The bill requires the
System to periodically review each contracted company.

SMP Participation
HB 3798, as amended by House Amendment 1, creates two groups of SMP participants.

Currently Eligible Participants

The bill defines this group as participants who are members of GARS on the date GARS
first offers the SMP. Each participant will be given the choice to irrevocably elect in




writing (within 5 years of the effective date of the SMP) to remain in the GARS defined
benefit plan or switch to the SMP. Participants who fail to make an election will
continue to participate in the defined benefit plan. The System is required to provide
written educational information regarding the participant’s retirement program choices
and counseling from the GARS prior to making the election.

Currently eligible participants who elect to participate in the SMP will begin participation
the month following the election and participation in the defined benefit plan will end on
that same day. At that time all employee and employer contributions, plus interest would
be transferred from the defined benefit plan to the participant’s SMP account. The
interest rate is defined as the actual rate of return the System has earned during the time
period corresponding to the actual investment of the contributions being transferred.

Newly Eligible Participant

HB 3798, as amended by House Amendment 1, defines this group as all participants who
become members of the General Assembly on or after the effective date of the SMP.
These participants will be automatically enrolled in the SMP.

Employee and Employer Contributions

HB 3798, as amended by House Amendment 1, requires employees to contribute 11.5%
of salary to the SMP accounts and allows GARS to adopt rules to allow participants to
make additional contributions to the SMP account. The bill requires the State to
contribute to each SMP account an amount equal to the required employee contribution
rate (11.5% of participant’s salary).

The bill specifies that an SMP participant becomes vested in the State contributions to the
SMP account after attainment of 5 years of service credit, the death of an active member

with at least 1%2 years of service, or the member’s election to retire under the Reciprocal
Act.

SMP Benefits

HB 3798, as amended by House Amendment 1, specifies that an SMP participant who is
vested in State contributions is eligible for a benefit based on both employee and State
contributions and any interest earned thereon upon termination of employment.
Participants who are not vested upon termination of employment will be eligible for a
benefit based on employee contributions only, and any investment interest earned
thereon. The State contribution shall be forfeited by the participant and held in escrow to
reduce future allocations of State contributions to the defined contribution plan.

RECOMMENDATION

It is the recommendation of the staff that the System take no position on House Bill 3798,
as amended by House Amendment 1.




154 S99 €'9S 08t %LLVY8LL %006 oct ¢LLL coel %8€ 051 1L 66l L0 S¥0Z

(g'zg) roy
(e'1€) 8'8¢ 5L z9 0'¥S 6.1 %LLEISE %006 gel Lee £oe %8E0S ) £ 994 60 vp0T
(8°62) £LE 05'L 6S L'lS 6Ll %Py LOPL %668 (a4 A 14} L'zl %8051 gt A o'l £402
(v'82) 6'SE 6v'L LS 96y 911 %6LZ6ZL  %.'68 v'sL Leet L'6pL %8€ 051 gL o8l Al Zvoz
(1'28) S've 8b'L SS Sl [:72% %T0'EECL  %Y68 &9l AT 2SS %8E 061 0z 98l £ L0z
(£'52) ZEE 8L 2s 14 L %LGL6LL %068 8/ gl 9'Z94 %8€°05L 54 €6l 3! ovoz
(bv2) 61€ ov'L 0s rey 9/1 %iV9LLL %988 €6 €064 9691 %8E 061 5z 002 9L 6202
(1'e2) L0€ 862 8 Sy Sl %G08LLL  %T88 80z 2'561 9'9LL %8E 051 8z 90z 6 8€02
(6'12) 562 8L v L6E viL %69'SZLL  %L'L8 92 ziol €8l %8E 064 0¢ e 0z 1£02
(9'02) v'8e 8LL 144 8.E £Lh %9L'890L  %T L8 v 599l 606 %BE 054 ve FAY4 €2 9e02Z
(e'61) £i2 16°L 4 (13 L %Py IOl %998  §9C Sl 086} %8E 05} ec zze (¥4 5802
(1'el) z29z g 6¢ £vE 0L %PP8E0L %098 982 Z9L4 602 %BE 051 44 Lz 8z $£0Z
{6'91) A4 €€'8 Le 92¢ 891 %ECETOL  %EG8  T'IE 9084 812 %8E 054 9y 12 0¢ ££02
(9's1) £vZ 118 9€ 6°0E 594 %.8'996 %S '¥8 g€ Lv8i 5812 %8€ 05} zs SeZ 127 260z
(€p1) £ee 168 re 6T £91 %81°086 %LES  9'9E £'89) 6922 %8€°051 9 Lee Le 1£0Z
(oet) 522 056 ¢ 9.2 091 %EL 0V6 %678  96¢ €16} 6062 %9€ 05} €9 374 144 0£0Z
(g'11) 91z 186 oe 662 851 %ZY'Or6 %88 0cP S'E6l 5'9eC %8¢ 051 89 0ve Sy 6202
(s°01) 802 ve ol 82 vvZ €51 %9Z'926 %808  S9p zs6 Lwe %9€ 05} SL 0ve 0s 8202
(z'6) 664 vL0b 9z Lze 051 %2y TE6 %96L 0§ 0961 vove %BE 061 i'g ove ¥ 1202
(8°2) Z64 el ve zie vyl %S5 016 %E8L SYS 296l 9052 %8E 054 06 8¢z 09 9202
(r'9) v'elL 2oL 44 S6L 6€EL %Sy L06 %89L 065 Z'56l Tyse %8E"051 96 Lee 59 5zZ0Z
6%) 8lL 982} L'z 08l ¥El %B0'688 %ZTS.  9€9 r'esl z'152 %8E 054 0L pee [ yZ02
(9°¢) Vb 0S¢l 61 591 8zi %9568 %Y eL 1’69 v'061 §'652 %8E 054 9L €T LL £zoz
(4] s9l 7y L) 05l 44! %96 768 %PLL LpL S981 1192 %8€°051 Al 82z €g zeoz
(o) 6'GL 87} 9 g€l 9il %89°016 %E6Y 908 9’18l 1'z9z %905} €€l £22 88 1202
20 & 85°5) A €2k 604 %YTEL6 %09 998 8'5.1 v'Z9e %BE 0G4 44 ¥4 ¥6 0zZ0Z
£l gvi 60°9L £l 0k 201 %8226 %9v9 676 €691 AT %8E 08} R4 Lz 66 6102
vz v v9'9i [ 86 6 %8¢ 296 %0Z9  £66 €29 §19% %8E 051 g'sh vz €0l 8102
st X ob'LL ol se se %06'686 %¥6S  L'SOL 2V 5092 %eE 06} [X-T8 Lz L0b 2102
2y L'elL 982l 80 4] Y] %25 066 %498 2T 6'9vl 1652 %8E 051 0Ll YX4 gLl 910z
8'S 9z 8’8l L0 09 59 %06'P00L  %B8ES  6'8il cgel 162 %8¢°0G 9l 0z A SL0Z
VL 4! 9z 64 S0 Ly gs %6L0LOL  %L0§  L'8ZL €62 0662 %8051 L8l 002 ¥zl vioz
z8 L' 86'6} v0 ¢ A7 %8Y0ZOL WYLy  8TEL 9'6L1 ¥'zse %8E 054 96l L6} o€l €10z
v6 gLl 99'02 €0 vz 6C %TH'EEOL  %6EY Lovk $'604 96YT %8E 05} oz €6} o€l Zioz
901 60l zy'ie L0 z' Sl %O PYOL  %LO¥  Blbl 886 9972 %8E 054 €1z €8s 44 1102
oLl sol £v'Lz 10 g0 i %PT 6604 %8'SE 1951 148 £Eve %8¢ 054 vz €Ll A4 002
- $ 698 $ &8¢ $ 008 008 0 %I6°65LL  %YLE Zyol zsL 4 %LZ'Z9 888 S91$ FA Y 6002
%02  P09L$ ¥'5.$ 85628 8002
[T ugaa JINS shid uonnguju jloIkeg e I0IREg JO oney TiGerT S|9s5Y iiqer I0IAEJJ0  UOHNGUIUCD)  joAEg orReg 18X
waun) 80 (8101 diNS %541 SONSNE}S Juedidiled-MON  JuBdIdd SB  papung  papunjun [eueNoy  jJusdiad se DL jelof [BNuUY (B8OS4

Anpgen uolNQUILOY
papunjun ajels

SUOIiI Ul SJUNOWY Jejioq IV
sjuedioiied moN 40} PaysIigeIST UBld UORNGUILOD Pauleqg "600Z ‘i AInr Buruuibeg sjuedipnied map o) PasopD uely
S¥0Z U1 oney pepund %06 & Yoeay o) paubisaq Aed jo juaniad (897 B SUOHNQUILICD SIBIS - GHOZ JO PUT O} suoRdslold Butpuny




