Board of Directors
Steven H. Abbey
Catherine Adduci
Allan Ambrose*
Adrienne Archia*
Murray E. Ascher*
Alicia Mazur Berg
Abel E. Berland 3t
Brian Bernardoni
Roger Bickel

J.D. Bindenagel
Aileen Blake
Douglas H. Cameron
Whitney Carlisle
Robert J. Christie
Richard A. Ciccarone*
Jerry Cizek 3t
Elizabeth G. Coolidge
Amy Anderson Day
Kevork Derderian 3.t
Julian C. D’Esposito
Jon B. DeVries
Thomas H. Donohoe
Martin L. Eisenberg
Brian D. Fabes
Timothy J. Faerber
Timothy Fair
Stephen Friedman
Charles R. Gardner*
Carol W. Garnant £t
Sarah Garvey*
Anthony Gedeller
Ronald J. Gidwitz
Peter G. Glick

Judith A. Gold*
Andrew F. Gottschalk*
Patrick Hagan*
Philip Hale

M. Hill Hammock
Albert C. Hanna
Patricia M. Holden
Bruce T. Hopple

Margaret Houlihan Smith

Lorna Brett Howard
James H. Kane
William Ketchum
Thomas J. Klutznick
James Kranjc*
Stephen Legatzke
Michael A. Lovett
William Mack*
Glenn Mazade
Susan McKeever*
Eileen Mitchell*
Fred Montgomery*
Timothy E. Moran
Monica M. Mueller
Michael E. Murphy %t
Bert Nuehring*
Michael F. O’Brien
Holly O'Connor
Gregory O’Leary
Robert Pasin

Dorice Pepin
Donovan Pepper
John H. Peterson
Bruce Rauner
Alexander 1. Rorke
Scott Saef %t

John Sciaccotta
James E. Spiotto*
Caryn Stancik
Barbara Stewart 3.t
Eugene S. Sunshine
Theodore M. Swain*
Kent A. Swanson
Courtney Thompson
Thomas Vanden Berk
Robert Vihon*

Sue E. Wallace*
John F. Ward. 3t
Jerrold Wolf

Philip Zinn*

*Executive Committee

Lt Past Chairmen’s Council

The Civic Federation

177 North State Street, Suite 400, Chicago, IL 60601 = 312.201.9066 fax 312.201.9041 = www.civicfed.org

FOR IMMEDIATE RELEASE - MONDAY, MARCH 8, 2010

Officers
For more information, contact Laurence Msall at 312-201-9044

Thomas McNulty, Chairman

A.G. Anglum, Vice Chairman
Mark Davis, Vice Chairman
Thomas Livingston, Vice Chairman
Joseph B. Starshak, Treasurer
Laurence J. Msall, President

Lise Valentine, Vice President

CHICAGO TAXPAYERS’ PER CAPITA PENSION BURDEN
INCREASED NEARLY 400% IN NINE YEARS
Major Reforms Necessary to Avert Insolvency

The Civic Federation’s annual report on the finances of ten Chicago-area public pension funds,
released today, shows their aggregate funding deficit reached $18.5 billion in fiscal year 2008. Each
resident of Chicago—young and old—is therefore saddled with $5,821 in unfunded pension
promises to Chicago and Cook County public employees, up from $1,189 in FY2000.

“The Civic Federation is deeply concerned about the unsustainable rate of increase in unfunded
liabilities for Chicago area pension funds over the past ten years,” said Laurence Msall, president of
the Civic Federation. Pension pledges made to government employees in the Chicago area grew by
68.9% between FY 1999 and FY2008, while the funding for those promises rose by only 26.4%. The
total difference between assets and liabilities, the unfunded liability, grew by 444% as a result.

It is important to note that the economic downturn did not cause local pension underfunding.
Many local pension funds have been routinely underfunded for years as benefit enhancements were
granted without regard for their long-term cost to taxpayers and statutory pension contributions
failed to keep up with growing liabilities.

Several pension funds reached dangerously low funding levels in FY2008 as the market plummeted.
The Chicago Fire Fund’s market value funded ratio was a meager 27.2%, near the low level of
funding that triggered major reforms to CTA pensions to avert that fund’s impending insolvency.
The Police Fund’s market funded ratio was only 34.7% and its unfunded liabilities alone totaled $4.5
billion or more than four times current police payroll.

Unfortunately, since neither the Fire Fund nor the Police Fund are required to publish funding
projections, including the date when the funds will run out of money, the public and beneficiaries do
not know how immediate the crisis is. Accordingly, the Civic Federation recommends as part of
comprehensive public pension reform that the state pension code be amended to require all state and
local pension funds to report projected funded ratios, unfunded liabilities, and required contributions
for the next 30 years, as well as the projected date of insolvency.

“The status quo of benefit enhancements and insufficient pension contributions must not continue,”
said Msall. “The only responsible option for our local governments is to work with the General
Assembly to take action immediately to implement reforms to pension benefits, increase employer
and employee contributions, and improve governance and financial reporting.”

The reforms the Civic Federation advocates will help ensure that critical public spending is not

crowded out by ever-increasing pension liabilities and the cost of today’s government is not shifted

to tomorrow’s taxpayers. The reforms include the following measures:

o Employer and employee contributions for all funds should be tied to the funding status of each
pension fund, consistent with the actuarially calculated annual required contribution (ARC).

e Employers and employees should contribute a set proportion of the ARC, similar to the CTA’s
new contribution structure, such as a 50%/50% or 60%/40% split.

e The minimum retirement age for unreduced benefits should be increased to match Social
Security (currently 67) and the minimum years of service for unreduced benefits should rise.

e The General Assembly should prohibit any and all forms of retirement benefit enhancement
unless a plan is over 90% funded, meaning none of the ten funds studied here would qualify.

The Civic Federation is an independent, non-partisan government research organization founded in 1894. The Federation's membership
includes business and professional leaders from a wide range of Chicago area corporations, professional service firms and institutions.
For more information, please visit the Federation’s website at www.civicfed.org.



