Motion- Dec 8 261)

AGENDA DATE:
12/8/2011

Vi D

ITEM TITLE: Motion to Accept House Bill 5088 - Municipal Compliance Report
from the Woodridge Police Pension Board for the Year Ended April 30, 2011

ITEM REVIEW:

Director of Finance
Village Administrator

ITEM HISTORY:

House Bill 5088 (Public Act # 095-0950) signed into law August 29, 2008 established the Municipal
Compliance Report that requires the Police Pension Board to report on the condition of the pension fund
to the municipal Village Board. This is the 3rd year the Compliance Report has been presented to the

Viliage Board.

ITEM DISCUSSION:

The Woodridge Police Pension Board must report on the condition of the pension fund to the Village of
Woodridge Board of Trustees before the tax levy is filed by the last Tuesday in December. The bill
allows municipalities to publish the report in its entirety in a newspaper of general circulation in the
municipality or on the municipality's website.

ACTION PROPOSED:
Accept House Bill 5088 - Municipal Compliance Report from the Woodridge Police Pension Board for the

} Year Ended April 30, 2011




VILLAGE OF WOODRIDGE, ILLINOIS
POLICE PENSION FUND

HOUSE BILL 5088 - MUNICIPAL COMPLIANCE REPORT

APRIL 30, 2011




_27W457 WARRENVILLE ROAD * WARRENUALLE, ILLINOIS 60555-3502

Lauterb aCh & Amen, LLP § PHONE (630) 393-1483 / FAX (630) 393-2516
CERTFIFED PUBLIC ACCOUNTANTS
November 22, 2011

Members of the Pension Board of Trustees
‘Woodridge Police Pension Fund
Woodridge, IL

Enclosed please find a copy of your Municipal Compliance Report for the Police Pension Fund
for the year ended April 30, 2011. We have prepared the report with the most recent information
available at our office. Should you have more current information, or notice any inaccuracies,
we are prepared to make any necessary revisions and return them to you.

The President and Secretary of the Pension Fund are required to sign the report on page 3. Ifnot
already included with the enclosed report, please also include a copy of the Pension Fund’s most
recent investment policy.

The sigoed House Bill 5088 - Municipal Compliance Report must be provided to the
Municipality before the tax levy is filed on the last Tuesday in December. We are sending the
report via email to promote an environmentally-friendly work atmosphere.

If you have any questions regarding this report please contact Matt Beran at 5 15:556.4052.

Respectfully submitted,

DTado ki mamt (P

LAUTERBACH & AMEN, LLF




VILLAGE OF WOODRIDGE, ILLINOIS
POLICE PENSION FUND

House Bill 5088 (Public Act 95-950) - Municipal Compliance Report
For the Fiscal Year Ending April 30, 2011

— re——

The Pension Board certifies to the Board of Trustees of the Village of Woodridge, Tllinois on the condition of
the Pension Fund at the end of its most recently completed fiscal year the following information:

1) The total assets of the fund and their current market value of those assets:

Current Preceding
Fiscol Year _ Fisoal Year
Total Assets 8 25505854 3 22660282
Market Value $ 25505854 $ 22,660,282

2) The estimated receipts during the next succeeding fiscal year from deductions from the salaries of
police officers and from other sources:

Estimated Receipts - Employee Contributions 3 518800
Estimated Receipts - All Other Sources
Investment Earnings 5 1976700
Municipal Contributions 3 1,306,305

3) The estimated amount required during the next succeeding fiscal year to (a) pay all pensions and other
obligations provided in Article 3 of the Illinois Pension Code, and (b) to meet the annual requirements
of the fund as provided in Sections 3-125 and 3-127:

(a) Pay all Pensions.and Other Obligations 7 $ 2312400

(b) Annual Reguirement of the Fund as Determined by:

1llinois Department of Insurance 3 _ N/A

__ Private Actuary- Timothy W. Sharpe

Recommnended Municipal Contribution S 1306305
Statutory Mupicipal Contribution § 969229
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VILLAGE OF WOODRIDGE, ILLINOIS

POLICE PENSION FUND

House Bill 5088 (Public Act 95-950) - Municipal Compliance Report

For the Fiseal Year Ending April 30, 2011

e

4) The total net income received from investment of assets along with the assumed investment return and
actual investment return received by the fund during its most recently completed fiscal year compared
to the total net income, assumed investment return, and actual investment return received during the

5)

6)

preceding fiscal year:

Net Income Received from Investment of Asssts

Assumed Investment Retum

THinois Department of Insurance

Private Actuary

Actual Investment Return

The total number of active employees who are financially contributing to the fund:

Number of Active Members

Current Preceding
_Fiscal Year Fiscal Year
§ 2817824 & 379,098

N/A 700%
1.75% 175%
11.70% 18.19%
s

The total amonnt that was disbursed in benefits during the fiscal year, including the number of and
total amount disbursed to (i) annuitants in receipt of a regular retirement pension, (ii) recipients being
paid a disability pension, and (jif) survivors and children in receipt of benefits: .

{i) Regular Retirement Pension
(if) Disability Pension
(iii) Survivors and Child Benefits

Totals

Total Amount
Numnber of ) Disbursed
27 $ 1,613,651

) 2 . .3 724
2 $ 95358
31 $ 1,788,133
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VILLAGE OF WOODRIDGE, ILLINOIS
POLICE PENSION FUND

House Bill 5088 (Public Act 95-950) - Municipal Compliance Report
For the Fiscal Year Ending April 39, 2011

——— — e

7) The funded ratio of the fund:

Current Preceding
Fiscal Year _ Fiscal Year
1llinols Department of Insurance N/A 50.79%
Private Actuary 61.60% . 5720%
8) The unfunded liability carried by the fund, along with an actuarial explanation of the unfunded
liability:
Unfunded Liability:
Tllinois Department of Insurance 3 WA
Private Actuary- Timothy W. Sharpe $ 25,504,054

The acerued lizbility is the actuarial present value of the portion of the projected benefits that has been
accrued as of the valuation date based upon the actusrial valuation method and the actuarial
assumptions employed in the valuation. The vnfunded accrued liability is the excess of the acorued
linbility over the actuarial value of assets.

9) The investmetit policy of the Pension Board under the statutory investment restrictions imposed on the-
fund.

Investment Policy - See Attached

Please see Notes Page attached

CERTIFICATION OF MUNICIPAL POLICE
PENSION FUND COMPLIANCE REPORT.

The Board of Trustees of the Pension Fund, based upon information and belief, and to the bestl of our
knowledge, hercby certify pursuant to §3-143 of the Illinois Pension Code 40 ILCS '5/3-143, that the
preceding report is frue and accurate.

-4
Adopted this__ 23 dayof Ao/, 2011

. Date 1/-23-11

President

e #
Secretary %./.) ™

. Date L it
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VILLAGE OF WOODRIDGE, ILLINOIS
POLICE PENSION FUND

House Bill 5088 (Public Act 95-950) - Municipal Compliance Report
For the Fiscal Year Ending April 30, 2011

INDEX OF ASSUMPTIONS

1) Total Assets - as Reported in the Audited Financial Statements for the Years Ended April 30, 2011
and 2010,

Market Value - Same as Above.

2) Estimated Receipts - Employee Contributions as Reported in the Audited Financial Statemoents for the
Year Ended April 36, 2011 plus 5.5% Increase (Actuarial Salary Increase Assumption) Rounded to the
Nearest $100.

Estimated Receipts - All Other Sources

Tnvestment Earnings - Cash and Equivalents and Investments as Reperted in the Audited Financial
Statements for the Year Ended April 30, 2011, times 7.75% (Actuarial Investment Return
Assumption) Rounded to the Nearest $100.

Municipal Contributions - Tax Levy Requirement as Reported by Timothy W. Sharpe Actuarial
Valuation for the Year Ended April 30, 2011,

3) (a) Pay all Pensions and Other Obligations - Total Deductions as Reported in the Audited Pinancial
Statements for the Year Ended April 30, 2011, plus a 25% Increase, Rounded to the Nearest $100.

(b) Annual Requirement of the Fund as Determined by:

Iilinois Department of Insurance - No April 30, 2011 Actuarial Valuation available at the time of
this report.

Private Actuary

Recommended Amonnt of Tax Levy as Reported by Timothy W. Sharpe in the April 30,
2011 Actuarial Valuation.

Statutorily Required Amount of Tax Levy as Reported by Timothy W. Sharpe in the April
30, 2011 Actuarial Vahuation.
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VILLAGE OF WOODRIDGE, ILLINOIS
POLICE PENSION FUND

House Bill 5088 (Public Act 95-950) - Municipal Compliance Report
For the Fiscal Year Ending April 30, 2011

INDEX OF ASSUMPTIONS - Continued

4) Net Income Received from Investment of Assets - Investment Income (Loss) net of Investment

5)

6)

Expense, as Reported in the Audited Financial Statements for the Years Ended April 30, 2011 and
2010.

Assumed Investment Return

Tlinois Depariment of Insurance - Preceding Fiscal Year Interest Rate Assumption as Reported in
the April 30, 2010 Actuarial Valuation. No April 30, 2611 Actnarial Valuation available at the
time of this report.

Private Actuary - Current and Preceding Fiscal Year Interest Rate Assumption as Reported in the
Timothy W. Sharpe, April 30, 2011 and 2010 Actuarial Valuations.

Actual Investment Retern - Net Income Received from Investments as Reporied Above as a
Percentage of the Average of the Beginning and End of Year Cash and Cash Equivalents and
Investments as Reported in the Audited Financial Statements for the Fiscal Years Ended April 30,
2011, 2010 and 2009,

Number of Active Members - Tilinois Department of Insurance Annual Statement for April 30, 2011 -
Schedule P.

(i) Regular Retirement Pension - IHlinois Department of Insurance Annual Statement for April 30,

2011 - Schedule P for Number of Participants and Expense page 1 for Total Amount Disbursed.
(ii} Disability Pension - Same as above.

(iii) Survivors and Child Benefits - Same as above.
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VILLAGE OF WOODRIDGE, ILLINOIS
POLICE PENSION FUND

House Bill 5088 (Public Act 95-950) - Municipal Compliance Report
For the Fiscal Year Ending April 30,2011

INDEX OF ASSUMPTIONS - Continuved
T) The funded ratio of the fund;
IHlinois Department of Insurance - Preceding Fiscal Year Net Present Assets as a percentage of

Total Assets as Reported in the April 30, 2010 Actuarial Valuation. No April 30, 2011 Actuarial
Valuation available at the time of this report.

Private Actuary - Current and Preceding Fiscal Year Net Present Asscts as a percentage of Total
Assets as Reported in the Timothy W. Sharpe, April 30, 2011 and 2010 Actuarial Valuations.

8) Unfunded Liability:

Tlinois Department of Insurance - Deferred Asset (Unfunded Accrued Liability) - No April 30,
2011 Actuarial Valuation available at the time of this report.

Private Actuary - Deferred Asset (Unfunded Accrued Liability) as Reported by Timothy W.
Sharpe in the April 30, 2011 Actuarial Valuation.
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- WOODRIDGE POLICE
PENSION FUND
INVESTMENT POLICY

PURPOSE AND OBJECTIVE

The invéstment of pension fands is the respornisibility of the memibers of the Board-of Trustees of
the Weodridge Police Pension Fund (Pensmn Board), The purpose of this investment: yohcy isto
indicate a censcleus, farmal effort by the Pension Board to develop, mapiement and menitor the
investment of pension funds, Tt shall be considered an fmportant means 1o cemmumcat& the
Pension Board’s.policy views on managemenr ‘of pension finds to the public, pafuclpaﬁts -and

- beneficiaries of the Woodrdge Police Pension Fund (Fund).

'I'he Penswn Board has 4 ﬁduc:axy respens:hﬂity to-dischiarge their dutws vsnth respect to {hie-
pension fand soleiy in the interest of the participants and beneficiaries as set forth in the Hlinois
Pension Code at 40 IL.CS.571-109, '

Saféty of principal is the foremostobjectiveof the Pension:Fund. Eaéhinvestment transaeth
‘shiall seck to first ensure thatlarse-capital losses 2 e th BT SEEntit
defaults:or-erosion of markef 3 le. ‘Th it edict

its Tnvestients cofisistent with constraints fraposed by fsafety ohjecw.fes cashitfow
considerations and [lineis state laws that restiict the placement of public funds.

All parhclpants in the investment: ‘process:shall seekto.act prudently-as eustodians:of pension
funds, lvestment. officials-shall aveid-any fransacfions that might reasenably impais: Fund
‘participant’s-confidence 11 thi Pension Board s ability to managé the Pund:

The assets:shall be sufficiently Hquid.to:meet the Fand’s disbursement reqmmmenis forthe
payment-ofioperating expenses and benefits: :

'RESPONITY-

Management of the investment. Plogtain is the respenmbﬂrty of the Pension Fund Board of
‘Trustees. No person miay engage'in ari westrisnt transaction.exceptas pmvidedun&extems of
this:policy established by the Pension Beard, ThePension Boatd may appoiifien
‘fnanager (as defined in 40.ILCS 571 - 101:4) to-assist i the manggeiment ofthe mv&tment

_program, Any such appointment shall be:made in-accordance with the reqmrements of Sechon I-
113.5 of the Hinois Pensior Code (A0 TLCS 571-1133%). The investment manager shiall
acknowledge, inWwriting, that it is 2 fidiciaty with téspect'to the Pension Futid. Any such written
agreeraent shall be aftached tothis  policy:

The Pension Board will meet-with the ivestment niahiager at least gqnartetly review market
conditions, review the investment pertfoim, and determine investment strategy. The Treasurerof
-the Pension Fund is responsible for ensuring that all investment transactions undertaken are
consistent-with the Fund?s investrent strategy.




PRUDENCE

Investinénts shall be made with judgmerit and care, ufider circumstances prevailing, which person
of prudenge, discretion and intelligence-exercise in the management of their own affairs, not for
speculation, but for investment, considering the primary objective of safety as wel as the
secondary-objective of the attainmient of market rates of returni, The standards of prudence to be
-used by investment officials shall be.thie “Prudent Person™and shall be applied in.the context of
managing the portfolio.

PROHIBITED TRANSACTIONS
A Fiduciaty with respect to the Fund shall not:
1.  Dialwiththe assets of the Fundin their own interests or fortheir own account.

2. Ty thejr ifidividual or other capacity actin any transaction invelving fhe Fund on ‘behalf of
a-party whose interests are-adverse do the: interests-of the Fund or fhe interests of its
paiticipatts of beneficiaties.

3.  TReceive any-consideration forthesz owm personal-account from any-party dealing with the
Fund in connection with a trazisacti

aption involving the assets of thig Fund.

tS

Thie Fund may avest in any type of investnent instrument petmitted by: Titineis Jaw, as described
in Chapter 30 of the Hlineis Compiled: Statifes, 40 ILGS. 5/1-113.1 throngh 113:4. Permitted
investment iistruments inchude, but-atenot limited to:

1. Inferest bearing direct obligations of the:Unifed States of America.

2. Tniterest bearing obligatioisto the extent-that they are fully: guaranteed or insured a3 to
payment of principal and interest by the United States-of America.

3 Interest bearing bonds, notes; debentines, or other shmilar obligations of agéiicies of the
United States of Ameno& For thie purposes.of this scetion, “Agencles of the United :
Btates of America” include: 3

a The Federal National Mortgage Association and the Student Loan Marketing
Association :

b Féderal Land Banks, Federal Tntgiuodiate Credit Banks; Fedetal Famn Credit
‘Basks, and any othier entily autttorized to issue direct debt obligations. of the L
‘Utitted States of Ametica andey the Farm Credit Aet of 1971 of amendments to I
that Act




10.

c. Federal Home Loan Banks and the Federal Home Loan Mertgage Corporation
d. Any ageney created by Act of Congress that is autherized to issue direct debt
obligations of the United States of America.

Interest bearing savings.accounts or- certificates of deposit, issued by federally chartered
banks or savings and lean associations, or by State of Hlineis chartered banks or savings
and loan associations, to the ententthat the deposits are insured. hy agencigs-or
instromentalities of the federal government.

Interest bearing bonds of the State of lilinois.

Pooled interest bearing accounts. managed by the Illmexs Publi¢ Treasurer’s Invésiment
Pool in accordance with the Deposit-of State Moneys act, interest beanng funds or pocled
accounts of the Iilinois Meuepoman Imfesanent Funds,l and mti:ICSt ‘beaning fimds or
pooled accounts-managed, operdied, . 1 by basiks; subsidiatics of banks; or
subsidiaties of bark- Holding ces in-accordansewith thislaw. of the State of Tkinois.

Triterest beating bongs:or tak snticipition watidnts of any coutify, towns iy of mimicipal

corporation-of the Statsof Hlinois.
Direet obligations. of the. State-of Israel,.
Meney Market Mistual Funds managed by iovestment. campaniﬁs-thax axc-aeglstﬁedmder

ihe Federal In._ estment: Campany Act o£ 1940: and‘ ) w of 1953.40d
pén-ef ovited that the

partf@he ef the mpney” marketutizal Hendlds ‘Timited to:

Bonds noises, ceftiffcates of thdebtedngss, tegaisury bills, of otier seeniities that.

v the Full faithi:and credit of the United States:of America as to
pnnclpal and-interest. A
b. Bohils; notes, debeniutes, or ther similar'obligations of theUdited States of

Americaor'its agencies.
. ‘Shert term obligations: of corporations erganized in’ the:United Statés with assets
xcesding $400,000,000, provided that i) the obhgatmns mafure tio:latér than 180
days:from the date:wf purchase, iy at the: time:of pu , the obligations are
rated By at least 2 standard: naaonai rgtmg services at one of their'3 highest
elassifications, and iii) the obligations the rantual fand donotgxceed
10% of the corporation’s outstandmg abhgatmns.

Separate ascounts that are managed by life insurance comipanics authorized to'transact
business in Minois and are eomprised of diversified-portfolios conswtmgof ‘common of
preférted stack, bonds or money. ‘market instriuingnts or mutzal fidds fhiaf micet the
following requirements:




11.

12

13.

‘Stated in its most reeent annial répoit on file with fhe It

a. The mutual fund must beihanaged by -an investinent company registored under the
Federal Investment Company Act of 1940 and registered under the Hlinois
Securifies Law of 1953..

b. The mutual fund must have been in operation for at least 5 years.

. The mutual fimd must have total net assets. of $250,060,000 or more.

d. The mutual fund must be comprised of a diversified portfolio of comman. or
preferred stocks, bonds, or money market instruments.

Corporate bonds, managed tirough an investmest advisor, and the tonds meet the

following requiireimesits:
a. The bonds must be rated as investment grade by one.of the two largest rating
services af the fire of purchase.

b. If subsequeritly-downgraded below investment grads; the bonds must be
liquidated from the portf within 90 days-afier being: downgraded bythe
Manager.

A pension fand with netassets of $2,500,000 or more, it may: dnvest a portion ofits net

28s6ts, nof to exceed: 45%:of thie mérket valus:of the pensio >s-net present assels as
¢parient of Ingurance,

inSeparate acconnts that are managed by life insurance c@mpaines authorized to transact

- business in Ifinois and are cempmsed of diversified portfolios-consisting of commeon-or
‘prefetred stock, botids or money market instraiments o mistual funds:that et the.

fallow:ng wquucments

a-  The muitoal find tist bé managed by an idvestiient coitipany registefed under the
Federal Investient Compauy Act of 1940 and registeted uider -the THinofs
Securities Law-of 1953..

b. “The mutual find miisthave beenih operatmn for at least 5. yeurs.

The mutual fiumd must-have total net assets of $2’51);000,ﬂ@6 of more.

The mutual fund must be comprised of a diversified portfolio: of commen or

preferred stocks, bonds; or moniey markict insfiiments.

T o

A pensmn fund with net assets:of $5,000,000 or more-and has: aygamted arvinvesiment
adviset utider Section 1-113.5, may invest in common and praferred stocks that meet the
following requirements:.

a  The'common stegks must be listed on a national secyrities exchange or board of
- trade {as defined in: thie Federal Securities Exdiange Act of 1934 and set fazth in

paragraph G of Section 3 of the Dlinois Securities Law of 1953) or quoted in the
National Association of Securitics Dealers Automated Quetation System Nafional
Market Systeni.

b. The securities must be.of a corporation in existence for at least 5 yeass.

@, The market value of siock i .any bbe corporation may not exceed 5% of the cash
and invested assets of the ‘pension fund, and the investments in the stock of any




14.

Tl O -

one corporation may not exceed 5%. of the total outstanding stock of that
corporation.

4. The straight preferred stocks or convertible preferred stocks must be issued or
guaranteed by a corporation whose common stock qualifies for investment by the
board.

In addition.to the above, if the Fund Has net assets of $10,000,000 or riiore and has

appointed an investment adviser under Sections 1-101.4 and 1-113.5, it may, through that
invesirent adviser; invest.an additional portion of its assets-in common and preferred
stocks and mutual funds that meet all of the followiirg requirements:

These stocks must meet all of the following fequirbments:

a.  The common stocks must be Hstedt on a national securities excitange ot board of
trade {as defined in the Federal Seourifies Bxchange. Act of 1934 and set forth in
paragiaph, G:of Section 3 of the Ilineis Securities Baw of 1953) or quoted in the
National Association of Secuities Pealers Automated Quetdfion System National

Market System.
b, Thesecitities niust be of a.forporation‘in existericé for af Jeast S:years.
-any on¢ chiporation mdy not exceed

¢.  The masket value of stotk in any one corporation 3:5% of the cesh
and invested asscts of the pension Amd, and the investmients in the stock of any
oti. corporation may nof exceed 5% of ihe fotel onitstanding stack. of that
torparation

4. The stwight preferred.stocks or.convestible preferred stocks rust b issued or

witakitead by 2 corpofation Whose common stock-qualifiés for investment by the

“Thege tptual finds must:meet the followitig requirements:
4. The mitisal fund mustt

arl investrient eotnpany registered under the.

b tianag 1 iestrent company 1eg
Act of 1940 and registered under the Dlinais

SeeurifiesLawof 1953,
The mutoal fld st have been in operation for at least 3 years

‘T mutnal fund must have tota] net assets of$250,000:000 or more:

The: mutual fand must be ‘cemptised of a diversified portfolio of common or
preférred stocks, bonds; or foriey fnatket istrusients. |

Thie Fund®s totaf nvestment in equity investments authorized under Sections 10, 12, 13,

14 and 15 shall siot-exceed 45% nntil Fone 30,2011, 50% effective July 1, 2011 and 55%

effective July 1, 2012:0f the market value of the:pension fund’s net present-assets stated.

fnrits iniost recent annual report o file With the Hiinois Department of Iisutange.




The Board of Trustees may register the investmients of the Fund inhie name of the Pension Fund,
in the hominee name 6f a bank or trust company authorized to conduet trust business in Minois,
or in the nomines name of the Hlinois Public Treagurer’s Investment Pool.

PERFORMANCE MEASUREMENTS

Performance will be calculated using professional standards as established by the Association for
Investment Management Research. The Pension Board shiali utilize the following benchmarks for

evaluating the Fund’s performance:

Application Benchmark

Cash Equivalents 90 - day U.S. Preasury Bills

Fixed Income B of A Merill Lyrich Treasiicy/Agency
{excludes Corporate Bonds) Madex

Coiporate BoRd BofA Mi’_&l‘_ﬁli.].,j(ﬁt%ﬁ;l—'iﬁ"l'-eai‘ Corplrate
Large Capitalizition Equitics Standard & Poor’s' 500 Stook Trdex
Mid Capitalization Bquities Standard & Popris 400 Stack Tndex
Swalt Capitalization Equities Russell 2000 Stock Index
International Equities Morean Stanley Capifal International
{includes. &veleped and emergmg EuropefAustraliafFar EastIndex
sigrkets).

The Fund maintains iis books and records in canfmmance wﬂ:h gene:ally accepted accemmng
principles. The internal contiols shall 1 as  TeVie)
Pesision Board:and an mdependentaudztor. The coiitiols shall be desxgned to- prmfcnt k;sses af
pubhc funds-arising from fraud, employee error, misrepresentation by third parties, unanticipated
s:in finaneial markets orimpthdent actions By éfiployeesand: oFfeers of the Penision

Bﬁéi—'d:

DIVERSIFICATION / STRATEGY
Fixed Incone;

The average: maturity/duration of the pertfolio will be-managed based upon the current existing.
jiterest rate énvironment. Under mostclicymstances the matunty!med duration of the
poitfolie will be maintairied atapproxnnately 5. 0 Yeats and will tarige from: 2.0 years 10 7.0
years. This type of strategy will result in increasing the maturity/uration of the: portfolio when
mtemst 1ates are rising and decreasing thie matnrity/duration ( of the portfblio if interest rates.are




declining, The investment manager may change the dutation of the portiolio as the market
conditions perrit,

The allocation guidelines, by asset class, for the fixed income mvestments are as follows:

Targst Range of
Cash, Meney Market, IPTIP accounls: 1 0%. 60— 10%
Bank Certificates of Doposit: 2 0% 0—10%
U.S. Treasury Securities: ' 10% 0—40%
U.S. Govemiment Agency Securities: 50% 0-75%
11.8. Government Agency MBS's: 0% 0-20%
Taxable Municipal Securities: 10%, 0-20%
Corpétate Borids: 30% 0-50%
Notes:
1. Eash will be mainiaingd to.manage cash flow vfthe Finid or 25 a transition asset.
2 Rank certifivtes-of deposit will only be used if market retuens, ate favorable.. They will be: used as 2
subgtitute for the Treasury. 4nd Agshicy poition of the: portfolic.
3 Undst tiormal iarket coriditions the strugtire. of the gortfolio. vl be within ‘these Timifs; however the

portfohu fhanigernay diveige fiom the-dbove suggesnonsdue to abmormal sharket conditiois,

Equities:

Oniee. the fund ieaches the eguity allocation approved by the Board and permitied by law, normal
assef allocation range for equity porifoho allocation: wmghtangs shoiild Be:

Target Range of

Allséation: Allo¢ation
U.8. Large Company Stocks 35% 0-55%
U.8. Mid-Sized Compriy-Stocks ' 1% 0-—15%
U.S. Simall €ompeny Stocks 25% 0—40%
Foreign Stocks 15% 0—25%
Real Estaté Funds: 5% 0—10%
Alternative Investments 10% 0—-15%

Portfolio allocations.shonld be tebalancedat least anfivally at the-end of the fistal year er-when
the portfolio-allocation to: equitics Hises above the Hmitestablished and. confirmed atésch boatd

meehz;g_,




COLLATERALIZATION - It is the policy of the Fund to require that all deposits in excess of
FDIC insurable Himits (applies to baik Cerfificates of Deposit) be secired by collateral inorder
to protect deposits from defauit.

1. Eligible collatéral instrumenis and collateral ratios (market value divided by deposit) are

as follows:
a.  U.S. Govemment Securities = 110%
b. Obligations of Federal Agencies = 115%
e Obligations of the State of Iinois = 115%
d. Local and Munieipal Bonds rated “A” or better by Moody's = 115%

The: Iatto ‘of fair narket value of collateral to the amotmt of funds secimed shiall be teviewed at
erly-and additional collateral: shafl be reguested whiert the ratio-declines below the level

2. Safckseping of collateral

) Third pariy safekeeping is réquired for all eollateral. To adeontplish this; the
seeutities can be held atflie following locations:

es’emw ageement o1 c&stady agreement

&) SIIl)sﬂT:utmn or exchange-of: ‘securities held in-safekeg it as ce]latetal inay oceur
without prior writtei noticeto the Treasuter pmvideéthat “the-market value of the
zeplagement securities:arcrequal to-or-greater than: the market: value of the securities
heiing replaced. The Tieasater shall be notified i wiiting withifi two-days. of all
siibstitutions.

1. Thigl party safekegping is requived for all: secuﬂn&c owned by the Fund, To accomplish
‘this, the securities shafl be hield in 7 trust department thiroigh book-ghitry at the'
Pepotitory Trust Coritpany.

2. Safekesping shall be dovumented by an approved wiitien agseinent. The ageeexient fnay
be.in-the form of a safekeeping agreement, trust agréenient; escrow agréement or custody




agreement. Fees for this service shall be mutually dgteed upon by the Pension Board and
the safekeeping bank.

ETHICS AND CGNFLICTS OF INTEREST

Any fiduciary with respect 10, thie Fund shall refrain from pefsonal business actmty that could
coriflict with the proper éxecntion:of the invéstment program, ot which could impair their ability
to.make impartial mvestment decisions.

INDEMNIFICATION

Pengion Board members, investment officers, and the Treasurer acting in accordance with this
Investreit Pehcy and sich Wnitten procedutes as have beek or ingy be-established, in reldtion
thereto, and-exercising due- dﬂ:gence, shall be relieved of persotial Hability for an individual
secuiity’s credit risk or market changes.

Otia wionthly Basis, the Treasiiver shall submit to-the Pension buard an vestinent repart which
shall describic the:portfolio in teris of investment securities, maturity, cost, transactions and:
carnings.for the current period, The Treasurer shall also: submit a.comprehensive-annual teport on
thig investment. program.and activity.

Thie Board shall schedule periodic ‘méetings for the purposes of portfolic-and investient.
perfonnance review. ‘Special meetingsmay be-called’as: needed to condﬁct the business ofthe
pension Board.

AUDIT

Thie Fund is subject to petfodicexaination by the Hlinois Department of Tnsutaiice,

DEFINITIONS

Beneficiary - person cligible for or receiving bencfits from:a pension fand.

I ry Security - securities that can be transferred from institution to institution using the
federal clectmmc wirg system, thus elinfinating the physical transfer of certificates. Records are,
mdintained on a.computer system at thé Federal Reserve.

Collatersl - the-pledging of'a security to guarantee performance of an obligation.

Commercial Paper - unseonred profmissory notes.of corporations issued for 270-days or less.




Fiduciary - person entrusted with the conteol of assets for the bebefit of othess.

Investmeiit Manager - an individual o organizafion that provides investment management
services for a fee, cither on a discretionary or nondiscrstionary basis: Under IHinois law, an
investment manager is considered a fiduciary with respect to the Fund.

Jpvestment Pool) - a short-ferm

YL, Funds (also Jmews as the Hilinois Public Treasurers’
money market fund for public funds in Dlinois.

Market Value - the present pricé of a given security.

BofA Mem!l;L mch Corporate 1:10 Year Index - benchmark index. ‘based upon publicly

s ! santifies the price and yield
AL 118, V. ,w:th jmatunfyafaﬁeasteneyearandan
‘mrtstandmg pai' vaiue ot at least $100 fillion: THe secutities cotafrising fhie indexaré rebalanced
onadafly basis,

Bof A Merrill Lyiich US Treasuiv/Ageiey: I—mslex: I'he U. S Govgmmem/Agen@y Index tracks
the: perfcttmmce ofthe-combined U.S: Tiedsary
dollar- dama, niriates U s Treasury. adU.$ Agency'Bends, msued..

rmn amoﬁar oug af <) Bﬁimi; Tor S, T
Ageniciés. Theindex iste-balanced on the last: calendar day of the monﬁx

‘Morgan Stanlvy Capital Interniational (EAFE) - ndices are based on the. shateptices of
:appmxmately “L600. camp;ama{i Tisted on stock: exchanges in the twenty:two couitries that.make.
up the MSGLNational Indices.

:R«é‘tum - the:profit-or-iterest as payrient for investment.

Russell 2000 Stock Index - is comptised of e simallest 2000 compaiesin the Russell 3000
Todex, represenﬁng approximately 11% £ the Ruissell 3000 total tharkey capitatization. The
Index was dgveloped with a base value of 135.00:as of Decensber 31, 1986.

Security  any'riots; stock, bond, cettificats of fntsrest or certificate ¢Fdepasit,

Separaté Acconinit - terth nsed of varable annibities. Because thesisk is bome by the investor in:
a varidble dnnity, the issuer may iot comriingle fands fivested i the vatizble anbuity with the

general funds of the issuer.
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Standard & Poor’s 400 Midcap Stock Index— is comprised of 400 stocks chosen for market
size, liquidity and industry group representation. Al stocks within the S & P 500 are not eligible.
for inclusion.

Standard & Poor’s-500 Stock Index - isa capitalization-weighited index of 500 stocks designed
to measure performance of the broad domestic economy throngh changes ini the aggregate market
value-of 500 stocks representing all major industries. The ‘index was developed with abase level
of 10 for the 1941-43. base petiod.

Treasury Bill - short-term debt obligation of U.S. govemment which will mature within ten
yearsat the time of original issuance. -

‘Treasury Bond - longer debt shligations of U.S. government which will mature in ten years or
longer.at the tirhe of original issuance.

Yield --perceitage measured by-taking annual interest frora s investrent dnid dividing by
cyrrent market valve..

The Bozitd shall review this Polioy periodically to ensure s effectiveicss in meeting the Pension
Firid’s-needs for safety; liguidity, rate-of seturn, and diversitication, and itsigeneral performance.
Any ghanges shall be.presesited to-the Pension Board for its approval. “Whenever this policy is
amended, the Board shall file- topy of tho fiew policy with the Tilineis Depattient of isutance

CONFLICT

Tn the event of any conflict between:this Policy and the Iitinois Compiled Statutes or case
desiions af the State.of Illineis, the Statutes and case law decisions shell govern.

PUBLIC AVAILABILITY,

FILING OF POLICY;

The Board shall fife this policy withi the Ilinois Department of TnSuratice watkin thirty (30)‘days

of its-adoption. The Board shall:make a copy of this Policy available-to the public at the main

administrative office of the Pension Fund.
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ADOPTION
&

Adopted Hy the 7%0511&85 Polies Pension Fand Board of Trustees, as-amended, on this 2&
dayof_RpPpt.

o 263 1-_:
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