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Dear Board Menbers:

I am pleased to submit my actuarial report on the financial position and
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A. PORFOSE AND SUMMARY

We have carried out an actuarial valuation of the General Assembly Retirement
System of Illinois as of June 30, 1993. The purpose of the valuation was to
determine the financial position and funding requirements of the retirement
system. This report is intended to present the results of the valuation. The
results are summarized below:

1. Total actuarial liability $ 102,500,733
2. 2Actuarial value of assets 40,673,690
3. Unfunded actuarial liability 61,827,043
4. Funded Ratio 39.7%

5. Employer FY 94 funding requirement of
normal cost plus amount required to
pay off unfunded liability over 40 years
as a level percent of payroll $ 4,121,681

6. Employer contribution requirement for FY 95
under Public Act 86-0273 $ 3,304,000

7. Actuarial present value of credited projected
benefits $ 102,500,733

B. DATA USED FOR THE VALIATTION

Participant Data. 'The participart data required to carry ocut the valuation

was supplied by the retirement system. The membership of the system as of
June 30, 1993 on which the valuation was based is summarized in Exhibit 1.
It can be seen that there were 186 active members, 230 members receiving
retirement annuities, 128 members receiving surviver's anrmities, and
3 members receiving reversionary anmiities included in the valuation. The

total active payroll as of June 30, 1993 was $8,355,851.
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Exhibit 1

of ip Da
1. Number of Menbers
(a) Active Members
(1) Vested 116
(1i) Non-vested 70
(b) Members Receiving
(i) Retirement Anmuities 230
(ii) Survivor's Annuities 128
(iii) Reversionary Anmuities 3
(c) Inactive Members 107
2. Anmual Salaries
(a) Total Salary $ 8,355,851
Average Salary $ 44,924
3. Total Accaumulated Enployee Contributions
of Active Members S 6,640,182
4. Anmual Annuity Payments
(a) Retirement Annuities $ 4,860,461
(b) Survivor's Annuities 1,078,153
(c) Reversionary Anmuities 16,644

Assets. The asset value used for the valuation was based on the asset
information contained in the statement of assets as of June 30, 1993 prepared
by the system. For purposes of the valuation, the bock value of the assets of
the system (assets valued at cost), less the amount of liabilities, was used.
The resulting actuarial value of assets was $40,673,690. The develcpment of
this value is outlined in Exhibit 2.

Exhibit 2
Actuarial Value of Assets

1. Cash $ 2,159,819
2. Receivables 485,485
3. Investments - Held in the Illinois State

Board of Investment Commingled Fund, at Cost 38,094,187
4. Equipment 17,184
S. Total Assets $ 40,756,675
6. Liabilities 82,985
7. Actuarial Value of Assets (5-6) $ 40,673,690

2
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C. RETIREMENT SYSTEM PROVISTONS

The actuarial valuation was based an the provisions of the retirement system

in effect as of June 30, 1993 as provided in Article 2 of the Illinois

Pension Code. A summary of the principal provisions of the system in effect

as of June 30, 1993 is provided in Appendix 1. Senate Bill 1650, which was

signed into law on Jamuary 25, 1993 as Public Act 87-1265, made a mumber of
changes in the benefit provisions of the system. The major benefit charnges
enacted under Public Act 87-1265 were as follows:

(1) Provides that a member does not have to pay the employer's normal cost in
order to receive credit for military service provided the payment is made
before May 1, 1994. Also provided that interest on the required
contributions shall be payable from the date of first membership in the
system rather than from the date of conclusion of military service.

(2) Provides that persons who served as officers in the 87th General Assenbly
but cannot receive the additional payment to officers may make employee
and employer contributions based on those additional payments for the

purpose of having the additicnal payments included in their highest salary
for annuity purposes.

The benefit changes enacted under Public Act 87-1265 were taken into account
in the June 30, 1993 actuarial valuation.

D. ACTUARTAT, ASSUMPTIONS AND QOST METHOD

Actuarial Assumptions
The same actuarial assumptions that were used for the June 30, 1992 actuarial

valuation were used for the June 30, 1993 actuarial valuation. These
actuarial assumptions were based on an experience analysis of the fund over

GOLDSTEIN & ASSOCIATES



the five year experience 1987-1992. The major actuarial assumptions used for
the current valuation are sumarized below:

Mortality Rates. The UP-1984 Mortality Table was used for the valuation.

Termination Rates. Termination rates based on the recent experience of the

system were used. The following termination rates were used:

Rate of
Adge Termination
20 - 54 .060
55 and aver .000

Disability Rates. Disability rates based an the recent experience of the
system as well as on published disability rate tables were used. The

following is a sample of the disability rates that were used for the

valuation:
Rate of
30 . 00057
35 .00064
40 .00083
45 .00115
50 .00170
55 and aver .00000
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Retirement Rates. Rates of retirement for each age from 55 to 70 based on the
recent experience of the system were used. The following are samples of the
rates of retirement that were used:

Rate of
Age Retirement
55 .14
60 .04
65 .04
70 1.00

The above retirement rates are equivalent to an average retirement age of

approximately 63.

Salary Increase. A salary increase assumption of 6.5% per year, campounded
anmally, was used. This 6.5% salary increase assumption can be considered to
consist of a general increase component of 5% per year, 4.5% of which is
attributable to inflation, and a seniority/merit component of 1.5% per year.

Interest Rate. An interest rate assumption of 8.0% per year, campounded

anmially, was used. This interest rate assumption can be considered to
cansist of an inflation component of 4.5% per year and a real rate of return

of 3.5% per year.

Marita) Status. It was assumed that 75% of active members will be married at
the time of retirement.

Spouse's Age. The age of the spouse was assumed to be 4 years younger than
the age of the employee.
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Actuarial Cost Method

The projected unit credit actuarial cost method was used for the June 30, 1993
valuation. Actuarial gains and losses are reflected in the unfunded actuarial
liability. This is the same actuarial cost method that was used for the June

30, 1992 valuation.

E. ACTUARTAL ILTABTYIITY

The actuarial liability as determined under the valuation for the variocus
Classes of members is summarized in Exhibit 3. The total actuarial liability
is then compared with the actuarial value of assets in order to arrive at the
unfunded actuarial liability. (The actuarial terms used in this report are
defined in Apperdix 2).

As of June 30, 1993, the total actuarial liability is $102,500,733, the
actuarial wvalue of assets is $40,673,690, and the unfunded actuarial
liability is $61,827,043. The ratio of the actuarial value of assets to the
actuarial liability, or funded ratio, is 39.7%.
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Exhibit 3
Actuarial Liability As of June 30, 1993
1. Actuarial Liability For Active Members

(a) Basic retirement anmity $ 14,126,325
(b) Anmal increase in retirement anmiity 3,748,271
(¢) Pre-retirement survivor's annuity 2,117,362
(d) Post-retirement surviver's annuity 2,466,223
(e) Withdrawal benefits 4,418,851
(f) Disability benefits 184,630
(g) Total $ 27,061,662

2. Actuarial Liability For Members Receiving Benefits

(a) Retirement anmuities $ 53,698,575
(b) Survivor annmuities (Including reversicnary) 9,176,440
(¢) Total $ 62,875,015
3. Actuarial Liability For Inactive Members S 12,564,056
4. Total Actuarial Liability $ 102,500,733
5. Actuarial Value of Assets S 40,673,690
6. Unfunded Actuarial Iiability $ 61,827,043
7. PFunded Ratio 39.7%
Impact of Benefit Changes. We have estimated that the benefit changes enacted

under Public Act 87-1265 had the impact of increasing the total actuarial
liability by $719,000.

F. EMPIOYER'S NORMAL QOST

The employer's share of the normal cost for the year beginning July 1, 1993 is
developed in Exhibit 4. For the year beginning July 1, 1993, the total) normal
cost is determined to be $2,451,253. Employee contributions are estimated to
be $960,5923. The resulting employer's share of the normal cost is

$1,490, 330.
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Based on a payroll of $8,355,851, the employer's share of the normal cost can

be expressed as 17.84% of payroll.

Exhibit 4
Employer's Normal Cost For Year Beginning July 1, 1993
Percent
Dollar Amount of Payroll

1. Basic retirement annuity $ 1,043,475 12.49%
2, Anmial increase in retirement anmity 284,056 3.40
3. Pre-retirement survivor's anmity 223,150 2.67
4, Post-retirement survivor's annuity 167,659 2.01
5. Withdrawal benefits 500,588 5.99
6. Disability benefits 18,534 .22
7. Administrative expenses 213,791 2.56

8. Total normal cost $ 2,451,253 29.34%
9. Employee contributions 960,923 11.50
10. Employer's share of normal cost $ 1,490,330 17.84

Note. The above figures are based on total active payroll of $8,355,851 as
of June 30, 1993.

G. EMPIOYFR'S FUNDING REQUTREMENT FOR YEAR BEGINNING JULY 1, 1993

Public Act 86-0273 enacted a funding plan for the system under which, starting
with Fiscal Year 1990, the State's contribution shall be increased
incrementally over a 7 year period so that by Fiscal Year 1996, the minimm
State contribution shall be an amount that, when added to other sources of
employer contribution, is sufficient to meet the normal cost and amortize the
unfunded liability over 40 years as a level percent of payroll, determined
under the projected unit credit actuarial cost method.

Thus, Public Act 86-0273 has legislated the funding requirement for the
system to be normal cost plus 40 years as a level percent of payroll
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amortization of the unfunded liability (after the campletion of the phase-in
pericd).

We have therefore determined an employer funding requirement for the year
beginning July 1, 1993 based on the normal cost plus 40 year level percent of
payroll amortization of the unfunded liability. Although the phase~-in period
Provided in Public Act 86-0273 will not be camplete until Fiscal Year 1996,
this calculation provides a measure of the required State contributions for
the year beginning July 1, 1993 under this approach in the absence of a
phase-in period.

The employer's funding requirement of normal cost plus the amount required to
amortize the unfunded liability over 40 years at a level percent of payroll is
developed in Exhibit 5. It can be seen from Exhibit 5 that for the year
beginning July 1, 1993, the employer funding requirement of normal cost plus
the amount required to amortize the unfunded liability over 40 years as a
level percent of payroll amounts to $4,121,681. Actual employer
contributions for the year are estimated to amount to $2,116,800. Thus,
employer contributions for the year are expected to fall short of meeting the
employer funding requirement determined under this basis by $2,004,881. This
deficiency in employer contributions can be expressed as 23.99% of payroll.
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Exhibit 5

Funding Requirement For Year Beginning July 1, 1993
1. Employer's share of normal cost $ 1,490,330
2. Amount required to amortize the unfunded liability
over 40 years as a level percent of payroll 2,631,351
3. Employer's total funding requirement (1+2) $ 4,121,681
4. Estimated employer contribution for the year S 2,116,800

5. Estimated amount by which employer contributions
are expected to fall short of meeting the funding

requirement (3-4) 004
H. IEVEL DOITAR EXPENSE REQUIREMENT UNDER APB OPINION NO. 8

Public Act 86~0273 provides for the amortization of the unfunded liability on
a level percent of payroll basis. Accounting Principles Board Opinion No. 8,
Accounting for the Costs of Pension Plans (APB Opinion No. 8) established
certain standards for determining an employer's anmual expense reguirement
under a pension plan. The minimm requirement for amortizing the unfunded
liability specified under APB Opinion No. 8 is a 40 year amortization period
and level dollar anmual payments. The method specified under Public Act
86-0273 results in lower annual contributions in the early years of the
annrtizationperiodarﬂhigherannualwr&dhmiorsinthelateryearsthan
the APB Opinion No. 8 method. The expense requirement under APB Opinion No. 8
for the year beginning July 1, 1993 is determined as follows:

Anmal Percent
Amount of Payroll
Employer's normal cost $ 1,490,330 17.84%
Anmual amount to amortize the unfunded 4,971,209 59.50
actuarial liability over 40 years
through level dollar payments
Total expense requirement $ 6,462,239 77.34%

10
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Based on the results of our June 30, 1992 actuarial valuation and payroll of
$8,187,350 as of June 30, 1992, we have determined the minimm pension
expense for Fiscal Year 1993 under APB Opinion No. 8 to be $5,668,411, or
69.23% of covered payroll.
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I. STATE oN FOR FISCAL, 1995-199

Public Act 86-0273 which was signed into law on August 23, 1989 enacted the
following funding plan for the system:

"Starting with the fiscal year which ends in 1990, the State's contribution
shallbeinueasedincrementallywera?yearperiodsothatbyﬂxefiscal
year which ends in 1996, the minimm contribution to be made by the State
shallbeanamuntthat,whenaddedtoothe_rsmrcaofalployer
contributions, is sufficient to meet the normal cost and amortize the unfunded
liability over 40 years as a level percentage of payroll, determined under the
projected unit credit actuarial cost method. The State contribution, as a
percentage of the applicable employee payroll, shall be increased in equal
annualincrarenlswerﬂm?yearperiodmtiltheﬁnﬁirgrequiranent
specified above is met."

Based on the June 30, 1993 actuarial valuation, we have determined the
required contributions under this plan for Fiscal Years 1995-1996. The
required contribution rates and amount are as follows:

Amortization Total Total
Fiscal Normal of Unfunded Required Assumed Required
Year Cost Liability Rate Payroll Contributions
1955 17.84% 19.82% 37.66% 8,774,000 3,304,000
1996 17.84% 32.15% 49.99% 9,212,000 4,605,000

The contribution requirements are shown on a gross basis. The regular State
appropriation requirement can be determined by adjusting for State Pension
Fund appropriations and other sources of employer contributions.

12
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'mecontrihrtimrequirementsshmmabcvehavebemdetemjnedusirgﬂie
actuarial assumptions and membership data that were used for the regular June
30, 1993 actuarial valuation. In order to determine the projected
contribution rates and amounts, the following additional assumptions and
estimates were used:

1. Total payroll of $8,774,000, for Fiscal Year 1995,

2. BAssumed increase in total payroll of 5% per year.

3. Total employer contributions of $2,116,800 for Fiscal Year 1994.

Method of Calculation

The above contribution rates were determined in the following manner:

The projected unit credit actuarial cost method was used. The difference
between the total Fiscal Year 1994 appropriation and the required normal cost
for Fiscal Year 1994 was considered to be the 1994 amortization payment, and

thispaymentwascomertedtoapercentageoftheemectedlsﬂpayroll. An
amortization schedule was then determined using the following approach:

1. The unfunded actuarial liability existing as of June 30, 1993 was
determined to be $61,827,043.

2. 2Amortization rates for Fiscal Years 1995-1996 were determined in such a
mamner that the rate for any one year would exceed the rate for the

previous year by a uniform percentage of payroll.

13
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3. The amortization rates for Fiscal Years 1996-2035 would be a uniform
percentage of payroll.

The normal cost rate calculated on the basis of the June 30, 1993 valuation
was assumed to remain unchanged for future years at 17.84% of payroll.

In the future, amortization schedules will be revised on the assumption that
the amortization will be completed by June 30, 2035, that the rates for
Fiscal Years after 1995 will be a uniform percentage of payroll, and that
1995-1996 is a phase—in period. There will be no phase—in period for changes
in normal cost.

14
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J. REQCNCIITATTON OF CHANGE TN UNFUNDED LIABTITTY

The net actuarial experience during the period July 1, 1992 to June 30, 1993
resulted in an increase in the system's unfunded actuarial liability of
$10,907,932. This increase in unfunded liability is a result of several kinds
of gains and losses as illustrated in Exhibit 6.

The employer funding requirement for the year of normal cost plus interest on
the unfunded actuarial liability amounted to $5,493,443, whereas the actual
employer contribution for the year amounted to $2,201,000. Thus, the
employer contribution for the year fell short of meeting normal cost plus
interest on the unfunded liability by $3,292,443. Had all aspects of the
system’'s experience been in line with the actuarial assumptions, the unfunded
liability would have increased by this amount.

'menetxateofinv&sunentremeanledbymeassetsofﬂlesystem,mﬂue
basis of assets valued at cost, was approximately 9.4% in camparison with the
assumed rate of investment return of 8.0%. This resulted in a decrease in the
unfunded 1liability of $526,657. Salaries increased at a rate of
approximately 7.1%, in comparison with an assumed rate of increase of 6.5% per
year, resulting in an increase in the unfunded liability of $197,758.

The changes made in the provisions of the System under Senate Bill 1650 had
the impact of increasing the unfunded actuarial liability by $719,000. During
the past year, a considerable mmber of participants transferred service
credit from reciprocating systems. We have estimated that the transfer of
such service credit increased the unfunded liability by $3,338,000.

15
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A mumber of participants retired on pension during the past year with a salary
that was considerably higher than expected. We have estimated the increase in
the unfunded liability attributable to such retirements to be $1,173,000.

The various other aspects of the system's experience, in particular, a larger
number of retirements than expected, resulted in a net increase in the
unfunded liability of $2,714,388. The aggregate financial experience of the
system resulted in an increase in the unfunded liability of $10,907,932.

16
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Exhibit 6
Reconciliation of Change in Unfunded Liability
Over the Perjcd July 1, 1992 to June 30, 1993
1. Unfunded actuarial liability as of 7/1/92 $ 50,919,111
2. Employer contribution requirement of
normal cost plus interest on the unfunded
liability for the period 7/1/92 to 6/30/93 5,493,443
3. Actual employer contribution for the year 1,00

4. Increase in unfunded liability due to
employer contributions being less than

normal cost plus interest on unfunded liability 3,292,443
5. Decrease in unfunded liability due to
investment return higher than assumed 526,657
6. Increase in unfunded liability due to salary
increases higher than assumed 197,758
7. Increase in unfunded liability due to changes
in benefits 719,000
8. Increase in unfunded liability due to transfers of
service credit from reciprocating systems 3,338,000
9. Increase in unfunded liability due to retirements
with higher salaries than expected 1,173,000
10. Increase in unfunded liability due to other
sources 2,714,388
11. Net increase in unfunded liability for the
year (4-5+6+7+8+9+10) $ 10,907,932
12. Unfunded actuarial liability as of 6/30/93 (1+11) $ 61,827,043

K. ACTUARTAT, PRESENT VAIDE OF CREDITED PROJECTED BENEFITS

Goverrmental Accounting Standards Board (GASB) Statement No. 5, entitled
Disclosure of Pension Information by Public Employee Retirement Systems and
State and Local Govermmental Employers, establishes standards of disclosure of
pension information by public employee retirement systems.

17
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GASB Statement No. S requires the disclosure of the actuarial present value of
credited projected benefits as the standardized measure of the accrued pensicn
abligation. This measure represents the discounted value of the amount of
benefits estimated to be payable in the future as a result of employee service

to date, camputed by attributing an equal benefit amount to each year of
service of the employee.

In Exhibit 7, we have shown the actuarial present value of credited projected
benefits in the format prescribed in GASB Statement No. 5. It can be seen that
the total actuarial present value of credited projected benefits of
$102,500,733 is the same as the total actuarial liability under the projected
unit credit actuarial cost method.

We have estimated that the benefit changes enacted under Public Act 87-1265
had the effect of increasing the actuarial present value of credited projected
benefits by $719,000.

Exhibit 7
Actuarial Present Value of Credited Projected Benefits
1. For members in receipt of benefits and

for inactive members $ 75,439,071
2. For current employees
Accumilated employee contributions 6,640,182
Enployer—-financed vested 12,168,754
Employer-financed non-vested 8,252,726
3. Total actuarial present value of
credited projected benefits $ 102,500,733
4. Net assets available for benefits, at cost
(Market value is $ 46,501,912) $ 40,673,690
5. Unfunded actuarial present value of
credited projected benefits $ 61,827,043
18
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L. TIWENTY YEAR PROJBECTTION OF COSTS AND LIABITITTFES

Based on the results of the June 30, 1993 valuation and using the actuarial
assumptions used for the valuation, we have projected valuation results for a
20 year period camencing with Fiscal Year 1994. Projections were done under
the following altermative bases:

Basis 1. State contributions are based on the funding requirements of
Public Act 86-0273. Rate of retwrn earned by the system assumed to be equal
to the actuarially assumed interest rate of 8% per year.

Basis 2. State contributions are based on the funding requirements of
Public Act 86-0273. Rate of return earned by the system assumed to be ecual

7% per year.
Basis 3. State contributions remain at 1994 budgeted level. Rate of return

earned by the system assumed to be equal to the actuarially assumed interest
rate of 8% per year.

Basis 4. State contributions remain at 1994 budgeted level. Rate of return
earmned by the system assumed to be equal to 7% per year.

We have also assumed that the total payroll would increase at the rate of 5%
per year. The results of ocur projections are shown in Exhibits 8 through 11.

19
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M. CERTIFICATICN

This actuarial report has been prepared in accordance with generally accepted
actuarial principles and practices and to the best of our knowledge, fairly
represents the financial condition of the General Assembly Retirement System

of Illinois as of June 30, 1993.

Respectfully submitted,

Donoll AL

Sandor Goldstein
Fellow of the Society of Actuaries
Enrolled Actuary 3402 ,

M’U%

Carl J. Smedinghoff
Associate of the Society of Actuaries
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Appendix 1
Summary of Principal Provisions
1. Participation. A person eligible for membership must participate in the
system as a condition of employment unless an "Election Not to Participate” is
filed within 24 months from the date of assuming office.

2. Menber Contributions. All members of the system are required to
contribute to the system the following percentage of their salaries:

Retirement Anmuity 8.5%
Autamatic Anmity Increase 1.0
Survivor's Annuity 2.0
Total 11.5%

3. Retirement Annuity - Eligibility. A member who has at least 8 years of
creditable service is entitled to a retirement anmuity upon attaimment of age
55. A member with at least 4 years of service but less than 8 years of
service is entitled to a retirement annuity upon attairment of age 62.

A member with at least 8 years of service who becames disabled while in
service is entitled to a retirement anmuity regardless of age.

4, Retirement Anmuity - 2Amount. The retirement anmuity is determined
according to the following formula based upon the member's final rate of
salary:

3.0% for each of the first 4 years of service, plus
3.5% for each of the next 2 years of service, plus
4.0% for each of the next 2 years of service, plus
4.5% for each of the next 4 years of service, plus
5.0% for each year of service in excess of 12

The maximm retirement annuity is 85% of the final rate of salary.

5. Automatic Increase In Retirement Armuity. (a) Anmual automatic increases
of 3% of the current amount of retirement anmuity are provided. The initial
increase is effective in the month of Jamuary or July of the year next
following the year in which the first anniversary of retirement occurs, but in
no event prior to attaiment of age 60.

(b) Beginning Jammary 1, 1990, for part1c1parrts who remain in service after
attaining 20 years of credltable service, 3% annual automatic increases begin
to accrue on Jamuary 1 next following the date the participant attains age 55
or campletes 20 years of creditable service, whichever ocours later. TFor any
person who has service credit for the entire pericd from January 15, 1969
through December 31, 1992, the increases shall accrue from age 50 instead of
age 55. However, such increases shall not become payable until Jarmary 1 next
following the first anniversary of retirement.
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6. Survivor's M - Eligibility. A surviving spouse without children is
eligible for survivor benefits at age 50 or over provided marriage to the

member had been in effect for at least 1 year immediately prior to the
member's death.

A surviving spouse with umarried eligible children of the member is ellg:lble
for a survivor's anmuity benefit at any age provided the above marriage
requ:.rements have been met. When all children are dJ.squalJ.fJ.ed because of
death, marriage or attaimment of age 18, the spouse's benefit is suspended if
mesmusemmﬂeragesomllﬂieattaumentofmdlage.

An umarried child of the member under age 180rmﬁerage22andafullt1ne
st:dmtmyquallfyforthesurvworsmtylfﬂmrelsmsurvwmgspmse
or if the spouse remarries prior to attairment of age 55 or dies.

If the member dies in service as a member, the member must have at least 2
years of service credit for survivor's ammuity eligibility. If death occurs
after termination of service but before retirement, the deceased member must
have at least 8 years of service credit for survivor's annuity eligibility.

7. Survivor's Amnuity - Amount. (a) A surviving spouse is entitled to a
survivor's annuity of 66 2/3% of the amount of retirement anmuity to which the
member was entitled on the date of death, without regard to whether the member
had attained age 55 as of the time of death, subject to a minimm payment of
10% of salary.

(b) If a surv:wmgspousehas in his or her care eligible children of the
member, the survivor's annuity shall be the greater of the following:

(1) 66 2/3% of the amount of retirement anmuity to which the member was
entitled on the date of death, or (2) 30% of the member's salary increased by
10% of salary on account of each eligible child, subject to a total payment
for the surv1v1ng spouse and children of 50% of salary. If only wmarried
children survive, each such child shall be entitled to an anmuity of 20% of
salary, subject to a maximum total payment for all children of 50% of salary.

(c) Uponthedeathofamnberaftertemnntlmofservlce, or upon the
death of an annuitant, thena:a.rm.nntctalpaymenttoasuruvmgspousearﬂ
eligible children, or eligible children alone if there is no surviving spouse,
shall be 75% oftheretlrementmtytowmchthememberoranrmnantwas
entitled.

(d) Survivor's anmuities are subject to anmual automatic increases of 3% of
the current amount of anmuity.

(e} The minimm survivor's annuity provided by the system is $300 per month.
(f) In the case of a proportiocnal survivor's annuity under the Retirement
Systems Reciprocal Act, if the amount payable by the system on January 1, 1993

is less than $300 per month, the amount shall be increased as of that date by
$2 per month for each full year elapsed since the anmuity began.

GOLDSTEIN & ASSOCIATES 26



8. Refurd of Contributions. Upon termination of service, a member is
entitled to a refurd of his total contributions without interest.

If urmarried at the time of retirement, a member is entitled to a refund of
his or her contributions for the suxrvivor's annuity.
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Appendix 2

Glossary of Terms used in Report
1. Actuarial Present Value. The value of an amount or series of amounts

payable at variocus times, determined as of a given date by the application of
a particular set of actuarial assumptions.

2. Actuarial Cost Method or Funding Method. A procedure for determining the
actuarial present value of pension plan benefits and for determining an
actuarially equivalent allocation of such value to time pericds, usually in
the form of a normal cost and an actuarial accrued liability.

3. Normal Cost. That portion of the actuarial present value of pension plan
benefits which is allocated to a valuation year by the actuarial cost method.

4. Actuarial Liability or Accrued Liability. That portion, as determined by
a particular actuarial cost method, of the actuarial present value of pension
benefits which is not provided for by future normal costs.

5. Actuarial Value of Assets. The value assigned by the actuary to the
assets of the pension plan for purposes of an actuarial valuation.

6. Unfunded Actuarial Liabjlity. The excess of the actuarial liability over
the actuarial value of assets.

7. Projected Unit Credit Actuarial Cost Method. A cost method under which
the projected benefits of each individual included in an actuarial valuation
are allocated by a consistent formila to valuation years. The actuarial
present value of benefits allocated to a valuation year is called the normal
cost. The actuarial present value of benefits allocated to all periods prior
to a valuation year is called the actuarial liability.

Under this method, the actuarial gains (losses), as they occur, generally
reduce (increase) the unfunded actuarial liability.

8. Actuarial Assumptions. Assumptions as to future events affecting pension
costs.

9. Actuarial Valuation. The determination, as of a valuation date, of the
nommal cost, actuarial liability, actuarial value of assets, and related
actuarial present values for a pension plan.
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