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A. PURPOSE AND SUMMARY

We have carried out an actuarial valuation of the Judges' Retirement System of Hlinots as of June
30, 2011, The purpose of the valuation was 1o determine the financial position and funding
requirements of the reiirement system.  This report is intended to present the results of the

valnation. The results are summartzed below,

I, Total actoarial liability £ 1.952.539.400
2. Agtuarial value of assets 614,590,203
3. Unfunded actuarial lability 1,337943,197
4. Funded Ratio 31.5%
3. State contribution requirement for FY 13 under

Section 5/18-131 of the [linois Pension Code 5 BR210.,00G
6. Annual required contribution for FY 13

under GASH Statement No. 25 % 125,376,793

B. DATA USED FOR THE VALUATION

Participant Data. The participant data required to carry out the valuation was supplied by the
retirement system. The membership of the system as of June 30, 2011, on which the valuation was
based, is summanzed in Exhibit 1. {t can be seen that there were 968 active members, 720
members recelving retirement annuities, and 327 members receiving survivor's annuities incmdj&d

in the valuation. The total active payroll as of June 30, 2011 was $17(0,742 985,
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Exhibit |

Summary of Membership Dats

. Number of Members
{a) Active Members

(1) Vested 633
{iiy Non-vested 338
{b) Members Receiving
{1} Retirement Annuities 720
(1) Survivor's Annuities 327
{¢) Inactive Members 16
2. Annual Salaries (Active Members)
(a) Total Salary 3 170,742,985
(b} Average Salary 176,387
3. Total Accumulated Employee Contributions
of Active Members $ 142316471
4. Annual Annuity Payments
{a} Retirement Annuities $  R4.641.998
{b) Survivor's Annuities 18,972,200

Assets. Public Act 96-0043, signed into law on July 15, 2009, provides that the actuarial value of
the system’s assets shall be used in determining the required State contribution to the system.
Public Act 96-0043 provides that the actuarial value of the system’s assets beginning June 30, 2009

15 10 be caleulated as follows:

As of June 30, 2008, the actuarial value of the system's assets shall be egual to the market value of
the assets as of that date. In determining the actuarial value of the system’s assets for fiscal YEars
after June 30, 2008, any actuarial gains or losses from investment return incunred in a fiscal year

shall be recognized in equal annual amounts over the S-year period following the fiscal year,

(S
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We have therefore determined the actuarial value of assets as of June 30, 2011 by recognmizing
60% of the unexpected loss from investment return incurred during the fiscal year ending June
30, 2009, 40% of the unexpected gain from investment retwrn incurred during the fiscal vear
ending June 30, 2010, and 20% of the unexpected gain from investment return incurred during
the fiscal vear ending June 30, 2011. The resulting actuarial value of assets as of June 30, 2011
is egual to $614,596,203. The development of this actuarial value of assets is owtlined in Exhibit

2 below, The market value of the net asseis as of June 30, 2011 amounts to $605.960.208.
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Exhibit 2

Actuarial Value of Assets

Development of Investment Gain/{ Loss) for Fiscal Year 2011

. Market Value of Assets as of 06/30/2010

. Employer Contributions (including $3,000 gift)
. Employee Contributions

. Benefits and Expenses

. Expected Market Value (Based on 7.0% assumed rate of return)

Actual Market Value
Investment Gain (Loss) (6 —-5)

Development of Actuarial Value of Assets as of 06/30/2011

14,

i3

. Market Value of Assets as of 06/30/2011

{nvestment Gain/(Loss) for Fiscal Year 2009 {166,614 ,668)

. 40% of Gain/{Loss) for Fiscal Year 2009
. Invesument Gain/(Loss) for Fiscal Year 2010 4,148.959
. 60% of Gawn/(L.oss) for Fiscal Year 2010

. Investment Gan/{Loss) for Fiscal Year 2011 69,400,621

80% of Gain/(Loss) for Fiscal Year 2011

Actuarial Vatue of Assets as of 06/3072011 (8 - 10 - 12 - 14)

(GOLDSTEIN & ASSOCIATES

523,276,152
62,699,460
16,725,191

101,993,980

536,559,587

605,960,208

69,400,621

605,960,208

(66.645.867)

2,489,375

35,520497

$. 614,596,203




€. RETIREMENT SYSTEM PROVISIONS

The actuarial valuation was based on the provisions of the retirement system in effect as of June 30,

2011 as provided in Article 18 of the Hinois Pension Code. Senate Bill 550, which was signed into

law on December 30, 2010 as Public Act 96-1490, made the following changes for persons wheo

first become participants under the retirement system on or after January |, 2011:

I

?J

St Led

For 2011, limits the highest salary for annuity purposes to $106,800. Limitations for future
years shall annually thereafier be inereased by the lesser of 3% or the annual unadjusted
percentage increase (but not less than zero) in the Consumer Price Index-U for the twelve
months ending September 30,

Provides that required contributions shall not exceed the contributions that would be due on
the highest salary for annuity purposes.

Provides that annual increase in retirernent annuities are not payabie prior to age 67.
Provides that annual increase in survivors’ annuities are not payable prior to age 67.
Suspends the retirement annuity being paid when an annuitant is emploved on a full tme
basis and becomes a member or participant of the Judges” Retirement System Article or any
other Article of the Hlinois Pension Code. Upon termination of the employment. the
retirement annuity shall resume and, i approprigte, be recalculated.

A summary of the principal provisions of the system in effect as of June 30, 2011 is provided in

Appendix 1,

D. ACTUARIAL ASSUMPTIONS AND COST METHOD

Actuarial Assumptions

Based on an experience analysis over the five-year period 2006-2010, we have made some

changes in the assumptions used for the June 30, 2011 actuarial valuation. We have changed the

mortality rate assumption for active members and pensioners from the UP-1994 Mortality Table
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for Males, rated down 2 vears 1o the UP-1994 Montality Table for Males, rated down 3 years.
We have changed the mortality assumption for survivors from the UP-1994 Maortality Table for
Females, rated down 1 year to the UP-1994 Mortality Table for Females, rated down 2 vears.
The termination rate assumption was reduced by 20% for each age. The salary increase
assumption was reduced from 5.0% per year 1o 4.0% per vear. The other actuarial assumptions
used for the June 30, 2011 actuarial valuation are the same as the actuarial assumptions that were
used for the June 30, 2010 valuation. The major actuarial assumptions wsed for the curremt

vahation are summarized helow:

Montality Rates. For active and retired members: the UP-1994 Monality Table for Males, rated

down 3 vears. For surviving spouses: the UP-1994 Mortality Table for Females, rated down 2

YEars.

Tenuination Rates. The foliowing is a sample of the termination rates that were used:

Rate of

Age Termination
30 013
35 01
440 000
45 L08

| 50 006

1 35 004
60 002
65 A0t
67 and over 00

GOLDSTEIN & ASSOCIATES



Disability Rates, The following is a sample of the disability rates that were used for the valuation:

Rate of
Age Disability
30 00057
15 00004
46 JOD0R3
43 OUtis
50 00170
55 and over L0000

Retirement Rates.  For persons who became participants prior to January 1, 2011, rates of

reurement for each age from 55 10 80 were used. The {ollowing are samples of the rates of

retitgment that were used:

Rate of
Age Retirement
53 080
60 220
65 10
70 A10
75 200
80 1.004

The above retirernent rates are equivalent to an average retirement age of approximately 62.6,
For persons who became or will become participants on or after January 1, 2011, rates of retirement

tor each age from 62 to 80 were used, The following are samples of the rates of retirement used:

Rate of
Age Retirement
62 300
63 A60
67 300
70 110
75 200
80 1.000

The above retirement rates are equivalent to an average retirement age of approximately 67.6.
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Salary Increase. A salary increase assumption of 4.0% per vear, compounded annually, was used.

This 4.0% salary increase assumption can be considered to consist of an inflation increase

component of 3.0% per year and a seniority/merit component of 1% per year,

Interest Bate. An interest rate assumption of 7.0% per year, compounded annually, was used.

Marital 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 vounger than the age of the

employee.

Actuaria) Cost Method

The projected unit credit actuarial cost method was used for the June 30, 2011 valuation. Actuarial
gains and losses are reflected in the unfunded actuarial Hability. This is the same actuarial cost

method that was used for the Juse 30, 2010 valuation.

E. ACTUARIAL LIABILITY

The actuarial liability as determined under the valuation for the various classes of members is

summarized in Exhibit 3. The total actuarial liability is then compared with the actuarial value of
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assets in order o arrive at the unfinded actuaria) linbility. (The actuarial terms used in this report

are defined in Appendix 2.)

As of June 30, 2011, the total actuarial liability is $1,952,539.400, the actuarial value of assets is
$614.596,203, and the unfunded actuarial lability is $1.337,943,197. The ratio of the actuarial

value of assets to the actuarial Hability, or funded ratio, 15 31.5%,

Actuarial Liability As of June 30, 2011

1. Actuarial Liability For Active Members

{a) Basic retirement annuity $ 446,333,592
(b} Annual increase in retirement annuity 160,010,743
{¢) Pre-retirement survivor's annuity 35,418,406
{(d) Post-retirement survivor's annuity 53,628.273
{e) Withdrawal benefits 5,353,553
() Disability benefits 1.828.530
(g) Total $ 702,573,099
2. Actuarial Liability For Members Receiving Benefits
{a) Retircment annuitics $ 1,076,051,387
(b} Survivor annuities 168,213,373
{c} Total $ 1,244,264,760
3. Actuarial Liability For Inactive Members 5,701,541
4. Total Actuarial Liability $.1,952,539.400
5. Actuarial Value of Assets 614.596.203
6. Unfunded Actuarial Liability $.1,337,943,197
7. Funded Ratio 31.5%
9
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F. EMPLOYER'S NORMAL COST

The employer's share of the normal cost for the year beginning July 1, 2011 is developed in Exhibit
4. For the vear beginning July 1, 2011, the total normal cost is determined to be $62,336.428.

Employee contributions are estimated to be $16,500,740. The resulting employer's share of the

normal cost is 345,835 688,

Based on a payroll of $170,742,985, the employer's share of the normal cost can be expressed as

20.84% of payroll.
Exhibit 4
Emplover's Normal Cost For Year Beginning July 1, 2011
Percent
Dollar Amount of Payroll
. Basic retirement annuity $ 38.710,335 22.67%
2. Annual increase in retirement annuity 13,954,595 817
3. Pre-retirement survivor's annuity 3.351,533 1.96
4. Post-retirement survivor's annuity 4,579,411 2.68
5. Withdrawal benefits 718,365 A2
6. Disability benefits 284,489 A7
7. Administrative expenses 737,700 A3
8. Total normal cost $ 62,336,428 36.50%
9. Employee contributions 16,500,740 9.66
i Emplover's share of normal cost $ 45835 688 L26.84%

Note. The above figures are based on total active payroll of $170,742,985 as of June 30, 2011,

10
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G, STATE CONTRIBUTION REQUIREMENTS

Section 5/18-131 of the Hlinois Pension Code provides for the following funding plan for the

system:

For fiscal years 2011 through 2045, the minimum Siate contribution to the system for each fiscal
vear shall be an amount determined by the system 1o be sufficient to bring the total assets of the
system up & 90% of the total actuarial hablitics by the end of fiscal year 2045, In making these
detenminations, the required State contribution shall be calculated as a level percentage of payroll
over the years through 2043, For fiscal year 2011, the total requited State contribution was
$62.377,000. For fiscal year 2012, the total required State contribution is $63,628,000. For fiscal
years 2013 through 2045, the State contribution shall be a level percent of the applicable payroll
required to bring the total assets of the system up to 90% of the total actuarial liabilities by the end

of fiscal year 20435,

Public Act 93-0002, effective April 7, 2003, authorized the sale of $10 billion in general obligation
bonds. On July I, 2003, the Judges’ Retirement System received $141,955.483 from the General
Obligation Bond (GOB) proceeds. Under the changes made 1o the funding plan by Public Act 93-
0002, the State contribution for each year shall not exceed;
1. The State contribution that would have been required had the GOB program not been in
effect, reduced by
2. The total debt service for each year for the system’s portion of GOB proceeds

Based on the results of the June 30, 2011 actuarial valuation and the provisions of Section 5/18-131

of the {llinois Pension Code, we have caleulated the required contribution for fiscal vear 2013 to be

11
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$88.210,000. We have also estimated the required contributions for the years 2014 through 2018

The required State contribution rates and amounts are as follows;

Required State Required State

Fiscal Projected Contribution as a Contribution as
Year Payroll Percent of Payroll a Dollar Amount
2013 177,006,600 49.83 88,210,000
2014 183,595.000 3042 92,571,000
2015 190,589,000 50.96 97,125,000
2016 197,763,000 5047 59,802.000
2017 205,054,000 5003 102,589,000
2018 212,527,000 50.03 106,328,000

Additional details regarding the caleulation of the required state contribution as a dotar amount for

fiscal vears 2013 and later are provided below:

Required State Contribution (in thousands)

(1 23 K3 () (5}
State Coniribution

Under Regular Max imum Actual Sate
Fiseal Funding Plan State Contribution  Amount of State Contribution Contribution
Year With GOB Without GOB Lrebt Service 23 {L.ower of 1 and 4)
2013 88210 100,330 £1,376 BR,934 28,210
2014 92,571 104,750 11,304 93,449 92,571
2013 97 125 109,394 11.224 88170 97,125
D 99 802 112 894 11,146 101,748 99,802
2047 132,589 F16.492 11,346 104,946 102 589
2018 16,328 126,738 11,926 168,812 106,328

Method of Calculation

The contribution requirements shown above have been determined using the actuarial assumptions,

membership data and benefit provisions that were used for the regular actuarial valuation.

12
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However, in order to determine the contribution requircments, certain calculations needed to be
made that are not normally required in a regular actuanial valuation. Benelit payout requirements,
normal costs, and payroll were estimated over the 34-year period from 2012 through 2045 by
projecting the membership of the system over the 34-year period, taking into account the impact of

new entrants to the system over the 34-vear period,

In order 10 make the required projections, assumptions needed to be made regarding the age and
salary distribution of new entrants as well as the size of the active membership of the system. The
assumptions regarding the profile of new entrants 1o the system was based on the recent experience
ol the system with regard to new entrants. The size of the active membership of the system was

assumed 1o remain constant over the 34-year projection petiod.

As provided in Public Act 96-0043, in projecting the actuarial value of assets for future years. we
have assumed that the rate of return on the actuarial value of assets would be 7.0% per year. In
order to estimate the State contribution that would have been required for FY 2013 and later had the
GOB program not been in effect, we first needed 10 estimate the hypothetical asset value of the
system as of June 30, 2011 if the system had not received proceeds from the GOB. We estimated

this hypothetical asset value as of June 30, 2011 to be $383,158.065.

H. ANNUAL REQUIRED CONTRIBUTION FOR GASB STATEMENT NO. 25

GASB Statement No. 25 requires the disclosure of the annual required employer contribution

(ARC), caleulated in accordance with certain parameters, Based on the results of the June 30, 2011

13
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actuarial valuation, we have therefore calculated the annual required contribution for the fiscal year
ending on June 30, 2013, In accordance with the provisions of Public Act 96-0043, in calculating
the annual required contribution, we have used the actuarial value of assets with a S-year
smoathing of the unexpecied investment loss in Fiscal Year 2009 and the unexpected investment
gains in Fiscal Year 2010 and Fiscal Year 2011, On this basis, the annual required contribution

for Fiscal Year 2013 has been determined to be as follows:

Fiscal Year 2013

1. Employer's normal cost $ 45,302,545

2. Annual amount to amortize the
unfunded liability over 30 years

as a level percent of payroll 80.274.250
3. Annual required contribution (1 + 2) §125,576.795

L RECONCILIATION OF CHANGE IN UNFUNDED LIABILITY

The net actuarial experience during the period July 1, 2010 to June 30, 2011 resulted in an increase
tn the systeny's unfunded actuarial lability of $138.421,157. This increase in unfunded Hability is a

result of several kinds of gains and losses as illustrated in Exhibit 8.

The employer funding requirement for the year of normal cost plus interest on the unfunded
actuarial liability amounted to $129,342,352, whereas the actual emplover contribution for the year
amounted to $62,694.46(. Thus, the employer contribution for the year fell short of the notmal cost

plus interest on the unfunded Hability by $66.647.892. Had all aspects of the system's experience

14
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been in line with the actuarial assumptions. the unfunded liability would bave increased by this

amount.

The net rate of investment return taken into account based on the actuarial value of assets was
approximately 2.8%, in comparison with the assumed rate of investment return of 7.0%. This
resulled in an increase in the unfunded Hability of $31,451.544. Salaries mereased at an average
rate of approximately 2.8%, in comparison with an assumed rate of 5.0%, resulting in a decrease in

the unfunded hability of $17,743,557.

The changes made in the actuanial assumptions used for the June 30, 2011 actuarial valuation
resulted in an increase in the unfunded liability of $15,622.518. The various other aspects of the
system’s experience resufted in a net increase in the unfunded Dability of $42.442,760. The
aggregate financial experience of the system resulted in an increase in the unfunded liability of

$138,421.157.

I3
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Lxhibit 5

Reconciliation of Change in Unfunded Liability
OQver the Period July 1, 2010 to June 30, 201

1. Unlunded actuarial liability as of 7/1/10 $ 1,199,522.040
2. Employer contribution requirement of

normal cost plus interest on the unfunded

liability for the period 7/1/10 10 6/30/1 1 129,342,352

3. Actual employer contribution for the vear 62,694,460

4. Increase wn unfimded hability due to
employer contributions being less than
normal cost plus interest on unfunded liability $ 66,647,892

L

Increase in unfunded lability due to investment
return lower than assumed 31,451,544

6. (Decrease) in unfunded liability due to satary
mereases Jower than assumed {17,743.557)

7. Increase in unfunded liability due to changes
in assumptions 15,622,518

8. Increase in unfunded liability due 1o other

SOUICES 42,442,760

9. Netincrease in unfunded liability for the year 138421157

10, Unfunded actuarial liability as of 6/30/11 (1 + 9) $ 1337943197
16
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J.  PROJECTION OF BENEFITS, CONTRIBUTIONS, AND LIABILITIES

Based on the resuits of the June 30, 2011 valuation and using the actuarial assumptions used for the
valuation, we have projected valuation results for a 34-year period commencing with Fiscal Year
2012 We have based State contributions on the contribution requirements in the funding plan
specified in Section 5/18-131 of the Illinois Pension Code. The results of our projections are shown

in Exhibit 7.

K. NET PENSION OBLIGATION

GASB Statement No. 27 requires governmental employers to disclose the Net Pension Obligation
(NPO), the cumulative difference between the annual pension cost and the actual employer
contribution.  We have therefore determined the Net Pension Obligation as of June 30, 2011 n
accordance with the requirements of GASB Statement No. 27, As required under GASB Statement
No. 27, our caleulations include all fiscal vears between December 15, 1986 and June 30, 2011,
For each fiscal year. an annual pension cost was determined as the annual required contribution

(ARLCY), one year's interest on the NPQ, and an adjustment to the ARC.

The results of our caleulations are summarized in Exhibit 8. As can be seen from Exhibit B, the Net

Pension Obligation as of June 30, 2011 was determined to be $470,104.091.

17
GOLDSTEIN & ASSOCIATES



01028

LGrie

{€o08)
920L8

{9961}
£oy
841
785%

(g zch

£109'is

29848

syl
G 408'7%

L50es

588

]

5¢61%

BLELS

{2¢ 0G}
2663
{0012
iy
g9éL
668

{1ze)
Zpos'L$
A88.8

(P £28°L)
LP0CTE

7615

W
e
o3
£

B'ogLs

LALARY

{96708)
L 263
{ogza)
Utr
vt
7098

fg1e)
B9IG° LS
FARRILS

{6288t}
A

g06Le

Si07

Go8Ls

9ETis

{2y 06!
SZ6%
687}
EEY
LAt
018%

(o8l
820513
968

{£96Z't)
789128

gtels

Fibg

SELLS

FOLis

{cg6r)
2888
(6557}
oy
R 1
1298

(o627}
LIPS
90798

{avsz's)
L880'23

0LiE5

L0

vials

88018

(22 %)
9e9s
{y8'92)

gk
58l
€798

{ope)
Zalyis
§'.00%

szl
09z0Ts

L0418

£i6e

OC7G DUIDUT 18R A 1BDSI4

{SUOHI Ul SIUNOWY JBHOQ i)
{BPOD LDISUB SIOUI| Bl J0 1§ 1-BL/G LUOIDAS JADUN SUCISIAGI BI UD POSER 31V SUDHRAUIUCD 31BIS)

SHLLIEYT ONY SLGENZE $S1S00 40 NOLLO3MOdd

£ Ligimx3

SALYIDOSSY % NIALSA100)

{SBAIR DUE STARDY)
SLCINGLRUOT DIBININDDY

fsosuadxy aABRSULLDY
DUE SDUNISM "SiauaR)
sasuadx 1B10] poIBwnsg

{noided 10 j0 %)
UORNGUINOD 29818

fuoidey eic ) o %)

aeyg saadoduy {0)
uenquiue) aRfodwg (gl
=0y, {e)

18671 BULIGN IBNuY

{abejuatiad papund}
Apigen euemoy papunjun

fenea [EURMDY) S18SSY

{oauDsay S8AT DRUBM]
Aupger lepemoy

€

SLNS3Y NOUYRTIYA

OB 1E10 ) DaIoady

SIBQUIBKY BAIDY JO IBNUINN

Yi¥aQ OiSve

Z

b

18



SHIVIDOSSY ¥ NIZLSATION

{S3AOBU] PUR SDANDY)
g 0Ers SrLYS L £8ES L0E% 'E97% PEZTS SUOANQUILGT DIEINLINDDY 6

{sosuadxy sARRASHADY
pLE SpUNYAYM ‘SlyAuSg)

01E2% L BETS L6828 zozzs 86643 L8918 S85US0X] [B10] PABWYST g
€005 £008) ea'os) {£0 08} {£00%) {£oos! kg 101 JO %)
r'sEes 91128 £281% £'951% 2vELS &CLLS LOUNQLAUO) JI|IS 4
{rac) {£2'G} (119} (£Z 2} 6Z 01} {86 gL} {oshed @0} §o %)
842 vz (A #4 Q7L o Ry aueyg s eiodwy (o)
£08 yaz gEZ iz a8 11 uenqIuoD sekoidig (@)
§26% 8068 $'SHS LEvs Tivs ' v6S o (8
MWQO wmﬁboz mmﬁcmﬁ. ‘m
{oosl {orgs} {8z} {z'at) {aee) {aze) {obeyusosmyg papund)
rastas vyl BE5'L$ BGG2 1S 2968418 PTOL LS Ay [PUEMNOY POpUNUN G
6 ZITES RIL5'18 LISL'ES g'966% ZiL6% £1£8% {(amieA [euenioY) S19ssY P
{4808} {oap5'1) {5 109't) {gera'L) {12zg'1} {£p16°1) {sriosTy SAA PRIISY)
TATA AN 2765238 08BE'2S P44 SELLTS LEE5'TS Aufigery jeuenpPyY ¢

SIS NOLLYMIVA

$'06v8 8'2Zrs £veEs LELES €'89ce §2228 ioiked eje) pazed g 7
966 996 956 995 996 996 SIRQUIBRN MDY JO IRGUINN '}

viva Oisve
SvOT 0¥0Z GE02 0e0¢ 5¢0¢ 0enZ

DE/Q Dutpu3 JE8 4, 120S1Y

{SuoyiN Ut SJUNCUIY 1RH0C Hiv)
{8pDD UOISUSJ SIOUIE BUS O LEL-BL/G UDIIDIRG IBPUR SUCISIAOLL SUl U PESER S/y SUDHNGUIUS) BIZIS)
SILLTIEVET ONY SLIFaN3g S1500 30 NOULDIrOHd
SIONITI 20 WELSAS INIWZEIL3Y 530000

PeNUUOD) £ 1Y

19



SAIVIDOSSY ¥ NILSAION

uIpsuURlE e Appger len sienb3 L.

AIHiEE DOPUIYUN M) 0 uoREZILGWE gored-go-tieniad-1aas) 12ak-0r B snid 1SG0 [RULIOU SE PRIBINDED

SErA UORNGHILCT pRAnDENM [eNULY BUE ' L00T 1204 12osd yiim Buluerg -Aljiqed pepUnUN SU) S0 uOnBZIDOWE juded-j0-1uediot-9aa) 1eel-Gy e smd

500 [EALION SE DIRINOIED SEM UDNNGUILG]) ponnboy Uy 8yl '900T UBRoIul 1661 SIS A 18951 104 AR PRPUNJUR B J0 LOREZRIAUR E0D-1BAS
JeA-0r 2 snid 1502 [Buoy JO JusuRanba g-gdy Bul S8 PRIEINDIED SEM UCANQIRUGY) painbay enuuy oy} 'oa6L ulinoiy 8861 S188A [BOSI3 U0y

L60'P0L OLr Z8E'85'8¢ 08 PEY'ZD ZpeeLz L0 ovL Yy ye 008’8070t Z8L'0BY G5 LL0Z
B0LGTS ey LPE808L L8605 8L LZELE5 86 LPLOOVET P¥36L0EE gir'gieen 8102
86T PP CLY GLLOEY LT 000'E86'65 GIEBLY g 958 4912 vES088'0C LB5'98€°8L 500T
£25'2100'88¢ QY REL9E 196°£46'GF 20S'9IE'E8 ELLIBLBE OSG'EIB AT QIDPELGL BOOT
LiE'BYTBPE ZEL'881 90 (0g'eez’ss ZEGGIY LE €28'vTT 9l FASL =TI 2 £99'41£8°CL L06Z
SYI 08V ECE 965'906'ZY 118 4EE'6T LOS'pPE L oiviesit ¥T6'2L8°0Z £66'/768'78 9002
B8P0 PL609T 801 '64v'EE SO0'EPDZE FAS A e 2EE'YEY' QL GE5'661°8L 09b'6Yi'IG SO0E
LEYeY 422 {(9£0'G00'POL) SBO'CET 8L} 6L0'885'72 LIBEBL G WgRsee G68°192'c9 ¥007
L0005 LES PERPSTEL £0L 0vRLE 1E6'¥89'€T Bi5GLLCL SIOEE6'ET LR0LPES £00g
€81 'SPT862 FAAVEA%: §oTd G00'Z€5'4T ZEQ'POC LG ZYEeUr' L £50'055'12 LT LY 00z
198 ELP'EOT 9687 LT 9Z6'3VE vT EBRZLY'LS 8.8'GOT 0L SEB'LLE'EL QTE' GG TY W07
BEL'6PLZrE 261°¥S8'9¢ LIS LT GLLR9T ey 6pQ'COL'6 O09CEZ 4L PCTSOT O 0002
000'S8z 61T GZY'2e6'92 912'889'81 (- AR R orTvi’s S0Z'PR0'GL GLTLEDRE 864
§25'200°881L PeS'GEY 61 TSLTB9SE 039'/8L'5¢ 109'yBL L £95°PNG"EL #29'£58'87 BB
L0 08831 Qzs'esg’ il BAEE8LCE BYTTLDIE WpLEIr'g ger'einzL BEGLZ0'OL LB6E
LZ4°818'05L SRE'BZSGE DO0'8ZL T CRA'REY'LE 08Z'e8001 FS0LEQ00 QL0 LLL S 9661
QL8R GT: 16188072 a00'sle’oL 151'¥68'ZE YO0 L0E'8 20079978 gyLIE8'7E GahL
SRO'008'E01 A9LBLE0T 000'98201 08L'GaYIE ¥OL'yEG'S rLEO6S'S 05¥'8LLLE e
G2G'08L'78 BELELE AL eossaLL 8r2 01062 LIEPBLS [E5451°8 Fa AN T 25518
L0C B9V pS PEOBOZ G G0LTS00LE PEL'08E'GZ Iee088't ree et 2eT082 9T 2861
TGTEBHG0 OdN U UORRGIALSD 1505 R JdN UOHAGIHRUDD 185},
LOISURA afiueuyn whodwg Hoisuad waunsnipy B painnban US4
N EnoY LY

20

9861 L AP STZ ON INSWS1Y1IS 85¥0 QL NOILLIGNYY L J0 31vd
ZZ ON INSWEILYIS 898D HI0NN 1102 0C SN 40 SV NOULYOITEBO NOISNId 149N 40 NOULY IO WO
WAISAS INIWIMIL 34 .63900F

EREIEVE]



L. CERTIFICATION

This actuanal 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

Judges' Retirement System of IHlinois as of June 30, 2011,

Respectfully submitted,

Soodip

Sandor Goldstein, F.5.A.
Consulting Actuary

Carl 1. Smedinghoff, A 8.A.
Associate Actuary
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Appendix |

Summary of Principal Provisions

Judges Who First Became Participants Before January 1, 2011

The following provisions apply to judges who first became panicipants before January 1, 2011:

1. Participation, Participation in the system is mandatory when a person first becomes a judge,
unless an “Election Not o Participate” is filed by the judge within 30 days of the date of notification
of this option,

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

Retirement Annuity 7.5%
Automatic Annuity Increase 1.0
Survivor's Annuity 2.5
Total 11.0%

All judges who become participants after December 31, 1992 are required to make contributions
toward the survivors annuity unless they file an election not to participate in the survivor's annuity
benefit, in which case the total participant contribution rate is 8.5% of salary.

3. Discontinuance of Contributions. A participant who becomes eligible 1o receive the maximum
rate of annuity may elect to discontinue contributions and have his or her benefits "fixed” based
upon the tinal rate of salary immediately prior to the effective date of such election. This election,
onee made, is irrevocable,

4. Election to Contribute Only on Increases in Salary. A participant who has attained age 60 and

continues 0 serve as a judge afler becoming eligible 10 receive the maximum rate of annuity and
has not elected to discontinue contributing to the system may elect 1o make contributions based
only on the amount of the increases in salary received by the judge on or after the date of the
clection.

5. Retirement Annuity - Eligibility. A judge who has at least 10 years of service may retire with
an unreduced retirement annuity upon attainment of age 60. A judge with at least 6 years of service
may retire with an unreduced retirement annuity upon attainment of age 62.

A judge with at least 10 years of service may retire upon attainment of age 33, with the amount of
the retirement annuity reduced 172 of 19 for cach month that the judge is under age 60 if the judge
has less than 28 years of service. This penalty for retirement before age 60 is reduced by 5/12 of
1% for every month of service in the System in excess of 20 years,

[
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6. Retirement Annuity - Amount.  The retirement annuily is delermined according to the
{ollowing formula based upon the final rate of salary:

- 3 1/2% for each of the first 10 years of service; plus
- 5% for each year of service in excess of 10

The maximum retirement annuity is 85% of the final rate of salary.
7. Automatic Increase In Retirgment Annuity, Annual automatic increases of 3% of the current

amount of retirement annuity are provided. The initial increase is effective in the month of January
of the vear next following the year in which the first anniversary of retirement occurs.

8. Temporary Total Disability, A member with at least 2 years of service who becomes totally
disabled and unable to perform his or her duties as a judge is entitled 10 a temporary disability
benefit equal 1w 50% of salary payable during the period of disability but not beyond the end of the
term of office.

9, Total and Permanent Disability. A member with at least 10 years of service who becomes
totally and permanently disabled while serving as a judge is eligible to commence receiving his or
her retirement annuity without reduction regardless of age.

10 Survivor's Amnuity - Paticipation and Eligibility. A married judge, an unmarried judge who
becomes a participant after December 31, 1992, or a judge who marries afler becoming a
participant is subject to the provisions relating to the survivor's annuity unless he or she files a
written notice of election not to participate in the survivor's annuity.

An active judge who is not contributing for the survivor's annuity and later marries or remarries
may receive partial credit for the survivor's annuity thereby providing a prorated benefit for his or
her spouse by contributing to the survivor's annuity benefit prospectively from the date of marriage.

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 vear immediately prior to the member's
death.

A surviving spouse with unmarried eligible children of the member is eligible for a survivor's
anmuity benefit at any age provided the above marriage requirements have been met. When all
children are disqualified because of death, marriage or attainment of age 18, or age 22 in the case of
a fullime student, the spouse's benefit is suspended if the spouse is under age 50 uniil the
attainment of such age,

Children of the member who are under age 18 or under age 22 and a full-time student or who are
over age 18 and dependent because of a physical or mental disability are eligible for survivor

benefits.  Legally adopted children are cligible for survivor benefits on the same basis as other
children.
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If the member dies in service as a judge, the member must have at least 1 1/2 years of service credit
for survivor's annuity eligibility. If death occurs after termination of service, the deceased member
must have at least 10 years of service credit for survivor's annuity ehgibility.

I'E. Survivor's Annuity - Amount. (a) Upon the death of an annuitant, his or her surviving spouse
shall be entitled to a survivor's annuity of 66 2/3% of the annuity the annuitant was receiving
immediately prior to his or her death,

(b} Upon the death of a judge while in service, the surviving spouse shall receive a survivor's
annuity of 66 2/3% of the annuity earned by the judge as of the date of death, or 7 1/2% of the
Jjudge’'s last salary, whichever is greater.

{c) Upen the death of a former judge who had terminated service with at least 10 yvears of service,
his or her surviving spouse shall be entitled t0 a survivor's annuity of 66 2/3% of the anauity earned
by the deceased member as of the date of death.

{d) Upon the death of an annuitant, a judge in service, or a former judge who had 1erminated
service with at least 10 years of service, each surviving child unmatried and under the age of 18, or
age 22 in the case of a full-time student, or disabled shall be entitled to a child's annuity in an
amount equal 10 5% of the decedent's final salary, not to exceed in total for all such children the
greater of 20% of final salary or 66 2/3% of the earned retirement annuity.

{e) Survivor's annuities are subject to annual automatic increases of 3% of the current amount of
annuity,

12. Refund of Contributions, A participant who ceases to be a judge may apply for and receive a
refund of his or her total contributions to the system, provided he or she is not then eligible 10

recelve a retirement annuity,

A participant who becomes unmarried, either before or after retirement, is entitled to a refund of
contributions made for the survivor's anntity,

Judees Wheo First Become Participants On or After January 1, 2011

The following changes to the above provisions apply to judges who first become participants on or
after January 1, 201 1:

1. The highest salary for annuity purposes is equal to the average monthly salary obtained by
dividing the participant’s total salary during the 96 consecutive months of service within the
last 120 months of service in which the total compensation was the highest by the number
of months in that period.

For 2011, the highest salary for annuity purposes 10 $106,800. Limilations for future years
shall annvally thereafter be increased by the lesser of 3% or the annual unadjusted
percentage ncrease (but not less than zero) in the Consumer Price Index-1 for the twelve
months ending September 30.

t
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3. The required contributions shall not exceed the contributions that would be due on the
highest salary for annuity purposes.

4, A participant is eligible to retire with unreduced benefits after attainment of age 67 with at
least 8 years of service credit. However, a participant may elect to retire at age 62 with al
least 8 years of service credit and receive a retirement annuity reduced by one-half of 1% for
each month that his or her age is under 67.

5. The annual retirement annuity provided is equal to 3% of the participant’s final average
salary for each vear of service. The maximum retirement annuity payable shall be 60% ot
the participant’s final average salary.

6. Auwtomatic annual increases are provided in the retirement annuity then being paid equal to
3% or the annual change in the Consumer Price Index for all Urban Consumers, whichever
is less. Such increases are payable in the January next following attainment of age 67 and in
January of each year thereatfler.

7. Automatic annual increases are provided in the survivor annuity then being paid equal to
3% or the annual change in the Consumer Price Index for all Urban Consumers. whichever
is less. Such increases are pavable on each January 1 occurring on or afier attainment of age
67.

8. The retirement annuity being paid is suspended when an annuitant accepts full tme
employment in a position covered under the Judges’ Retirement System or any other Article
of the Hlinois Pension Code. Upon termination of the employment, the retirement annuity
shall resume and, if appropriate, be recalculated.
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Appendix 2

{Hossary of Tenms used in Report

l.  Actuarial Presert Value, The value of an amount or series of amounts payable at various
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 periods, usually in the form of a normal cost and an actuarial accrued Hability.

-

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. Actuanial Value of Assets. The value assigned by the actuary 1o the assets of the pension plan
for purposes of an actuarial valuation.

6. Unfunded Actuarial Liability, 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 lormula
to valuation vears. The actuarial present value of benefits aliocated 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 oceur, generally reduce (increase) the
unfunded actuarial Hability.

8. Acluarial Assumptions, Assumptions as to future events affecting pension costs.

9, Actuarial Vaiuation. The determination, as of a valuation dale, of the normal cost. actuarial
liability, actuartal value of assets, and related actuarial present values for a pension plan.
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