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3) provide monthly reporting to all necessary parties,

4) forward any proxies to the Investment Manager, the Board of Trustees, or their
designee,

5) sweep all interest and dividend payments and any other un-invested cash into a
short-term money market fund for redeployment, and

6) other duties as detailed in the respective custodial agreement

The Custodian retained by the Board of Trustees will exercise discretion within the
parameters set forth in these guidelines on behalf of the Pension Fund (see Addendum A).

Investient Policy Asset Allocation

In establishing investment policy for the Pension Fund, the Trustees have considered the
long-term nature of the asset pool as well as the needs and desires of the participants. In
addition, the Trustees considered the risk and return characteristics of the various asset
classes available to institutional investors and sought the guidance of outside consultants.
The Trustees have established the target asset allocation and permissible percentage ranges
shown in the table set forth below

Asset Class Target Minimum* Maximum*

Int. Govt. Fixed Income 17.5% 12.5% 22.5%
Int. Govt/Credit Fixed Income 22.5% 17.5% 27.5%
Total Fixed Income 40.0% 35.0% 45.0%
Core Real Estate 5.0% 0.0% 10.0%
Public REITS 2.5% 0.0% 5.0%
Total Real Estate 7.5% 2.5% 12.5%
Global Tactical Asset Allocation 5.0% 0.0% 10.0%
Total Global Tactical Asset Allocation 5.0% 0.0% 10.0%
Large-Cap Core U.S. Equity 15.0% 10.0% 20.0%
Mid-Cap Core U.S. Equity 10.0% 5.0% 15.0%
Small-Cap Value U.S. Equity 10.0% 5.0% 15.0%
Total U.S. Equity 35.0% 30.0% 40.0%
Core International Equity 10.0% 5.0% 15.0%
Emerging Markets International Equity 2.5% 0.0% 5.0%
Total Intemational Equity 12.5% 7.5% 17.5%
TOTAL 100.0%

* May not add up to 100%.

Rebalancing
The Trustees will review the asset allocation of the Pension Fund at least quarterly and will

adjust the portfolio to comply with the guidelines above as necessary. The Trustees
anticipate that the on-going natural cash flow needs of the Pension Fund (contributions and
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withdrawals) will be sufficient to maintain the allocation of the Pension Fund within policy
guidelines under most market conditions.

Investments and Redemptions

Redemptions: The Fund’s Treasurer is authorized to redeem investments when cash is
needed to meet the Fund obligations. Typically, redemptions will be made once per month.
Such redemptions will be made from all investment types on a pro-rata basis.

Investments: The Fund’s Treasurer is also authorized to invest cash in excess of the
amount needed to meet the Fund’s obligations, when the excess cash is $100,000 or greater.
This includes investment of property tax receipts and other revenues. Such investments will
be made so as to bring total investments in line with the investment policy guidelines, or if
that is not possible, as close to the guidelines as possible given the amount funds to be
mvested. All other investments and redemptions must be authorized by the Board.

Fee Disclosure

All investment professionals contractually agree and shall provide, upon request, full
disclosure of direct and indirect fees, commissions, penalties, and any other compensation
that may be received by the investment adviser, including reimbursement for expenses (40

ILCS 5/1-113.5).

Investment Objective

The Pension Fund assets are to be managed in accordance with the applicable provisions of
the Illinois Pension Code. The primary objectives of the Fund are to: (a) earn the highest
possible total return consistent with levels of risk prudent to the cash flow requirements of
the Fund, and (b) to create a stream of investment returns to insure the systematic and
adequate funding of actuarially determined benefits through contributions and professional
management of the Fund assets.

The performance objective for the Pension Fund is to exceed, after investment management
fees, the actuarial assumed rate of return of 7.0% and a customized blended benchmark. To
evaluate success, the Trustees will compare the performance of the Pension Fund to the
actuarial assumed rate of return and the performance of a custom benchmark. This
benchmark represents a historical passive implementation of the investment policy targets.
The data for this benchmark will be re-balanced quarterly and consist of a weighted average
of the investment policy targets, utilizing the appropriate quarterly performance of the
market indices and weights of the indices as defined in the investment policy at the time of
the performance measurement.

Diversification

The Trustees understand their responsibility to diversify the Pension Fund. By investing the
Pension Fund’s assets in multiple asset classes and using outside investment managers with
well-diversified portfolios, diversification accomplishes its goal of insulating the portfolio
from the effects of substantial losses in any single security or sector of the market.




Proxy Voting
The Trustees recognize that proxies are assets of the Pension Fund. The Trustees delegate

the responsibility for voting proxies to each investment manager retained to manage the
Pension Fund’s assets. The Trustees will receive periodic reports from each investment
manager for separate or commingled accounts acknowledging that they have voted the
proxies.

Portfolio Evaluation

The Pension Fund will be evaluated by an Independent Investment Consultant on a quarterly
basis. Written reports will be provided to the Trustees no later than 45 days after the end of
each calendar quarter. They will meet with the various investment managers and the Pension’
Fund on a regular basis to review manager and Fund investment performance, compliance
with guidelines, and the asset allocation of the Fund. The investment managers shall also
provide written reports to the plan sponsor and consultant on a quarterly basis detailing
performance for the most recent period as well as the current outlook of the equity and fixed
income markets. If needed, the Independent Investment Consultant will assist the Trustees
with the selection of investment managers and custodians. Please see Addendum A for the
current Independent Investment Consultant of the Pension Fund.

Investment Manager Evaluation Terminology

The following terminology has been devised to facilitate accurate communication between
the Investment Manager, Investment Consultant, and the Plan Sponsor. Each term signifies
a particular status with the Fund and any conditions which may require improvement. In
each case, communication is made only after consultation with the Trustees of the Plan.

Status Description
"In Compliance" The investment manager is acting in full compliance with the

Investment Policy Guidelines and is performing up to the
expectations of the Fund.

"Alert" The investment manager is notified of a difficulty in his/her
performance (usually related to a benchmark, or volatility
measure), change in investment characteristics or
management style, or any other irregularities for the purpose
of improving performance and investment discipline.

"On Notice" The investment manager is notified of a concern with a
continued problem in any of the above issues, which if not
improved upon over a specific time frame (usually at least 2
quarters) will be cause for termination.

"Termination" The Trustees have decided to terminate the manager, a letter
has been sent on behalf of the Trustees and transition plans
are in place.



Investment Manager Guidelines - Passive Intermediate Government Fixed Income
Management

This document contains the guidelines and restrictions that apply to the passive intermediate
government fixed income manager of the Pension Fund (see addendum A).

Permissible Fixed Income Investments

1. This fund is governed by the guidelines and restrictions contained in its prospectus
or participation agreement and in accordance with Illinois Statutes.

Investment Objective

Over reasonable measurement periods (3 to 5 years), the portfolio’s return net of fees should
replicate or exceed the return of the appropriate benchmark index (see Addendum A).



Investment Manager Guidelines - Active Intermediate Government/Credit Fixed
Income Management

This document contains the guidelines and restrictions that apply to the active intermediate
government/credit fixed income manager of the Pension Fund (see addendum A).

1) The Investment Manager shall comply with all of the provisions of the Illinois Pension
Code relating to Article 4 Pension Funds, specifically Sections 1-113.1, 1-113.2, 1-
113.3, 1-113.4, and 1-113.4a relating to Permissible Investments (40 ILCS 5/1-113.1 et.
seg.). In accord with the applicable portions of the Pension Code, above referenced, the
investment manager may invest in the following fixed income securities:

a) Interest bearing direct obligations of the United States of America.

b) Interest bearing obligations to the extent that they are fully guaranteed or insured as
to payment of principal and interest by the United States of America.

¢) Interest bearing bonds, notes, debentures, or other similar obligations of agencies of
the United States of America. For the purposes of this Section, "agencies of the
United States of America”" includes: (i) the Federal National Mortgage Association
and the Student Loan Marketing Association; (i) federal land banks, federal
intermediate credit banks, federal farm credit banks, and any other entity authorized
to issue direct debt obligations of the United States of America under the Farm
Credit Act of 1971 or amendments to that Act; (iii} federal home loan banks and the
Federal Home Loan Mortgage Corporation; and (iv) any agency created by Act of
Congress that is authorized to issue direct debt obligations of the United States of
America.

d) Interest bearing savings accounts or certificates of deposit, issued by federally
chartered banks or savings and loan associations, to the extent that the deposits are
insured by agencies or instrumentalities of the federal government.

¢) Investments in credit unions, to the extent that the investments are insured by
agercies or instrumentalities of the federal government.

) Interest bearing bonds of the State of Tliinois.

g) Pooled interest bearing accounts managed by the Illinois Public Treasurer's
Investment Pool in accordance with the Deposit of State Moneys Act, interest
bearing funds or pooled accounts of the [Hlinois Metropolitan Investment Funds, and
interest bearing funds or pooled accounts managed, operated, and administered by
banks, subsidiaries of banks, or subsidiaries of bank holding companies in
accordance with the laws of the State of Tllinois.

h) Interest bearing bonds or tax anticipation warrants of any county, township, or
municipal corporation of the State of Illinois.

i} Money market mutual funds managed by investment companies that are registered
under the federal Investment Company Act of 1940 and the Illinois Securities Law
of 1953 and are diversified, open-ended management investment companies. (See
Section 1-113.2(11) for restrictions)

2. Investment grade corporate bonds may be purchased. Corporate bonds must be
managed through an investment advisor must meet all of the following requirements: (i)



the bonds must be rated as investment grade by one of the 2 largest rating services at
the time of purchase; and (ii) if subsequently downgraded below investment grade, the
bonds must be liquidated from the portfolio within 90 days after being downgraded by
the manager.

3. No single security should comprise more that 5% of the portfolio’s overall allocation
after accounting for price appreciation. The only exception to this restriction would be a

U.S. Government or U.S. Agency security.

4. The average duration of the portfolio is not to vary more than +/-25% of the duration of
the appropriate index (see Addendum A).

5. The average quality of the overall portfolio may not be less than AA- rated.

6. The manager may invest up to 10% of its portfolio in cash or cash equivalents.

Investment Objective

Over reasonable measurement periods (3 to 5 years), the portfolio’s return net of fees should
exceed the return of the appropriate benchmark index (see Addendum A}).




Investment Manager Guidelines - Passive Large-Cap Core U.S. Equity Management

This document contains the guidelines and restrictions that apply to the passive large-
capitalization core U.S. equity manager of the Pension Fund (see addendum A).

Permissible Equity Investments

1. This Fund is governed by the guidelines and restrictions contained in its
prospectuses or participation agreements and in accordance with the Illinois Statutes.

Investment Objective

Over reasonable measurement periods (3 to 5 vears), the portfolio’s return net of fees should
replicate or exceed the return of the appropriate benchmark index (see Addendum A).
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Investment Manager Guidelines - Passive Mid-Cap Core U.S. Equity Management

This document contains the guidelines and restrictions that apply to the passive mid-
capitalization core U.S. equity manager of the Pension Fund (see addendum A).

Permissible Equity Investments

1. This Fund is governed by the guidelines and restrictions contained in its
prospectuses or participation agreements and in accordance with the Illinois Statutes.

Investment Objective

Over reasonable measurement periods (3 to 5 years), the portfolio’s return net of fees should
replicate or exceed the return of the appropriate benchmark index (see Addendum A).
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Investment Manager Guidelines — Active Small-Cap Value U.S. Equity Management

This document contains the guidelines and restrictions that apply to the small-capitalization
value U.S. equity manager of the Pension Fund (see addendum A).

Permissible Equity Investments

1. The manager is expected to comply with all of the provisions of the Illinois Pension
Code relating to Article 4 Pension Funds, specifically Sections 113.1, 113.2, 113.3,
113.4, and 113.4a relating to Permissible Investments (40 ILCS 5/1-113.1 et. Seg.). In
accord with the applicable portions of the Pension Code, above referenced, the manager
may invest in the following equity securities:

a) The common stocks are listed on a national securities exchange or board of trade (as
defined in the Federal Securities Exchange Act of 1934 and set forth in paragraph G
of Section 3of the Illinois Securities Law of 1953} or quoted in the National
Association of Securities Dealers Automated Quotation System National Market
System.

b) The securities are of a corporation created or existing under the laws of the United
States or any state, district, or territory thereof and the corporation has been in
existence for at least 5 years.

¢) The corporation has not been in arrears on payment of dividends on its preferred
stock during the proceeding 5 years.

d) The market value of stock in any one corporation does not exceed 5% of the cash
and invested assets of the Pension Fund, and the investments in the stock of any one
corporation does not exceed 5% of the total outstanding stock of the corporation.

¢) The straight preferred stocks or convertible preferred stocks are issued or guaranteed
by a corporation whose common stock qualifies for nvestment by the Board.

) The issuer of the stocks has been subject to the requirement of Section 12 of the
federal Seccurities Exchange Act of 1934 and has been current with the filing
requirement of the Sections 13 and 14 of that Act during the proceeding 3 years.

2. The manager may invest up to 10% of its portfolio in cash or cash equivalents.

3. Private placements, venture capital, options, or financial futures may not be purchased.
The purchase of securities on margin is prohibited.

4. Securities listed on pink sheets may not be purchased or held at any time within the
portfolio.

5. No single security in the manager's portfolio will comprise more than 5% of its equity
allocation at the time of purchase, nor will it be more than 10% of the equity allocation
of the portfolio after accounting for price appreciation.

6. Exchange Traded Funds (ETF’s) may be utilized during periods of time when
significant cash flows (contributions or withdrawals) are incurred or expected within the
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portfolio. ETF’s are only to be utilized over very short periods of time. Only ETF’s
replicating either the Russell 2000 or Russell 2000 Value indices may be utilized.

7. All interest and dividend payments must be swept on a daily basis into a short-term
money market fund for re-deployment.

Investment Objective

Over reasonable measurement periods (3 to 5 years), the portfolio’s return net of fees should
exceed the return of the appropriate benchmark index (see Addendum A).
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Investment Manager Guidelines — Active Core International Equity Management

This document contains the guidelines and restrictions that apply to the active core
international equity manager of the Pension Fund (see addendum A).

Permissible Equity Investments

1. This Fund is governed by the guidelines and restrictions contained in ifs
prospectuses or participation agreements and in accordance with the Illinois Statutes.

Investment Objective

Over reasonable measurement periods (3 to 5 years), the portfolio’s return net of fees should
exceed the return of the appropriate benchmark index (see Addendum A).
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Investment Manager Guidelines - Passive Emerging Markets International Equity
Management

This document contains the guidelines and restrictions that apply to the passive emerging
markets international equity manager of the Pension Fund (see addendum A).

Permissible Equity Investments

1. This Fund is governed by the guidelines and restrictions contained in its
prospectuses or participation agreements and in accordance with the lllinois Statutes.

Investment Objective

Over reasonable measurement periods (3 to 5 years), the portfolio’s return net of fees should
replicate or exceed the return of the appropriate benchmarlk index (see Addendum A).
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Investment Manager Guidelines — Active Core Real Estate Management

This document contains the guidelines and restrictions that apply to the active core real
estate manager of the Pension Fund (see addendum A).

Permissible Investments

1. This Fund is governed by the guidelines and restrictions contained in its
prospectuses or participation agreements and in accordance with the Illinois Statutes.

Investment Objective

Over reasonable measurement periods (3 to 5 years), the portfolio’s return net of fees should
exceed the return of the appropriate benchmark index (see Addendum A).
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Investment Manager Guidelines — Passive Public REITS Management

This document contains the guidelines and restrictions that apply to the passive public
REITS manager of the Pension Fund (see addendum A).

Permissible Investments

2. This Fund is governed by the guidelines and restrictions contained in its
prospectuses or participation agreements and in accordance with the Illinois Statutes.

Tnvestment Objective

Over reasonable measurement periods (3 to 5 years), the portfolio’s return net of fees should
replicate or exceed the return of the appropriate benchmark index (see Addendum A).
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Investment Manager Guidelines — Active Global Tactical Asset Allocation
Management

This document contains the guidelines and restrictions that apply to the active global tactical
asset allocation manager of the Pension Fund (see addendum A).

Permissible Investments

1. This Fund is governed by the guidelines and restrictions contained in its
prospectuses or participation agreements and in accordance with the Illinois Statutes.

Investment Objective

Over reasonable measurement periods (3 to 5 years), the portfolio’s return net of fees should
replicate or exceed the return of the appropriate benchmark index (see Addendum A).
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Addendum A - Defining the Investments and Benchmark Indexes

Asset Class Investment Manager Benchmark Index
Int. Government Fixed Income Northern Trust BarCap Int. Government
Int. Govt/Credit Fixed Income Mesirow BarCap Int. Govt/Credit
Large-Cap Core U.S. Equity MetLife S&P 500
Mid-Cap Core U.S. Equity Vanguard MSCI US Mid Cap 450
Small-Cap Value U.S. Equity Fiduciary Management Russell 2000 Value
Core International Equity Manning & Napier MSCI ACWIex US
Emerging Markets International Equity Vanguard MSCI Emerging Markets
Core Real Estate Principal NCREIF
Public REITS Vanguard MSCI US REIT
Global Tactical Asset Allocation PIMCO CPI+ 5%

Investment Professional Service Provider

Custodian PNC Bank

Investment Consultant Marquette Associates, Inc.
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Addendum B — Investment Professional Adoption of Policy

This Policy document was adopted by the Board of Trustees for the Champaign
Firefighters’ Pension Fund on February 19, 2013.

Investment Professional's Acknowledgments:

The firm has received this copy of the Pension Fund's Investment Policy. The firm has
studied its” provisions and believe that we can both abide by its restrictions and fulfill
its goals and expectations over the timetables set forth in the Policy. Additionally, the
firm acknowledges that it is a Fiduciary in regards to the Pension Fund.

M 4 r4 e & %5505(64/4)’

Firm Nate

el
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Z/Zl/’lg

Date’
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Addendum B - Investment Professional Adoption of Policy

This Policy document was adopted by the Board of Trustees for the Champaign
Firefighters’ Pension Fund on February 19, 2013.

Investment Professional's Acknowledgments:

The firm has received this copy of the Pension Fund's Investment Policy. The firm has
studied its’ provisions and believe that we can both abide by its restrictions and fulfill
its goals and expectations over the timetables set forth in the Policy. Additionally, the
firm acknowledges that it is a Fiduciary in regards to the Pension Fund.
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Firm Name

s W) Hoe/
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Addendum B — Investment Professional Adoption of Policy

This Policy document was adopted by the Board of Trustees for the Champaign
Firefighters’ Pension Fund on February 19, 2013.

Investment Professional's Acknowledgments:

The firm has received this copy of the Pension Fund's Investment Policy. The firm has
studied its’ provisions and believe that we can both abide by its restrictions and fulfill
its goals and expectations over the timetables set forth in the Policy. Additionally, the
firm acknowledges that it is a Fiduciary in regards to the Pension Fund.
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Firm Name

%WJMJ Mm
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Addendum C — Board of Trustees Adoption of Policy

This Policy document was adopted by the Board of Trustees for the Champaigh
Firefighters’ Pension Fund on February 19, 2013.

Board of Trustees' Acknowledgments:
We have received this copy of the Fund’s Investment Policy. We have studied its

provisions and believe that we can both abide by its restrictions and fulfill its goals and
expectations over the timetables set forth in the Policy.

Date
/@uﬂw ,:’l*/?D:'/g
%%\,&MM A-19-] 3
Trusteje Date
y Z~/9-/5
(Trustee Date
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MANAGEMENT SUMMARY

CONTRIBUTION RECOMMENDATION

Prior Current
Valuation Valuation
Contribution Requirement $3,404,595 $3,340,104 Recom.m en.d ed
Contribution
Expected Payroll $7,123.426 $7,374,429 has Decreased
$64,491 from
Contribution Requirement as a Prior Year.
Percent of Expected Payroll 47.79% 45.29%
FUNDED STATUS
Prior Current
Valuation Valuation
Normal Cost $1,800,173 $1,772,846
Funded
Market Value of Assets $65,751,388 $74,565,824 Percentage has
Increased 2.49
Actuarial Value of Assets $65,785,730 $71,789,776
on an
Actuarial Accrued Liability $80,440,811 $85,187,861 Actuarial
Value of Assets
Unfunded Actuarial Accrued Basis.
Liability $14,655,081 $13,398,085
Percent Funded
Actuarial Value of Assets 81.78% 84.27%
Market Value of Assets 81.74% 87.53%

Champaign Firefighters’ Pension Fund



MANAGEMENT SUMMARY

MANAGEMENT SUMMARY — COMMENTS AND ANALYSIS

Contribution Results
The contribution recommendation is based on the funding policies and procedures that are outlined in
the “Actuarial Funding Policies” section of this report.

The State of Illinois statutes for pension funds contain parameters that should be used to determine the
minimum amount of contribution to a public pension fund. Those parameters and the resulting
minimum contribution can be found in the “lllinois Statutory Minimum Contribution” section of this
report.

Defined Benefit Plan Risks

Asset Growth

Pension funding involves preparing plan assets to pay benefits for the members when they retire. During
their working careers, assets need to build with contributions and investment earnings, and then the
pension fund distributes assets during retirement. Based on the fund’s current mix of employees and
funded status, the fund should be experiencing positive asset growth on average if requested
contributions are made and expected investment earnings come in. In the current year the fund asset
growth was positive by $8,814,436.

Asset growth is important long-term. Long-term cash flow out of the pension fund is primarily benefit
payments. Expenses make up a smaller portion. The fund should monitor the impact of expected
benefit payments and the impact on asset growth in the future. In the next 5 years, benefits payments are
anticipated to increase 35-40%, or approximately $1.75 million dollars. In the next 10 years, the
expected increase in benefit payments is 65-70%, or approximately $2.9 million dollars.

Unfunded Liability:

Unfunded liability represents dollars we expect to be in the pension fund already for the fund members
based on funding policy. To the extent dollars are not in the pension fund the fund is losing investment
returns on those dollars going forward. Payments to unfunded liability pay for the lost investment
earnings, as well as the outstanding unfunded amount. If payment is not made, the unfunded liability
will grow.

In the early 1990s, many pension funds in Illinois adopted an increasing payment to handle unfunded
liability due to a change in legislation. The initial payments decreased, and payments were anticipated to
increase annually after that. In many situations, payments early on may be less than the interest on
unfunded liability, which means unfunded liability is expected to increase even if contributions are at
the recommended level.

Champaign Firefighters’ Pension Fund



MANAGEMENT SUMMARY

The current contribution recommendation includes a payment to unfunded liability that is currently
$1,202,545 more than interest on the unfunded liability. All else being equal and contributions being
made, unfunded liability would still be expected to increase. The employer and the fund should
anticipate currently that improvement in the funded percent will be mitigated in the short-term. The
employer and the fund should understand this impact as we progress forward to manage expectations.

Actuarial Value of Assets:

The pension fund smooths asset returns that vary from expectations over a five year period. The
intention over time is that asset returns for purposes of funding recommendations are a combination of
several years. The impact is intended to smooth out the volatility of contribution recommendations over
time, but not necessarily increase or decrease the level of contributions over the long-term.

When asset returns are smoothed, there are always gains or losses on the Market Value of Assets that are
going to be deferred for current funding purposes, and recognized in future years. Currently, the pension
fund is deferring approximately $2.76 million dollars in gains on the Market Value of Assets. These are
asset gains that will be recognized in upcoming periods, independent of the future performance of the
Market Value of Assets.

Plan Assets

The results in this report are based on the Assets held in the pension fund. Assets consist of funds held
for investment and for benefit payments as of the Valuation Date. In addition, Assets may be adjusted
for other events representing dollars that are reasonably expected to be paid out from the pension fund or
deposited into the pension fund after the Actuarial Valuation Date as well.

The current fund Assets are audited.
The Plan
The actuarial value of assets under the funding policy is equal to the fair | Assets Used in
market value of assets, with unexpected gains and losses smoothed over 4 this Report
years. More detail on the Actuarial Value of Assets can be found in the p
funding policy section of the report. are Audited.

Demographic Data

Demographic factors can change from year to year within a pension fund. Changes in this category
include hiring new employees, employees retiring or becoming disabled, retirees passing away, and other
changes. Demographic changes can cause an actuarial gain (contribution that is less than expected
compared to the prior year) or an actuarial loss (contribution that is greater than expected compared to
the prior year).
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MANAGEMENT SUMMARY

Demographic gains and losses occur when the assumptions over the one-year period for employee
changes do not meet our long-term expectation. For example, if no employees become disabled during
the year, we would expect a liability gain. If more employees become disabled than anticipated last year,
we would expect a liability loss. Generally we expect short-term fluctuations in demographic experience
to create 1%-3% gains or losses in any given year, but to balance out in the long-term.

In the current report, the key demographic changes were as follows:

New hires: The fund added 6 new active members in the current year through hiring. When a new
member is admitted to the pension fund, the employer contribution will increase to reflect the new
member. The increase in the recommended contribution in the current year for new fund members is
approximately $68,000.

Disability: There was 1 member of the fund who became disabled during the year. When a member
becomes disabled, the fund will often experience a decrease in normal cost, but an increase in unfunded
liability. The increase in the recommended contribution in the current year for the new disability was
approximately $7,700.

Retirement: There were 2 members of the fund who retired during the year. When a fund member
retires the normal cost will decrease. Any change in the actuarial liability will be considered when
determining the amount to pay towards unfunded liability each year. The decrease in the recommended
contribution in the current year due to the retirement experience is approximately $12,500.

Mortality: There were 4 retirees who passed away during the year, two with an eligible surviving
spouse. When a retiree passes away, the fund liability will decrease as the pension fund no longer will
make future payments to the retiree. If there is an eligible surviving spouse, the fund liability will
increase to represent the value of the expected payments that will be made to the spouse. The net
decrease in the recommended contribution in the current year due to the passing of the retirees is
approximately $79,500.

Assumption Changes
The actuarial assumptions were not changed in the current year.

Funding Policy Changes
The funding policy was not changed in the current year.
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MANAGEMENT SUMMARY

ACTUARIAL CONTRIBUTION RECOMMENDATION - RECONCILIATION

Actuarial liability is expected to increase each year for both interest for the year and as active employees
earn additional service years towards retirement. Similarly actuarial liability is expected to decrease
when the fund pays benefits to inactive employees.

Contributions are expected to increase as expected pay increases under the funding policy for the Fund.

Actuarial Contribution
Liability Recommendation
Prior Valuation $ 80,440,811 $ 3,404,595
Expected Changes 2,932,673 50,107
Initial Expected Current Valuation $ 83,373,484 $ 3,454,702

Other increases or decreases in actuarial liability (key changes noted below) will increase or decrease the
amount of unfunded liability in the plan. To the extent unfunded liability increases or decreases
unexpectedly, the contribution towards unfunded liability will also change unexpectedly.

Actuarial Contribution

Liability Recommendation
Salary Increase Greater than Expected 20,448 (3,411)
Demographic Changes 1,793,929 45,699
Asset Return Greater than Expected * - (114,485)
Contributions Greater than Expected - (42,401)
Total Actuarial Experience $ 1,814,377 $ (114,597)
Current Valuation $ 85,187,861 $ 3,340,104

*The impact on contribution due to asset performance is based on the Actuarial Value of Assets.

Key demographic changes were discussed in the prior section.
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VALUATION OF FUND ASSETS

MARKET VALUE OF ASSETS
Statement of Assets
Prior Current
Valuation Valuation

Money Market $ 1,078,120 $ 2519448
Fixed Income 13,345,055 26,056,060 The Total

Value of Assets
Global Tactical Asset Allocation - 3,585,898 has Increased
Insurance Contracts 14,159,140 - $8 ,8 14 ,436
Core Real Estate and REITs - 6,543,904 from P_I’ lor

Valuation.

Pooled Investment Accounts 14,346,867 -
Stock Equities 6,849,746 35,501,103
Mutual Funds 15,984,214 -
Receivables (Net of Payables) (11,754) 359,411
Net Assets Available for Pensions  $ 65,751,388 $ 74,565,824
Statement of Changes in Assets
Total Market Value - Prior Valuation $ 65,751,388

The Return on
Plus - Employer Contributions 3,842,882 Investment on
Plus - Employee Contributions 696,674 the Market Value

of Assets for the
Plus - Return on Investments 8,705,990 Fund was
Less - Benefit and Related Payments (4,391,631) Appr0X|mate|y
13.2% Net of

Less - Other Expenses (39,479) Administrative
Total Market Value - Current Valuation $ 74,565,824 Expenses.

The return on investments shown has been determined as the Return on Assets from the statement of
changes in assets, as a percent of the average of the beginning and ending Market Value of Assets.
Return on Investment is net of the Other Expenses as shown. The Return on Investments has been
excluded from the Total Market Value of Assets at the end of the year for this calculation.
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MARKET VALUE OF ASSETS (GAIN)/LOss

Current Year (Gain)/Loss on Market VValue of Assets

Total Market Value - Prior Valuation $ 65,751,388

Contributions 4,539,556

Benefit Payments (4,391,631) The Return on

Expected Return on Investments 4,607,775 the Market

Expected Total Market Value - Current Valuation 70,507,088 Value of Assets

Actual Total Market Value - Current Valuation 74,565,824 was H igher

Current Market Value (Gain)/Loss $ (4,058,736) g]\?er:’ Eﬁg?\zfg[
Recent Year.

Expected Return on Investments $ 4,607,775

Actual Return on Investments (Net of Expenses) 8,666,511

Current Market Value (Gain)/Loss $ (4,058,736)

The (Gain)/Loss on the Market Value of Assets has been determined based on expected returns at the
actuarial rate.
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DEVELOPMENT OF THE ACTUARIAL VALUE OF ASSETS

Total Market Value - Current VValuation $ 74,565,824

The Actuarial Value
of Assets is Equal to
Full Amount the Fair Market
Value of Assets with

Adjustment for Prior (Gains)/Losses

First Preceding Year $ (4,058,736) (3,044,052) ..
Second Preceding Year (1,505,821) (752,911) Una_'ntICI pated
Third Preceding Year 4,083,659 1,020,915 Gains/Losses
Fourth Preceding Year (3,512,485) - Recognized over 4
Total Deferred (Gain)/Loss (2,776,048) Years. The Actuarial
Initial Actuarial Value of Assets - Current Valuation 71,789,776 Value of Assets is

Currently 96% of the
Less Contributions for the Current Year and Interest - Market Value.
Less Adjustment for the Corridor

Actuarial Value of Assets - Current Valuation $ 71,789,776

(GAIN)/LOSS ON THE ACTUARIAL VALUE OF ASSETS

Total Actuarial VValue - Prior Valuation $ 65,785,730 The Return on
Plus - Employer Contributions 3,842,882 Investment on
Plus - Employee Contributions 696,674 the Actuarial
Value of Assets
Plus - Return on Investments 5,895,600 for the Fund was
Less - Benefit and Related Payments (4,391,631) ApprOXImately
8.9% Net of
Less - Other Expenses (39.479) Administrative
Total Actuarial VValue - Current Valuation $ 71,789,776 Expenses.

The Actuarial VValue of Assets incorporates portions of gains and losses over multiple years.
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VALUATION OF FUND ASSETS

HISTORICAL ASSET PERFORMANCE

The chart below shows the historical rates of return on plan assets for both Market Value of Assets and
Actuarial Value of Assets.

Market Actuarial
Value Value
First Preceding Year 13.2% 8.9%

The returns on assets shown above were calculated based on the annual return on investment for the
year, as a percentage of the average value of the assets for the year.

For purposes of determining the average value of assets during the year, the ending market value of
assets has been adjusted to net out to the portion related to the investment returns themselves. All other
cash flows are included.

For purposes of determining the annual return on investment we have adjusted the figures shown on the
preceding pages. The figures shown on the preceding pages are net of investment expenses. We have
made an additional adjustment to net out administrative expenses. Netting out administrative expenses
allows us to capture returns for the year that can be used to make benefit payments as part of the ongoing
actuarial process.

The adjustment we make is for actuarial reporting purposes only. By netting out administrative expenses
and capturing return dollars that are available to pay benefits, it provides us a comparison to the
estimated rate of return on assets, but does not provide a figure that would be consistent with the return
rates that are determined by other parties. Therefore this calculated rate of return should not be used to
analyze investment performance of the Fund or the performance of the investment professionals.
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