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CONTRIBUTION RECOMMENDATION 
 

Prior Current
Valuation Valuation

Contribution Requirement $3,404,595 $3,340,104

Expected Payroll $7,123,426 $7,374,429

Contribution Requirement as a
Percent of Expected Payroll 47.79% 45.29%

Recommended 
Contribution 

has Decreased 
$64,491 from 
Prior Year.

 
 
 
 
 
FUNDED STATUS 
 

Prior Current
Valuation Valuation

Normal Cost $1,800,173 $1,772,846

Market Value of Assets $65,751,388 $74,565,824

Actuarial Value of Assets $65,785,730 $71,789,776

Actuarial Accrued Liability $80,440,811 $85,187,861

Unfunded Actuarial Accrued 
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%

Funded 
Percentage has 
Increased 2.49 

on an 
Actuarial 

Value of Assets 
Basis.
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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 “Illinois 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. 
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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 actuarial value of assets under the funding policy is equal to the fair 
market value of assets, with unexpected gains and losses smoothed over 4 
years.  More detail on the Actuarial Value of Assets can be found in the 
funding policy section of the report. 
 
 
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).   
 

The Plan 
Assets Used in 

this Report 
are Audited. 
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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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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. 
 



 
 
 
 
 
 
 
 
 
 

 

 
 
 

VALUATION OF FUND ASSETS 
 
 

Market Value of Assets 
Actuarial Value of Assets 
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MARKET VALUE OF ASSETS 
 
Statement of Assets 

Money Market $ 1,078,120 $ 2,519,448

Fixed Income 13,345,055 26,056,060

Global Tactical Asset Allocation -              3,585,898

Insurance Contracts 14,159,140 -              

Core Real Estate and REITs -              6,543,904

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
 

Prior Current
Valuation Valuation

The Total 
Value of Assets 
has Increased 
$8,814,436 
from Prior 
Valuation.

 
 

 
Statement of Changes in Assets 
 
Total Market Value - Prior Valuation $ 65,751,388

Plus - Employer Contributions 3,842,882

Plus - Employee Contributions 696,674

Plus - Return on Investments 8,705,990

Less - Benefit and Related Payments (4,391,631)

Less - Other Expenses (39,479)

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

The Return on 
Investment on 

the Market Value 
of Assets for the 

Fund was 
Approximately  
13.2% Net of 

Administrative 
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 Value of Assets 
 
Total Market Value - Prior Valuation $ 65,751,388

Contributions 4,539,556

Benefit Payments (4,391,631)

Expected Return on Investments 4,607,775

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

Actual Total Market Value - Current Valuation 74,565,824

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

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 Return on 
the Market 

Value of Assets 
was Higher  

than Expected 
Over the Most 
Recent Year.

 
 
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 Valuation $ 74,565,824

Adjustment for Prior (Gains)/Losses

First Preceding Year $ (4,058,736) (3,044,052)
Second Preceding Year (1,505,821) (752,911)
Third Preceding Year 4,083,659 1,020,915
Fourth Preceding Year (3,512,485) -     

Total Deferred (Gain)/Loss (2,776,048)

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

Less Contributions for the Current Year and Interest -              
Less Adjustment for the Corridor -              

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

Full Amount

The Actuarial Value 
of Assets is Equal to 

the Fair Market 
Value of Assets with 

Unanticipated 
Gains/Losses 

Recognized over 4 
Years.  The Actuarial 

Value of Assets is 
Currently 96% of the 

Market Value.

 
 
 
(GAIN)/LOSS ON THE ACTUARIAL VALUE OF ASSETS 
 
Total Actuarial Value - Prior Valuation $ 65,785,730

Plus - Employer Contributions 3,842,882

Plus - Employee Contributions 696,674

Plus - Return on Investments 5,895,600

Less - Benefit and Related Payments (4,391,631)

Less - Other Expenses (39,479)

Total Actuarial Value - Current Valuation $ 71,789,776

The Return on 
Investment on 
the Actuarial 

Value of Assets 
for the Fund was 

Approximately  
8.9% Net of 

Administrative 
Expenses.

 
 
The Actuarial Value of Assets incorporates portions of gains and losses over multiple years. 
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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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