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Key Findings

 Funded status has deteriorated for the pension 
and the group life plans.

 Employer contribution rate increases for the 
pension and Group Life Insurance plans.

 Assumption changes made based on recent 
experience study had little effect on funded status 
and employer contribution rates.

 Recommend removing corridor from actuarial 
value of assets.



Assumption Changes

 Following changes were made based on 
experience from 2004 to 2008:
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SYSTEM ASSUMPTION CHANGE Impact on Pension 
Contribution Rate

State Increase rates of withdrawals -0.29%
Increase rates of disability retirement up to age 52, females
Decrease rates of disability retirement after age 52, all members
Decrease rates of service retirement

Teachers Increase rates of withdrawals -0.56%
Increase rates of disability retirement
Decrease rates of service retirement

SPORS Decrease rates of withdrawals, males -0.34%
Decrease rates of service retirement

VaLORS Increase rates of withdrawals -1.92%
Decrease rates of disability retirement
Change rates of service retirement

Judicial Increase rates of salary increases 1.99%

 Minor impact on contribution rates to HIC, VSDP 
and Group Life plans.
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Funded Status

System 2008
2009 (no 
changes)

2009 
(assumption 

changes-
with 

corridor)

2009 
(assumption 
changes-no 

corridor)
State 88.0% 75.8% 75.3% 84.0%

Teachers 79.8% 68.2% 68.4% 76.1%
SPORS 76.6% 65.6% 66.1% 73.6%
VaLORS 68.2% 60.1% 58.7% 64.7%
Judicial 75.6% 65.3% 65.3% 72.5%

HIC 13.4% 13.4% 13.6% 14.6%
VSDP 78.9% 87.5% 97.0% 97.0%

Group Life 55.0% 42.1% 42.9% 48.5%

Funded status based on actuarial value of assets.
VSDP funded status without LTC asset transfer.

June 30
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Benefit Financing

C + I = B + E
Contributions
Investment Income
Benefits Paid
Expenses (administration)

=
=
=
=

C
I
B
E

 Basic Retirement Funding Equation
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Pension Results
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Active and Retired Membership

0.6% average increase for active members since 2004; (0.8)% increase for 2009.

4.7% average increase for retired members since 2004; 3.6% increase for 2009.

2.0 actives per retiree 5 years ago; 1.6 actives per retiree now.

2004 2005 2006 2007 2008 2009
Active 75,857 76,833 77,891 78,336 78,953 78,339
Retired 38,252 39,252 40,028 44,659 46,237 47,910
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Active and Retired Membership

1.8% average increase for active members since 2004; 0.6% increase for 2009.

6.1% average increase for retired members since 2004; 4.4% increase for 2009.

2.8 actives per retiree 5 years ago; 2.3 actives per retiree now.

2004 2005 2006 2007 2008 2009
Active 135,851 140,030 143,166 145,830 147,833 148,762
Retired 47,670 50,532 53,112 58,432 61,372 64,073
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Active and Retired Membership

0.9% average increase for active members since 2004; (1.3%) increase for 2009.

6.8% average increase for retired members since 2004; 5.2% increase for 2009.

2.0 actives per retiree 5 years ago; 1.5 actives per retiree now.

2004 2005 2006 2007 2008 2009
Active 1,755 1,811 1,795 1,890 1,852 1,828
Retired 862 923 957 1,083 1,134 1,193
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Active and Retired Membership

0.7% average increase for active members since 2004; (2.7%) increase for 2009.

17.3% average increase for retired members since 2004; 13.7% increase for 2009.

10.0 actives per retiree 5 years ago; 4.7 actives per retiree now.

2004 2005 2006 2007 2008 2009
Active 9,746 9,819 9,904 10,213 10,370 10,087
Retired 970 1,206 1,381 1,674 1,887 2,146
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Active and Retired Membership

0.8% average increase for active members since 2004; 2.2% increase for 2009.

3.1% average increase for retired members since 2004; 3.9% increase for 2009.

1.0 active per retiree 5 years ago; 0.9 actives per retiree now.

2004 2005 2006 2007 2008 2009
Active 405 414 415 424 412 421
Retired 387 395 399 411 433 450
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Average Salary & Benefits

0.2% increase in Average Salary for 2009.

4.6% increase in Average Benefit for 2009.

2005 2006 2007 2008 2009
Avg Salary $40,353 $42,383 $44,263 $46,112 $46,203 
Avg Benefit $14,972 $15,634 $16,700 $15,867 $16,601 
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Average Salary & Benefits

3.2% increase in Average Salary for 2009.

4.1% increase in Average Benefit for 2009.

2005 2006 2007 2008 2009
Avg Salary $41,740 $43,274 $45,290 $46,650 $48,136 
Avg Benefit $18,305 $19,024 $19,800 $19,895 $20,708 
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Average Salary & Benefits

(0.2%) increase in Average Salary for 2009.

2.3% increase in Average Benefit for 2009.

2005 2006 2007 2008 2009
Avg Salary $50,174 $52,224 $53,325 $55,327 $55,237 
Avg Benefit $27,283 $28,418 $29,215 $32,657 $33,413 
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Average Salary & Benefits

0.2% increase in Average Salary for 2009.

1.8% increase in Average Benefit for 2009.

2005 2006 2007 2008 2009
Avg Salary $31,222 $32,398 $33,392 $35,512 $35,597 
Avg Benefit $16,358 $16,743 $16,897 $20,949 $21,325 
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Average Salary & Benefits

1.5% increase in Average Salary for 2009.

1.2% increase in Average Benefit for 2009.

2005 2006 2007 2008 2009
Avg Salary $125,300 $130,818 $136,054 $146,811 $148,952 
Avg Benefit $60,091 $62,419 $64,389 $64,283 $65,026 

$0 

$20,000 

$40,000 

$60,000 

$80,000 

$100,000 

$120,000 

$140,000 

$160,000 

Judicial



18

Payroll & Benefits
($ Millions)
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Payroll & Benefits
($ Millions)
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Payroll & Benefits
($ Millions)
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Payroll & Benefits
($ Millions)
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Payroll & Benefits
($ Millions)
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Average Age, Service & Benefits

State Teachers SPORS VaLORS Judicial

Active Average Age 47.71 44.74 40.44 41.09 57.24

Active Average Service 12.88 11.37 14.01 8.68 10.93

Average Age at Retirement 60.70 59.31 55.79 56.63 64.32

Average Service at Retirement 24.37 24.60 31.92 22.74 34.29

Average Benefit at Retirement 
as a Percent of Pay 41.43% 41.82% 59.05% 45.48% 58.29%

June 30, 2009 Valuation
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Smoothing Methods

 Recognize some portion of market return each 
year

 Can be straight line or weighted
 Most commonly used is straight line, 5-year 

smoothing (VRS uses 5-year smoothing)
 Can be with or without corridor, i.e., actuarial 

value cannot be less than x% or more than x% of 
market value

 Most common corridor is 80%-120% of market 
value (VRS uses this method)
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State Employees Asset Values
(21.1)% Return FY 2009
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State Employees Contribution Rates
5 Year Smoothing

(21.1)% Return FY 2009
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Teachers Asset Values
(21.1)% Return FY 2009
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Teachers Contribution Rates
5 Year Smoothing

(21.1)% Return FY 2009
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Assets ($ Millions)

2004 2005 2006 2007 2008 2009
Market $11,380 $12,398 $13,549 $15,988 $14,856 $11,254 
Actuarial $11,982 $12,018 $12,542 $13,857 $15,046 $13,505 
No Corridor $11,982 $12,018 $12,542 $13,857 $15,046 $15,050 

$0 

$2,000 

$4,000 

$6,000 

$8,000 

$10,000 

$12,000 

$14,000 

$16,000 

$18,000 

State Employees

2005 2006 2007 2008 2009
Market Return 11.78% 12.10% 20.73% -4.92% -21.85%
Actuarial Return with Corridor 2.99% 7.34% 13.34% 11.27% -7.69%
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Assets ($ Millions)

2004 2005 2006 2007 2008 2009
Market $18,407 $20,240 $22,331 $26,618 $25,076 $19,302 
Actuarial $19,343 $19,640 $20,731 $23,205 $25,502 $23,163 
No Corridor $19,343 $19,640 $20,731 $23,205 $25,502 $25,765 
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Teachers

2005 2006 2007 2008 2009
Market Return 11.78% 12.10% 20.32% -4.96% -21.66%
Actuarial Return with Corridor 3.19% 7.34% 13.10% 10.93% -7.72%
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Assets ($ Millions)

2004 2005 2006 2007 2008 2009
Market $486 $530 $580 $684 $636 $484 
Actuarial $511 $514 $539 $595 $646 $581 
No Corridor $511 $514 $539 $595 $646 $647 
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2005 2006 2007 2008 2009
Market Return 11.73% 12.08% 20.43% -4.97% -21.67%
Actuarial Return with Corridor 3.15% 7.29% 13.15% 11.08% -7.71%
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Assets ($ Millions)

2004 2005 2006 2007 2008 2009
Market $498 $593 $700 $868 $853 $691 
Actuarial $509 $575 $657 $766 $873 $829 
No Corridor $509 $575 $657 $766 $873 $913 
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2005 2006 2007 2008 2009
Market Return 11.50% 11.73% 20.11% -5.06% -21.04%
Actuarial Return with Corridor 5.79% 7.83% 12.62% 10.03% -7.27%
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Assets ($ Millions)

2004 2005 2006 2007 2008 2009
Market $271 $296 $326 $390 $367 $284 
Actuarial $285 $288 $303 $340 $374 $341 
No Corridor $285 $288 $303 $340 $374 $378 
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2005 2006 2007 2008 2009
Market Return 11.66% 12.01% 20.26% -5.02% -21.42%
Actuarial Return with Corridor 3.14% 7.25% 13.01% 10.85% -7.56%
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Pension Funding Results
With AVA Corridor

State Teachers SPORS VaLORS Judicial

Total Normal Cost Rate 7.67% 9.68% 13.81% 10.81% 35.15%
Member Rate 5.00% 5.00% 5.00% 5.00% 5.00%
Employer Normal Cost Rate 2.67% 4.68% 8.81% 5.81% 30.15%

Rate to Amortize UAAL 8.90% 10.88% 21.51% 11.83% 20.99%

Total Employer
Contribution Rate 11.57% 15.56% 30.32% 17.64% 51.14%

Unfunded Actuarial
Accrued Liability ($ Millions) $4,421 $10,698 $298 $583 $181

Funding Period (Years) 20 20 20 20 20

State Teachers SPORS VaLORS Judicial

2009 Calculated (no change) 11.74% 16.12% 30.66% 19.54% 49.14%
2009 Calculated (after assumption changes) 11.57% 15.56% 30.32% 17.64% 51.14%
2008 Calculated - Informational 7.09% 11.96% 22.46% 16.70% 41.78%

Funded FY's 2009 & 2010 6.23%* 8.81% 20.05% 14.23% 34.51%

June 30, 2009 Valuation

June 30, 2009 Valuation - Employer Contribution Rates for FY's 2011 & 2012

*6.26% for fiscal year 2010

State Teachers SPORS VaLORS Judicial

Total Normal Cost Rate 7.67% 9.68% 13.81% 10.81% 35.15%
Member Rate 5.00% 5.00% 5.00% 5.00% 5.00%
Employer Normal Cost Rate 2.67% 4.68% 8.81% 5.81% 30.15%

Rate to Amortize UAAL 8.90% 10.88% 21.51% 11.83% 20.99%

Total Employer
Contribution Rate 11.57% 15.56% 30.32% 17.64% 51.14%

Unfunded Actuarial
Accrued Liability ($ Millions) $4,421 $10,698 $298 $583 $181

Funding Period (Years) 20 20 20 20 20

State Teachers SPORS VaLORS Judicial

2009 Calculated (no change) 11.74% 16.12% 30.66% 19.54% 49.14%
2009 Calculated (after assumption changes) 11.57% 15.56% 30.32% 17.64% 51.14%
2008 Calculated - Informational 7.09% 11.96% 22.46% 16.70% 41.78%

Funded FY's 2009 & 2010 6.23%* 8.81% 20.05% 14.23% 34.51%

June 30, 2009 Valuation

June 30, 2009 Valuation - Employer Contribution Rates for FY's 2011 & 2012
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Pension Funding Results
Without AVA Corridor

State Teachers SPORS VaLORS Judicial

Total Normal Cost Rate 7.67% 9.68% 13.81% 10.81% 35.15%
Member Rate 5.00% 5.00% 5.00% 5.00% 5.00%
Employer Normal Cost Rate 2.67% 4.68% 8.81% 5.81% 30.15%

Rate to Amortize UAAL 5.79% 8.23% 16.75% 10.12% 16.64%

Total Employer
Contribution Rate 8.46% 12.91% 25.56% 15.93% 46.79%

Unfunded Actuarial
Accrued Liability ($ Millions) $2,876 $8,096 $232 $499 $143

Funding Period (Years) 20 20 20 20 20

State Teachers SPORS VaLORS Judicial

2009 Calculated (no corridor) 8.46% 12.91% 25.56% 15.93% 46.79%
2009 Calculated (with corridor) 11.57% 15.56% 30.32% 17.64% 51.14%
2008 Calculated - Informational 7.09% 11.96% 22.46% 16.70% 41.78%

Funded FY's 2009 & 2010 6.23%* 8.81% 20.05% 14.23% 34.51%

June 30, 2009 Valuation

June 30, 2009 Valuation - Employer Contribution Rates for FY's 2011 & 2012

*6.26% for fiscal year 2010

State Teachers SPORS VaLORS Judicial

Total Normal Cost Rate 7.67% 9.68% 13.81% 10.81% 35.15%
Member Rate 5.00% 5.00% 5.00% 5.00% 5.00%
Employer Normal Cost Rate 2.67% 4.68% 8.81% 5.81% 30.15%

Rate to Amortize UAAL 5.79% 8.23% 16.75% 10.12% 16.64%

Total Employer
Contribution Rate 8.46% 12.91% 25.56% 15.93% 46.79%

Unfunded Actuarial
Accrued Liability ($ Millions) $2,876 $8,096 $232 $499 $143

Funding Period (Years) 20 20 20 20 20

State Teachers SPORS VaLORS Judicial

2009 Calculated (with corridor) 11.57% 15.56% 30.32% 17.64% 51.14%
2009 Calculated (no corridor) 8.46% 12.91% 25.56% 15.93% 46.79%
2008 Calculated - Informational 7.09% 11.96% 22.46% 16.70% 41.78%

Funded FY's 2009 & 2010 6.23%* 8.81% 20.05% 14.23% 34.51%

June 30, 2009 Valuation

June 30, 2009 Valuation - Employer Contribution Rates for FY's 2011 & 2012
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2009 Pension Gain/Loss Analysis
($ Millions)

Losses Gains Source

Investment return

Salary increases

Service retirement

Disability retirement

Mortality

Withdrawal

New entrants

Other($690.6)

($53.2)

($151.2)

($77.8)

($32.9)

$118.9 

$247.3 

($6,392.3)
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Health Insurance Credit (HIC)
Program Results
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Comments on HIC Valuation

 Data Changes from Prior Year
 Eligible vested and terminated participants included 

for the first time.
 UVA Medical Center participants included for the 

first time.
 State includes SPORS, VaLORS, Judges, UVA 

employees and ORP members (about 108,000 
actives and 38,000 retirees).

 UVA and ORP liability reflects active employees 
only.

 Basic benefit $4 per month per year of service.
 Actuarial value of assets based upon 5 year 

smoothing.
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HIC Funding Results 
With AVA Corridor

*Includes SPORS, VaLORS, Judges, UVA employees and ORP members.  Eligible vested 
and terminated participants not included in June 30, 2008 valuation.  

June 30, 2009 Valuation

State* Teachers

Normal Cost Rate 0.31% 0.23%

Rate to Amortize UAAL 0.77% 0.85%

Total Employer Contribution Rate 1.08% 1.09%

Unfunded Actuarial $687 $998 
Accrued Liability ($ Millions)

Funded Status 18.4% 9.9%

Funding Period (Years) 27 27 

June 30, 2008 Valuation

State* Teachers

Total Employer Contribution Rate 1.06% 1.09%

Funded Fiscal Year 2010 1.00% 1.04%
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HIC Funding Results
Without AVA Corridor

*Includes SPORS, VaLORS, Judges, UVA employees and ORP members.  Eligible vested 
and terminated participants not included in June 30, 2008 valuation.  

June 30, 2009 Valuation
State* Teachers

Normal Cost Rate 0.31% 0.23%

Rate to Amortize UAAL 0.75% 0.85%

Total Employer Contribution Rate 1.06% 1.08%

Unfunded Actuarial $673 $992 
Accrued Liability ($ Millions)

Funded Status 20.1% 10.5%

Funding Period (Years) 27 27 

June 30, 2008 Valuation
State* Teachers

Total Employer Contribution Rate 1.06% 1.09%

Funded Fiscal Year 2010 1.00% 1.04%
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Virginia Sickness and 
Disability Program (VSDP) 

Results
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Comments on VSDP LTD Valuation

 Actuarial valuation of the VSDP long-term 
disability (LTD) benefit by Cavanaugh Macdonald.

 Actuarial valuation of the VSDP long-term care 
benefit (LTC) prepared by Milliman.

 Reduction in contribution rate and increase in 
funded status for LTD benefit due to changes in 
methodology from prior valuation.

 Actuarial value of assets equal to market value.
 Alternative 2009 valuation results prepared with 

asset transfer of approximately $7.1 million from 
LTC. 

 Actuarial cost method is Projected Unit Credit 
(PUC).
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Comments on VSDP LTD Valuation

 State, SPORS and VaLORS employees hired on 
or after January 1, 1999 are automatically enrolled 
in VSDP.

 Active membership about 73,000.  Does not 
include Teachers or Judges.

 Basic benefit 60% of pay minus offsets (e.g., 
Social Security benefits, Workers’ Compensation), 
payable to normal retirement from pension plan.
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VSDP LTD Funding Results

Milliman prepared the actuarial valuation as of June 30, 2009 of the VSDP long-term care (LTC) benefit and
reported a required employer contribution for fiscal year 2010 of $3.8 million if there is no LTC asset transfer.
The required employer contribution to LTC would be $4.4 million with a transfer of LTC assets to LTD. The
employer contribution rate for the LTC benefit as a percent of payroll is 0.09% without an asset transfer and
0.11% with an asset transfer. The covered payroll is $4,079.5 million.

Total Normal Cost Rate 0.64% 0.64%

Rate to Amortize UAAL 0.01% 0.00%

Total Employer Contribution Rate 0.65% 0.64%

Unfunded Actuaial Liability ($ Millions) $8.0 $0.9

Funding Period (Years) 27 27

0.87%

June 30, 2009 Valuation 
with LTC Transfer

June 30, 2008 Valuation

Total Employer Contribution Rate (excluding long-term care benefit)

June 30, 2009 Valuation
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Group Life Insurance Results
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Comments on Group Life Insurance 
Valuation

 Membership includes all VRS members, including Political 
Subdivisions, five political subdivisions not participating in 
VRS and certain Optional Retirement Plan members not 
participating in VRS.
 366,000 active members
 126,000 retired members

 UVA Medical Center participants and Roanoke School 
District included for the first time.

 Basic benefit 2 times annual pay, reducing by 25% per year 
to final benefit of 25% of initial amount.

 $5.4 billion total current life insurance amount for retired 
members.

 Actuarial value of assets based upon 5 year smoothing.
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Group Life Insurance Funding 
Results With AVA Corridor

Cents/$1,000 of
June 30, 2009 Percent of Active Insurance

Valuation Active Payroll Amount

Active 0.33% 13.7
Retired 0.82% 40.9
Total 1.15% 54.6

Cents/$1,000 of
June 30, 2008 Percent of Active Insurance

Valuation Active Payroll Amount

Active 0.27% 13.7
Retired 0.59% 29.5
Total 0.86% 43.2

Contribution Rates
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Group Life Insurance Funding 
Results Without AVA Corridor

Cents/$1,000 of
June 30, 2009 Percent of Active Insurance

Valuation Active Payroll Amount

Active 0.33% 13.7
Retired 0.78% 38.9
Total 1.11% 52.6

Cents/$1,000 of
June 30, 2008 Percent of Active Insurance

Valuation Active Payroll Amount

Active 0.27% 13.7
Retired 0.59% 29.5
Total 0.86% 43.2

Contribution Rates
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