MINUTES

Quarterly Meeting of the Administration Committee
(Benefits, Finance & Personnel)
of the Board of Trustees of the
State Universities Retirement System
Thursday, December 9, 2022, 10:03 a.m.
State Universities Retirement System
Via remote access only due to ongoing COVID-19 concerns

The meeting on December 9, 2022, was conducted via video conference pursuant to the Governor’s
COVID-19 Executive Order dated November 10, 2022, and subsection (e) of Section 7 of the
[llinois Open Meetings Act. Chair John Atkinson of the SURS Board of Trustees determined that
a full, in-person meeting was not practical nor prudent due to the ongoing COVID-19 disaster
concerns.

The following trustees were present: Mr. John Atkinson, Ms. Jamie-Clare Flaherty, Dr. Fred
Giertz, Mr. Richard Figueroa, Mr. Scott Hendrie, Mr. John Lyons, Dr. Steven Rock, Mr. Collin
Van Meter, Mr. Antonio Vasquez and Mr. Mitch Vogel.

Others present: Ms. Suzanne Mayer, Executive Director; Mr. Douglas Wesley, Chief Investment
Officer (CIO); Ms. Ellen Hung, Deputy CIO; Ms. Tara Myers, Chief Financial Officer; Ms. Bianca
Green, General Counsel; Mr. Albert Lee, Associate General Counsel; Ms. Heather Kimmons,
Associate Legal Counsel; Ms. Tracy Bennett, Compliance Analyst; Ms. Stephany Brinkman,
Investment Analyst; Ms. Kristen Houch, Director of Legislative and Stakeholder Relations; Ms.
Alicia Route, Legislative Analyst; Mr. Jefferey Saiger, Chief Technology Officer; Ms. Kelly
Carson, Ms. Chelsea McCarty and Ms. Annette Ackerman, Executive Assistants; Ms. Amy
Williams, Mr. Brian Murphy, Ms. Kristen Brundirks and Mr. Kevin Noelke of GRS; Mr. Michael
Calabrese of Foley; and Ms. Erica Oropeza of Linea

Administrative Committee roll call attendance was taken. Trustee Atkinson, present; Trustee
Flaherty, present; Trustee Rock, present; Trustee Van Meter, present

APPROVAL OF MINUTES

Trustee Van Meter presented the minutes from the Administration Committee meeting of October
20, 2022.

Trustee Rock made the following motion:

e That the minutes from the October 20, 2022 Administration Committee meeting be
approved as presented.



Trustee Atkinson seconded the motion which passed via the following roll call vote:

Trustee Atkinson - aye
Trustee Flaherty - aye
Trustee Rock - aye
Trustee Van Meter - aye
CHAIRPERSON’S REPORT

Trustee Van Meter did not have a formal chairperson’s report.

RECEIPT OF THE FISCAL YEAR 2022 ACTUARIAL VALUATION REPORT AND
FISCAL YEAR 2022 GASB 67 AND 68 REPORT

Ms. Tara Myers introduced members from Gabriel Roeder Smith & Company (GRS) who
presented the Fiscal Year 2022 Actuarial Valuation Report and responded to the State Actuary
Report. An overview of the actuarial valuation results and findings was provided. GRS concluded
the presentation with the comparative results of the statutory funding results and the accounting
results (GASB 67/68).

Trustee Rock made the following motion:
e That based on the joint recommendation of SURS staff and Gabriel Roeder Smith &
Company, the Fiscal Year 2022 Actuarial Valuation Report and GASB 67/68 Report as of

June 30, 2022, be received as presented.

Trustee Flaherty seconded the motion which passed via the following roll call vote:

Trustee Atkinson - aye
Trustee Flaherty - aye
Trustee Rock - aye

Trustee Van Meter

aye

A copy of the GRS presentation titled “June 30, 2022, Actuarial Valuation Results” and a copy of
the GRS report titled “Actuarial Valuation Report as of June 30, 2022” are incorporated as part of
these minutes as Exhibit 1 and Exhibit 2. A copy of the GRS presentation titled “GASB Nos 67
and 68 Accounting and Financial Reporting of Pensions measured as of June 30, 2022 and a copy
of the staff memorandum titled “Actuarial Valuation Report and GASB 67/68 Report as of June
30, 2022 are also incorporated as Exhibit 3 and Exhibit 4.

CERTIFICATION OF FISCAL YEAR 2024 STATE CONTRIBUTIONS

Following the actuarial discussion, Ms. Myers asked the board to certify $2,133,335,000 as the
proposed certified state contribution for fiscal year 2024 and GRS presented their response to the
State Actuary’s Preliminary Report from Cheiron.



Trustee Rock made the following motion:

e That based on the recommendation of Gabriel Roeder Smith & Company, the amount of
$2,133,335,000 be certified for fiscal year 2024 as the state contribution.

Trustee Flaherty seconded the motion which passed via the following roll call vote:

Trustee Atkinson - aye
Trustee Flaherty - aye
Trustee Rock - aye
Trustee Van Meter - aye

Trustee Rock made the following motion:
e That based on the joint recommendation of SURS staff and Gabriel Roeder Smith &
Company, the State Actuary’s Preliminary Report regarding review of assumptions and

methods used in the June 30, 2022 Actuarial Valuation be received as presented.

Trustee Flaherty seconded the motion which passed via the following roll call vote:

Trustee Atkinson - aye
Trustee Flaherty - aye
Trustee Rock - aye
Trustee Van Meter - aye

A copy of the staff memorandum titled “State Contribution Fiscal Year 2024” is incorporated
as part of these minutes as Exhibit 5.The GRS memorandum in response to the State
Actuary’s Preliminary Report on SURS June 30, 2022 Actuarial Valuation is incorporated as part
of these minutes as Exhibit 6. The staff memorandum titled “FY 2022 SURS State Actuary
Preliminary Report Memo” is also incorporated as part of these minutes as Exhibit 7.

APPROVAL OF FISCAL YEAR 2024 EFFECTIVE RATE OF INTEREST

Ms. Tara Myers and Ms. Ellen Hung presented the proposed effective rate of interest for
fiscal year 2024. Ms. Myers reminded the trustees that the comptroller sets the effective rate
for the money purchase retirement calculations, but the SURS board sets the effective rate of
interest for refunds, purchases of service credit and survivor and excess contributions.

Trustee Rock made the following motion:



e That based on the recommendation of SURS staff, the effective rate of interest used for all
purposes other than the Rule 2 (money purchase) calculation be set at 6.50% for fiscal year
2024.

Trustee Flaherty seconded the motion which passed via the following roll call vote:

Trustee Atkinson - aye
Trustee Flaherty - aye
Trustee Rock - aye

Trustee Van Meter aye

A copy of the staff memorandum titled “Fiscal Year 2024 Effective Rate of
Interest Recommendation” is incorporated as part of these minutes as Exhibit 8.

QUARTERLY PENSION ADMINISTRATION SYSTEM (PAS) UPDATE

Mr. Jefferey Saiger presented an update on Project Velocity, SURS pension administration system
project. Mr. Saiger introduced Ms. Erica Oropeza of Linea Solutions who reviewed the highlights
of the presentation and provided an overall update on the PAS project that included an overview
of covered milestones, a timeline update, recent accomplishments and a summary of upcoming
work.

A copy of the staff memorandum titled “Project Velocity Update” and the Linea “SURS Project
Velocity Update” are incorporated as part of these minutes as Exhibit 9 and Exhibit 10.

CLOSED SESSION

Trustee Atkinson moved that the Administrative Committee go into closed session at 11:28 a.m.
pursuant to 2(c)(1) of the Illinois Open Meetings Act. Trustee Rock seconded and the motion
passed via the following roll call vote:

Trustee Atkinson - aye
Trustee Flaherty - aye
Trustee Rock - aye
Trustee Van Meter - aye

RETURN TO OPEN SESSION

The Administration Committee returned to open session at 12:55 p.m.

PUBLIC COMMENT

There was no public comment presented to the Administration Committee.



There was no further business brought before the committee and Trustee Rock moved that the
meeting be adjourned. The motion was seconded by Trustee Atkinson, and it passed via the
following roll call vote:

Trustee Atkinson - aye
Trustee Flaherty - aye
Trustee Rock - aye
Trustee Van Meter - aye

Respectfully submitted,

Ms. Suzanne M. Mayer
Executive Director and Secretary, Board of Trustees

SMM:aa
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Agenda

* Role of State Actuary

* Overview of the June 30, 2022 Actuarial
Valuation

e Actuarial Valuation Results as of June 30, 2022
 Summary of Actuarial Valuation Results
* Appendix

— Key Actuarial Valuation Assumptions

— Alternate Funding Policy



Role of State Actuary
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e State Actuary, Cheiron, selected pursuant to Public
Act 97-0694

State Actuary reviews assumptions and methods and actuarial
valuation report and may make recommendations for changes

First reviewed SURS actuarial valuation beginning with annual
actuarial valuation as of June 30, 2012

Board approves preliminary fiscal year 2024 Statutory
Contribution at the October 2022 meeting

SURS provides proposed certified Statutory Contribution for

fiscal year 2024 by November 1, 2022 to the State Actuary,

Governor and the General Assembly

State Actuary issues Preliminary Report with recommendations
o Board considers recommendations and responds to State Actuary

SURS provides final certified Statutory Contribution for fiscal

year 2024 by January 1, 2023 to State Actuary, Governor and
the General Assembly
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Overview of the June 30, 2022
Actuarial Valuation

* Each year the June 30 actuarial valuation is
completed in October

* The October Board meeting included an agenda
item for a brief review of the preliminary results of
the actuarial valuation

— Results were based on preliminary assets.

 SURS staff submitted a memo for Board action on
the statutory contribution amount

* Today’s presentation will be an in-depth review of
the final results of the June 30, 2022 actuarial
valuation

— Results are based on final assets.
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Actuarial Valuation Assumption Changes

 The most recent experience study covered the period
June 30, 2017 through June 30, 2020, with updated actuarial
assumptions first effective in the June 30, 2021 actuarial
valuation

* Under statute, experience studies are required to be
conducted every three years

* The assumptions remain unchanged from the prior
June 30, 2021 actuarial valuation

* Due to high current inflation, we have reflected the near-term
Tier 2 COLA and pay cap for the June 30, 2022 valuation as
follows (as approved by the Board at the June meeting):

— Calendar year 2023 COLA: 3%
— The fiscal year 2024 pay cap: $123,489.18
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Final vs. Preliminary Valuation Results

S in Millions
Actuarial Valuation Date June 30, 2021 June 30, 2022
Final Results Preliminary Results Final Results
Actuarial Accrued Liability (AAL) S 48,898 S 49,870 S 49,870
Actuarial Value of Assets (AVA) 21,485 22,570 22,555
AVA Funded Ratio 43.9% 45.3% 45.2%
Market Value of Assets (MVA) 23,768 22,601 22,523
MVA Funded Ratio 48.6% 45.3% 45.2%
State Qualified Plan Contribution S 2,093.826 S 2,111.309 S 2,115.535
Net State Qualified Plan & Non-Qualified
Plan Contribution S 2,118.567 S 2,129.109 S 2,133.335

Non-Qualified contributions include Excess Benefit Arrangement (EBA) contributions of $24.2 million and
S517.3 million for fiscal years 2023 and 2024, respectively, and Deferred Compensation Plan (DCP)
administrative expense contributions of 50.541 million and 5S0.500 million for fiscal years 2023 and 2024,
respectively.
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Key Actuarial Valuation Findings

Based on the 2022 market value of assets of $22.52 billion
— The funded ratio decreased from 48.6% to 45.2% from 2021 to 2022
— Rate of return was approximately -1.36% during fiscal year 2022
Based on the 2022 actuarial value of assets of $22.55 billion
— The funded ratio increased from 43.9% to 45.2% from 2021 to 2022

— Rate of return (which recognizes a portion of prior years’ gains and losses) was approximately
7.68% during fiscal year 2022

— Net deferred losses of about $0.32 billion still exist in the actuarial value of assets
There was a loss from higher salary increases than assumed

There were gains from favorable investment return on the actuarial value of assets and
losses on the market value of assets

There were losses from other demographic experience

There was a small decrease in the number of active members from 2021 to 2022 which
affects projected actuarial valuation results

There was a contribution made during fiscal year 2022 of $58.1 million from the
Pension Stabilization Fund in addition to the fiscal year 2022 statutory contribution



Actuarial Valuation Results
(S in Millions)
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Market value rate of return was approximately -1.36% and Actuarial (smoothed) value rate of return

was approximately 7.68% in FY 2022.



Asset Smoothing

Valuation Date (6/30)

Beginning of Year:
(1) Market Value of Assets
(2) Actuarial Value of Assets
End of Year:
(3) Market Value of Assets
(4) Net of Contributions and Disbursements
(5) Total Investment Return
=(3)-(1)-(4)
(6) Projected Rate of Return
(7) Projected Investment Return
=(1)x(6)+([1+(6)]".5-1)x(4)
(8) Investment Return in
Excess of Projected Return
(9) Excess Investment Return Recognized
This Year (5-year recognition)
(9a) From This Year
(9b) From One Year Ago
(9¢) From Two Years Ago
(9d) From Three Years Ago
(9e) From Four Years Ago
(9f) Total Phased-In Return
(10) Change in Actuarial Value of Assets
=(4)+(7)+(9f)
End of Year:
(3) Market Value of Assets
(11) Final Actuarial Value of Assets

2021

2022

2023 2024

2025 2026

20,091,674,784

23,768,313,260
(611,671,931)

4,762,969,585
6.75%

1,303,841,708

3,459,127,877

691,825,575

$19,617,015,606 S 23,768,313,260

21,484,798,600

22,523,123,405
(559,556,891)

(685,632,964)
6.50%

1,527,041,048

(2,212,674,012)

(442,534,802)

(153,482,516) 691,825,575 $ (442,534,802)

(30,001,418) (153,482,516) 691,825,575 $ (442,534,802)

36,662,742 (30,001,418)  (153,482,516) 691,825,575 $ (442,534,802)

155,949,656 36,662,744 (30,001,419)  (153,482,517) 691,825,577 $ (442,534,804)
700,954,039 102,469,583 65,806,338 95,808,256 249,290,775 (442,534,804)

1,393,123,816

23,768,313,260
21,484,798,600

1,069,953,740

22,523,123,405
22,554,752,340

Market value rate of return was approximately -1.36% and Actuarial (smoothed) value rate of return

was approximately 7.68% in FY 2022.



Exhibit 1

What Caused the UAAL to Change?
(S in Millions)

UAAL at 6/30/2021 S 27,413.7
Expected UAAL at 6/30/2022 27,482.7
Increase Due to Assumption Changes S -

Increase Due to Plan Provision Changes -

(Gain)/Loss from Assets* (250.9)

(Gain)/Loss from Salary Increases 22.9

(Gain)/Loss from Plan Experience** 60.5
Total Variation from Expected UAAL (167.5)
Actual UAAL at 6/30/2022 S 27,315.2

* Based on actuarial (smoothed) assets.
**Estimated reduction in AAL of 515.1 million from buyouts during plan year ending June 30, 2022.

May not add due to rounding.

UAAL = Unfunded Actuarial Accrued Liability

Current funding policy expected an increase of $69.0 million in the unfunded liability. (The Statutory
contribution is less than normal cost plus interest on the unfunded liability.)



Reconciliation of FY 2024 Statutory

Contribution (S in Millions)
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kK

kK K

Qualified Plan Contributions (Excludes EBA)

Statutory Contribution by Source*

Federal
Total State Trust** Employers
FY 2023 Statutory Contribution (2021 Actuarial Valuation) S 2,160.9 S 2,0939 S 62.0 S 5.0
Projected FY 2024 Statutory Contribution 2,182.6 2,111.4 62.0 9.2
Projected Increase Due to Statutory Funding Policy 21.7 17.5 - 4.2
Increase from (2022 Actuarial Valuation):
Assumption Changes S - S - S -5 -
Investment Experience 35.3 35.3 - -
Non-Investment Plan Experience*** (31.9) (31.2) 3.5 (4.2)
Total Increase from Projected FY 2024 Statutory Contribution 3.4 4.1 3.5 (4.2)
Actual FY 2024 Statutory Contribution S 2,186.0 S 2,1155 S 65.5 S 5.0

Employer contribution is for pay in excess of the Governor’s pay and pay increases in excess of 6% in FY 2023 and projected for

FY 2024.

Contributions expected to be received from employer federal trust funds. Estimate for FY 2024 was not provided in the 2021

actuarial valuation and was assumed to remain the same as FY 2023.

Includes changes due to actual experience differing from assumptions (retirement, termination, mortality, salary increases,

change in number of future active members) and projected results through 2045.

EBA = Excess Benefit Arrangement
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Total State Portion of FY 2024 Statutory

Contribution (S in Millions)

SURS State Contributions

Deferred
Excess Compensation
Qualified Benefit Plan (DCP) Total Qualified and
Plan Arrangement * Admin Expense Non-Qualified
FY 2023 Statutory Contribution (2021 Actuarial Valuation) S 2,093.9 S 242 S 05 § 2,118.6
Projected Increase Due to Statutory Funding Policy 17.5 - - 17.5
Increase from (2022 Actuarial Valuation):
Assumption Changes S - S - S - S -
Investment Experience 35.3 - - 35.3
Non-Investment Plan Experience** (31.2) (6.9) 0.0 (38.1)
Actual FY 2024 Statutory Contribution S 2,155 S 173 S 05 S 2,133.3
Change in Statutory Contribution S 21.7 S (6.9) S 00 S 14.8

* Excess Benefit Arrangement (EBA) contribution amount provided by SURS staff.

*k ok

change in number of future active members) and projected results through 2045.

Values may not add up due to rounding.

Includes changes due to actual experience differing from assumptions (retirement, termination, mortality, salary increases,



Exhibit 1

Projected Statutory Contribution
(S in Millions)

Estimated Combined Statutory Contribution
$3,500

$3,006
$2,929 ’
$3,000 $2,853

$2,609
2,422 2485

2,757
$2,679 3
$2,546
$2,500 $2,326
$2161 $2186 2235 »2285

$2,000
= $1,500

$1,000

$500

$0

W NetNormal Cost M Unfunded Liability Contribution ~ B RSP

($ in millions)

2024
2034
2035
2036

2023
2025
2026
2027
2028
2029
2030
2031
2032
2033

The total contribution is comprised of contributions for (1) normal cost (net of employee contributions), (2) RSP
contributions, and (3) unfunded liability contributions for the SURS defined benefit plan.

70-80% of the Statutory contribution is to pay toward the unfunded liability.
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Statutory Contribution (DB Only)
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The statutory contribution after 2045 is the contribution needed to maintain a funded
ratio of 90%.
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Funded Ratio Projection
Statutory Funding Policy
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The funded ratio is not expected to exceed 60% until 2037, 70% until 2041 and is projected to
increase to 90% during the four-year period from 2041 to 2045.



Projected Cash Flows (DB Only)
(Includes Investment Income)
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There is significant net cash outflow required from the System. Cash outflow requirements are projected to be very high through

FY 2036 (annual total contributions are projected to be 70% or less of the annual amount needed to pay benefit payments,
refunds and administrative expenses). This implies that a significant portion of the total investment return is needed to pay

annual benefit payments.
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Projected Non-Investment Cash Flows
(DB Only)
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Net cash outflows are projected to exceed 3.5% of total assets until FY 2036.



Exhibit 1

Projected Liabilities and Assets
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Under the current statutory funding policy, the funded ratio is projected to be 90% in
2045. 10% of the actuarial accrued liability will be unfunded in 2045.
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GASB Statements No. 67 and No. 68
Background

* GASB Statement No. 67, Financial Reporting for Pension Plans
— Addresses financial reporting for state and local government pension plans
— Replaced GASB Statement No. 25
— First took effect for SURS, the plan, for the fiscal year July 1, 2013 to June 30, 2014

 GASB Statement No. 68, Accounting and Financial Reporting for Pensions

— Addresses accounting and financial reporting requirements for governments that sponsor
state or local pension plans

— Replaced GASB Statement No. 27
— First took effect for SURS’ employers and non-employer contributing entities (State of lllinois)
for the fiscal year July 1, 2014 to June 30, 2015
e Certain assumptions required to be used for accounting purposes are different
than the assumptions used for funding purposes

* The Single Discount Rate (SDR) used for accounting purposes is a blended rate
based on the long-term expected rate of return on plan investments (6.50%) and
the municipal bond rate (3.69%)

— Projected benefits for current plan members that are expected to be paid from current assets
or future contributions attributable to current plan members are discounted at 6.50%

— Remaining projected benefits for current plan members are discounted at 3.69%



Funding and GASB Statement Nos. 67/68
Comparative Results (S in Millions)
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As of June 30, 2022
($ in Millions)

Funding Results

Accounting Results

Valuation Results

Actuarial Accrued Liability/Total Pension Liability (TPL) S 49,870
Actuarial Value of Assets/Plan Net Position (PNP) 22,555
Unfunded Actuarial Accrued Liability/Net Pension Liability (NPL) 27,315
Funded Ratio/PNP as % of TPL 45.23%
Alternate Funding Policy Contribution (ARC)/Pension Expense S 2,523
Normal Cost/Service Cost S 739

Methods and Assumptions

Measurement Date June 30, 2022

Asset Value Actuarial Value

Cost Method Projected Unit Credit
Discount Rate 6.50%

Level % of Capped Pay
Over Remaining 22-Year
Closed Period

Amortization Method

Sensitivity of the Net Pension Liability to the Single Discount Rate Assumption
Current Single Discount
1% Decrease Rate Assumption 1% Increase
5.39% 6.39% 7.39%

$ 35,262 $29,078 $23,929

S 51,601
22,523
29,078
43.65%
$ 1,961
$ 724

June 30, 2021 rolled
forward to June 30, 2022
Market Value

Entry Age Normal

6.39%

See following page



Fiscal Year Ended June 30, 2022*
GASB Statement No. 68 — Total Pension Expense
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Calculation of Total Pension Expense

1.

O 00 N OO 1 & W N

=
o

Service Cost S 723,509,163
. Interest on the Total Pension Liability 3,133,079,773
. Current Period Benefit Changes 0
. Employee Contributions (made negative for addition here) (289,070,662)
. Projected Earnings on Plan Investments (made negative for addition here) (1,527,041,048)
. Pension Plan Administrative Expense 22,583,852
. Other Changes in Plan Fiduciary Net Position 0
. Recognition of Outflow (Inflow) of Resources due to Liabilities 629,533
. Recognition of Outflow (Inflow) of Resources due to Assets (102,469,583)
. Total Pension Expense S 1,961,221,028

* Based on a measurement date of June 30, 2022. Will be used for fiscal year ending June 30, 2023.
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Disclaimers

* The actuaries submitting this presentation (Brian Murphy and Amy Williams)
are Members of the American Academy of Actuaries and meet the
Qualification Standards of the American Academy of Actuaries to render the
actuarial opinions contained herein.

* The purposes of the actuarial valuation are to measure the financial position
of SURS, calculate the State contribution calculated in accordance with statute
and to calculate other information for financial reporting.

e Future actuarial measurements may differ significantly from the current and
projected measurements presented in this presentation due to such factors as
the following: plan experience differing from that anticipated by the
economic or demographic assumptions; changes in economic or demographic
assumptions; increases or decreases expected as part of the natural operation
of the methodology used for these measurements (such as the end of an
amortization period or additional cost or contribution requirements based on
the plan’s funded status); and changes in plan provisions or applicable law.
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Disclaimers

* This presentation is intended to be used in conjunction with the actuarial
valuation report issued on October 28, 2022. This presentation should not be
relied on for any purpose other than the purpose described in the actuarial
valuation report as of June 30, 2022.

* This presentation shall not be construed to provide tax advice, legal advice or
investment advice.

e |If you need additional information to make an informed decision about the
contents of this presentation, or if anything appears to be missing or
incomplete, please contact us before relying on this presentation.
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Disclaimers

* This report reflects the impact of COVID-19 through June 30, 2022. However,
this report does not reflect the longer term and still developing future impact
of COVID-19, which is likely to further influence demographic experience and
economic expectations. We will continue to monitor these developments and
their impact on the System and the actuarial assumptions. Actual experience
will be reflected in each subsequent annual valuation, as experience emerges.

* This report was prepared using our proprietary valuation model and related
software and spreadsheet models used to calculate the statutory
contributions in each future year through 2045 under the SURS statutory
funding policy. In our professional judgment, the models used have the
capability to provide results that are consistent with the purposes of the
valuation and have no material limitations or known weaknesses. We
performed tests to ensure that the models reasonably represent that which is
intended to be modeled.
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Appendix
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Key Actuarial Valuation Assumptions

* Economic assumptions include:

— Investment return assumption of 6.50%
— Price inflation of 2.25%

— Tier 2 pay cap increase assumption of 1.125% (1/2 increase in CPI)
o FY 2024 pay cap assumed to be $123,489.18 (3% higher than FY 2023 amount of $119,892.41)

— Tier 2 COLA increase assumption of 1.125% (1/2 increase in CPI)
o Calendar year 2023 COLA assumed to be 3%

— Effective Rate of Interest “ERI” assumption of 6.50%
— Total payroll growth assumption (of uncapped payroll) of 3.00%

— Governor’s pay increase assumption of 1.125% (1/2 increase in CPI)
o Used to calculate employer contributions for member pay in excess of Governor’s pay

 Demographic assumptions include:

— Individual member annual salary increase rates that vary by years of service
o 12.25% for new hires that grades down to 3.00% for members with 34+ years of service
o Different salary increase rates for people younger than age 50 and age 50 and older
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Key Actuarial Valuation Assumptions

 Demographic assumptions include rates that vary by position

type (Academic vs. Non-Academic):
— Retirement rates that vary by age
— Termination rates that vary by service
— Disability rates that vary by age
— Mortality rates that vary by age and follow a standard mortality table

o Academic

= Pub-2010 Mortality Table (for Teachers), sex distinct, projected from
2010 using MP-2020 mortality improvement scale, scaled 99% for males
and 105% for females

o> Non-Academic

= Pub-2010 Mortality Table (for General Employees), sex distinct, projected
from 2010 using MP-2020 mortality improvement scale, scaled 99% for
males and 107% for females

* The actuarial accrued liability and normal cost are calculated
using the Projected Unit Credit actuarial cost method (as
required by Statute)
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Key Actuarial Valuation Assumptions

e Assumption for buyout elections (in accordance with Public Act 100-0587,
Public Act 101-0010 extended the buyout period from June 30, 2021
through June 30, 2024 and Public Act 102-0718 extended the buyout
period through June 30, 2026)

— 0% of eligible Tier 1 active members are assumed to elect to receive a reduced and
delayed AAI benefit at retirement and an accelerated pension benefit option

— 0% of eligible inactive members are assumed to elect to receive an accelerated
pension benefit option in lieu of an annuity at retirement

— Statistics through June 30, 2022 as provided by SURS Staff

8,862 23,669

338 120

203 96

136 67

3.8% 0.5%

1.5% 0.3%

$13.0 million $21.1 million
$13.0 million $12.7 million
$18.6 million $21.2 million

* Number eligible for the VIB buyout is the number of vested Tier 1 inactive members included in the actuarial valuation as of June 30, 2019 who are in
the Traditional or Portable Plan. Vested active Tier 1 members would also be eligible for the buyout upon termination.
**The estimated reduction in liability attributable to buyouts during plan year ending June 30, 2022 is 515.1 million.
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Number of Projected Future
Actlve Members

The number of active members has decreased by about 10% between 2012
and 2022, which is an average annualized decrease of about 1.0%

* Currently, the actuarial valuation assumes that the total number of active
members in the future will be equal to the number active in the current
actuarial valuation

Total Active Members (Full and Part Time)

Traditional Annual Change in % Annual Change Earnings
June 30 & Portable RSP Total Membership in Membership  ($in Millions)

2012 71,056 10,100 81,156 $3,956.6
2013 70,556 10,746 81,302 146 0.2% 4,078.1
2014 69,436 11,409 80,845 (457) -0.6% 4,131.0
2015 69,381 11,928 81,309 464 0.6% 4,280.5
2016 66,245 11,880 78,125 (3,184) -3.9% 4,218.4
2017 64,117 11,852 75,969 (2,156) -2.8% 4,184.5
2018 62,844 12,106 74,950 (1,019) -1.3% 4,264.3
2019 62,589 12,531 75,120 170 0.2% 4,356.6
2020 63,206 13,129 76,335 1,215 1.6% 4,583.9
2021 60,397 13,046 73,443 (2,892) -3.8% 4,639.1
2022 60,281 13,026 73,307 (136) -0.2% 4,714.7

Total Change (10 years) (7,849) -1.0%

Total Change (5 years) (2,662) -0.7%

Total Change (3 years) (1,813) -0.8%
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Number of Projected Future Active Members

* The statutory contribution is based on performing an open group
projection through the year 2045

* The projection is based on assuming that new active members are
hired to replace the current members who leave active membership
(through termination, retirement, death or disability)

e Currently, the actuarial valuation assumes that the total number of
active members in the future will be equal to the number active in the
current actuarial valuation

e |f SURS expects to see a decrease in the number of active members
from 73,307 in the near-term, the Board may want to consider an
update to the population projection assumption to include a
decreasing population in the near-term before reaching an
equilibrium number of active members long-term (for example a
decrease of 1% per year for the next 5 years)

— Reflecting this assumption is estimated to increase the fiscal year 2024
statutory contribution by about $53 million



Exhibit 1

Estimated Statutory Contributions™
(S in Millions)

Actuarial Estimated Combined Statutory Contribution Unfunded
Valuation  Fiscal Statutory Contribution by Source Net Normal Liability
Date Year Total Employer Federal Trust** State Cost Contribution RSP
6/30/2021 2023 S 2,160.874 S 5.048 S 62.000 S 2,093.826 S 463.917 S 1,607.174 S 89.783
6/30/2022 2024 2,186.028 4,993 65.500 2,115.535 452.900 1,638.956 94.172
6/30/2023 2025 2,235.370 5.303 65.500 2,164.567 441.548 1,693.409 100.413
6/30/2024 2026 2,284.663 4.829 65.500 2,214.334 430.437 1,748.313 105.913
6/30/2025 2027 2,325.999 4511 65.500 2,255.988 419914 1,794.695 111.390
6/30/2026 2028 2,421.502 4.193 65.500 2,351.809 410.689 1,893.976 116.837
6/30/2027 2029 2,484.794 3.934 65.500 2,415.360 402.194 1,960.275 122.325
Seven year total $16,099.230 $ 32811 S 455.000 $15,611.419 $3,021.600 $12,336.797 $740.833

* Excludes Excess Benefit Arrangement (EBA) contribution.

** Contributions expected to be received from employer federal trust funds. Amounts for fiscal years 2025 and after assumed to
remain the same as fiscal year 2024 and will be provided each year by SURS.

The total FY 2025 statutory contribution (for the Qualified Plan) is projected to increase by about $49 million from FY 2024.

Projected RSP contributions are net of RSP forfeitures. (Forfeitures for FY 2023 of $7.2 million and FY 2024 of $8.4 million

provided by SURS staff.)

The State portion of the Statutory contribution including the EBA contribution is $2.119 billion for fiscal year 2023 and

$2.133 billion for fiscal year 2024 (based on EBA contributions of $24.200 million and $17.300 million, respectively).

The total contribution is comprised of contributions for (1) normal cost (net of employee contributions), (2) RSP

contributions, and (3) unfunded liability contributions for the SURS defined benefit plan.

70-80% of the Statutory contribution is to pay toward the unfunded liability.
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Actuarial Valuation Results

SURS DB and RSP (S in Millions)

* GRS recommends an “Alternate” funding policy

— Targets a 100% funded ratio in 2045 (or earlier) compared to 90%

— Contribution equal to Net Normal cost, plus amortization of the unfunded liability to pay
off the total unfunded liability by 2045 (or sooner, if possible)

o Minimum contribution based on 30-year closed period (22 years remaining as of June 30, 2022, applicable to
the FY 2024 contribution) amortization of the unfunded liability as a level percentage of defined benefit plan
pensionable (capped) payroll is illustrated below. Statutory and Alternate Policy contributions below exclude
EBA contributions.

Difference in
Combined State, Employer and SURS Alternate Projected % of Alternate and
Federal/Trust Fund Contribution Policy Contribution Alternate Policy Statutory

FYE SURS Cont. RSP Cont. Total SURS Cont. Total (w/RSP) Contributed Contribution
2023 S 2,071.091 $ 89.783 S 2,160.874 S 2,532.330 S 2,622.113 82.41 % S 461.239
2024 2,091.856 94.172 2,186.028 2,522.948 2,617.120 83.53 431.092
2025 2,134.957 100.413 2,235.370 2,532.960 2,633.373 84.89 398.003
2026 2,178.750 105.913 2,284.663 2,540.390 2,646.303 86.33 361.640
2027 2,214.609 111.390 2,325.999 2,534.739 2,646.129 87.90 320.130
2028 2,304.665 116.837 2,421.502 2,593.657 2,710.494 89.34 288.992
2029 2,362.469 122.325 2,484.794 2,611.619 2,733.944 90.89 249.150




Exhibit 1

Contribution Comparison (DB Only)
Statutory vs. Alternate Funding Policy

Contribution Requirement

Funded Ratio

Contribution ($ in Millions)
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Alternate Policy (30-year closed, 22 years remaining for FY 2024 contribution)

The contribution calculated under the alternate policy is projected to initially be higher and then increase at a slower rate than the contribution calculated under the
statutory method. The alternate policy contribution is calculated as a level percentage of defined benefit plan capped payroll. The defined benefit plan capped
payroll is projected to increase at a slower rate than the total capped payroll (including RSP) because, based on the new hire election assumption, the number of
projected defined benefit plan active members is projected to decrease from 60,281 as of June 30, 2022 to 50,617 as of June 30, 2045.

45% of Academic new hires are assumed to elect RSP and 55% are assumed to elect Tier 2.
25% of Non-Academic new hires are assumed to elect RSP and 75% are assumed to elect Tier 2.
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Summary

* Over the last 12 years, the SURS Board decreased the investment return
assumption from 8.50%

— 7.75% (2010), 7.25% (2014), 6.75% (2018), 6.50% (2021)

 The Board most recently adopted updated economic and demographic
assumptions first effective with the June 30, 2021 actuarial valuation and
is required to have an experience study every three years

— The next experience study is scheduled to be completed after the
June 30, 2023 actuarial valuation

* |n past years, the Board recommended a funding policy that targets 100%
funding to ensure the future financial health of the System

* GRS recommends the development of and adherence to a funding policy
that funds the normal cost of the plan as well as an amortization payment
that would seek to pay off the total unfunded accrued liability by 2045 (or
sooner, if possible)

— The remaining closed amortization period to pay off the unfunded liability by

2045 is 22 years as of June 30, 2022 actuarial valuation, which calculates the
fiscal year 2024 contribution
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Exhibit 3

State Universities Retirement
System of lllinois

GASB Statement Nos. 67 and 68 Accounting and

Financial Reporting for Pensions

Measured as of June 30, 2022

Applicable to Plan’s Fiscal Year End June 30, 2022
Applicable to Employer’s Fiscal Year End June 30, 2023

GRS




Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



Exhibit 3



To: Administration Committee

From: Tara R. Myers

Date: December 9, 2022

Re: Actuarial Valuation Report as of June 30, 2022

GASB 67 and 68 Report as of June 30, 2022

At the December 9, 2022 Administration Committee meeting, Gabriel Roeder Smith & Company
(GRS) will present the Actuarial Valuation report and the GASB 67/68 report as of June 30,
2022 for the State Universities Retirement System.

Recommendation

o SURS staff and Gabriel Roeder Smith & Company jointly recommend that the
Actuarial Valuation Report and GASB 67/68 Report as of June 30, 2022 be received
as presented.
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To: Administration Committee

From: Tara R. Myers

Date: December 9, 2022

Re: State Contribution for Fiscal Year 2024
Overview

The proposed State contribution for Fiscal Year 2024 will be certified at $2,133,335,000.

Section 15-165 (a-5) of the Illinois Pension Code requires the following: On or before January 15, the
Board is required to certify to the Governor and the General Assembly the amount of the State
Contribution for the next fiscal year (which begins July 1).

The Statutory contribution calculated by Gabriel, Roeder, Smith & Company (GRS) for Fiscal Year 2024
is $2,203,828,000 (includes $94,172,000 projected Retirement Savings Plan (RSP) State contribution).!
The contribution is 40.42% of the $5.2 billion assumed pensionable payroll for Fiscal Year 2024.>

The Statutory contribution is increased by the projected excess benefit arrangement (EBA) contribution
required. For Fiscal Year 2024 the EBA amount is projected to be $17,300,000. The estimated trust,
federal, and other funds is projected to be $65,500,000 for Fiscal Year 2024. The State contribution is
reduced by the projected trust, federal and other funds and the employer normal cost contribution of the
pensionable earnings that exceed the Governor’s salary.

Combined State and Employer Contribution Amount $2,203,828,000
Less projected trust, federal and other funds 65,500,000
Less projected contributions from earnings that exceed Governor’s salary 4.993.000
Net State contribution (including EBA) to be certified $2,133,335,000
Recommendation

Based on the recommendation of Gabriel Roeder Smith & Company, the amount of $2,133,335,000
should be certified for Fiscal Year 2024 as the proposed State Contribution.

IThis is the gross State contribution. The certified State Contribution will be this amount less amounts
estimated to be received from “trust, federal, and other” funds including contributions from earnings
that exceed Governor’s salary.

Table 15 of the GRS Actuarial Valuation as of June 30, 2022.
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To: Administration Committee

From: Tara R. Myers

Date: December 9, 2022

Re: Fiscal Year 2022 State Actuary Preliminary Report

At the December 9, 2022 Administration Committee meeting, Gabriel Roeder Smith & Company
(GRS) and SURS will be discussing the State Actuary’s preliminary report from Cheiron. The
preliminary report will provide an opinion on the actuarial assumptions used and the proposed
fiscal year 2024 certification of the Statutory contribution. The confidential draft report from
Cheiron is provided in the Board materials.

The GRS response to the preliminary report is included in the Board materials. After completing
the review of the State Actuary’s report and the GRS response, a SURS response will be
submitted to the Illinois Office of the Auditor General and Cheiron prior to the close of business
on December 13, 2022 as requested.

Recommendation

o SURS staff and Gabriel Roeder Smith & Company jointly recommend that the
State Actuary’s Preliminary Report regarding review of assumptions and methods
used in the June 30, 2022 Actuarial Valuation be received as presented.
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To: Administration Committee

From: Ellen Hung, CFA and Tara Myers, CPA

Date: November 23, 2022

Re: Fiscal Year 2024 Effective Rate of Interest Recommendation

Recommendation
SURS staff recommends that the Effective Rate of Interest to be used for all purposes other
than the Rule 2 (money purchase) calculation remain 6.50% for Fiscal Year 2024.

Background Information

Prior to 2005, the SURS Board of Trustees determined the Effective Rate of Interest (ERI) each
December for the upcoming fiscal year. The ERI is the interest rate that is applied to member
contribution balances. The member contribution balance is an integral part of the Rule 2 (money
purchase) formula, used in calculating retirement benefits for persons who joined the system prior
to July 1, 2005. However, ERI also has other purposes, including:

Calculation of purchases of service credit
Refunds of survivor and excess contributions
Traditional and portable refunds

Lump sum portable retirements

Statutory changes in 2005 stated that the effective rate of interest for purposes of the Rule 2
calculation shall be determined for fiscal year 2006 and subsequent fiscal years by the State
Comptroller rather than the SURS Board of Trustees. Public Act 94-982, effective June 30, 2006,
extended the deadline for the Comptroller to certify the effective rate of interest to the Board and
to the Commission on Government Forecasting and Accountability. The Comptroller must present
the certification for each fiscal year no later than January 31, immediately preceding the beginning
of the upcoming fiscal year.

Unfortunately, the legislative changes are silent regarding the other factors in which the ERI is
utilized. As a result, the ERI must also continue to be determined by the SURS Board of Trustees
for all other purposes listed above. The analysis of the ERI is conducted annually, with a
recommendation presented to the Board at the December meeting.

The effective rate of interest and its method for determination are set forth in 40 ILCS 5/15-125(2),
which defines the effective rate of interest as:

The rate of interest for all or any part of a fiscal year that is determined by the Board based
on factors including the system’s past and expected investment experience; historical and
expected fluctuations in the market value of investments; the desirability of minimizing the
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volatility in the effective rate of interest from year to year; the provision of reserves for
anticipated losses upon sales, redemptions or other disposition of investments and for
variations in interest experience (emphasis added).

Statutory Factors to be considered in the Calculation of the ERI

Past Investment Experience

This factor focuses on the System’s long-term rates of return while also considering the shorter-
term deficit or surplus returns to understand the trend. Two measures of long-term investment
return experience have been consistently utilized by the SURS Board.

1. The Board has historically considered the rate of return on assets since the System began
investing a meaningful portion of the assets in equities (Post 1971). In 2021, we started to
supplement that return information with 30- and 40-year returns.

2. The second measure used is based upon the average participant’s length of service at the
time of retirement, generally around 20 years. In addition, it’s important to review the
more recent history to determine if shorter term performance is consistent with the credited
ERI. The table below shows SURS rates of investment performance compared to the ERI
credited over the same time through June 30, 2022.

SURS Credited
Historical Return SURS ERI
5 Year 7.5% 6.4%
10 Year 8.3% 6.7%
15 Year 6.1% 7.2%
20 Year 7.5% 7.5%
25 Year 7.0% 7.9%
30 Year 8.1% 7.9%
40 Year 9.6% 7.9%
Post 1971 8.4% 7.7%

Expected Investment Experience

In addition, the statute requires that the Board consider expected future investment performance.
The variable used for this portion of the statutory analysis is the actuarially assumed rate for future
investment performance. The Board approved actuarial economic assumption changes effective
June 30, 2021, including a reduction to the assumed rate of return and the ERI actuarial
assumption, both to 6.50%.

Meketa presented updated capital market assumptions in March 2022. The updated assumptions
were used to calculate 20-year portfolio expected return projections for the portfolio allocations as
of December 2021 and the Long-Term Policy Targets. These portfolios were projected to return
6.5% and 6.9%, respectively.

Historical and Expected Fluctuations in the Market Value of Investments
The statute indicates that historical and expected fluctuations in the market value of assets are to
be considered in setting the ERI. The actuarial assumed rate for future investment return utilizes
a geometric rate of return. Geometric returns measure fluctuations in the rates of return as values
are continuously changing due to investment cash flows and market impact.
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Minimizing the Volatility of the Effective Rate

The statute expresses a public policy preference for minimal volatility in the ERI credited over
time. The Trustees have recognized this key concept and historically approved only minor
adjustments in the credited rate, typically not more than 0.50%. Over the past 30 years, the ERI
Credited Rate has been reasonably stable, remaining unchanged 18 times.

Net Asset Accounts (Provision of Reserves for Anticipated Losses Upon Sales, Redemptions or
Other Disposition of Investments and for Variations in Interest Experience)

The undistributed investment income reserve account reflects the cumulative increases or
decreases after distribution of interest to the Employee Contribution Account, annuities, death and
disability benefits and administrative expenses. Gains during a fiscal year increase, while losses
lower the reserve balance.

Historically, guideline measures have been developed to assist in the analysis of this factor. In the
past, the undistributed investment income reserve account was compared to the net assets of the
system, and a percentage analysis was used with a 20-30% range being considered “normal”.!
Further analysis and review has demonstrated that better comparison results from measuring the
undistributed investment income reserve account to the liabilities of the system. Liabilities must
ultimately be paid by the system to its beneficiaries. Monitoring the reserve account as a percentage
of the liabilities provides a more accurate measure of the adequacy of the level of the reserve. For
purposes of determining the ERI, staff believes it is most appropriate to evaluate whether the
reserve is at a level such that the fund could absorb a multi-year cycle of investment losses while
minimizing volatility in the effective rate of interest.

Table 1 reflects the recent variation in the undistributed investment income reserve account in
comparison to the liabilities of the system. The undistributed investment income reserve increased
in FY 2021.
Table 1
Undistributed Investment Income Reserve

Account Balance

As of June 30, ($’s in billions) As a % of liabilities
2022 18.185 36.5%
2021 19.094 39.0%
2020 14.614 30.7%
2019 14.373 30.9%
2018 13.574 30.0%
2017 12.403 29.6%
2016 10.851 26.5%

! The guidelines considered are:

e If the undistributed investment earnings account is large (i.e., greater than 30% of net liabilities) and
has increased over the prior year, then a modest increase in the ERI is warranted.

e Ifthe undistributed investment earnings account is normal (i.e., between 20% and 30% of net liabilities)
and is in line with the prior year, then ERI should be held constant.

o [fthe undistributed investment earnings account is small (i.e., less than 20% of net liabilities) and has
decreased when compared to the prior year, then a modest decrease in the ERI is warranted.
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| 2015 | 11.288 | 28.6% |

Current Period Analysis — Fiscal Year Ending June 30, 2022
Based upon the factors and guidelines set forth above, the analysis for the current rate-setting
period indicates the following:

Past Investment Performance — Weak portfolio performance in FY 2022 affected the comparison
of longer-term performance. SURS portfolio is slightly above the credited ERI for the short-term
and fairly close in the longer-term time periods (30+ years). However, the portfolio slightly lags
the credited ERI for the 15- and 25-year time periods. Past performance would support an ERI
equal to the current actuarial assumption of 6.50%.

Expected Investment Performance — Based on recent asset-liability discussions, the portfolio’s
expected returns over the next 20-years are projected to be slightly higher than the current actuarial
assumption (6.50%). Expected Investment Performance would support an ERI equal to the
current actuarial assumption of 6.50%.

The undistributed investment earnings account balance is smaller than in 2021, but still greater
than 30% of net liabilities, therefore no change in the ERI would be warranted.

Conclusion and Recommendation

Based on the statutory factors considered, Staff is recommending the Effective Rate of Interest
remain at 6.5% for Fiscal Year 2024. Table 2, shown on the following page, provides a recent
history of the ERI rates previously approved along with the recommendation for Fiscal Year 2024.

SURS staff recommends that the Effective Rate of Interest to be used for all purposes, other
than the Rule 2 (money purchase) calculation, remain at 6.50% for Fiscal Year 2024.
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Table 1
Undistributed Investment Income Reserve
Account Balance

As of June 30, ($’s in billions) As a % of liabilities
2022 18.185 36.5%
2021 19.094 39.0%
2020 14.614 30.7%
2019 14.373 30.9%
2018 13.574 30.0%
2017 12.403 29.6%
2016 10.851 26.5%
2015 11.288 28.6%
2014 11.201 29.9%
2013 8.930 26.0%
2012 7.627 23.0%
2011 8.035 25.5%
2010 5.672 20.5%
2009 4.502 17.1%
2005 6.192 30.4%
2000 6.935 50.7%

Table 2
History of Effective Rates of Interest
SURS Comptroller
Fiscal Year Effective Rate Effective Rate
of Interest of Interest
2024 (Proposed) 6.5%
2023 6.5% 6.25%
2022 6.0% 5.50%
2021 6.5% 6.00%
2020 6.5% 6.50%
2019 6.5% 6.75%
2018 6.5% 6.50%
2017 7.0% 6.75%
2016 7.0% 7.00%
2015 7.0% 6.75%
2014 7.0% 6.75%
2013 7.5% 6.50%
2012 7.5% 6.75%
2011 7.5% 7.00%
2010 8.0% 7.50%
2009 8.5% 8.50%
2008 8.5% 8.00%
2007 8.5% 8.00%
2006 8.5% 8.50%
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To: Administration Committee

From: Jefferey S. Saiger, Chief Technology Officer
Date: 12/09/2022

Re: Project Velocity Update

The SURS Information Technology Department is once again pleased to come before the Administration
Committee today to present an update regarding Project Velocity; our ongoing project to replace our
legacy pension administration system (PAS) with one that is built upon modern technology and design
principles.

Presenting today will be myself, Jefferey Saiger, CTO, and Erica Oropeza, lead project manager from our
implementation partner, Linea Solutions.

To summarize, we are still on track with regards to progress, resourcing, and budgetary considerations.
While we have officially tapped into the contingency budget to address data conversion complexities, we
are still under our overall projected budget-to-date. Going through Vall has been an important learning
experience; it has been our first real test of the projects impact on the overall organization. We’ve been
able to compare our assumptions of organizational performance against the actuality testing provided.

Thank you for your continuing support of Project Velocity.
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FY2023 Budget

Billed as of November 28, 2022

Implementation
$2,000,000.00

$1,500,000.00
$1,000,000.00

$500,000.00

$-

Vitech

B Actual to Date mExpected to Date

LINEA SOLUTIONS

Implementation Support
$1,200,000.00

$900,000.00
$600,000.00

$300,000.00

$-

Linea

B Actual to Date B Expected to Date

S-URS

STATE UNIVERSITIES RETIREMENT SYSTEM

Data Conversion
$120,000.00

$90,000.00
$60,000.00
$30,000.00 I
$0.00
MBS DA

B Actual to Date mExpected to Date

S
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Z STATE UNIVERSITIES RETIREMENT SYSTEM _|L

Contingency
Budget

Contingency

m Remaining = DAS - FileNet

Fiscal Contingency -
Year Planned Burndown

We are currently under budget,

despite the change orders for 2022 $600,710
MBS to bring on DAS to help with
FileNet imaging conversion. 2023 $559.585
: : 2024 $569,459
Contingency is used for work that
Is considered out of original 2025 $270,246
scope. 2026 $0 (Parallel Testing)

Due to complexity of SURS data,
an additional change order from
MBS is expected.
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Work
Completed

Data Conversion Focus Implementation Focus

Data mapping for service credit Preparing for Validation Testing Cycle
purchase (SCP) 1 (VAL1)

Imaging / FileNet conversion proof of

concept

VAL1 Preparation Focus

Reviewing all 218 tests from Verification Testing Cycles
Preparing data warehouse for tests

Confirming scope of functionality delivered by Vitech
Developing detailed testing schedule

Training SURS testers on VAL1 process

Having Vitech and Linea provide onsite support
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Validation Testing Cycle 1
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-V A_Ll - Epic A: Agreements & Payroll Processing L

« Employer Account

Conﬁguration - Earnings & Contribution Rates
- Payroll Processing
- Epic I: Member World & General CRM
« Person Account: Member, Beneficiary, Alt
Payee
- Address & Communication Channels
- Epic B: Member Enrollment
- Plan Election
- Defined Benefit Setup
- Interest Accruals
- Epic J: Imaging Integration
- Image Configuration
- Kofax Integration
- Image Workflow Processing

- Epic C: Pension Setup
-« Plan Setup & Work History
- Service Credit Calculations
- FAE with Reciprocity
- EpicJ: RSP & DCP Setup
- Epic K: Service Credit Purchase
(sCP)
- Eligibility & Calculations



« Time is limited for some SURS staff.
- SMEs may not be available during Validation Testing. - Some tests take longer than expected.

- Testing takes longer than expected. "I - Need more time to review Solution Configuration
Risk Documents.

- SURS staff feel overwhelmed by competing

- Validation Testing is not thorough. priorities.
NI - Critical/high priority issues are not captured to be fixed. Realized - SURS staff feel anxious that they might not test
thoroughly enough.

Impact Impact

- Communication with managers to address staff
concerns.

ot - Continued support from SURS project team,
Expected PR Actual Linea, and Vitech.

Mitigation « Working on detailed testing schedule and assignments. VIEEN I - Siow down pace of concurrent sprint meetings.

- Collaboration with MSR Managers to balance workloads.
- SME calendars blocked and planning around other




Testing Progress
as of 11/28

Execution Status

[ BLOCKED 12
I DEFERRED 0
B raL 65
B FAIL (ARTIFACT) 0
B AL (DATA) 0
B Pass 82
[l PASS (OTHER) 33
B UNEXECUTED 24

B wip

Testing schedule was front-
loaded to complete as much
of the initial testing and SCD
reviews before Thanksgiving.

As of 11/28, SURS staff:

Executed 89% of tests
(194 / 218)

Passed 59% of executed
tests (115 / 194)

Completed 75% of
initial SCD reviews

(6/8)




Testing Progress
asof 11/28

Two Dimensional Filter Statistics: VAL1 Client reproted Incidents/lssues/Improvements

Issue Type O 0 - Critical W 1- High 2 2 - Medium

Improvement 21

B Incident

Issue 3 27
(! ]

Total Unique Issues: 64 254

Grouped by: Priority Showing 3 of 3 statistics.

Two Dimensional Filter Statistics: VAL1 - Open Issuesf Improvements - Epic & Priority

Epic Link
A2. Employer, Roster Setup & Other Org
A4, Core Admin Payroll & Payment Processing
B1. Plan Election and Enrollment
B4. Employer Payment Processing
C1. Plan Setup, PWH Setup
C2. Reciprocal Svec Setup & Vesting Service Calculations
D1. Retirement Setup
12. Address & Communication Channels Setup & Maintenance
. Image Configuration
. DC (457(b)) Setup & Maintenance
. Image Workflow Processing
. SCP Setup
2. SCP Eligibility
. SCP Calculations (Principal and Interest)
. SCP Cost Statement Generation and Invoicing (FM and EWF)

Total Unigue Issues:

A 1-High 2 2- Medium




Summary

We are still on track with regards to progress, resourcing, and
budgetary considerations.

While we have officially tapped into the contingency budget to
address data conversion complexities, we are still under our overall
projected budget-to-date.

Going through Vall has been an important learning experience.

It has been our first real test of the project's impact on the overall
organization. We’ve been able to compare our assumptions of
organizational performance against the actuality testing provided.

LINEA SOLUTIONS
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Next Steps & Looking Ahead

Goal: Complete VAL1 by Friday, December 16

VAL1 Exit Criteria Winter & Spring 2023

High and Critical issues are fixed or there is an = Retirement Calculations & E stimates

r n plan r hem. . .
ag eed upon plan to address the Retirement Claims Process

Solution configuration documents are approved. . o .
& PP Disability Claims Process

Employer Digital Self-Service

LINEA SOLUTIONS 14
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