ILLINOIS MUNICIPAL RETIREMENT FUND

MEETING NO. 16-11

REGULAR MEETING

OF THE

BOARD OF TRUSTEES

The Regular Meeting of the Board of Trustees was held at 9:00 a.m. November
18, 2016, in the Fund Office at 2211 York Road, Suite 400, Oak Brook,
Illinois.

Mr. Kuehne presided as Chair and called the meeting to order.
Ms. Enright called the roll:

Present: Kuehne, Miller, Stanish, Thompson, Wallace, Williams, Copper, Kuehne
Absent: None

Ms. Becker-Wold and Mr. Ryan from Callan Associates, Ms. Neill and Mr.
Marshall from Wilshire, Messrs. Murphy, Buis and Pieterse from Gabriel
Roeder Smith and Company, Ms. Vazquez from CNR Consulting and a
representative from Pensions and Investments were also present.

(16-11-01) (2016 Asset Liability Modeling Study Presentation) Ms. Neill
and Mr. Marshall presented the results of the 2016 Asset Liability Study that
they conducted.

They noted that the ultimate goal of asset allocation is to select a diversified
mix of suitable asset classes that minimizes risk for a given level of expected
return.

The following areas are key components of the Study:
I. Importance of Asset Allocation
1. Asset Liability Analysis Model Inputs
A. Capital Markets Assumptions and Constraints
B. IMRF Plan Status and Cash Flows
C. Asset Allocation Scenarios
D. Decision Factors
Economic cost
Contribution rate volatility
Shortfall probability (return target)
Funded ratio volatility
Shortfall probability (funding target)
Liquidity
Implementation

~NO U~ WNPE

Questions and discussion followed.
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(16-11-02) (2016 Asset Liability Modeling Study Recommendations)
The Chief Investment Officer reported as a result of the 2016 Asset
Liability Modeling Study, IMRF Investment Staff and Wislhire make the
following recommendations to the Board for approval:

- Maintain exposure to U.S. Equity asset class of 38%;

- Reduce exposure to International Equity asset class from 17% to 16%;

- Increase exposure to Fixed Income asset class from 27% to 29%;

- Maintain exposure to Real Estate asset class of 8%; and,

- Reduce exposure to Alternative Investments asset class from 9% to
8%.

- Authorize the adoption of a strategic asset allocation as of January
1, 2017 with the following parameters:

38% U.S. Equity

16% International Equity

29% Fixed Income

8% Real Estate

8% Alternative Investment

1% Cash

o

Oo0OO0O0O0

It was moved by Ms. Henry, seconded by Ms. Copper, to approve the above
recommendations.

Vote: Unanimous Voice Vote
Absent None

(16-11-03) (2017 Compensation Plan) The Human Resources Manager and
Mr. Pajauskas from CB1Z Benefits and Insurance Services, Inc., reviewed
the 2017 IMRF Staff Compensation Package Report with the Board.

After questions and discussion, it was moved by Mr. Miller, seconded by
Ms. Williams, to approve the following recommendations:

- Provide for staff health iInsurance coverage through the current Blue
Cross/Blue Shield HMO and PPO program, with no benefit changes, and
an increase in premiums of 2.2%.

- Add Blue Cross/Blue Shield BA HMO medical plan as an employee
option.

- Add Blue Cross/Blue Shield PPO High Deductible Health Plan as an
employee option.

- Move to MetLife High/Low PPO Dental Plan for one year.

- Continue the current split between employee-paid insurance premiums
and employer-paid insurance premiums.

- Continue to offer a Supplemental Vision Insurance Plan through our
contract with EyeMed. Participation in this plan is optional, and
is paid by the employee.

- Move to MetLife as our Life and accidental death and dismemberment
(AD&D) Insurance Provider.

- Remain with NCPERS, and offer MetLife as an additional provider of
Voluntary Life/AD&D Insurance.

- Increase all salary range midpoints by 2% for 2017.

- Increase the base salaries by 2% for employees who meet
expectations, effective January 1, 2017.

- Create a discretionary increase pool equal to 1%of the total 2016
payroll for high-performing employees.
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Vote: Unanimous Voice Vote
Absent: None

(16-11-04) (2017 Planning and Budget Document) The Executive
Director and Chief Financial Officer presented the proposed 2017 Planning
and Budget Document for approval by the Board:
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Proposed

2017 Budget

The Finance Department of the
lllinois Municipal Retirement Fund

eeeeeeeeee



o, Vet
aea ey

.

/
e LT W Y

i
"\4-.

\

b\ ‘\
\ \
\

.

\ Sk
<

: Budget PoI|C|es\ “x

2}

IMRF Strategic PIan
Summary of Strategic Plan
Asset Allocation

BUDGETARY FOUNDATION
Profile of IMRF
Leglsja@/& Update-

~-.‘_

FundTng : =
Aépproprla’ﬁons

T

Ba]’ancedﬁudgtietm’ ;‘\-.:/-'.:'
BaS|s of B’udg‘e‘ﬁﬁg*.

PTRENTR

Debt Policy = Ty
Actuarial Methods and Assumptlons

Revenue Schedules\ = el
Employer Contrlbutlon Rafe Ranges
~Budget Tlmellnxe i

Summar)/ of . IMRF\Beneﬂts

- Summary of IMR,F/DQIJ\artments and Work
Fuﬁdmg\s\atus and Fur@tﬁg}r_gg SS:
§chedu|e of Agg ,gafééF \qJ.
“"and Changes' ln/FIdUGI' o
General Gmdélmes




=
]
\\J

L.."’Ttg . 18 Oy -
{ 3

16 Estimated Actlial-Variances 48 -
2016 Adopted Budget Variances 49

> T 52
' 54
56

70
V2,
74
76
h
78

|

RY INFORMATION O _ o

---------- < ‘ Descriptions/Policies = - 81 :

New Accounting Pronouncements 5 = . 53
hning Methodology : ‘




OVERVIEW

Board of Trustees
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Tom Kuehne
Executive Trustee

Village of Arlington Heights
Jan. 1, 2013-Dec. 31, 2017
2016 Board President

Sue Stanish
Executive Trustee
Naperville Park District
Jan. 1, 2014-Dec. 31, 2018
2016 Board

Vice President

Natalie Copper
Employee Trustee
Evanston School District 65
Jan. 1, 2015-Dec. 31, 2019
2016 Board Secretary

Sharon U. Thompson
Annuitant Trustee

Lee County (formerly)

Jan. 1, 2016-Dec. 31, 2020
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Gwen Henry
Executive Trustee
DuPage County

Jan. 1, 2016-Dec. 31, 2020

David Miller
Executive Trustee

North Shore Water
Reclamation District

Jan. 1, 2015-Dec. 31, 2016

Alex Wallace, Jr.
Employee Trustee

Oswego Community Unit
School District 308

July 1, 2016 - Dec. 31, 2020

Trudy Williams

Employee Trustee

Fulton County State’s
Attorney’s Office

Jan. 1, 2016-Dec. 31, 2020
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Organization Chart
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IMRF Mission Statement, Vision, and Values

This vision and these values support IMRF’s mission statement
by providing goals and guiding principles as we develop,
implement, and administer programs for our 174,098 active
members, 118,038 benefit recipients, and 2,972 employers.

Mission Statement

To efficiently and impartially develop, implement, and administer programs that provide income protection to the members
and beneficiaries on behalf of participating employers in a prudent manner.

Vision

To provide the highest quality retirement services to our members, their beneficiaries, and employers.

Values
Guiding us to REAACH our Mission and Vision:

Respect

Recognizing the worth, uniqueness, and importance of ourselves, our coworkers, and our membership builds collaboration
and cooperation.

Empathy

Being aware of the feelings of others and how our actions affect them enables us to be responsive to the needs of our
membership.

Accountability
Accepting responsibility for our actions cultivates the trust of our coworkers, members, and employers.
Accuracy

Performing our duties in an accurate and timely manner ensures our members receive the service and benefits to which they
are entitled.

Courage

Recognizing the need for innovation and being willing to change strengthens our ability to meet future challenges and
opportunities.

Honesty

Acting in a truthful, ethical, and professional manner builds confidence with our membership and the public.
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November 1, 2016

Board of Trustees
[llinois Municipal Retirement Fund

Oak Brook, Illinois 60523-2337

The Annual Budget for the Illinois Municipal Retirement Fund (IMRF) for the fiscal year ending December 31, 2017, is attached
and submitted to the Board of Trustees. The management of IMRF is responsible for the compilation, content, and accuracy of this
document. We have addressed the defined needs and objectives of the organization, as outlined in the enclosed document. IMRF
relies on the interest earned from the Trust to fund its administrative, investment, and operating expenses.

In developing this budget, we received proposals and data from each operational department of IMRF. The objective is to continue
to properly pay benefits and provide the utmost in customer service. IMRF has faced challenges in the past and will continue to
face new challenges in the future based on the uncertain economic future. This budget reflects the organization’s ability to adapt to
uncertainty and continue to provide annuitant benefits, employers information, and outstanding service to all stakeholders.

IMREF is a solid, financially sound organization. We continue to involve a much larger segment of our workforce in the budget
preparation process at IMRF. We demand sound financial, investment, and operational decision-making by all employees and leaders.

Beyond the funds needed to operate the system day-to-day, this budget includes resources aimed at furthering a number of multi-year
organizational initiatives. These include the project to modernize IMREF’s technology systems, as well as IMRF’s ongoing effort to
better align its business process with the Baldrige Criteria for Performance Excellence.

Highlights of the 2017 Budget

Overall administrative expenses are projected to decrease by 4.8 percent from 2016 to 2017. Investment expenses are projected to
increase from 2016 to 2017 by 7.8 percent. The capital plan includes an increase of about $4.7 million over the prior year, which is
largely due to projected expenses associated with the Horizon Project to replace IMRF’s pension administration systems.

Profile of IMRF

IMREF is the administrator of an agent multiple-employer public employee retirement system, which began operations in 1941 in
order to provide retirement, death, and disability benefits to employees of local units of government in Illinois.

Members, employers, and annuitants elect eight trustees who govern IMRF. IMRF is separate and apart from the Illinois state
government and is not included in the state’s financial statements. IMRF now serves 2,972 different employers, 174,098 participating
members, 121,664 inactive members, and 118,038 benefit recipients.
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Funding

IMRF’s revenue comes from three sources: investment earnings, employer contributions, and member contributions. Per state statute,

IMRF employers are required to make actuarially required contributions to IMRF.

The IMRF Pensmn Dollar
Pensions are a shared responsibility.
Every dollar paid to IMRF retirees comes from three sources:

&Y

IMRF Investment

Earnings / Employers

Average percentages for 1982 through December 31, 2015.

The Revenues by Source section of this document presents the details of the funding for IMRF.

Investments

The Investment Department is under the direction of the Chief Investment Officer. Currently the public markets portfolio is managed
by 46 professional investment management firms, handling 60 mandates. The private markets portfolio is invested by 40 firms

including 84 separate funds. These firms make investment decisions under the prudent man rule authorized by Article 1 of the Illinois

Pension Code and by investment policy guidelines adopted by the IMRF Board of Trustees.

The Trustees employ an investment consultant to monitor and evaluate the investment management firms’ performance. Our

primary goal is to optimize the long-term total return of IMRF investments through a policy of diversification within a parameter of

prudent risk. The Fiscal Year 2017 Investment budget reflects a contractual commitment to investment consultant Callan Associates.

6,000,000,000

5,000,000,000

4,000,000,000

3,000,000,000

2,000,000,000

1,000,000,000

2012 2013 2014 2015

(1,000,000,000)
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Personnel

There are no new positions presented in the 2017 Budget Document. There are 15 vacant positions to be filled during Fiscal Year
2017. Total staffing remains the same at the 205 head count presented in the 2016 Budget.

Information Systems Development

2016
IMREF’s major 2016 system development priorities have focused on:

* Transitioning responsibility from the vendor to IMRF for enhancing and supporting the first phase of the Horizon Project to
replace our pension administration systems.

» Publishing a comprehensive Request For Proposal (RFP) for the second phase of the Horizon Project to replace our current
pension administration systems.

 Initiating a project to completely replace IMRF’s intranet.
» Implementing new firewalls and other access controls to further protect IMRF’s systems and data.

» Publishing a RFP for phase two of a project to replace our accounting and human resources administration systems.

2017
IMRF’s major 2017 system development priorities will focus on:
* Selecting a vendor and initiating the second phase of the Horizon Project.

» Re-engineering business processes to enhance customer service while also maintaining all internal control and efficiency
objectives.

» Replacing several components of our telecommunications systems to support re-engineered call center processes.
* Implementing the new IMRF intranet.

* Implementing phase two of a project to replace our accounting and human resources administration systems.

Strategic Plan

Our new Strategic Plan provides the Fund with a road map for meeting the challenges and opportunities in achieving our vision
to provide the highest quality retirement services to our members, their beneficiaries, and employers in a cost-effective manner. It
guides our efforts to continuously improve our service to our employers and members.

The 2017-2019 Strategic Plan includes elements of the Baldrige Criteria for Performance Excellence to ensure we align our
objectives, processes, and resources with our vision. Progress towards meeting our objectives is measured using the following four
key results areas on our leadership scorecard:

» Financial Health

» Customer Engagement

*  Workforce Engagement
* Operational Excellence

Our new Strategic Plan for 2017-2019 is being finalized and will be presented to the IMRF Board of Trustees at the November 2016
Board meeting.

11/18/2016 Page 268669
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llinois Performance Excellence Program

[llinois Performance Excellence (ILPEx) is a non-profit organization that seeks to help other organizations improve their performance
by embracing the Baldrige Criteria for Excellence and aligning their processes to become more efficient and sustainable. Organiza-
tions that pursue the Baldrige management framework can demonstrate through the ILPEx award application that they have adopted
proven performance practices, principles, and strategies that nurture excellence in all aspects of their operations. This can range

from customer relations, to workforce development, to specific operational and financial results. IMRF participates cyclically in the
ILPEx process and was awarded the Bronze: Commitment to Excellence in 2009 and the Silver: Progress towards Excellence in
2012 and 2014. This further validates our progress and commitment to receive valuable feedback from ILPEx examiners and judges.
Our Silver Awards affirmed IMRF’s status as a national leader in public pension administration. The comprehensive feedback report
received from ILPEx provided additional guidance regarding how we can further leverage our strengths and pursue opportunities for
improvement.

To continue IMRF’s journey towards excellence, funds are included in the 2017 budget to submit another ILPEx award application
during the 2017 award cycle. Feedback from ILPEx on the application will undoubtedly help IMRF identify additional process
improvement to enhance customer service in the future.

Defined Benefit Administration Benchmarking Analysis

Annually, IMRF participates in a benchmarking study to further identify potential process improvements. CEM Benchmarking Inc.,
conducts an annual Defined Benefit Administration Benchmarking Study for public pension systems. IMRF has participated in this
benchmarking program since 2001. This program provides insight into benefit administration costs, customer service levels, and
industry best practices. In 2016, IMRF’s service level scores ranked in the top 16 percent of the peer group of 44 North American
public pensions, while our costs were below the median. We will continue our participation in this benchmarking program in 2017.

Financial Policies

Financial policies provide the basic framework for the fiscal management of IMRF. These policies provide guidelines for the
evaluation of current activities and proposals for the future. The policies represent long established principles and practices that have
guided IMRF in the past, and lead to the financial stability of the organization today. These policies are located in the Appendix of this
document.

Performance Measures

IMREF, in an effort to provide a more informative document, is including performance measures for each operational area within
the budget.

Awards

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for Excellence in Financial Reporting
to IMRF for its Comprehensive Annual Financial Report (CAFR) for the year ended December 31, 2014. An application has been
made for the Fiscal Year 2015 CAFR presentation and notice of the award is pending. The Certificate of Achievement for Excellence
is a prestigious national award, recognizing conformance with the highest standards for preparation of state and local government
financial reports. IMRF has received a Certificate of Achievement for the last 35 consecutive years (Fiscal Years 1980-2014). IMRF
also received a Certificate of Achievement for Excellence in Financial Reporting for its Popular Annual Financial Report (PAFR) for
the year ended December 31, 2014. IMRF has received the PAFR award 13 times.

Also in 2016, IMRF received for the second straight year the Distinguished Budget Presentation Award from the Government
Finance Officers Association (GFOA). IMRF is proud of the 2017 Budget Document and its contents. We feel that it provides the
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reader pertinent information about IMRF as an organization, and makes clear the focus and direction of the organization into the
future. IMRF will continue to strive to obtain this award on an annual basis.

Acknowledgments

The production of this document reflects the combined effort of the IMRF staff under the leadership of the Board of Trustees and the
Executive Director, Louis W. Kosiba. The Finance Department, under the direction of Mark Nannini, compiled the report. We believe
this report provides complete and reliable information for making management decisions, for determining compliance with legal
provisions, and for determining responsible stewardship for the assets contributed by the members and their employers.

We hope that all users of this Budget Document will find it both informative and helpful.

The Budget Document is a culmination of a major effort by numerous staff members of IMRF as well as the Board. We would like
to especially thank the Directors, Managers, and Supervisors, Pamela Graves, Kathy Goerdt, John Krupa, David Adamski, Audrey
Brown-Ryce, Sharon Brown, and Jim Splitt for their help in preparing and assembling this document. On behalf of the management
team, we are pleased to present the Fiscal Year 2017 IMRF budget for your consideration

Respectfully submitted,

Louis W. Kosiba Mark F. Nannini
Executive Director Chief Financial Officer
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BUDGETARY STRUCTURE

Revenues By Source

T T T Ty
$ 351,089,445 $ 368,005,271 $ 351,655,861 $ 354,955,659 $ 363,900,347
923,382,825 900,476,884 913,187,396 921,432,667 914,014,449
2,001,420,871 318,562,700 2,611,038,366 2,877,598,569 2,927,738,451
19,157 464,050 256,340 254,640 256,340

3,000,000,000

2,500,000,000

Member Contributions
2,000,000,000

Employer Contributions

Investment Income
1,500,000,000

Other Income

1,000,000,000

500,000,000

2014 2015 2016 2016 2017
ACTUAL ACTUAL BUDGET ESTIMATE BUDGET
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Revenues to IMRF include member and employer contributions based on the reported wages from the nearly 174,098 active

members reported from 2,972 employers. Investment income is projected at 8 percent (gross of fees) investment return target. The
increase in “Other Income” for 2017 includes cost reimbursements for improvements made under IMRF’s lease provisions for the

Oak Brook location.

Contributions vs. Benefits Paid

YEAR

2006

2007

2008

2009

2010

2011

2012

2013

2014

2015

MEMBER AND EMPLOYER
CONTRIBUTIONS

$ 883,772,965
897,512,205
945,167,415
984,470,203

1,095,044,263
1,128,485,142
1,214,030,823
1,269,903,477
1,274,472,270

1,268,482,155

BENEFIT PAYMENTS

& REFUNDS
$ 896,300,632
960,212,783
1,029,418,261
1,105,278,532
1,210,232,111
1,317,305,714
1,423,957,664
1,540,318,362
1,666,012,340

1,794,932,867

1,750,000,000

1,500,000,000

1,250,000,000

1,000,000,000

750,000,000

500,000,000

250,000,000

MEMBER/EMPLOYER
NET CASH FLOW

$ (12,527,667)

(62,700,578)
(84,250,846)

(120,808,329)
(115,187,848)
(188,820,572)
(209,926,841)
(270,414,885)
(391,540,070)

(526,450,712)

2007 2008

. MEMBER AND EMPLOYER CONTRIBUTIONS

2011 2012

2015

BENEFIT PAYMENTS AND REFUNDS

Negative cash flow is a common feature of “mature” pension plans with a large number of retirees. Over time, IMRF investment

income fills the gap between contributions and payments/refunds.

11/18/2016
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November 2016
IMREF Strategic Plan

The Illinois Municipal Retirement Fund Board of Trustees and staff are proud to present our 2017-2019 IMRF Strategic Plan. The
Strategic Plan includes our Mission, Vision and Values; Strategic Objectives for each of our four Key Result Areas; and our formal
planning methodology.

Our Strategic Objectives challenge us to achieve top 10% performance for most Key Result Areas. These objectives are supported
by a set of Key Strategies critical to the success of our Plan. The complete list of Strategic Objectives and Key Strategies is
included in the enclosed Strategic Plan.

IMRF received an Illinois Performance Excellence Silver Award for Progress Toward Excellence in 2012, and again in 2014.
These honors not only recognized our accomplishments towards achieving organizational excellence, but also provided a
framework to continue our efforts toward fulfilling our Vision. This framework helped shape the development of our new Strategic
Plan, which aligns our objectives with the four Key Result Areas of the Fund:

* Financial Health

* Customer Engagement

»  Workforce Engagement
* Operational Excellence

Our Strategic Plan provides the Fund with a road map for meeting the challenges and opportunities in providing the highest quality
retirement services to our members, their beneficiaries, and employers. It guides our efforts to continuously improve our service to
our 2,972 employers, 174,098 participating members, 118,038 benefit recipients, and the taxpayers of Illinois.

We appreciate your interest in IMRF and welcome your feedback

/ﬁ’ig&)-?{wu-zk
Louis W. Kosiba
Executive Director
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Executive Summary

IMRF implemented a formal strategic planning process and
methodology in 2005 to ensure the IMRF Board of Trustees
and staff had a mechanism to plan for the future needs of

the Fund. This systematic process facilitates discussion and
agreement between the Board of Trustees, staff, and key
stakeholders on the appropriate direction for IMRF. Consistent
with the spirit of our continuous process improvement
program, the process was updated and improved in 2007, 2010,
2013, and again in 2016.

IMREF has a long history of implementing operational
improvements in response to the increasing needs and

demands of our stakeholders. These changes allowed the Fund
to effectively and efficiently respond to many challenges,
including new benefit programs and ever-increasing workloads.
Our success continues to be validated through the high marks
received on customer satisfaction surveys and through outside
benchmarking services.

We expanded our strategic planning process in 2010 to include
elements of the Baldrige Criteria for Performance Excellence
to ensure we align our objectives, processes, and resources
with our Vision. Our application for the 2009 Lincoln Award
for Performance Excellence (renamed Illinois Performance
Excellence {ILPEx} in 2011) was a logical extension of our
continuous process improvement program and provided a

new sense of direction for our planning process. The feedback
from our 2012 and 2014 applications was used to identify 28
key business approaches, which we evaluate and improve.
Baldrige recipient organizations often set their overarching
strategic objectives to achieve a top 10% ranking in each key
area of importance to their stakeholders. We are following that
same path.

While the measures of success that we use for our strategic
objectives may change over time, we will strive to achieve
top 10% performance for most Key Result Areas. We believe
this high level of performance is how we should benchmark
ourselves. This is consistent with our Values, and provides a

11/18/2016

means to assess progress toward realization of our Vision. Our
Strategic Objectives force us to think strategically about how
we can achieve and/or maintain excellence in each of our Key
Result Areas. They provide a target we can aspire to over the
three years of this Strategic Plan.

As a critical part of our formal 12-step planning process,

the Board of Trustees and staff completed a re-examination
and validation of our Mission, Vision, and Values in July
2016. We also completed a comprehensive overview of our
external environment, as well as an analysis of our strengths,
weaknesses, opportunities, and threats. These analyses resulted
in a list of strategic advantages, challenges, and opportunities
that helped validate our four Key Result Areas and provided a
framework for establishment of our new Strategic Objectives.

Our four Strategic Objectives provide the basis for our 2017-
2019 Strategic Plan. Staff will develop action plans, including
milestones and timelines, for the Key Strategies associated
with each of these objectives.

Strategic Objectives and Key Strategies
for 2017-2019

Our four Strategic Objectives define our approach to realize
our Vision, and as such, constitute the focus of our Strategic
Plan for 2017-2019. These four inter-related objectives address
internal and external strategic advantages, challenges and
opportunities. The objectives and corresponding strategies

are aligned with our Vision across all Key Result Areas. This
integration is critical to the success of our Strategic Plan, as
these objectives must be considered as four parts of one plan.
The Plan highlights the four Strategic Objectives. The Plan
also provides an overview of the Key Strategies designed to
support the Strategic Objectives. These Key Strategies may
change throughout the three years of the Plan, as some will be
completed or combined with another strategy. Listed on the
following pages are our four Strategic Objectives and the 21
Key Strategies we will utilize in 2017 to help us achieve those
objectives.

Page 268675
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Key Result Area: Financial Health

Strategic Objective

To achieve and maintain a funding level that sustains the Plan:
As measured by:

» Achieving stable/declining employer contribution rates

* Achieving top decile funding level on a market-value basis
relative to a universe of public pension funds

* Achieving progress toward a 100% funding goal

* Achieving or exceeding a 7.5% annual return over the long
term (over 5-, 10- and 15-year basis).

* Outperforming the total portfolio benchmark (over 3-, 5-
and 10-year basis)

Key Strategies

 Utilize portfolio construction tools and principles, including
asset liability models, portfolio optimization, cost control,
evaluation of various investment program structures, and
relevant performance measurements to increase net returns

* Educate and advocate our 100% funding principle and
maintain sound funding policy

* Ensure the collection of the actuarial required contributions
from employers

* Monitor and incorporate the impact of Tier II on employer
rates

* Monitor negative cash flow and reflect its impact in
financial reporting

Key Result Area: Customer Engagement

Strategic Objective

To foster and maintain engaged members and employers.

As measured by:

* Achieving 90% rating on member engagement survey
question “Very Likely to Promote”

» Achieving 90% rating on employer engagement survey
question “Very Likely to Promote”

Key Strategies

» Develop appropriate measures of member engagement and
improve member engagement levels through education,
communication strategy and excellent customer service

* Develop appropriate measures of employer engagement and
improve employer engagement levels through education,
communication strategy and excellent customer service

11/18/2016
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Key Result Area: Workforce Engagement
Strategic Objective
To foster and maintain an engaged workforce.

As measured by:

* Achieving top decile ranking on the Employee Engagement
Survey

» Achieving employee turnover levels below averages as
measured by CompData Surveys

Key Strategies

* Analyze the Employee Engagement Survey report and other
data to identify and implement improvements regarding
staff retention and staff engagement drivers

* Implement an approach for effective internal
communications and staff inclusion in key decisions

Key Result Area: Operational Excellence
Strategic Objective
To provide world-class customer service at a reasonable cost.

As measured by:

» Achieving top decile “Overall Service Score” ranking for
the CEM Benchmarking Survey

» Achieving top decile “American Customer Satisfaction
Index” (ACSI) ranking for the Cobalt Retirement Fund
Benchmarking Survey

» Achieving 90% “Overall Satisfaction” ratings on member
and employer “Voice of the Customer” surveys

» Achieving per-member cost at or below the median of the
CEM administrative cost measure

Key Strategies

* Implement Fund-wide formal project management tools and
practices for the Modernization Program, including resource
allocation, workforce capacity, Business Process
Re-engineering (BPR) and the Horizon Project

» Manage the Horizon Project to replace current systems to
support our customer engagement and operational
excellence objectives

* Develop an approach to monitor and manage cybersecurity
threats and issues

 Identify and implement business process re-engineering
opportunities to increase efficiencies and effectiveness

* Expand our approach to Fund-wide continuous process
improvement and innovation
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* Maintain a high-quality database of member and employer
information

* Implement an approach to ensure continuation of our
Journey of Excellence by new leadership

* Develop an approach to ensure knowledge transfer between
employees and departments

* Analyze workforce capability and provide training and
development opportunities for staff

» Develop and track measures for each Key Business Process
as part of Operational Excellence Action Plans

» Streamline Key Business Processes and develop internal
processing metrics and standards

» Research call center best practices and implement an
approach to improve operations and metrics to reach top
decile performance goal

Implementation of the Strategic Plan

Action Plans

Each Strategic Objective is assigned sponsorship by an IMRF
senior leader. These sponsors identify the appropriate employee
who will serve as the single point accountable (SPA) for each
Key Strategy associated with that objective. These SPAs are
responsible to form teams, develop high level action plans,
determine possible budget implications for each strategy, work
with their sponsor to obtain resources as needed, lead the
implementation of action plans, and provide regular updates

to leadership on the progress and status of plans. The action
plans for each key strategy are aligned with the overarching
Strategic Objective. They also provide a greater level of detail,
corresponding timelines and milestones for the actions, and
the resources required to implement the strategy. Action plans
are continually reviewed and revised to ensure the Strategic
Plan remains both relevant and responsive to the needs of the
organization and to all our key stakeholders.

Annual Operating Budget

Implementation of the action plans may require some
incremental increases in the IMRF Administrative budget. The
administration of an annual employee engagement survey, an
enhanced training program, voice of the customer surveying
tools, and additional meeting costs highlight these incremental
increases. Costs associated with the Strategic Plan will be
included in the Administrative budget.

11/18/2016

Integration of Strategic Objectives With
Leadership Scorecard and Performance
Management

There is an adage that “What gets measured gets managed.”
We apply this concept to the Strategic Plan to ensure it receives
the appropriate attention needed for successful implementation.
For each Key Result Area, measures are identified for the
Leadership Scorecard. Monthly reviews of Leadership
Scorecard measures and Action Plan updates enable leadership
to track the achievement of action plans and the effectiveness
of related key strategies.

We will update the performance goals of senior management
such that they are aligned with the Strategic Plan. Senior
management will complete this same exercise for the
management group. Performance towards completing the
Strategic Plan will play an important role in the evaluation of
the managers’ performance.

Communication Plan

The Strategic Plan is a tool that must become part of

the culture of IMRF. Therefore, we must emphasize the
communication of the Plan to our staff, Board of Trustees, and
all stakeholders. Our communication plan is simple, but will
possess a systematic approach for spreading our message.

IMREF Staff: A formal introduction of our new Plan will

be made to our staff. The full Plan is posted for review on

our Intranet. The Strategic Objectives will be highlighted in
employee meetings. All employees will be reminded of our
Vision, and gain an understanding of their role in achieving our
Strategic Objectives.

Board of Trustees: The Trustees will review and validate the
Strategic Plan as part of the 2017 Proposed Budget Document
at the November 2016 Board Meeting. We will provide
quarterly status updates to the Trustees during 2017, and will
continue to do so throughout the three-year cycle of this Plan.
Another comprehensive strategic planning process will be
completed by staff and the Board in 2019.

IMREF Stakeholders: We will include highlights of the Plan
in our Fundamentals newsletter articles and in memos to our
employers. We will also post our Plan at www.imrf.org.

Board Authorization: The IMRF Board of Trustees and
IMRF management understand, support, and adopt the IMRF
Strategic Plan for 2017-2019, as described in this document.

Thomas F. Kuehne
Board President

Louis W. Kosiba
Executive Director
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BUDGETARY STRUCTURE

Asset Allocation

Asset Allocation Summary as of June 30, 2016

MARKET VALUE ALLOCATION

Domestic Equity $ 14,143.6

International Equity

Fixed Income

Real Estate

Alternative Investments

Cash & Cash Equivalents

$ 34'702.4 100% 100%

IMRF Asset Allocation as of June 30, 2016

Real Estate

5.4% \

Fixed
Income
30.1%

International Equity _—

19.0%

11/18/2016
22 2017 IMRF PROPOSED BUDGET

Cash Equivalents

Domestic Equity
40.8%
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Profile of IMRF

IMREF is the administrator of an agent multiple-employer
public employee retirement system. The Illinois State
Legislature established IMRF in 1939. IMRF began operations
in 1941 in order to provide retirement, death, and disability
benefits to employees of local units of government in Illinois.
Members, employers, and annuitants elect eight trustees who
govern IMRF. IMREF is separate and apart from the Illinois
state government and is not included in the state’s financial
statements. IMRF now serves 2,972 different employers,
174,098 participating members, and 118,038 benefit recipients.

Employers
Participating employers 2,972 2,976

The Illinois Pension Code specifies the units of government

required to participate in IMRF and the units that may elect

to join. Participation by the following units of government is
mandatory:

* All counties except Cook,
* All school districts except Chicago and,

* All cities, villages, and incorporated towns with a population
over 5,000, other than Chicago, which do not provide Social
Security or equivalent coverage for their employees before
they reach a population of 5,000.

Other units of government with general taxing powers, such as
townships and special districts, may elect to join. Participating
instrumentalities, which include units of government without
general taxing powers and not-for-profit organizations,
associations, or cooperatives authorized by state statute, may
participate. They must meet financial stability requirements.
Units that elect to join the system may not under any
circumstances terminate their participating employer status as
long as they are in existence.

11/18/2016
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Members

(As of December 31, 2015)

118,038

Inactive members

Retirees and beneficiaries

currently receiving benefits 112,762

Terminated members entitled
to benefits but not yet 13,054 12,682
receiving them

Terminated members—

108,610 105,758
non-vested
Total inactive members 239,702 m

Active members

Non-vested 81,928 82,105

Vested 92,170 91,863

174,098
413,800

Employers must enroll employees in IMRF if the employees’

Total active members 173,968

Grand Total

405,170

positions meet the qualifications for IMRF membership. There
are some exceptions. City hospital employees and elected
officials have the option to participate. IMRF does not cover
individuals in certificated teaching positions covered by the
Ilinois Teachers’ Retirement System. Also, IMRF does not
generally cover individuals performing police or fire protection
duties for employers with local police and fire pension funds.
Certain police chiefs may choose to participate as Sheriff’s
Law Enforcement Personnel (SLEP) members.
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Legislative Update

The Illinois Pension Code determines how IMRF operates and
administers IMRF benefit plans. IMRF serves its members and
employers as a source of information about legislation that
affects the pension code and serves as an advocate to represent
the interests of members and employers to state lawmakers.

While the Illinois General Assembly is in session, IMRF
sends twice monthly Legislative Updates to the Legislative
Committee.

Eight bills that affect IMRF became law in 2016:

Public Act 99-580

This law became effective on July 15, 2016, and removes the
one-year limitation on the retroactive payment of surviving
spouse pensions.

Public Act 99-682

This law has two parts. The first part allows certain annuitants
to re-establish eligibility for a surviving spouse pension. It
also extends the provision making the second spouse eligible
for a surviving spouse pension, if the annuitant had an eligible
spouse at retirement who predeceased the annuitant, to all
current annuitants (instead of just those who retired after
March of 1992). The bill was effective as of July 29, 2016,
although the window to apply to reestablish surviving spouse
pension eligibility begins December 29, 2016.

Public Act 99-683

This law was effective on July 29, 2016, and requires all
pension systems to conduct checks at least monthly to confirm
benefit recipients are still living.

|
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Public Act 99-745

This law was effective August 5, 2016, and gives IMRF the
authority to assess employers penalties for return-to-work
violations, up to half of the annuity paid to the member during
the return-to-work period.

Public Act 99-747

This law will become effective January 1, 2017. It increases
the threshold from the current $30 to $100, above which a
member can no longer take a refund if he or she is immediately
eligible to take a pension of at least that amount.

Public Act 99-830

This law will be effective on January 1, 2017. In the provisions
applicable to IMREF, it excludes new employees of four IMRF
employers from participation: Illinois Municipal League,
Illinois Association of Park Districts, Township Officials of
Illinois, and the United Counties Council.

Public Act 99-900

This law was effective August 26, 2016. It prohibits IMRF
participation for new county board members. For current board
members, the employer must file a resolution no less than 90
days after an election of any board member certifying that the
position continues to meet the hourly standard and the member
must submit monthly logs of time worked to the employer.

Public Act 99-646

This law was effective on July 28, 2016. It requires the
governing bodies of IMRF employers to approve certain
payments to members before they can be paid to the member.
This bill does not affect IMRF directly, as it does not amend
the Pension Code.

IMRF NOW SERVES 2,972 DIFFERENT
EMPLOYERS, 174,098 PARTICIPATING
MEMBERS, AND 118,038 BENEFIT

RECIPIENTS.
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Funding

IMRF’s actuary uses a five-year smoothed market-related value
with a 20 percent corridor to determine the actuarial value of
assets. The smoothing is intended to prevent extreme volatility
in employer contribution rates due to short-term fluctuations in
the investment markets. For the December 31, 2015, valuation,
the aggregate actuarial value of assets was $34.9 billion. The
aggregate actuarial liability for all IMRF employers was $39.5
billion. The aggregate actuarial funding ratio is currently 88.4
percent (an increase from the 2014 ratio of 87.3 percent).

This takes into account the five-year smoothing of investment
returns utilized by the actuary. If the market value of assets is
used (i.e., no actuarial smoothing), the aggregate funding ratio
is 87.4 percent as of December 31, 2015, a decrease from 93.1
percent as of December 31, 2014. The reason for the decrease
in the net market funding ratio is the 0.20 percent return. As

of December 31, 2015, IMRF’s market-based funding value
change was lower than the actuarial funding value since there
were $452.1 million of unrecognized investments losses, which
will be reflected in the 2016 through 2020 period in keeping
with the five-year smoothing technique discussed previously.
The preceding ratios are for the Fund as a whole. Under the
Illinois Pension Code, each employer funds the pensions for its
own employees. Funding ratios for individual employers and
individual plans vary widely. IMRF members can look with

a sense of security to the net asset base since these assets are
irrevocably committed to the payment of their pensions when
they retire. The actuary has determined that the present net asset
base, expected future contributions, and investment earnings
thereon are sufficient to provide for full payment of future
benefits under the level payroll percentage method of funding.
The funding policy was last reviewed by the IMRF Board of
Trustees in December 2012 and new mortality tables were
adopted by the IMRF Board of Trustees in December 2014.

11/18/2016
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Appropriations

IMRF has no funds that are subject to legislative appropriation
by the Illinois Legislature.

The assets and liabilities of each employer remain with that
employer until a member retires. The assets of one employer
cannot be used to pay the liabilities of another employer.
The assets are combined for investment and administrative
purposes, but maintained separately for accounting purposes.

Balanced Budget

IMRF does not employ governmental fund accounting when
preparing the annual budget. IMRF does not operate under a
balanced budget approach and pays the costs of administering
the plan from investment income. The Board of Trustees

sets and monitors spending levels each fiscal year, as well as
approves IMRF’s annual budget.

Basis of Budgeting

The financial statements are prepared on an accrual basis in
accordance with Generally Accepted Accounting Principles
(GAAP). Employer and member contributions are recognized in
the period in which the member provides service. Benefits and
refunds are recognized when due, and payable in accordance
with the terms of the plan.

IMRF prepares its budget using the accrual basis of accounting.
It recognizes member and employer contributions as revenues
in the month member earnings are received in accordance

with the provisions of the Illinois Pension Code. Benefits and
refunds are recognized as an expense when payable. Expenses
are recorded when the corresponding liabilities are incurred
regardless of when payment is made.
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Budget Policies

* A one-year budget is presented each year to the Board of
Trustees for approval.

* The budget should focus on implementing the current
Strategic Plan.

 Fiscal prudence should be tempered by the need to
successfully and effectively implement current programs and
initiatives.

» Capital projects not started or completed in the current year

need to be resubmitted in the next year’s budget, and will be
subject to reprioritization and possible elimination.

* Reallocation of expenditures is permissible with the approval
of the Chief Financial Officer.

*  Amendments to the budget need to be approved by the Board
of Trustees.

Debt Policy

IMREF carries no current debt obligations or issuances of any
type, and does not anticipate incurring debt in the near future.
IMREF’s current Board does not allow for the issuance of

any debt nor is the issuance of debt supported by the Illinois
Pension Code.

"
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Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based
on the substantive plan (the plan as understood by the employer
and the plan members) and include the types of benefits provided
at the time of each valuation and the historical pattern of sharing
of benefit costs between the employer and plan member to that
point. The actuarial methods and assumptions used include
techniques that are designed to reduce the effects of short-term
volatility in actuarial accrued liabilities consistent with the long-
term perspective of the calculations.

In the December 31, 2015, actuarial valuation, the individual
entry age actuarial cost method was used. The actuarial
assumptions included a 7.5 percent investment rate of return
which is based upon the employer’s assumed return on its assets,
reduced by decrements to an ultimate rate of 4 percent after nine
years. Both rates include a 3.5 percent inflation assumption. The
unfunded actuarial accrued liability is being amortized as a level
percentage of projected payrolls over a closed 26-year period.

IMRF BEGAN OPERATIONS IN 1941 TO
PROVIDE RETIREMENT, DEATH, AND
DISABILITY BENEFITS TO EMPLOYEES
OF LOCAL UNITS OF GOVERNMENT

IN ILLINOIS.

11/18/2016
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BUDGETARY FOUNDATION

Revenue Schedules

IMRF employers are required by law to make contributions on a monthly basis to support IMRF benefits. IMRF employers have a
long history of commitment to remitting the required contributions.

If an employer fails to make the required contributions, IMRF has the statutory authority to enforce payment. IMRF can intercept
funds due an employer from the State Comptroller or real estate taxes due an employer from the County Treasurer.

S T T T T
$ 351,089,445 368,005,271 $ 351,655,861 354,955,659 | $ 363,900,347
923,382,825 900,476,884 913,187,396 921,432,667 914,014,449
2,001,420,871 318,562,7000 2,611,038,366 2,877,598,569 2,927,738,451
19,157 464,050 256,340 254,640 256,340

3,000,000,000

=2,500,000,000

Member Contributions
2,000,000,000

Employer Contributions

Investment Income
1,500,000,000

Other Income
1,000,000,000
500,000,000
2014 2015 2016 2016 2017
ACTUAL ACTUAL BUDGET  ESTIMATE BUDGET
11/18/2016 Page 268684
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Employer Contribution Rate Ranges

Expressed as a percentage of payroll

PERCENTAGE OF PAYROLL EI:/I':’(I:.T)NY-II-E:: RE:LT;“AR SLEP PLAN ECO PLAN TOTAL
0.00% - 4.99% 5.1% 164 4 1 169
5.00% - 9.99% 27.9% 917 6 0 923
10.00% - 14.99% 51.2% 1,588 103 2 1,693
15.00% - 19.99% 9.5% 251 51 10 312
20.00% -24.99% 3.2% 71 31 3 105
25.00% - 29.99% 1.0% 19 12 2 33
30.00% and Above 2.1%

*Differs from total number of participating employers because some employers participate in multiple IMRF pension plans.

Annual Contribution Rates

2.1%
1.0 %

3.2% 5.1%

Percentage of Payroll

0.00% - 4.99%
5.00% - 9.99%
10.00% - 14.99%
15.00% - 19.99%
20.00% -24.99%

25.00% - 29.99%

30.00% and Above
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2017 Budget Timeline

lllinois Municipal Retirement Fund

2017 Administrative Expenses, Direct Investment Expenses, and Capital Budget Schedule

DUE DATE ITEM

8/12/16 Budget assumptions finalized by Executive Director

Finance department presents Budget 101 workshops for IMRF

8/18/16 and 8/22/16 staff

Identification of 2016 projects that will be carried over into

9/01/16 2017

Finance department reviews department budgets with

SUble SRl S respective departments

Executive Director reviews department-proposed 2017 projects
9/21/16 through 9/26/16 and budgets, overall budget with comparisons to prior year
actual amounts, current year estimates, and prior year budget

Finance and Communications prepare new Budget Document

9/28/16 through 10/24/16 A,

Final review of proposed 2017 projects and Budget Document

11/01/16 by Directors
11/10/16 Distribution of proposed 2017 projects and Budget Document to
Board of Trustees
11/18/16 Presentation of Compensation Report and Health Insurance
Report to Board of Trustees
11/18/16 Presentation of proposed 2017 projects and Budget Document to
the Board of Trustees
11/18/2016 Page 268686
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Summary of IMRF Benefits

This is a brief plan description of IMRF benefits. Additional conditions and restrictions may apply. A complete description is found

in Article 7 of the Illinois Pension Code.

General

IMREF serves 2,972 employers including cities, villages,
counties, school districts, townships, and various special
districts, such as parks, forest preserves, and sanitary districts.
Each employer contributes to separate accounts to provide
future retirement benefits for its own employees.

Employees of these employers are required to participate if
they work in an IMRF-qualified position. An IMRF-qualified
position is one that is expected to equal or exceed the
employer’s annual hourly standard; the standard is either 600
or 1,000 hours a year.

IMREF has three benefit plans. The vast majority of IMRF
members participate in the Regular plan (RP). The Sheriff’s
Law Enforcement Personnel (SLEP) plan is for sheriffs, deputy
sheriffs, and selected police chiefs. Forest preserve districts
may adopt the SLEP plan for their law enforcement personnel.
Counties could adopt the Elected County Official (ECO) plan
for their elected officials prior to August 8, 2011. The ECO
plan was closed to new participants after that date. After a
county adopted the ECO plan, participation was optional for
the elected officials of that county.

All three IMRF benefit plans have two tiers. Tier 2 benefits are
lower than Tier 1, and cost about 40 percent less to provide.
All IMRF members initially hired on or after January 1, 2011,
are in Tier 2.

Both the member and the employer contribute toward
retirement benefits. Members contribute a percentage of their
salary, as established by the Pension Code. The percentage
depends on the plan in which the member participates.
Regular members contribute 4.5 percent; SLEP and ECO
members contribute 7.5 percent. Members also have the
option of making voluntary after-tax contributions up to

10 percent of their salary. Employer contribution rates are
actuarially calculated annually for each employer. (Beginning
in 2010, employers were given the option to select a
contribution rate less than the actuarial required contribution
rate if the current year’s actuarial required contribution rate
was more than 10 percent higher than the prior year’s rate.)
Employers pay most of the cost for member and survivor
pensions and all of the cost for supplemental retirement,
death, and disability benefits. All contributions are pooled for

11/18/2016

investment purposes. Since 1982, investment returns account
for 62 percent of IMRF’s revenue.

Vesting
Tier 1

Members are vested for pension benefits when they have at
least eight years of qualifying service credit. SLEP members
are vested for a SLEP pension when they have at least 20 years
of SLEP service credit. SLEP members with more than eight
years of service, but less than 20 years of SLEP service, will
receive a Regular pension. Revised ECO members (those who
joined the ECO plan after January 25, 2000) are vested with
eight or more years of ECO service credit in the same elected
county position. Revised ECO members with eight years of
service, but less than eight years in the same elected county
office, will receive a Regular pension.

Tier 2

Members are vested for pension benefits when they have at
least ten years of qualifying service credit. SLEP members are
vested for a SLEP pension when they have at least ten years
of SLEP service credit. ECO members (those who joined the
ECO plan after January 1, 2011, and before August 8, 2011)
are vested with ten or more years of total service credit with
at least eight years in the same elected county position. ECO
members with at least ten years of total service credit, but less
than eight years of service in the same elected county office,
will receive a Regular pension.

Refunds

Non-vested members who stop working for an IMRF employer
can receive a lump sum refund of their IMRF member
contributions. Vested members can receive a lump sum refund
of their IMRF member contributions if they stop working for
an IMRF employer prior to age 55, or 62 for Tier 2 members.
Vested members age 55 or older (62 or older for Tier 2
members) may receive separation refunds if the member rolls
over the refund into another defined benefit retirement plan for
the purpose of purchasing service credit.

Members who retire without an eligible spouse (married to or
in a civil union with the member at least one year before the
member terminates IMRF participation) may receive a refund
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of their surviving spouse contributions with interest or an
annuity.

If, upon a member’s death, all of the member contributions
with interest were not paid as a refund or pension to either the
member or his or her spouse, the beneficiary will receive any
balance in the member’s account.

Pension Calculations
A Regular IMRF pension is:

* 1-2/3 percent of the final rate of earnings for each of the
first 15 years of service credit, plus

» 2 percent for each year of service credit in excess of 15
years.

The maximum pension at retirement cannot exceed 75 percent
of the final rate of earnings.

A SLEP pension is:

* 2-1/2 percent of the final rate of earnings for each year of
service.

The maximum pension at retirement cannot exceed 80 percent
(75 percent for Tier 2) of the final rate of earnings.

An ECO pension is:

* 3 percent of the final rate of earnings for each of the first
eight years of service, plus

* 4 percent for each year of service between eight and 12
years of service, plus

» 5 percent for years of service credit over 12.

The maximum pension at retirement cannot exceed 80 percent
(75 percent for Tier 2) of the final rate of earnings.

A money purchase minimum pension is provided if it
exceeds the normal formula amount. The money purchase
minimum is the amount that may be purchased by 2.4 times
the member’s applicable accumulated contributions, including
interest thereon.

A reversionary pension option is provided to members at
retirement. This option permits the member to revert a portion

of his pension to one other person. This election is irrevocable.

An IMRF pension is paid for life.

11/18/2016
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Final Rate of Earnings (FRE)
Tier 1

The final rate of earnings for Regular and SLEP members is
the highest total earnings during any 48 consecutive months
within the last 10 years of IMRF service, divided by 48,

or the total lifetime earnings divided by the total lifetime
number of months of service, whichever is higher. The final
rate of earnings for ECO members is the annual salary of the
ECO member on the day he or she retires. For Revised ECO
members, the final rate of earnings is the highest total earnings
during any 48 consecutive months within the last 10 years of
IMREF service, divided by 48, for each office held.

Tier 2

The final rate of earnings for Regular and SLEP members is
the highest total earnings during any 96 consecutive months
within the last 10 years of IMRF service, divided by 96, or
the total lifetime earnings divided by the total lifetime number
of months of service, whichever is higher. For ECO members
who joined the plan after January 1, 2011, and before August
8, 2011, the final rate of earnings is the highest total earnings
during any 96 consecutive months within the last 10 years of
IMREF service, divided by 96, for each office held.

Pensionable earnings are initially capped at $106,800, which
have increased annually beginning in 2012 by three percent

or one-half of the increase of the Consumer Price Index,
whichever is less. The pensionable earnings cap for 2015 was
$111,571.63 and for 2016 is $111,571.63. For Tier 2 SLEP
members, overtime compensation is excluded from pensionable
earnings.

Retirement Eligibility
Tier 1
Normal retirement for an unreduced pension is:

» Age 60 with eight or more years of service or 35 or more
years of service at age 55,

e Age 50 with 20 or more years of SLEP service for members
with SLEP service,

» Age 55 with eight or more years of service for members
with ECO service, or

» Age 55 with eight or more years of service in the same
elected county office for members with Revised ECO
service.
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Regular members may retire as early as age 55 with a reduced
pension. The reduction is the lesser of:

* One-fourth percent for each month the member is under age
60, or

* One-fourth percent for each month of service less than 35
years.

Tier 2
Normal retirement for an unreduced pension is:

* Age 67 with ten or more years of service or 35 or more
years of service at age 62,

* Age 55 with ten or more years of SLEP service for members
with SLEP service, or

* Age 67 with ten or more years of service in the same
elected county office for members with ECO service.

Regular members may retire as early as age 62 with a reduced
pension. The reduction is the lesser of:

* One-half percent for each month the member is under age
67, or

* One-half percent for each month of service less than 35 years.

SLEP members may retire as early as age 50 with a reduced
pension. The reduction is one-half percent for each month the
member is under age 55.

Service Credit

Service credit is the total time under IMREF, stated in years

and fractions. Service is credited monthly while the member

is working, receiving IMRF disability benefits or on IMRF’s
Benefit Protection Leave. For revised ECO members, the ECO
benefit formula is limited to service in an elected office.

Members may qualify for a maximum of one year of additional
service credit for unused, unpaid sick leave accumulated

with the last employer. Members who retire from a school
district may utilize unused sick leave from all school district
employers. This additional service credit applies only for
members leaving employment for retirement. The service
credit is earned at the rate of one month for every 20 days of
unused, unpaid sick leave or fraction thereof.

IMREF is a participating plan under the Reciprocal Act, as are
all other Illinois public pension systems, except local police
and fire pension plans. Under the Reciprocal Act, service
credit of at least one year may be considered together at the
date of retirement or death for the purpose of determining
eligibility for and amount of benefits. However, for teacher
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aides who meet certain criteria, service credit of less than one
year may be considered in determining benefits under the
Reciprocal Act.

Post-retirement Increases
Tier 1

Members in all plans receive an annual three percent increase
based upon the original amount of the annuity. The increase for
the first year is prorated for the number of months the member
was retired.

Tier 2

Members in all plans receive an annual increase based upon
the original amount of the annuity of three percent or one-
half of the increase in the Consumer Price Index, whichever
is less. For Regular and ECO members the annual increases
do not begin until the retiree reaches the age of 67 or after 12
months of retirement, whichever is later. For SLEP members
the increases begin at age 60 or after 12 months of retirement,
whichever is later.

Early Retirement Incentive (ERI)

IMRF employers may offer an Early Retirement Incentive
(ERI) program to their employees who are over 50 (57 for Tier
2 Regular and ECO members) years of age and who have at
least 20 years of service credit. Eligible members may purchase
up to five years of service credit and age. Employers must pay
off the additional ERI liability within 10 years. Subsequent ERI
programs may be offered by an employer only after the liability
for the previous ERI program is paid. An employer may only
offer an ERI program once every five years.

Supplemental Retirement Benefits

Each July, IMRF provides a supplemental benefit payment

to IMREF retirees and surviving spouses who have received
IMREF pension payments for the preceding 12 months. The
supplemental benefit payment amount will vary depending on
the dollar amount to be distributed and the dollar amount of the
benefits of persons eligible.

Disability Benefits

Regular and SLEP members are eligible for a maximum of 30
months of temporary disability benefits if they:

¢ Have at least 12 consecutive months of service credit since
being enrolled in IMRF,

» Have at least nine months of service credit in the 12 months

immediately prior to becoming disabled,
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* Are unable to perform the duties of any position which
might reasonably be assigned by the IMRF employer
because of any illness, injury, or other physical or mental
condition, and

* Are not receiving any earnings from any IMRF employer.

Regular and SLEP members are eligible for total and
permanent disability benefits until they become eligible for full
Social Security Old Age benefits if they:

* Have exhausted their temporary disability benefits,

* Have a medical condition which did not pre-exist their
IMREF participation, or they have five years of IMRF
participation without being on temporary disability, and

* Are unable to work in any gainful activity for any employer.

The monthly disability benefit payment is equal to 50 percent
of the average monthly earnings based on the 12 months prior
to the month the member became disabled.

ECO members are eligible for ECO disability benefits if they:

e Have at least 12 consecutive months of service credit since
being enrolled in IMRF,

* Are in an elected county office at the time the disability
occurred,

* Are making ECO contributions at the time the disability
occurred,

* Are unable to reasonably perform the duties of their offices,
» Have resigned their offices, and

» Have two licensed physicians approved by IMRF certify
that the ECO member is permanently disabled.

The monthly ECO disability benefit is equal to the greater of:

* 50 percent of the annualized salary payable on the last day
of ECO participation divided by 12 or,

e The retirement benefit earned to date.

Disability benefits under all plans are offset by Social Security
or workers’ compensation benefits. If disabled members
receive Social Security disability and/or workers’ compensation
benefits, IMRF pays the difference between those benefits

and 50 percent of the member’s average monthly earnings.
However, IMRF will always pay a minimum monthly benefit
of $10. Members on disability earn pension service credit as if
they were working.
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Death Benefits

Beneficiaries of active members who have more than one year
of service, or whose deaths are job-related, are entitled to lump
sum IMRF death benefits. If the member was not vested, or
vested without an eligible spouse, the death benefit is equal to
one year’s earnings (limited to the pensionable earnings cap
for Tier 2 members) plus any balance in the member’s account.
Eligible spouses of deceased, vested, or active members may
choose the lump sum or a monthly surviving spouse pension.

Beneficiaries of inactive, non-vested members receive a

lump sum payment of any balance in the member’s account,
including interest. If the beneficiary is an eligible spouse of

an inactive, vested member age 55 or older, the spouse may
choose between the lump sum payment or a death benefit of
$3,000, plus a monthly surviving spouse pension. Beneficiaries
of retired members receive a $3,000 death benefit. Eligible
spouses also receive a surviving spouse pension.

Surviving Spouse Pension

For Regular and SLEP members, a surviving spouse’s monthly
pension is one-half (66-2/3 percent for Tier 2) of the member’s
pension.

For ECO members, a surviving spouse’s monthly pension

is 66-2/3 percent of the member’s pension. This pension is
payable once the surviving spouse becomes 50 years old. If the
spouse is caring for the member’s minor, unmarried children,
the spouse will receive (the age 50 requirement does not

apply):
* A monthly pension equal to 30 percent of the ECO
member’s salary at the time of death, plus

* 10 percent of the ECO member’s salary at the time of death
for each minor, unmarried child. The maximum total
monthly benefit payable to spouse and children cannot
exceed 50 percent of the ECO member’s salary at the time
of death, or

* A monthly pension equal to 66-2/3 percent of the pension
the member had earned.

Surviving spouse pensions under all plans are increased each
January 1. The increase is based on the original amount of

the pension. The increase for the first year is prorated for the
number of months the surviving spouse or the member received
a pension. For Tier 1, the annual increase is three percent.

For Tier 2, the annual increase is three percent or one-half the
increase in the Consumer Price Index, whichever is less.
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Summary of IMRF Departments and Workforce
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Calendar
Year

2011

2012 4 4 4 28 9 4 7 28 28 34 4 22 176 9 185

2013 4 7 3 29 10 4 6 30 28 35 5 21 182 11 193***
2014 4 7 4 27 13 5 7 33 28 33 5 19 185 14 199
2015 4 7 4 27 13 5 ) 35 31 34 6 19 194 5 199
2016 6 8 4 23 14 5 8 36 32 34 6 18 194 11 205

*Mid-December Human Resources Reports submitted to the Board

**December 31 total - Comprehensive Annual Financial Report (CAFR)

***Head count adjusted by three full-time employees during the year.
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Funded Status and Funding Progress

As of December 31, 2015, the most recent actuarial valuation date, the plan on an aggregate basis was 88.4 percent funded on an
actuarial basis. The actuarial accrued liability for benefits was $39.5 billion, and the actuarial value of assets was $34.9 billion,
resulting in an unfunded actuarial accrued liability (UAAL) of $4.6 billion. The covered payroll (annual payroll of active employees
covered by the plan) was $6.9 billion, and the ratio of the UAAL to the covered payroll was 66.1 percent.

The schedule of funding progress presents multi-year trend information about whether the actuarial values of plan assets are
increasing or decreasing over time relative to the actuarial accrued liability for benefits.

Additional information as of the latest actuarial valuation follows:

Valuation date December 31, 2015
Actuarial cost method Entry age normal
Amortization method Level percent of payroll for Regular and SLEP; level dollars for ECO

Taxing bodies: closed, 26 years
Amortization period Entities over 120 percent funded on a market basis: varies by funding status
Non-taxing bodies: open, 10 years

Asset valuation method Five-year smoothed market related with a 20 percent corridor

Actuarial assumptions:

Investment rate of return 7.5 percent
Projected salary increases 4.0 to 14.5 percent
Assumed wage inflation rate 3.5 percent
Group size growth rate 0.0 percent
Assumed payroll growth rate 3.5 percent

Tier 1 - 3.0 percent—simple;

PRl e iEae Tier 2 - 3.0 percent—simple or 1/2 increase in CPI, whichever is less

Mortality table:

For non-disabled retirees, an IMRF-specific mortality table was used with two-dimensional, fully generational projection scale
MP-2014 (base year 2014). The IMRF-specific rates were developed from the RP-2014 Blue Collar Health Annuitant Mortality Table
with adjustments to match current IMRF projection experience. For disabled retirees, an IMRF-specific mortality table was used with
two-dimensional, fully generational scale MP-2014 (base year 2014). The IMRF-specific rates were developed from the RP-2014
Disabled Retirees Mortality Table applying the same adjustments that were applied for disabled lives. For active members, an IMRF-
specific mortality table was used with two-dimensional, fully generational projection scale MP-2014 (base year 2014). The IMRF-
specific rates were developed from the RP-2014 Employee Mortality Table with adjustments to match current IMRF experience.
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Schedule of Aggregate Funding Progress

Last ten years

Actuarial
Valuation

Date
December 31

2006
2007
2008*
2009
2010
2011%*
2012
2013
2014
2015

Total AAL Entry

Age (a)

$22,488,185,031

24,221,543,716
25,611,199,349
27,345,113,216
29,129,228,239
30,962,815,428
32,603,244,099
34,356,575,473
37,465,147,612
39,486,573,890

Actuarial Assets

(b)

$21,427,139,356

23,274,361,198
21,601,053,512
22,754,803,784
24,251,136,889
25,711,287,584
27,491,809,785
30,083,042,548
32,700,208,537
34,913,127,469

Actuarial
Assets as a
percent of AAL
(b/a)

95.3%

96.1
84.3
83.2
83.3
83.0
84.3
87.6
87.3
88.4

Total UAL
(a-b)

$1,061,045,675

947,182,518
4,010,145,837
4,590,309,432
4,878,091,350
5,251,527,844
5,111,434,314
4,273,532,925
4,764,939,075
4,573,446,421

Member Payroll

(c)

$5,630,683,054
5,931,443,117
6,259,283,197
6,461,696,602
6,391,164,701
6,431,296,235
6,496,076,569
6,602,479,436
6,732,500,876
6,919,337,807

UAL as a
percent of

Member Payroll

(a-b)/c
18.8%
16.0
64.1
71.0
76.3
81.7
78.7
64.7
70.8
66.1

* After assumption change
This data was provided by the Actuary.

Changes in Fiduciary Net Position

Employer Contributions

Investment Earnings

enendar | ™ Net o birec fricesiaul s
Investment Expense
2006 $ 2,667,700,578 $ 602,775,795 10.71% $ 280,997,170 $ 6,315 $ 3,551,479,858
2007 1,799,391,405 600,822,135 10.13 296,690,070 6,049 2,696,909,659
2008 (6,096,480,733) 631,147,476 10.08 314,019,939 18,722 (5,151,294,596)
2009 4,423,550,741 660,399,408 10.22 324,070,795 9,148 5,408,030,092
2010 2,976,549,317 770,142,278 12.05 324,901,985 7,032 4,071,600,612
2011 (92,930,304) 800,804,253 12.45 327,680,889 9,852 1,035,564,690
2012 3,393,689,073 883,216,281 13.60 330,814,542 12,037 4,607,731,933
2013 5,583,120,005 930,969,056 14.10 338,934,421 8,455 6,853,031,937
2014 2,001,420,871 923,382,825 13.72 351,089,445 19,157 3,275,912,298
2015 200,727,209 900,476,884 13.01 368,005,271 464,050 1,469,673,414
ear Expenses
2006 $ 856,205,596 $ 40,095,036 $ 20,339,190 $ 916,639,822 $ 2,634,840,036
2007 924,005,832 36,206,951 20,811,398 981,024,181 1,715,885,478
2008 997,492,141 31,926,120 20,727,536 1,050,145,797 (6,201,440,393)
2009 1,077,852,453 27,426,079 21,967,308 1,127,245,840 4,280,784,252
2010 1,178,030,534 32,201,577 22,318,493 1,232,550,604 2,839,050,008
2011 1,284,405,609 32,900,105 23,086,712 1,340,392,426 (304,827,736)
2012 1,389,815,471 34,142,193 24,508,053 1,448,465,717 3,159,266,216
2013 1,503,374,148 36,944,214 25,463,299 1,565,781,661 5,287,250,276
2014 1,626,821,250 39,191,090 26,431,652 1,692,443,992 1,583,468,306
2015 1,758,184,358 36,748,509 28,707,981 1,823,640,848 (353,967,434)
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General Guidelines from the Chief Financial Officer

August 22, 2016

From: Mark Nannini, Chief Financial Officer

To: IMRF Directors and Managers

Re: 2017 Budget Guidelines and Additional Information

The 2017 Budget should support IMRF’s 2017-2019 Strategic Plan as well as the next phases of the Horizon Project, the
Modernization project, and the implementation of phase 2 of the new financial software.

Please consider the current budget activities, programs, staffing, and consulting work you may need to successfully and effectively

implement Modernization when preparing your budget. Additional software packages and training may also need to be budgeted and

justified. The objectives of your department, as presented in the IMRF key result areas, is the focus of this budget for 2017.

Expenditures

Normal Expenditures

» Fiscal prudence needs to be the focus in the need to
implement IMRF programs and initiatives.

* No additions to staff beyond the Board approved head count
of 205 will be approved. Transferring head counts between
departments will be acceptable.

* Consider the training needs of staff as we pursue Individual
Learning Plans and prepare for change brought about by
Horizon and Modernization.

Projects

* 2016 projects that either are not completed or never initiated
in 2016 will be subject to reprioritization (and possible
elimination) in the new budget presentation by your
department.

» New projects should be identified by priority with
incremental cost estimates developed. As you identify new
projects, work with the Performance Excellence Manager
Kathy Goerdt to review your proposals. Consider how each
potential project furthers strategic goals, transaction
scorecards, CPI, or responding to the feedback report from
the Illinois Performance Excellence examiners. Some
worthwhile projects may wait for implementation through
Horizon.

Additional Information from Finance

The following information is available online for your use in
preparation of departmental budgets:

* 2017 Budget Timeline

» Capital Budget worksheets to be used for all capital
purchases over $5,000. The capital request should
specifically identify what is proposed to be purchased, with
a brief explanation supporting the need or benefit of the
purchase, the date that it would be purchased and its
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estimated useful life. If you are unsure of the estimated
useful life,contact the Finance Department for assistance.

Capital Budget worksheets for internally generated software.
Information Services (IS) will identify the projects that will
potentially qualify for capitalization ($10,000 or more) under
the GASB 51 standard. Once these projects are identified, IS
will estimate the number of hours of development effort that
will be required. Once the IS hours are estimated for these
projects, the estimated number of user department hours that
will be needed to support the development effort and related
user acceptance testing will be determined and added to the
worksheet. IS and the Finance departments will work with
the other impacted departments in developing these
estimates. The Finance department will then cost out the
various projects and, in conjunction with the IS department,
estimate in service dates.

Expendable Equipment Budget worksheets to be used for all
equipment purchases over $500 but less than $5,000. The
expendable equipment request should specifically identify
what is proposed to be purchased with a brief explanation
supporting the need or benefit of the purchase.

Proposed 2017 Project Budget worksheets to be used to
identify incremental costs anticipated in 2017 in connection
with proposed 2017 Projects.

Budget worksheets by department that provide actual
expenses by general ledger account for the 12 months ended
July 31, 2016, broken out between the last five months of
2015 and the first seven months of 2016, and the 2015
budgeted amount for each general ledger account.

Detailed analyses by department of the activity in each
general ledger account for the five months ended December
31, 2015, and for the seven months ended July 31, 2016.

Remaining amounts of prepaid expenses, if any, by
department.

A listing of 2016 Capital Expenditures, including internally
developed software, budgeted and purchased through July 31,
2016, by department. For the items not yet purchased, please
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indicate the estimated date of purchase and an updated
estimated cost, if applicable. If the item will not be purchased
in 2016, please indicate that fact. For internally developed
software, please update the estimated remaining costs to be
incurred in 2016 and the estimated in-service date.

The Capital Budget worksheet, Capital Budget worksheet for
internally generated software, Expendable Equipment Budget
worksheet, Strategic Planning and proposed 2017 project
worksheet, Budget Timeline, and this memo are available in
electronic form in Word on the J:Drive. Budget worksheets,
remaining prepaids for 2016 and 2017, and the 2016 Capital
Expenditures summary are available in Excel on the J:Drive.
Detailed analyses by general ledger account are available in
Adobe Acrobat PDF format on the J:Drive. The Doc-link Smart
Client can also be used as a resource to look up 2015 and

2016 invoices that have been paid. If you have any questions
about how to use the search option, please call Sharon Brown,
Accounts Payable, or me. Please fill out the forms electronically
and return them electronically with copies to both Jim Splitt and
Mark Nannini. Please submit all budget forms using Microsoft
Excel software only.

If you have any capital, expendable equipment or 2017 project
requests, please fill out a budget worksheet for each item or
category of items. (For example, only one worksheet is needed
for the purchase of PC replacements.) What you will need to
do for the budgeted expenses is estimate what you believe

will be the actual expenses for calendar year 2016 and your
proposed 2017 budget amount for each general ledger account.
This information should be entered into the blank columns on
the budget worksheets. We believe that the detailed analyses
of activity by general ledger account referred to above will
provide most, if not all, of the information needed to assist you
in providing the requested information. If any help is needed,
contact either Jim Splitt or Mark Nannini.

The objective of this process is not to use zero-based

budgets, but the requests reflecting that any increases in 2017
expenditures not related to strategic initiatives are minimal.
One needs to carefully review prior period expenses to
determine whether they are necessary or add value beyond
their costs to IMRF. Funds spent on something in the current
year are not a justification for its inclusion in the 2017 budget.
(If during your review of the detail activity by general ledger
account for 2016, you identify some transactions that may have
been miscoded, please let Sharon Brown, Jim Splitt, or Mark
Nannini know so they can be corrected. We are not interested
in correcting information from 2015).

While filling out the budget worksheets, you may decide that
some general ledger accounts are unnecessary or could be
combined, or you may feel that new accounts should be added
to better track expenses. In these situations, please contact Jim
Splitt or Mark Nannini to discuss the accounts so they can

be appropriately included in the process. (There is a place on
the Excel spreadsheets for adding accounts. Please do not add
accounts anywhere else on the spreadsheets.) In addition, one
department might believe that another department might more
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appropriately be responsible for an account. If there are any
cases where this might apply, please bring them to Jim Splitt’s
or Mark Nannini’s attention so they can be resolved.

While we cannot anticipate all questions, the following
information is intended to answer those we think we can.

Office Salaries — Regular

These will be budgeted by Finance based upon the
compensation guidelines for existing personnel and justified
open positions.

If you have an open position that you are not currently
recruiting to fill, it will be eliminated for 2017 budget
purposes unless approved by the Executive Director. If
you have open positions that you are recruiting for, please
provide this information via e-mail by October 1 to the Human
Resources Manager and Chief Financial Officer.

New (incremental) positions must be cleared with the
Executive Director. Please provide a brief justification for
the new position that can be incorporated into the budget
documents. Also think about what incremental equipment,
training, travel, or other expenses might be associated the new
employee.

Office Salaries — Overtime

Departments should budget this based upon anticipated needs.
Professional Services — Temporaries

Departments should budget this based upon anticipated needs.
Tuition - Company-wide

Each department should furnish Human Resources with the
employees who anticipate using this benefit in 2017, the
course of study and institution where it is being pursued, and
the anticipated cost. Remember: IMRF’s policy is to limit
reimbursement to $10,500 on an annual basis.

Training

All external training expenses (courses, workshops, seminars,
webinars as well as associated travel and meal reimbursements)
are to be budgeted in each respective department’s budget.
Human Resources can assist each department with this change
and their anticipated needs for 2017. The Seminar Approval
Form (for any external seminar) will continue to be approved

by Human Resources before an employee enrolls in an external
training program. External training related to an employee’s
ILP should be included in this budget account. The account to
use for these expenses is 5507-XXX-0.

All conference expenses will continue to be budgeted by each
department. See the following page for more information.

All internal training requiring purchase of materials and/or
use of external vendors for onsite training (multiple staff in
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one department, multiple departments or Fund-wide) will still
be budgeted and coordinated by Human Resources. Please
report to Human Resources your anticipated internal training
activities and expenses for 2017 by September 1.

Travel

Travel should be budgeted based upon anticipated needs.
Travel directly related to training should be budgeted as part of
the training line item budget in each department. For example,
travel related to attendance at employer meetings. The account
to use for these expenses is 5507-XXX-5. All gasoline
expenses (Account 5508 is utilized for the Field Services staff)
should be budgeted in this account, not in the Automobile
Maintenance account. For most departments, we anticipate
very little budgeted in this account.

Meetings & Conferences

These accounts are for staff conferences. The account to use
for these expenses is 5517-XXX-0. Please provide additional
detail indicating the conference or meeting to be attended, the
individual attending, and the estimated cost. Except for the
Reciprocal Conference, all conferences should be budgeted to
this account. If a staff member is going to attend more than
one conference, he or she must get the approval of his or her
direct supervisor. Travel costs related to attending a conference
should be included here. Please provide the following
information for each conference, for example:

GFOA Convention “Employee Name” $ 2,500

IGFOA Convention “Employee Name” $ 1,000

Office Supplies

Most office supplies are purchased centrally through Office
Services and accounted for in account 5531-A80-0 Office
Supplies — General. Therefore, most departments have no
need for a separate account. The one exception is for Field
Services personnel who purchase miscellaneous supplies and
are reimbursed via expense reports. If you are anticipating a
special project that might require additional office supplies,
e.g. special binders for a trustee roundtable or anything else
that is significantly out of the ordinary, please let Denise
Streit or Vickie Lane in Office Services know so it can be
incorporated in the 2017 budget process.

Publications and Dues
Departments should budget this based upon anticipated needs.
Expendable Equipment

All purchases of equipment that are anticipated to cost over
$500 but less than $5,000 should be specifically identified
and budgeted here. Please fill out an Expendable Equipment
Budget worksheet for each different type of equipment.
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Automobile Maintenance

Expenses such as car washes, oil changes, tires, brakes, etc.
should be budgeted here. Gasoline expenses should be
budgeted in the Travel account.

IMREF is charged a fee for the use of the lower level conference
rooms. If you plan to use this space in 2017, please let

Denise Streit or Vickie Lane know so she can incorporate that
additional rental in the 2017 budget process.

Anticipated Expenditures in 2017 related
to 2017 Projects

Incremental expenditures, which we anticipate incurring in
2017 related to 2017 Projects, should be separately reported on
the 2017 Project worksheets. Our intent is to capture this
information separately in order to report on the incremental
financial “cost” of the 2017 Projects.

For example, if reprogramming SPECTRUM to total annuity
payments by the annuitant’s employer or employers was a
2017 project, the costs associated with designing, developing
and implementing this project would have to be analyzed.
Part of that analysis would focus on whether any incremental
expenditure would be incurred. Given that this would be an
internal project, there may be no incremental costs that would
have to be identified.

On the other hand, the incremental costs related to 2017
Modernization efforts will have to be identified by activity,

if possible, and evaluated on whether they are an expense or
capital in nature. Since these costs may not be identified until
late in the budget process, we will begin the budget process
using the best available estimates and then update the budget
materials as more detailed information becomes available.
Since the budgeting for the Modernization efforts will be a
major challenge, the major parties (PMO, IS, and Finance)
dealing with the budgeting for the 2017 Modernization efforts

will have to meet to discuss details.

Allocation of Final Budget by Month

After the budget is approved in November or December by

the Board of Trustees, we will come back to the directors

and managers and ask them to allocate their approved
budgeted amounts by general ledger account by month in

order to enhance our budget to actual tracking for 2017. We
would suggest that you retain as much information as you
think you will need to facilitate this process. In addition

to the information you have received, the budget to actual
comparisons distributed monthly should be helpful. Remember:
the more accurate your monthly allocations are, the less likely
you will be requested to explain budget to actual variations

due to timing. We continue to have a number of general ledger
accounts for which the annual expense is mindlessly divided
by twelve with no thought given to the actual historical pattern.
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Revenues by Source

Member Contributions 351,089,445 368,005,271 351,655,861 354,955,659 363,900,347

Employer Contributions 923,382,825 900,476,884 913,187,396 921,432,667 914,014,449

Investment Income 2,001,420,871 318,562,700 2,611,038,366 2,877,598,569 2,927,738,451

Other Income 19,157 464,050 256,340 254,640 256,340

$3,275,912,298

$1,587,508,905 $3,876,137,963 $4,154,241,535 $4,205,909,587

Explanation of Revenue Resources

Funding for IMRF’s defined benefit plan is derived from three
main sources: member contributions, employer contributions,
and investment income.

Member Contributions

Member contributions are set by statute at 4.5 percent for
the Regular Plan, and 7.5 percent for the Sheriff’s Law
Enforcement Plan (SLEP) and the Elected County Officials
Plan (ECO).

Employer Contributions

Annually, individual contribution rates are calculated for each
participating employer by an independent actuary based on

an individual employer’s member demographics (age, salary
history, length of service, etc.) and actuarial assumptions. The
actuary uses the entry age normal funding method to calculate
contribution rates. Under this method, the actuarial present
value of projected benefits for each individual is allocated on a
level basis over the projected service of the individual between
entry age and assumed retirement age.

Investment Income

The investment portfolio is a major contributor to the Fund. In
2015, investment income of $318.5 million represented 61.1
percent of plan additions for the year. Over the last six years
investment income represented the following percentage of
additions to fiduciary net position:
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2015 13.7%
2014 61.1%
2013 81.5%
2012 73.7%
2011 (9.0)%

Currently, 87 professional investment management firms
handling 128 separate accounts manage the investment
portfolio. These firms make investment decisions under

the prudent man rule authorized by Article 1 of the

Ilinois Pension Code and by investment policy guidelines
adopted by the Board of Trustees. The Board employs an
investment consultant to monitor and evaluate the investment
management firms’ performance, to aid in the selection

of investment management firms, and to assist in the
development of investment policy. Our uppermost goal is to
optimize the long-term total return of the Fund’s investments
through a policy of diversification within a parameter of
prudent risk, as measured on the total portfolio. Our assumed
investment rate of return is 7.5 percent.

Other Income

The majority of income in this category is reimbursements for
office space improvements made at the Oak Brook office from
the landlord. In 2016, $238,192 is being budgeted for leasehold
improvements in the capital purchases section. The remainder
of income is received from fees to process Qualified Illinois
Domestic Relations Orders (QILDRO).
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2017 Proposed Expenditures

Summary by Department
2014 2015 2016 2016 2017 Budget Estimate

Caddon  eams e pren | emew  mmsa sk me

Cmmmemmsess
Administration 478,005 483,105 499,946 503,217 633,831 26.8% 26.0%
Benefits 1,579,818 1,806,736 1,829,165 1,804,447 1,954,023 6.8% 8.3%
Board of Trustees 121,269 330,074 122,578 135,780 246,979 101.5% -81.9%
Communications 810,106 926,215 1,089,148 1,071,301 964,515 -11.4% -10.0%
Finance 6,389,595 7,353,839 8,026,556 7,938,870 7,033,903 -12.4% -11.4%
Human Resources 2,617,176 2,913,211 3,617,622 3,361,396 3,164,012 -12.5% -5.9%
Information Services 4,680,478 4,586,788 5,770,056 4,712,539 5,211,030 -9.7% 10.6%
Internal Audit 549,440 565,732 701,794 610,826 850,539 21.2% 39.2%
Investment 1,172,437 1,418,945 1,593,819 1,659,549 1,707,502 7.1% 2.9%
Legal 791,420 847,994 1,070,705 1,015,621 1,260,738 17.7% 24.1%
L’:Zlngbsegrjinc‘is 2,070,131 2,223,709 2,358,277 2,325,179 2,388,463 1.3% 2.7%

Office Services 4,489,329 4,489,506 4,390,464 4,168,039 4,423,896 0.8% 6.1%

Operations 421,051 380,013 478,114 450,720 540,310 13.0% 19.9%

Program Management - o - 0
Office (PMO) 261,399 382,114 1,379,757 1,297,684 966,202 30.0% 25.5%

$ 151,307,521 | $ 154,586,510 | $ 145,556,609 |$ 137,338,361 |$ 157,492,337
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BUDGET COMPONENTS

Additions to Fund Balances

2015 ACTUAL 2016 BUDGET 2016 ESTIMATE 2017 BUDGET

Contributions

Member Contributions $ 368,005,271 $ 351,655,861 $ 354,955,659 $ 363,900,347
Employer Contributions 900,476,884 913,187,396 921,432,667 914,014,449
Investment Income

Investment Income 318,562,700 2,719,895,280 2,877,598,569 2,927,738,451

Less: Direct Investment Expense (117,835,491) (108,856,914) (103,586,858) (117,308,162)

Total Additions 1,469,673,414 3,876,137,963 $ 4,050,654,677 $ 4,088,601,425

Benefits 1,794,932,867 1,814,801,798 1,935,947,277 2,106,296,035

Administrative Expenses 28,707,981 32,928,001 31,055,168 31,345,943

Net Increase (Decrease) (353,967,434) 2,028,408,164 2,083,652,232 1,950,959,447

Fund Balance - Beginning of the Year 34,867,045,845 34,513,078,411 36,596,730,643

Fund Balance - End of the Year $ 34,513 411 $ 36,541,486,57 $ 36,596,730,643 $ 38,547,690,090
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2017 Proposed Capital Additions - Summary

PROPOSED 2017 PROPOSED AS
R L= ZEn LA BUDGET |PERCENT CHANGE OVER 2016

2014 2015 2016 2016 2017 Budget Estimate
Capital Purchases $ 910,568 ¢ 1,116,333 ¢ 3,282,099 $ 2,034,095 $ 7,531,741 129.5% 270.3%
Internally Generated 13,316,809 5,746,154 489,595 662,240 1,306,491 166.9% 97.3%

Computer Software

;‘L’La;ectap'ta' $14,227,377 | $6,862,487 | $3,771,694 | $2,696,335 | $8,838,232 134.3% 227.8%

2017 Proposed Capital Additions

Capital Purchases

Horizon Project $ 8,056,491
HP Storage Area Network (SAN) Disk Expansion 160,000
Springfield Office Expansion 136,600
Foundry Load Balance Replacement 135,000
Voice Mail System Replacement 85,000
Phone Call Recording System Replacement 85,000
Oak Brook Leasehold Improvements 84,141
Authorized Agent (AA) Manual Conversion to Sitecore 35,000
COMPASS and Lobby Information Boards Improvements 25,000
Springfield Network Connection Replacement 20,000
Audio/Visual (AV) Solution for 4-Large Conference Room 10,000
Security Cameras for Third Floor 6,000

TOTAL CAPITAL BUDGET $ 8,838,232
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2017 Capital Purchases

Horizon Project

This multi-year project will replace our Spectrum system
and complete the Horizon system. A vendor will be selected
and approved in the first quarter of 2017 with project

work beginning in April. Included in the budgeted amount
is $1,306,491 of internally generated costs that will be
capitalized.

Estimated purchase price $ 8,056,491

HP Storage Area Network (SAN) Disc Expansion

The HP Storage Area Network (SAN) is the device that holds
all IMRF data, and all systems (including the mainframe)
utilize it. Experience with the first phase of Horizon shows a
need to have extra data storage capacity available. This line
item is strictly in the event that our data storage has a sudden
increase in usage during the next phase of the Horizon Project.

Estimated purchase price $ 160,000

Springfield Office Expansion

The Springfield office will be expanded in 2017 with a dedicated
counseling room to better serve visiting members. Additionally,
the office will expand to be able to add more staff for Member
Services in Springfield. The project includes architect services,
construction to expand the current office space to incorporate the
neighboring office, as well as the purchase of new workstations
and office furniture. The total cost of the project is $162,000,
with $136,600 being capital. The remainder is budgeted as part
of the Administrative Expense Budget as expendable equipment
and supplies.

Estimated purchase price $ 136,600

11/18/2016
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Foundry Load Balance Replacement

The Foundry Load Balance devices have reached end of life
and require replacement. This project would purchase new F5
replacement devices. F5 appliances are currently utilized in the
network, therefore this allows us to continue to standardize on
one platform.

Estimated purchase price $ 135,000

Voice Mail System Replacement

Objectworld is the software for our current voice mail system
for the organization. It is a third-party application that adds
complexity to our current environment. Avaya provides a voice
mail solution that offers better integration, an easier upgrade
path, as well as more interface with our environment.

Estimated purchase price $ 85,000

Phone Call Recording System Replacement

The Member Services department would like the Taske & CXM
software replaced due to limited flexibility of the system with
the current phone system. Taske is the software used for both
real-time and historical reporting of the 800-number member
and employer phone lines. The CXM software is used to record
the inbound calls so that if there is a dispute, the actual call
with the Member Services Representative can be played back.
The project would include a Request For Proposal (RFP) with
vendor(s) providing a Proof of Concept for Member Services’
approval.

Estimated purchase price $ 85,000
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Oak Brook Leasehold Improvements

The new lease extension for the Oak Brook office includes a
reimbursement clause for tenant improvements up to $241,340
each year. For 2017, the following areas are planned for

improvement:
Painting of hallways and doors $ 35,133
Benefits workstation construction 22,387
Workstation construction 14,798
Miscellaneous construction 6,153
Design fees 5,670

Estimated construction
$ 84,141
costs

Authorized Agent (AA) Manual Conversion to
Sitecore

Sitecore development work to modernize the Authorized Agent
(AA) Manual.

Estimated purchase price $ 35,000

COMPASS and Lobby Information Boards
Improvements

Funds to enhance the user experience and make administration
of the associated websites more efficient.

Estimated purchase price $ 25,000

11/18/2016

Springfield Network Connection Replacement

The installation of a Palo Alto firewall and a data circuit

is needed to replace the current data circuit that goes to
Springfield. The office currently has an extremely slow
connection that also is not useful in the event of a disaster
recovery occurrence. The new configuration will resolve
all current data performance issues. We will continue using
the existing circuit for voice connections (800-number call
support).

Estimated purchase price $ 20,000

Audio/Visual (AV) Solution for 4-Large
Conference Room

The 4 Large conference room currently has no Audio/Visual
(AV) capabilities. This limits the usefulness of room. This
project will also help with scheduling conflicts where AV
capabilities are needed.

Estimated purchase price $ 10,000

Security Cameras for Third Floor

All office areas in use by IMRF in Oak Brook need to have
video equipment to monitor the entrances to the office space.
The third floor currently is not covered for this and needs to be
included in this security surveillance.

Estimated purchase price $ 6,000
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Analysis of 2017 Proposed Budget to 2016 Estimated Actual Variances

2017 Proposed Budget

2016 Estimated Actual

Percentage

Change

$ 31,345,943

31,055,168

Expense Variations by Major Expense Category

Percent of

Total Budget

47.8%

15.5%

3.3%

8.8%

6.7%

7.4%

8.8%

1.7%

Salaries

The decrease in the 2017 budget versus the 2016 estimated actual is being driven
by an $(1.2) million increase in the amount of salaries capitalized as part of the
next phase of the Horizon Project. This is offset by a $1.1 million increase in staff
salaries based on a 3.0% base salary adjustment.

Fringe Benefits

The decrease in the 2017 budget versus the 2016 estimated actual is due to the
decrease in health and dental insurance premiums $(24,317) and the projected
increase in capitalized fringe benefits of $(382,660) related to internally developed
software related to the Horizon project/Modernization Program. This large increase
in capitalized fringe benefits is partially offset by a $138,141 increase in payroll
taxes due to higher salaries due to factors discussed above.

Personnel Costs - Indirect
The majority of this increase is driven by higher projected training costs related to
IMRF’s individual learning plans, tuition reimbursement and succession planning.

Consulting Services

This increase in the budget versus the 2016 estimated is being driven by the
addition of $180,000 for an independent verification and validation auditor for the
next phase of the Horizon Project as well as an increase of $229,836 in legal fees.

Facility Expenses

The majority of this increase, $60,743, relates to increases in rent for the Oak
Brook and Springfield locations. In addition, we anticipate a $46,218 increase in
telephone and Internet fees.

Commodities & Services

The major increases in this area are related to projected higher costs for postage
amounting to $108,000 and $100,200 related to the search for a new Executive
Director.

Equipment

This decrease in part is due to a $(887,945) decrease in depreciation due
internally developed software projects related to Spectrum development being
fully depreciated in 2016. This is being offset by an increase in the purchase of
expendable equipment of $327,950, mostly for replacement of servers, computers,
printers, software, and office furniture.

Miscellaneous

This increase is due to a $101,199 increase in trustee election expense, $10,000
in the trustee employer reimbursement and travel expenses along with a $8,361
increase in Fiduciary and Cyber insurance costs.

Increase
(Decrease)
$ (68,921) 0.8%
(287,534) (5.5)%
248,554 31.1%
468,807 20.4%
120,665 6.1%
237,896 11.5%
(548,726) (16.6)
120,034 29.8%

11/18/2016
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Analysis of 2017 Proposed Budget to 2016 Adopted Budget Variances

Percentage

Change

2017 Proposed Budget $ 31,345,943

2016 Adopted Budget 32,928,001

S T

Expense Variations by Major Expense Category

Percent of Increase

Total Budget (Decrease)

47.8% Salaries $ (286,042) (1.9)%
While the 2017 budget versus the 2016 budget includes an increase in salaries of
$554,000 based on a 3.0% base salary adjustment, the decrease in salary expense
is primarily due to the projected increase in capitalized salaries of $878,000 related
to internally developed software in 2017 related to the Horizon Project/Modernization
Program. Per GASB Statement No. 51, these costs are reclassified from salary
expense and capitalized as part of the total project costs, and amortized over its
estimated useful life.

15.5% Fringe Benefits (431,262) (8.1)%
The decrease in the 2017 budget versus the 2016 budget is due to the decrease
in health and dental insurance premiums $(185,000) and the projected increase in
capitalized fringe benefits of $(289,000) related to internally developed software
related to the Horizon project/Modernization Program. This large increase in
capitalized fringe benefits is partially offset a $44,000 increase in payroll taxes due
to higher salaries due to factors discussed above.

3.3% Personnel Costs - Indirect 1,042 0.1%
While the 2017 budget contains a $20,857 increase in staff training and travel, it is
offset by a $(19,815) decrease in recruitment and employee recognition costs.

8.8% Consulting Services 422,877 18.1%
This increase in the 2017 budget versus the 2016 budget is being driven by the
addition of $180,000 for an independent verification and validation auditor for the
next phase of the Horizon Project as well as an increase of $250,000 in legal fees.

6.7% Facility Expenses 136,515 6.9%
The majority of this increase is related to a $85,481 increases in rent for the Oak
Brook and Springfield locations as well as an increase of $111,825 in operating
expenses for the Oak Brook office. This is offset by decreases in telephone,
$(12,682), and off-site storage fees, $(22,400).

7.4% Commodities & Services (254,479) (9.9)%
The major decreases in this area are related to lower costs for postage, $(72,443),
$(102,300) related services for the intranet redesign project, and $(88,050) for the
jacket conversion project.

8.8% Equipment (1,258,518) (31.3)%
This decrease is due in part to a $(716,925) decrease in depreciation due to
internally developed software projects related to Spectrum development being fully
depreciated in 2016. Also, there is an anticipated $(572,380) decrease in software
maintenance expenses.

1.7% Miscellaneous 87,809 20.2%
This increase is due to a $99,401 increase in the trustee elections budget, as well
as a $25,000 increase in the trustee employer reimbursement and travel expenses
budget. This is offset by a $(37,578) decrease in the Cyber insurance budget. 2016
was the first year including a Cyber Insurance policy to the budget. Actual costs are
projected to be $68,520 under budget.
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DEPARTMENTAL BUDGETS

Administration Department

The Administration department is headed by the Executive Director who is appointed by the Board of Trustees “to manage the
office and carry out the technical administrative duties of the Fund.” The Executive Director is responsible for management of all
operations, customer service, representation of IMRF, Board interaction, policy development and implementation, and leadership of

the organization.

Administration Department - Organization Chart

Executive Director

— Administrative Assistant to Executive Director and Board of Trustees

Deputy Executive Director

General Counsel

Chief Financial Officer

u Chief Information Services Officer

u Chief Investment Officer

» Chief Security Officer

— Chief Audit Officer
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Administration Department - Budget

e - Estimated Proposed
Expense Classification m Actual 2014 m Budget 2016 2016 2017

Administration Department

Personnel Costs - Direct

Salaries

Personnel Costs - Indirect

Travel & Training

Other Personnel Costs

Conferences & Meetings

5501

5507

5510

5517

$441,395

6,721

7,403

3,043

$442,605

9,942

3,248

$456,246 $457,817 $483,431
12,000 10,000 12,000
7,500 0 0
2,500 4,200 5,000

Commodities & Services

Publications & Dues

Other Services

Equipment

Auto Maintenance & Expenses

Total Expenses

11/18/2016

5535

5540

5576

16,616

1,000

1,827

$478,005

24,808

1,000

1,502

$483,105

18,000 25,000 25,000

1,200 1,200 101,400

2,500 5,000 7,000

$499,946 $503,217 $633,831
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DEPARTMENTAL BUDGETS

Benefits Department

The Benefits department is led by one Manager and two Supervisors. The department consists of two units: the Benefits Unit and
the Disability Unit. Seven Analysts assist in the day-to-day activities, and approximately 28 Specialists and Examiners process
claims. The department serves IMRF’s members, beneficiaries, and employers by providing information and services related to all
aspects of benefits claims processing. The department processes retirement, disability, death, and refund claims. Some claims require
coordination with other public pension systems in Illinois.

Benefits Department — Organization Chart

Deputy Executive Director

Benefits Manager
I l
Benefits Department Analysts Benefits Supervisor Disability Supervisor
— Benefits Staff Assistant Disability Claims Examiners

—  Benefits Claims Examiners

—|  Benefits Claims Specialist

Past Service

Member Data Examiners
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Benefits Department - Performance Measures

Average Processing Time (days) for

all claim types 8.08

Financial Accuracy (M) 99.64%
Financial Accuracy (A) 97.96%
Procedural Accuracy (M) 99.27%
Procedural Accuracy (A) 98.16%

M = Manual
A = Automated

Benefits Department — Budget

6.64 7.09
100.00% 89.73%
99.64% 99.94%
100.00% 94.54%
99.03% 96.46%

6.69 5.06
98.68% 93.89%
100.00% 99.90%
97.54% 97.60%
98.96% 99.10%

5.05

97.76%

99.76%

98.08%

98.40%

5.30

96.60%

99.28%

98.09%

96.60%

g - Estimated Proposed
Expense Classification m Actual 2014 m Budget 2016 2016 2017

Benefits Department

Personnel Costs - Direct

Salaries 5501

Personnel Costs - Indirect

Travel & Training 5507

Conferences & Meetings 5517

$1,420,991 $1,647,016 $1,686,065
3,059 430 3,400
2,950 1,000

$1,668,897

100

$1,797,

11

1,

823

,000

000

Consulting Services

Medical & Field Investigations 5516

Commodities & Services

Publications & Dues 5535

Total Expenses

11/18/2016

155,420 156,340 138,500

348

0 200

$1,579,818 $1,806,736 $1,829,165

134,700

100

$1,804,447

144,

000

200

$1,954,023
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DEPARTMENTAL BUDGETS

Board of Trustees

IMREF is governed by an eight-member, elected Board of Trustees. IMRF Board members serve five-year, staggered terms:
* Four of the Board members are Executive Trustees and are elected by participating units of government,

* Three are Employee Trustees and are elected by participating IMRF members, and

* One Annuitant Trustee who is elected by IMRF annuitants.

The IMRF Board of Trustees meets at least four times a year for its full Board meeting. Board members serve without compensation,
but are reimbursed for their expenses. The Board is divided into five committees — Audit, Benefit Review, Executive, Investment,
and Legislative — to deal with different areas of business.

The 2016 Board of Trustees include:

Tom Kuehne, President

Sue Stanish, Vice President

Natalie Copper, Secretary

Sharon U. Thompson, Annuitant Trustee
Gwen Henry, Executive Trustee

David Miller, Executive Trustee

Alex Wallace, Jr., Executive Trustee

Trudy Williams, Employee Trustee

Board of Trustees - Budget

e . Estimated Proposed
Expense Classification m Actual 2014 m Budget 2016 2016 2017

Miscellaneous

Trustee Employer
Reimbursement 5580 $50,885 $37,505 $50,000 $50,000 $55,000

Trustee Reimbursement &

Education 5581 58,284 94,446 65,000 80,000 85,000

Trustee Elections 5582 12,100 198,123 7,578 5,780 106,979
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Communications Department

IMRF’s Communications department produces more than 100 print and web-based publications; creates, reviews, and edits print and
web-based newsletters, correspondence, forms, and staff documentation for applications and processes; manages IMRF’s website
and social media; oversees internal communications, including IMRF’s Intranet; and administers IMRF’s public outreach program,
including its media relations. The department has a manager and eight communications professionals on staff.

Communications Department — Organization Chart

Communications Manager

Senior Writer and Content Editor
Digital Communications Lead
Senior Communications Specialist
Member and Retiree Communications Specialist

Internal Communications Specialists

Employer Communications Specialist
Documentation Specialist

Graphic Designer

Communications Department - Performance Measures

Employer Digest 34.8% 33.0% 35.0% 40.5% 44.8% 42.02%

IMRF Update N/A 32.6% 34.0% 42.0% 76.8% 80.6%

Standards based on the Open Rate for e-newsletters.
Benchmark = Industry-standard "Open Rate” for public entities of 23.89%.
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Communications Department - Budget

e - Estimated Proposed
Expense Classification m Actual 2014 m Budget 2016 2016 2017

Communications Department

Personnel Costs - Direct

Salaries 5501 $456,024 $529,315 $583,203 $636,608 $579,577

Professional Services - Temps 5503 64,115 34,809 20,000
I

Personnel Costs - Indirect

Travel & Training 5507 334 1,034 700 2,000 14,750

Conferences & Meetings 5517 2,566 11,125 5,392 9,615
—mmmmm

Public Relations Services

Public Relations 5519 96,995 90,123 89,700 89,700 31,500

Commodities & Services

Forms & Informational

Materials 5532 176,866 251,452 323,520 272,189 306,123
Publications & Dues 5535 2,236 5,995 2,500 1,712 1,950
Professional Services - Other 5540 9,498 10,921 77,300 63,700
I O ) B

Equipment

Expendable Equipment 5575 4,038 0 1,100 0 1,000
Total Expenses $810,106 $926,215 $1,089,148 $1,071,301 $964,515
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Finance Department

IMRF’s Finance department is headed by the Chief Financial Officer and consists of three units: the Treasury Unit, the Control

Unit, and the Employer/Member Data Unit. Additionally, there are three analysts that assist the department in day-to-day activities.
The Finance department is responsible for financial reporting and accounting functions, actuarial reporting, financial reporting, and
employer’s wage reporting. The Finance department also processes staff payroll, accounts payable, recording and deposit of incoming
checks and electronic transfers, and the issuance of benefit payments.

Finance Department - Organization Chart

Comptroller Operations Analyst
Control Unit Supervisor Finance Systems Administrator

Senior Accountants Financial Analyst

Accountants
Treasury Specialist

Senior Accounting Clerks
Financial Relations Manager
Employer/Member Data Unit Supervisor
Employer Account Analyst
Wage Reports Specialist
Wage Reports Analysts

Data Examiner

Finance Department - Performance Measures

Outstanding Wage Reports

Benefit checks issued in lieu of EFTs 126,942 117,589 110,464 101,626 93,847 69,486

Benefit payments - EFTs 1,214,593 1,282,865 1,357,660 1,438,124 1,519,414 1,221,229

Treasury Transactions N/A 43,273 47,167 44,464 47,912 38,715
11/18/2016 Page 268715
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Finance Department - Budget

e - Estimated Proposed
Expense Classification m Actual 2014 m Budget 2016 2016 2017

Finance Department

Personnel Costs - Direct

Salaries 5501 $1,608,392 $1,793,724 $1,816,974 $1,769,235 $1,682,864
Professional Services Temps 5503 0 0 5,000 0 0
Unemployment Costs 5504 15,898 8,620 12,500 21,500 12,500
IMRF/SS ER Contributions 5505 2,310,206 2,389,000 2,741,970 2,706,468 2,626,715

Personnel Costs - Indirect

Travel & Training 5507 1,633 2,205 9,700 9,700 20,000
Other Personnel Costs 5510 0 0 0 121 0
Conferences & Meetings 5517 7,515 9,627 14,000 14,000 18,000

Consulting Services
Auditing 5511 196,715 439,484 285,000 251,464 315,900
Actuarial 5512 466,786 914,103 615,000 619,000 677,257

Commodities & Services

Publications & Dues 5535 4,507 4,612 5,500 3,950 5,500
Professional Services - Other 5540 198,201 180,191 297,500 171,000 190,680
I ) ) ) R R

Equipment
Depreciation - Capital Assets 5571 1,561,159 1,576,511 2,180,912 2,351,932 1,463,987
Software Maintenance PC 5574 9,388 17,502 32,000 10,000 10,000

Miscellaneous Expenses

Filing Fees 5586 9,195 10,295 10,500 10,500 10,500
Total Expenses $6,389,595 $7,345,874 $8,026,556 $7,938,870 $7,033,903
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Human Resources Department

The Human Resources department is led by one Manager, and includes an Assistant, a Generalist, and an Organizational
Development Lead. The department is responsible for all employee relations functions, including workforce planning and
employment initiatives, record keeping, and training and development. The department partners with Fund leadership for strategic
Human Resources planning.

Human Resources Department — Organization Chart

Organizational Development Lead
Human Resources Generalist

Human Resources Assistant

Human Resources - Performance Measures

Workforce Engagement Survey
(Percentile Rank)

Turnover Rate - IMRF 13.45 11.35 c 6.32%%*

95t 97 96t 94

Turnover Rate - CompData average 13.80 15.40 16.80 N/A

*Through September 2016
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Human Resources Department - Budget

g - Estimated Proposed
Expense Classification m Actual 2014 m Budget 2016 2016 2017

Human Resources Department

Personnel Costs - Direct

Salaries

Fringe Benefits

5501

5504

$286,693

1,963,401

$347,221

2,148,052

$350,664

2,537,121

$363,212 $317,825

2,419,895 2,221,114

Personnel Costs - Indirect

Travel & Training

Recruitment & Testing

Other Personnel Costs

Conferences & Meetings

5507

5509

5510

5517

244,774

52,815

36,450

2,038

203,130

55,184

55,955

2,687

522,817

78,925

74,470

7,500

374,638 393,148
65,101 70,550
57,000 70,530

6,500 3,700

Consulting Services

Compensation & Benefit Surveys 5514 22,977 92,745 39,050 66,250 69,470

Commodities & Services

Publications & Dues 5535 1,377 1,669 2,600 2,000 2,000

Professional Services - Other 5540
e L P P

Equipment

Maintenance & Rentals 5572 500 169 1,975 1,200 1,600

Software Maintenance PC 5574 4,410 6,399 2,500 5,600 12,200

Expendable Equipment 5575 1,329 1,875

Total Expenses $ 2,617,176 $ 2,913,211 $ 3,617,622 $ 3,361,396 $ 3,164,012
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“Striving for Excellence m

Information Services Department

The Information Services department is headed by the Chief Information Services Officer and consists of two teams: Enterprise
Solutions and Technology Infrastructure. Information Services’ governance is the overall approach to ensure the quality and
availability of data and information, software, and hardware. IMRF’s Strategic Plan includes a key strategy to replace the existing
information systems and technology to better meet rising customer service requirements.

Information Services Department — Organization Chart

Chief Information Services Officer

— Manager — Enterprise Solutions Manager — Technology Infrastructure
1 Business Analyst — IS Team Leader — Technical Services
| Technical Architects . Database Analyst
| Sr. Programmer Analysts — Senior Systems Programmers
— QA Analyst — Lead Computer Operator

— Senior Computer Operators

L IS Team Leader — Benefits & Payments

Lead Network Engineer

— Technical Architect

— Senior Network Services Analysts

1 Senior Programmer Analysts

— Telecom Support Specialist

L Programmer Analysts
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Information Services Department - Performance Measures

583 520 810 540

Outage Minutes 1600 744

Percent Uptime 99.7% 99.9% 99.9% 99.9% 99.8 99.9%
Transactions < 1 sec. 89.7% 89.0% 95.2% 94.2% 94.0 95.0%
Technology Audit: High Risk Findings 0 5 2 3 3 1
Moderate & Low Risk Findings 19 27 23 11 22 29

Business Continuity and Disaster

Recovery Drills 2013 2014 2015 2016 YTD
Desktop drills 1 0 1 0 0 1

Live drills at warm site 4 4 4 4 2 2
Restore Toll free number Yes Yes Yes Yes No Yes
Restore Benefits System Yes Partial Partial Partial Yes Yes
Print Benefits Checks Yes No Yes No Yes No
Critical Systems Capability 85% 40% 40% 0% 85% 90%
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Information Services Department - Budget

e - Estimated Proposed
Expense Classification m Actual 2014 m Budget 2016 2016 2017

Information Services Department

Personnel Costs - Direct

Salaries 5501 $2,796,635 $2,977,633 $3,602,181 $3,472,281 $3,463,705

Personnel Costs - Indirect

Travel & Training 5507 1,080 1,844 7,000 6,000 89,000

Conferences & Meetings 5517 2,878 3,036 6,000 4,000 6,000
I S ™ A B

Consulting Services

Website Consulting 5514 48,593 0 0 0 0

Systems Design - Modernization 5515 280,738 344,142 61,000 88,100 129,000
I N 7 O A I

Facility Expenses

Telephone 5523 128,974 132,228 199,300 140,400 186,400

Other Facility Expense 5525 160,189 180,968 218,000 187,000 204,595

Commodities & Services

Office Supplies 5531 80,572 74,813 83,800 77,714 88,580
Publications & Dues 5535 1,166 4,528 5,000 1,000 3,000
I AN Y T A A

Equipment

Maintenance & Rentals 5572 164,523 164,222 229,000 195,537 285,550
Software Maintenance 5573 486,708 180,781 218,000 190,766 521,000
Software Maintenance PC 5574 389,397 429,437 864,000 307,956 0
Expendable Equipment 5575 139,025 92,002 275,375 37,885 232,000

Miscellaneous Expenses

Filing fees 5586 0 1,154 1,400 3,900 2,200
Total Expenses $ 4,680,478 $ 4,586,788 $ 5,770,056 $ 4,712,539 $ 5,211,030
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Internal Audit Department

The Internal Audit department is headed by the Chief Audit Officer and is comprised of a Supervisor, Assistant Auditors, and an
Administrative Assistant. This department is responsible for auditing employers through on-site visits to their respective payroll
offices and ensuring compliance with the Illinois Pension Code. This department also audits IMREF’s internal operations, ensuring
compliance with policies, plans, and regulations, including the Illinois Pension Code. The Internal Audit department also provides
assistance to External Auditors.

Internal Audit Department — Organization Chart

Supervisor Internal Audit

Assistant Internal Auditor

Assistant Internal Auditors (EA)

Internal Audit Support Analyst (EA)

Internal Audit - Employer Audits and Percent of Active Membership Audited

118 172 179 149

Employer audits 105

Percent of Active

0, o, 0, o, 0,
Membership Audited L 15% 20% 20% 16.6%
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Internal Audit Department - Budget

g - Estimated Proposed
Expense Classification m Actual 2014 m Budget 2015 2015 2017

Internal Audit Department

Personnel Costs - Direct

Salaries 5501 $426,110 $456,644 $529,594 $467,626 $547,039

Personnel Costs - Indirect

Travel & Training 5507 14,780 12,663 12,000 8,000 13,500

Conferences & Meetings 5517 2,411 2,460 12,700 12,700 5,000
I 7 ) ) ) )

Consulting Services

Auditing 5511 99,141 87,357 137,500 114,000 276,000

Commodities & Services

Publications & Dues 5535 1,576 2,668 2,000 2,000 3,000
Equipment

Software Maintenance PC 5574 2,705 2,631 3,500 3,500 4,000
Expendable Equipment 5575 2,000 0 2,000 2,000 0
Auto Maintenance & Expense 5576 1,309 2,500 1,000 2,000

T T P
Total Expenses $ 549,440 $ 565,732 $ 701,794 $ 610,826 $ 850,539
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Investment Department

IMREF’s Investment department works to optimize the total return of the IMRF investment portfolio through a policy of long-term
diversified investment, using parameters of prudent risk management. The Investment department’s strategic objective is to meet or
exceed IMREF’s actuarial assumed rate of return and outperform the total portfolio benchmark. The Chief Investment Officer heads
the Investment department and leads a team of 13 (based on approved positions). The Investment department is organized by key
function areas including: Public Markets, Private Markets, Emerging Manager Program and Total Portfolio, and Operations. Key
highlights of the Investment department’s activity in 2016 include: working with the General Investment Consultant; an Asset Liability
Study; an Annual Strategic Asset Allocation Review; evaluation and analysis of current and prospective investments for the total
portfolio; monitoring portfolio performance; and presenting investment recommendations to the Investment Committee of the IMRF
Board of Trustees.

Investment Department - Organization Chart

Investment Officer —

Emerging Manager Program and Total Portfolio NGO e SRS

Associate Investment Analyst —

Emerging Manager Program and Total Portfolio Investment Analysts — Private Markets

Investment Officer — Public Markets Associate Investment Analyst — Private Markets

Investment Analysts — Public Markets
Investment Officer — Operations

Associate Investment Analyst — Public Markets
Administrative Assistants — Investments

Investment Department - Performance Measures
Gross Annual Investment Returns for 1, 3, 5, and 10 years.

Last year Last 3 yrs Last 5 yrs Last 10 yrs
L R e s 2015 2012-15 2010-15 2005-15

IMRF Total Fund 0.44% 8.61% 7.78% 6.69%
Total Fund Benchmark 1.43% 8.04% 7.50% 6.44%
Difference (0.99)% 0.57% 0.28% 0.25%
Rank: IMRF Total Fund 53 23 30 5

Goal is for IMRF returns greater than portfolio benchmarks over 3-, 5-, and 10-year periods.
Percentile rank = 53 in Callan Universe of 117 pension funds.
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Investment Department - Budget

g e Estimated Proposed
Expense Classification m Actual 2014 m Budget 2016 2016 2017

Investment Department

Personnel Costs - Direct

Salaries

Professional Services Temps

5501

5503

$1,168,415

2,388

$1,406,633

12,312

$1,593,819 $1,659,549 $1,699,202

Personnel Costs - Indirect

Travel and Training

Conferences & Meetings

5507

5517

0 0 8,300

Commodities & Services

Publications & Dues

5535

1,350

Investment Expenses

Investment Managers Fees

Master Trust Services

Investment Travel

Investment Legal Fees

Security Litigation Monitoring

Investment Consultants

Securities Lending Fees

Tax Preparation & Custodial
Expense

Investment Publications & Dues

Investment Licenses

5788

5789

5790

5791

5792

5793

5794

5795

5796

5797

107,310,060

268,750

76,598

471,541

25,026

863,833

1,623,937

8,735

116,375,118

280,000

53,366

171,992

25,028

910,060

1,180,550

19,926

106,317,500 100,994,600 114,291,300

275,000 280,000 280,000
85,000 85,000 95,000
350,000 350,000 350,000
25,000 25,055 25,055
937,960 937,960 1,404,418
795,000 795,000 781,000
42,000 89,844 65,000
25,187 25,187 16,177
4,212 4,212

Total Expenses

11/18/2016

$ 111,820,929

$ 120,434,987

$ 110,450,678 $ 105,246,407 $ 119,015,664
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Legal Department

IMREF’s Legal department acts as legal counsel to the IMRF Board of Trustees; provides legal counsel to IMRF staff; interprets the
[llinois Pension Code and IMRF Board Policies; defends IMRF Board administrative decisions in court; and maintains a presence
and represents the Board of Trustees at the Illinois Legislature. The Legal department consists of two attorneys, a paralegal, a legal
secretary, and a legislative liaison.

Legal Department - Organization Chart

Associate General Counsel

Paralegal

Administrative Assistant

Legislative Liaison

Legal Department - Performance Measures

FOIA requests 181 237 204 127 179 155

FOIA request turnaround time

[v) 0, [v) 0, [v) 0,
(standard = 5 days) 100% 100% 100% 100% 100% 100%
QILDROs 164 180 159 207 210 187
OJERLI Ll BT Wil 100% 100% 100% 100% 100% 100%
(standard = 45 days)
Contract review 29 39 20 24 37 31
(Camidrerss rHen BRI Hims 100% 100% 100% 96% 100% 100%
(standard = 3 days)
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Legal Department — Budget

e - Estimated Proposed
Expense Classification m Actual 2014 m Budget 2016 2016 2017

Legal Department

Personnel Costs - Direct

Salaries 5501 $482,256 $497,695 $513,805 $542,702 $533,410

Personnel Costs - Indirect

Travel & Training 5507 8,360 12,663 15,500 10,249 18,900

Conferences & Meetings 5517 7,127 6,953 10,100 8,018 11,000
I ) ) )

Consulting Services

Legal Counsel 5513 41,521 75,134 100,500 101,216 330,500

Legislative Lobbying Services 5518 68,796 69,492 70,800 70,800 72,000

Commodities & Services

Publications & Dues 5535 24,476 30,599 29,000 24,666 26,000

Professional Services - Other 5540 25,000
e P P

Equipment

Software Maintenance PC 5574 1,350 5,400 5,400 5,580 5,820

Expendable Equipment 5575 2,500 0 0 0 0

Auto Maintenance & Expense 5576 1,999 1,081

Miscellaneous Expenses

Insurance 5583 153,035 148,977 300,100 252,173 262,708
Total Expenses $ 791,420 $ 847,994 $ 1,070,705 $ 1,015,621 $ 1,260,738
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Member & Field Services Department

The Member & Field Services department is led by one manager and three supervisors. Seven Field Representatives provide
assistance to IMRF members and employers through workshops, compliance reviews, and more. Member Services Representatives
are available from 7:30 AM to 5:30 PM, Monday through Friday, to answer members’ and employers’ questions.

Member & Field Services Department — Organization Chart

Field Services Supervisor Member Services Supervisor — Oak Brook
Field Representatives Senior Member Services Representative
Field Services Administrative Assistant Member Services Representatives
Field Services Meeting Planner Member Services Analysts

Member Services Supervisor - Springfield
Senior Member Services Representative
Member Services Representative

Receptionist (PT)

Member & Field Services — Performance Measures

All Call Distribution (ACD)

Log-on adherence 91.7% 95.6% 95.9% 98.0% 98.0% 98.9% 99.1%
Call documentation 89.6% 90.6% 92.1% 95.5% 93.7% 94.8 95.8%
Time to answer (minutes) N/A N/A N/A 2:05 2:19 2:34 1:59
Member Workshop Engagement % N/A 70.1% 85.7% 80.6% 94.5% 89.0% 96.0%
Employer Workshop Engagement % N/A 87.5% 76.0% 81.1% 94.0% 92.0% 82.7%
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Member & Field Services Department — Budget

g - Estimated Proposed
Expense Classification m Actual 2014 m Budget 2016 2016 2017

Member & Field Services Department

Personnel Costs - Direct

Salaries 5501 $1,859,000 $1,986,360 $2,131,560 $2,113,892 $2,107,578
Professional Services Temps 5503 8,847 4,120 31,500

Personnel Costs - Indirect

Travel & Training 5507 6,159 9,656 10,250 7,000 25,000
Field Staff 5508 171,608 188,115 194,500 176,000 200,000
Conferences & Meetings 5517 2,351 2,615 7,250 3,850 7,050

Facility Expenses
Telephone 5523 6,038 6,151 6,982 6,982 7,200

Commodities & Services

Office Supplies 5531 687 971 800 600 600
Postage & Delivery 5533 1,055 961 1,000 1,000 1,000
Publications & Dues 5535 1,020 924 935 935 935
Professional Services - Other 5540
—mmmnm
Equipment
Maintenance & Rentals 5572 0 0 200 0 0
Auto Maintenance & Expense 5576 21,822 19,109 4,000 10,000 6,800
I ) ) B A
Total Expenses $ 2,070,131 $ 2,223,709 $ 2,358,277 $ 2,325,179 $ 2,388,463
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Office Services Department

The Office Services department is led by one Manager and one Supervisor. The department is comprised of three units: the Records
and Mail Processing Unit, the Digital Print Center, and Purchasing/Maintenance. There are 17 support employees. The department is
responsible for processing member enrollments, processing all documents entered into the Imaging System, processing all incoming
and outgoing mail, printing forms and other informational documents, managing vendor relations and processing purchasing orders,
and managing IMRF’s office space. The mission statement of the Office Services department is: “Our high level of support services
will allow our internal customers the opportunity to focus on serving the needs of the IMRF members, employers, and annuitants.”
The department’s vision statement is: “To provide timely and accurate support services to all of our internal and external customers.”
The performance measures listed below illustrate the error rate of indexing documents and the timeliness measurement evaluates that
all mail is sorted, batched, scanned, and indexed on the day the mail is initially received.

Office Services Department - Organization Chart

Procurement & Facilities Specialist
Records & Mail Processing Supervisor
Quality Assurance Auditors
Imaging Clerks
Senior Mail Center Clerks

Office Services Analyst

Digital Print Coordinator

Office Services - Performance Measures

Indexing Accuracy:

£ 0.07% 0.10% 0.07% 0.03% 0.15% 0.16% 0.02% 0.42%
rror rate
Mail imelinessi 100% 100% 100% 100% 100% 100% 100% 100%
Percent same day
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Office Services Department - Budget

g - Estimated Proposed
Expense Classification m Actual 2014 m Budget 2016 2016 2017

Member & Field Services Department

Personnel Costs - Direct

Salaries 5501 $895,633 $917,566 $1,019,106 $971,179 $1,057,864

Professional Services Temps 5503 5,014 3,000 2,189 1,800
I ) e e

Personnel Costs - Indirect

Travel & Training 5507 340 1,362 1,250 1,050 4,250

Conferences & Meetings 5517 2,045 2,418 6,394 5,060 4,600

Facility Expenses

Building Rent 5521 1,119,059 968,773 922,357 947,105 1,007,848
Electricity 5522 57,803 67,820 66,528 61,335 62,562
Building Operating Expense 5524 570,063 565,981 484,127 607,300 595,452
Other Facility Expense 5525 39,590 40,921 34,000 19,970 25,200

Commodities & Services

Office Supplies 5531 128,940 183,138 176,463 158,954 154,328
Forms & Informational Materials 5532 37,850 61,155 40,375 41,966 43,590
Postage & Delivery 5533 1,167,337 1,159,452 1,156,643 942,424 1,084,200
Publications & Dues 5535 1,616 1,165 1,420 1,420 735
Professional Services - Other 5540 254,735 305,554 252,708 217,445 165,110
I ) ) ) e )

Equipment

Maintenance & Rentals 5572 75,379 98,163 99,674 108,909 111,197
Expendable Equipment 5575 84,620 46,990 92,886 71,148 93,075

Miscellaneous Expenses

Building Renovation/Relocation Exp. 5585 54,319 64,034 33,533 10,585 12,085
Total Expenses $ 4,489,329 $ 4,489,506 $ 4,390,464 $ 4,168,039 $ 4,423,896
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Operations

The Operations Group includes the Benefits, Member and Field Services, Office Services, Human Resources, and Performance
Excellence departments. The Operations departments include predominantly customer-facing positions, providing customer service
to our membership (i.e. processing benefits, answering telephone and email inquiries, and facilitating educational workshops and
counseling sessions). Other positions provide administrative services to internal and external customers (i.e. mail and document
processing, print services, and employee relations activities). The Operations Group also facilitates a number of organizational
effectiveness initiatives including the Strategic Planning Process.

Operations - Organization Chart

Performance Excellence Manager

Performance Excellence Analyst

Operations — Budget

e - Estimated Proposed
Expense Classification m Actual 2014 m Budget 2016 2016 2017

Operations

Personnel Costs - Direct

Salaries 5501 $298,992 $306,004 $397,688 $376,350 $400,850

Personnel Costs - Indirect

Travel & Training 5507 356 376 500 80 11,320

Conferences & Meetings 5517 3,997 5,258 6,140 4,500 10,000
I N ) T

Consulting Services

Process Improvement/ 5514 3,300 9,750 15,300 11,190 14,600

Scorecarding

Commodities & Services

Publications & Dues 5535 349 379 596 640 850
Professional Services - Other 5540 114,057 58,246 57,890 57,960 102,690
I O N Y T )
Total Expenses $ 421,051 $ 380,013 $ 478,114 $ 450,720 $ 540,310
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Program Management Office (PMO)

The Program Management Office (PMO) is headed by the Program Management Office Manager and staffed by Business Solution
Leads. The PMO department was created to manage the Modernization Program and provide systematic methods and resources for

Continuous Process Improvement and innovation.

Program Management Office (PMO) - Organization Chart

Business Solution Leads
Associate Business Solution Lead

Project Support Assistant

Program Management Office (PMO) - Budget

e s Estimated Proposed
Expense Classification m Actual 2014 m Budget 2016 2016 2017

Program Management Office (PMO)

Personnel Costs - Direct

Salaries* 5501 $139,999 $226,148 $578,657* $544,784* $257,052
Personnel Costs - Indirect

Travel & Training 5507 1,600 550 4,000 0 2,600
Conferences & Meetings 5517 1,420 2,015 7,100 2,900 1,550

Consulting Services

Implementation Phase 5514 118,380 153,401 790,000 750,000 705,000
Consultant
Total Expenses $ 261,399 $ 382,114 $ 1,379,757 $ 1,297,684 $ 966,052

*The increase in salaries for 2016 is due to the reduction in capitalized wages.
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2017 IMRF Budget - Summary by Account

e - Estimated Proposed
Expense Classification m Actual 2014 m Budget 2016 2016 2017

IMRF Summary

Personnel Costs - Direct

Office Salaries - Regular 5501 $12,280,535 $13,534,564 $15,259,562 $15,044,132 $14,928,220
Office Salaries - Temps & Interns 5503 66,503 60,983 8,000 6,309 53,300
Fringe Benefits 5504 1,979,299 2,156,672 2,549,621 2,441,395 2,233,614
IMRF & Payroll Employer Contributions 5505 2,310,206 2,389,000 2,741,970 2,706,468 2,626,715

Personnel Costs - Indirect

Travel & Training 5507 289,195 255,854 599,117 428,817 623,768
Field Staff 5508 171,608 188,115 194,500 176,000 200,000
Recruitment & Testing 5509 52,815 55,184 78,925 65,101 70,550
Other Personnel Costs 5510 43,853 55,955 81,970 57,121 70,530
Conferences & Meetings 5517 35,106 45,833 91,809 71,770 82,515

Consulting Services

Auditing 5511 295,856 526,841 422,500 365,464 591,900
Actuarial 5512 465,791 914,103 615,000 619,000 677,257
Legal Counsel 5513 41,522 75,134 100,500 101,216 330,500
Website Consulting 5514 193,250 255,896 844,350 77,440 84,070
Systems Design 5515 280,738 344,142 61,000 838,100 834,000
Medical & Field Investigations 5516 155,420 156,340 138,500 134,700 144,000

Legislative and Lobbying Services

Legislative Lobbying/Public Relations 5518 68,796 69,492 70,800 70,800 72,000
Public Relations Services

Public Relations 5519 96,996 90,123 89,700 89,700 31,500
Facility Expenses

Building Rent 5521 1,119,059 968,773 922,357 947,105 1,007,848
Electricity 5522 57,803 67,820 66,528 61,335 62,562
Telephone 5523 135,012 138,378 206,282 147,382 193,600
Building Operating Expenses 5524 570,063 565,981 484,127 607,300 595,452
Other Facility Expenses 5525 199,779 221,889 252,000 206,970 229,795
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2017 IMRF Budget - Summary by Account (cont.)

g - Estimated Proposed
Expense Classification m Actual 2014 m Budget 2016 2016 2017

IMRF Summary

Commodities and Services

Office Supplies 5531 $ 210,199 $ 258,922 $ 261,063 $ 237,268 $ 243,508
Forms & Informational Materials 5532 214,716 312,607 363,895 314,155 349,713
Postage & Delivery 5533 1,168,392 1,160,413 1,157,643 943,424 1,085,200
Publications & Dues 5535 56,638 77,348 67,751 63,423 69,170
Professional Services - Other 5540 578,293 555,911 712,398 512,105 560,680
T ] aawani| zseasm] 20| zavean

Equipment

Depreciation - Fixed Assets 5571 1,561,159 1,576,511 2,180,912 2,351,932 1,463,987
Equipment Maintenance & Rentals 5572 240,402 262,554 330,849 305,646 398,347
Software Maintenance 5573/5574 893,959 642,149 1,125,400 523,402 553,020
Expendable Equipment 5575 233,512 138,992 371,361 111,033 327,950
Auto Maintenance & Expense 5576 26,365 23,002 9,500 16,217 16,200

Miscellaneous

Trustee Employer Reimbursement 5580 50,884 37,505 50,000 50,000 55,000
Trustee Travel & Education 5581 58,284 94,446 65,000 80,000 85,000
Trustee Elections 5582 12,100 198,123 7,578 5,780 106,979
Insurance 5583 153,035 148,977 300,100 252,173 262,708
Building Renovation/Relocation Expense 5585 54,319 64,034 33,533 10,585 12,085
Other Items 5586 9,195 11,449 11,900 14,400 12,700

Investment Expenses

Investment Managers Fees 5788 107,310,060 116,375,118 106,317,500 $100,994,600 $114,291,300
Master Trust Services 5789 268,750 280,000 275,000 280,000 280,000
Travel 5790 76,598 53,366 85,000 85,000 95,000
Legal Fees 5791 471,541 171,992 350,000 350,000 350,000
iiﬁ“g:fsoi“ga”o” Monitoring/ 5792 25,026 25,028 25,055 25,055 25,055
Investment Consultants 5793 863,833 910,060 937,960 937,960 1,404,418
Securities Lending Fees 5794 1,623,937 1,180,550 795,000 795,000 781,000
Tax Preparation & Custodial Expense 5795 0 0 42,000 89,844 65,000
Publications & Dues 5796 8,735 19,926 25,187 25,187 16,177
Investment Licenses 5797 4,212 4,212

Total Expenses $137,079,149 $147,716,057 $141,784,915 $134,642,026 $148,654,105
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Appendix A

Account Descriptions/Policies

Allocation of Final Budget by Month

After the budget is approved by the Board of Trustees,
directors and managers are asked to allocate their approved
budgeted amounts by general ledger account by month in order
to enhance the budget to actual tracking for 2017.

Anticipated Expenditures in 2017 related to 2017
Projects

Incremental expenditures which are anticipated in 2017 relating
to 2017 Projects should be separately reported on the 2017
Project worksheets. The intent is to capture this information
separately in order to report on the incremental financial “cost”
of the 2017 Projects.

For example, if reprogramming SPECTRUM to total annuity
payments by the annuitant’s employer or employers was a
2017 Project, the costs associated with designing, developing,
and implementing this project would have to be analyzed.
Part of that analysis would focus on whether any incremental
expenditures would be incurred. Given that this would be an
internal project, there may be no incremental costs that would
have to be identified.

On the other hand, the incremental costs related to 2017
Modernization efforts will have to be identified by activity,

if possible, and evaluated on whether they are an expense or
capital in nature. Since these costs may not be identified until
late in the budget process, the budget process will begin by
using the best available estimates and then updating the budget
materials as more detailed information becomes available.
Since the budgeting for the Modernization efforts will be a
major challenge, the major parties (Program Management
Office, Information Services, and Finance) dealing with
budgeting for the 2017 Modernization efforts will have to meet
to discuss details.

Automobile Maintenance

Expenses such as car washes, oil changes, tires, brakes,
etc., should be budgeted here. Gasoline expenses should be
budgeted in the Travel account.

Expendable Equipment

All purchases of equipment that are anticipated to cost over
$500, but less than $5,000, should be specifically identified
and budgeted here. Please fill out an expendable equipment
budget worksheet for each different type of equipment.

11/18/2016

Meetings & Conferences

These accounts are for director and manager conferences only.
Please provide additional detail indicating the conference

or meeting to be attended, the individual attending, and the
estimated cost. Except for the Reciprocal Conference, all
conferences should be budgeted to this account. If a manager
or director is going to attend more than one conference, he or
she must get the approval of his or her direct supervisor. Travel
costs related to attending a conference should be included here.
Please provide the following information for each conference,
for example:

GFOA Convention “Employee Name” $ 2,500

IGFOA Convention “Employee Name” $ 1,000

Office Salaries — Overtime
Departments should budget this based upon anticipated needs.
Office Salaries — Regular

These will be budgeted by Finance based on the compensation
guidelines for existing personnel and justified open positions.

* Open positions that are not actively being recruited to fill,
will be eliminated for 2017 budget purposes unless approved
by the Executive Director. For open positions actively being
recruited, please provide this information via e-mail by
October 1**

» New (incremental) positions must be approved by the
Executive Director. Please provide a brief justification for
the new position that can be incorporated into the budget
documents. Also think about what incremental equipment,
training, travel, or other expenses might be associated the
new employee.

Office Supplies

Most office supplies are purchased centrally through Office
Services and accounted for in account 5531-A80-0 Office
Supplies — General. Therefore, most departments have no

need for a separate account. The one exception is for Field
Services personnel who purchase miscellaneous supplies and
are reimbursed via expense reports. In anticipation of a special
project that might require additional office supplies, e.g.,
special binders for a trustee round-table or anything else that is
significantly out of the ordinary, please contact Office Services
so it can be incorporated into the 2017 budget process.

Professional Services — Temporaries

Departments should budget this based on anticipated needs.
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Publications and Dues
Departments should budget this based on anticipated needs.
Training

Human Resources will continue to budget all training
expenses. Each department should furnish HR with anticipated
training needs for 2017. Please keep in mind the Individual
Learning Plans that are required for all employees.

Travel

Travel should be budgeted based on anticipated needs.
However travel directly related to training should be
budgeted as part of the training line item and furnished to
Human Resources. All gasoline expenses (except for Field

Appendix B

New Accounting Pronouncements

In November 2013, GASB issued Statement No. 71, “Pension
Transition for Contributions Made Subsequent to the
Measurement Date - an amendment of GASB Statement No.
68.” The objective of this statement is to address an issue
regarding application of the transition provisions for Statement
No. 68, Accounting and Financial Reporting for Pensions.

The issue being reporting of contributions made by a state or
local governmental employer to a defined benefit pension plan
after the measurement date of the government’s beginning net
pension liability. IMRF will adopt GASB Statement No. 71 for
its December 31, 2016 financial statements.

In February 2015, GASB issued Statement No. 72, “Fair
Value Measurement and Application.” This statement
addresses accounting and financial reporting issues related to
fair value measurements. This Statement provides guidance
for determining a fair value measurement for financial
reporting purposes. This Statement also provides guidance
for applying fair value to certain investments and disclosures
related to all fair value measurements. IMRF will early adopt
GASB Statement No. 72 for its December 31, 2016 financial
statements.

In June 2015, GASB issued Statement No. 73, “Accounting
and Financial Reporting for Pensions and Related Assets
That Are Not within the Scope of GASB Statement 68 and
Amendments to Certain Provisions of GASB Statements

67 and 68.” The objective of this Statement is to improve
the usefulness of information about pensions included in
the general purpose external financial reports of state and
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Service Staff) should be budgeted in this account, not in the
Automobile Maintenance account.

Tuition - Company-wide

Each department should furnish Human Resources with
the names of employees who anticipate using this benefit
in 2017, the course of study and institution where it will be
pursued, and the anticipated cost. IMRF’s policy is to limit
reimbursement to $10,500 on an annual basis.

The Human Resources department will work with individuals
in the Succession Plan to arrive at an estimate of the additional
tuition expense related to this program. That expense will be
budgeted separately.

local governments for making decisions and assessing
accountability. This Statement results from a comprehensive
review of the effectiveness of existing standards of accounting
and financial reporting for all post-employment benefits with
regard to providing decision-useful information, supporting
assessments of accountability and inter-period equity, and
creating additional transparency. IMRF does not fall within the
scope of Statement No. 73, therefore there is no impact to its
financial statements.

In June 2015, GASB issued Statement No. 74, “Financial
Reporting for Post-employment Benefit Plans Other Than
Pension Plans.” The objective of this Statement is to improve
the usefulness of information about post-employment benefits
other than pensions (other post-employment benefits or OPEB)
included in the general purpose external financial reports

of state and local governmental OPEB plans for making
decisions and assessing accountability. IMRF, as a plan, does
not provide Post-employment Benefits other than pensions

to its annuitants; therefore there is no impact on its financial
statements.

In June 2015, GASB issued Statement No. 75, “Accounting
and Financial Reporting for Post-employment Benefit Other
Than Pension Plans.” The primary objective of this Statement
is to improve accounting and financial reporting by state and
local governments for post-employment benefits other than
pensions (other post-employment benefits or OPEB). It also
improves information provided by state and local governmental
employers about financial support for OPEB that is provided
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by other entities. IMRF will adopt GASB Statement No. 75 for
its December 31, 2017 financial statements.

In June 2015, GASB issued Statement No. 76, “The Hierarchy
of Generally Accepted Accounting Principles for State and
Local Governments.” The objective of this Statement is to
identify—in the context of the current governmental financial
reporting environment—the hierarchy of generally accepted
accounting principles (GAAP). The “GAAP hierarchy”
consists of the sources of accounting principles used to prepare
financial statements of state and local governmental entities

in conformity with GAAP and the framework for selecting
those principles. This Statement reduces the GAAP hierarchy
to two categories of authoritative GAAP and addresses the use
of authoritative and non-authoritative literature in the event
that the accounting treatment for a transaction or other event
is not specified within a source of authoritative GAAP. IMRF
will adopt GASB Statement No. 76 for its December 31, 2017
financial statements.

In August 2015, GASB issued Statement No. 77, “Tax
Abatement Disclosures.” Financial statements prepared by
state and local governments in conformity with generally
accepted accounting principles provide citizens and
taxpayers, legislative and oversight bodies, municipal bond
analysts, and others with information they need to evaluate
the financial health of governments, make decisions, and
assess accountability. This information is intended, among
other things, to assist these users of financial statements in
assessing (1) whether a government’s current-year revenues
were sufficient to pay for current-year services (known as
interperiod equity), (2) whether a government complied with
finance-related legal and contractual obligations, (3) where a
government’s financial resources come from and how it uses
them, and (4) a government’s financial position and economic
condition and how they have changed over time. IMRF does
not fall within the scope of Statement No. 77, therefore there is
no impact to its financial statements.

In December 2015, GASB issued Statement No. 78, “Pensions
Provided through Certain Multiple Employer Defined Benefit
Pension Plans.” The objective of this Statement is to address

a practice issue regarding the scope and applicability of
Statement No. 68, “Accounting and Financial Reporting for
Pensions.” This issue is associated with pensions provided
through certain multiple-employer defined benefit pension
plans and to state or local governmental employers whose
employees are provided with such pensions. IMRF does not
fall within the scope of Statement No. 78; therefore there is no
impact to its financial statements.
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In December 2015, GASB issued Statement No. 79, “Certain
External Investment Pools and Pool Participants.” This
Statement addresses accounting and financial reporting for
certain external investment pools and pool participants.
Specifically, it establishes criteria for an external investment
pool to qualify for making the election to measure all of its
investments at amortized cost for financial reporting purposes.
Currently, IMRF does not invest in external investment pools;
therefore there is no impact on its financial statements.

In January 2016, GASB issued Statement No. 80, “Blending
Requirements for Certain Component Units.” The objective of
this Statement is to improve financial reporting by clarifying
the financial statement presentation requirements for certain
component units. IMRF does not have any component units;
therefore there is no impact on its financial statements.

In March 2016, GASB issued Statement No. 81, “Irrevocable
Split-Interest Agreements.” The objective of this Statement is
to improve accounting and financial reporting for irrevocable
split-interest agreements by providing recognition and
measurement guidance for situations in which a government is
a beneficiary of the agreement. IMRF does not fall within the
scope of Statement No. 81; therefore there is no impact to its
financial statements.

In March 2016, GASB issued Statement No. 82, “Pension
Issues.” The objective of this Statement is to address certain
issues that have been raised with respect to Statements

No. 67, “Financial Reporting for Pension Plans,” No. 68,
“Accounting and Financial Reporting for Pensions,” and

No. 73, “Accounting and Financial Reporting for Pensions

and Related Assets That Are Not within the Scope of GASB
Statement 68, and Amendments to Certain Provisions of GASB
Statements 67 and 68.” Specifically, this Statement addresses
issues regarding (1) the presentation of payroll-related
measures in required supplementary information, (2) the
selection of assumptions and the treatment of deviations from
the guidance in an Actuarial Standard of Practice for financial
reporting purposes, and (3) the classification of payments made
by employers to satisfy employee (plan member) contribution
requirements. IMRF will adopt GASB Statement No. 82 for its
December 31, 2016, financial statements.

Page 268739
2017 IMRF PROPOSED BUDGET 83



Appendix C
Strategic Planning Methodology

Assess and Develop Phase

(Steps in this phase are completed every 3 years as part of
the 3-year Strategic Planning Process. Steps 1-2 require
active involvement of the Board of Trustees and the IMRF
management team. Step 3 requires active involvement of the
Board of Trustees, stakeholders, IMRF management, and staff.
Steps 4-5 are to be completed by management and staff, with
periodic reports to the Board of Trustees.)

1. Examine Mission, Vision, and Values (MVV):

Examine the Mission Statement to determine if it answers
the question “Why does our organization exist?”” Examine
the Vision Statement to determine if it answers the question
“What do we want for our membership?”” Examine our
Values to determine if they represent our priorities in how
we carry out our activities with key stakeholders. Senior
Leaders make any needed changes to draft versions of the
MVYV in preparation for review by the Board.

2. Conduct an Environmental Scan:

The Board of Trustees and Senior Leaders meet to discuss
how shifts in Societal, Technological, Economic, and
Political factors are impacting IMRF utilizing a STEP
Analysis. National Association of State Retirement
Administrators (NASRA) articles, recent or pending
legislation, demographic trends, possible competitive
factors, and how our stakeholders perceive IMRF are
used as inputs to frame the STEP Analysis. The output

of the STEP Analysis is a list of Societal, Technological,
Economic, and Political factors that may have an effect
on the Fund over the next 3 years and must be considered
during Strategic Planning.

3. Conduct a SWOT Analysis:

Meetings are held to identify our major Strengths,
Weaknesses, Opportunities, and Threats utilizing a SWOT
Analysis. A SWOT analysis of each Key Result Area
(KRA) is facilitated by the Deputy Executive Director and/
or the Performance Excellence Manager. Factsheets using
data from benchmarking services such as CEM, Cobalt,
and McLean, plus our Leadership Scorecard are used to
frame these brainstorming sessions. The following SWOT
Analyses are performed:

* Cross functional teams of Fund employees perform a
SWOT analysis for each KRA

» External stakeholder groups such as special interest group
representing members and employers perform an overall
Fund SWOT
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The Board and senior leaders perform a SWOT analysis for
each KRA

These SWOT Analyses consider how our reputation,
funding, finances, operational efficiencies, monopolistic
position, staff issues, employee expertise, depth of
knowledge, staff development, succession planning,
expectations, and possible threats affect the Fund. The
output of the SWOT analyses is a list of Fund Strengths,
Weaknesses, Opportunities, and Threats that must be
considered during Strategic Planning.

4. Summarize Key Strategic Challenges,

5.

Advantages, and Opportunities, and Validate
Core Competencies:

We summarize the STEP and SWOT Analyses into a set
of key strategic challenges, opportunities, and advantages
for each KRA that IMRF must address, both short and long
term. Guidelines for these analyses include:

Relative to the weaknesses and threats identified, what are
our key strategic challenges? Consider what improvements or
contingencies might be necessary to address these challenges.

Relative to the opportunities identified, what are our key
strategic opportunities? Consider what is necessary to
address these opportunities.

Relative to the strengths and opportunities identified, what are
the key strategic advantages? Consider how we can leverage
these advantages to ensure current and future success.

Consider issues over the term of our strategic plan, but
especially look closely at the next year. Avoid looking too
far into the future.

Consider the relative priority of challenges and advantages.
Concentrate on the most important issues.

Focus on those issues we can affect. Avoid addressing broad
issues which we cannot control.

The output of these summaries is a short list (3—5) of key
strategic challenges, opportunities, and advantages for each
KRA. Senior leaders consider these summaries in reviewing
and revising the Fund Core Competencies. Senior Leaders
make any needed changes to the core competencies.

Establish Strategic Objectives:

We use the summaries of key strategic challenges,

opportunities, and advantages identified in Step 4 to develop
Strategic Objectives for each KRA to ensure we accomplish
our Mission and realize our Vision. Objectives clarify what
IMRF must achieve to remain successful in both the short-
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and long-term, and will be used to communicate direction,
and guide goal-setting, action planning, resource allocation
and prioritization. They must balance the needs of all key
stakeholders, and address opportunities for innovation in
services and operations, utilizing current and future core
competencies. A member of the senior leadership team will
serve as sponsor with overall responsibility for each of the
strategic objectives. Each Strategic Objective consists of two
parts — a description of the objective and the method(s) of
measuring the achievement of the objective. The output of Step
Five is a draft Strategic Objective and one or more measures
for each KRA. These drafts are reviewed, revised as needed,
and approved by the Board.

Implementation Phase

(Steps in this phase are completed every year in order to
ensure that the strategies, action plans, Leadership Scorecard,
and budget remain up to date and reflect recent changes
within and outside the Fund. These steps are completed by
management and staff, with periodic reports to the Board of
Trustees.)

6. Develop Key Strategies for each Strategic
Objective:
Identify the short- and long-term strategies required to
achieve our strategic objectives. Consider strategies over
the term of the Strategic Plan, but pay particular attention to
the next 12 months. Each year, the Strategic Objectives are
re-validated, strategies are updated and the remaining steps
in the Strategic Planning Process are repeated to refresh
the Plan for the coming year. Annual updates to Strategic
Objectives and Key Strategies are included in the Proposed
Budget Document submitted to the Board of Trustees for
their approval in November each year.

7. Develop or Update Action Plans:

Assign individuals as Single Point Accountable (SPA)

to take the lead role in planning and executing each Key
Strategy. Each SPA documents the actions required to
implement the strategy and reviews plans with the sponsor
for their Strategic Objective. There will usually be one
action plan for each strategy; however, multiple Key
Strategies may be combined into one action plan. Action
plans identify needed actions, resources, timelines and the
staff responsible to ensure completion of the action. Action
plan details will be used to determine staffing plans and the
annual operating budget in Step 9. SPAs also determine the
Key Performance Measures (KPMs) that will be used to
track the effectiveness of action plans in achieving Strategic
Objectives.
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8. Align Leadership Scorecard Measures and Goals
with Strategic Objectives:

The Key Performance Measures (KPMs) that are used

to evaluate progress toward achievement of the Strategic
Objective are defined in the “as measured by” clause.
Each KPM is tracked on the Leadership Scorecard

and evaluated to determine historical performance

and projected improvements expected from identified
strategies. Appropriate comparisons, projections and
requirements are reviewed to establish short- and long-term
goals for the KPMs on the Leadership Scorecard. Taken
together, objectives, goals and measures must be specific,
measurable, attainable, relevant, time-bound and aligned
with our Mission, Vision, and Values.

9. Develop an Annual Operating Budget:

We determine the resources needed to implement the
strategies and action plans that are required to achieve

our Strategic Objectives. Include corresponding resource
requests in development of the annual operating budget for
the coming year. As part of the annual operating budget
process, assess workforce capability and capacity needs as
follows:

» Each Department Manager assesses the workforce capability
and capacity needed to maintain current operations and meet
future needs

» Each Action Plan SPA assesses the workforce capability and
capacity needed to implement key strategies and action
plans

Where current staffing does not meet these needs, senior
leaders develop a plan to restructure, add staff, or take other
measures to align workforce capability and capacity with
what is needed to achieve the Strategic Objectives. The
annual operating budget is included in the Planning and
Budget document submitted to the Board of Trustees in
November of each year for their approval.

10. Align Performance Goals of Senior Leaders
with Strategic Objectives:

Senior leaders are responsible for Strategic Objectives, key
goals, and the alignment of action plans with the Strategic
Plan. The Board updates the performance objectives of

the Executive Director such that they are aligned with
achievement of the Strategic Plan. The Executive Director
completes this same exercise for each member of the
senior management group. Sponsors ensure that SPAs are
responsible for implementation of their action plans.
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11. Communicate and Deploy the Strategic Plan:
Complete all sections of the plan document, including an
Executive Summary, a Board Authorization section, and
an Organization Information section that includes a history
of the Fund, our services, and a description of the process
used to develop the Strategic Plan. Senior management
communicates highlights of the Strategic Plan, Strategic
Objectives, Leadership Scorecard, key goals and action
plans to Trustees, staff, and our membership. Discuss the
plan at Board Meetings and publish portions of the Plan
in member newsletters and employer memos. Develop
department plans and scorecards that directly align with and
support the overall Strategic Plan.

12. Implement, Monitor, and Adjust:

Develop a calendar of meetings to review the Leadership
Scorecard and Action Plan status during the year in order
to evaluate organizational performance and monitor
progress to achieve Strategic Objectives. Prior to each

Appendix D
Statistical Data

* Created in 1939 by Illinois General Assembly in response to
economic conditions (Great Depression); Social Security
was not available to public employees

* Began operations in 1941

* Governed by Articles 1, 7, and 20 of the Illinois Pension
Code

* Neither funded nor managed by the state

* Independently managed by autonomous Board of Trustees
that represents municipal employers, employees, and
retirees:

- 4 elected by employers

- 3 elected by active members

- 1 elected by retired members

- No appointed or ex-officio trustees

* Serves 2,972 units of local government (employers) that
include 43 types of government such as cities, counties,
park districts, and school districts (non-teaching personnel)

» Second largest public pension system in Illinois

e $34.5 billion in assets as of December 31, 2015
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monthly Leadership Scorecard and Action Plan review
meeting, Sponsors will update the Leadership Scorecard
and SPAs will update action plans. These updates and
review meetings also provide the information needed for
quarterly reports to the Board of Trustees, which address
whether objectives are being met, outline current issues,
and ensure that the resources needed to implement the plan
are in place. In addition to monthly review meetings, twice
each year evaluate completion of action plans (mid-year
and year-end) and determine whether to continue, modify
or discontinue existing plans, or develop new plans. Each
year during Step 6, evaluate key strategies and develop or
modify action plans as needed. As progress is made and
goals are achieved, communicate and celebrate successes,
including employee events and Board recognition as
appropriate.
Our Strategic Plan provides the Fund with a road map for
meeting our challenges and leveraging our strengths and
opportunities in providing excellent service to our annuitants,
members, and employers.

* Best funded statewide system
» 87.4 percent funded on a market basis
» 88.4 percent funded on an actuarial basis
* 174,098 actively participating members
» 118,038 benefit recipients
* 121,664 inactive members
» Profile of average active member in 2015
-Age: 47.9
- Service: 10.6 years
- Annual salary: $39,805
* Profile of average member who retired in 2015
- Age at retirement: 63.4
- Service at retirement 20.0 years
- Average monthly pension: $1,791

» Employees Regular = 4.5 percent of pay,
SLEP = 7.5 percent of pay

* IMRF has enforcement authority—employers pay required
contributions monthly and have a long history of

commitment
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Glossary of Budget Terms

A
ACSI (American Customer Satisfaction Index)

An index score reported by the Cobalt Community Research
survey of member satisfaction with pension inception. Cobalt
uses measurement methods similar to the University of
Michigan’s American Customer Satisfaction Index (ACSI), the
only uniform, cross-industry measure of satisfaction available
in the United States today. For over a decade, the index has
been considered the “gold-standard” for customer satisfaction
metrics in both the private sector and the federal government.

Action Plans

Each Strategic Goal is sponsored by an IMRF Director or
Manager. Each Sponsor is responsible for assigning team
members and developing high level Action Plans for a
Strategic Goal. These Action Plans provide direction towards
the achievement of the goals, but are expanded to include a
greater level of detail and corresponding time lines.

Active Member

A member currently working in an IMRF-qualified position
and making contributions to IMRF, or who is receiving IMRF
disability benefits.

Actuarial Assumptions

A formal set of estimates of what will happen to IMRF
members, e.g., salary increases, retirement age, mortality.
The assumptions are developed by the Board of Trustees with
assistance from independent actuaries. They are also used to
calculate funding levels and employer contribution rates.

Affinity Analysis

Through this analysis, an Affinity Diagram is created

which helps to synthesize large amounts of data by finding
relationships between ideas. The information is then gradually
structured from the bottom up into meaningful groups.

Annuitant

See “Retired Member.”

Asset Liability Study

A third party study to match revenues with future liabilities.
Assumed Rate of Return

IMREF’s actuarial studies set 7.5 percent as the long-term
assumed rate of return on investments.
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Authorized Agent

The employee designated by an employer (unit of government)
to administer IMRF locally.

B

Balanced Budget

A budget in which revenues equal expenditures.
Baldrige Award

The only formal recognition of the performance excellence
of both public and private U.S. organizations given by the
President of the United States.

Beneficiaries

The individual(s) or organization(s) members choose to receive
their IMRF death benefits. Also, individuals who choose to
receive their IMRF death benefit as a monthly payment.

Benefit Recipients

Those who receive some sort of benefit payment from IMRF,
including disabled or retired members, surviving spouses of
deceased members, and in some cases their children, etc.

Board of Trustees

A group of eight persons organized to oversee IMRF; seven
must be active members and one trustee must be receiving an
IMREF pension. Four trustees are elected by employers, three
are elected by active members, and one is elected by retired
members. The Board hires an Executive Director to administer
the Fund.

C
Capital Expenditures

An expenditure greater than $5,000 with an estimated useful
life of three years or more. Capital assets are depreciated over
their useful life and expensed each period.

CEM Benchmarking Study

CEM Benchmarking, Inc.’s Defined Benefit Administration
Benchmarking Analysis. IMRF participates in the CEM
analysis to evaluate its operations in such areas as benefit
administration costs, service levels, and industry best practices.
The CEM analysis aids IMRF in critically assessing the value
it provides to members and employers compared to other
retirement systems.
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CompData Surveys

CompData Surveys is a national compensation survey data
and consulting firm. Each year, they gather compensation
information from 5,000 organizations covering more than six

million employees across the country.
Compliance Certification Process

IMREF is required to fully adhere to federal, state, and local
laws, rules, and regulations governing all aspects of public
pension fund administration. Quarterly, Directors must certify
in writing that IMRF is in compliance with all applicable rules

and regulations.

Contributions

See “Member Contributions” and “Employer Contributions.”
Continuous Process Improvement (CPI) Program

A formal program implemented in 2008 to enhance customer

focus and ongoing improvement.

D
Defined Benefit (DB) Pension Plan

A retirement plan in which a member’s retirement income
is determined by a formula that typically uses age, years of
service, and salary history. Benefits are payable for life and the

investment risk is borne by the employer.
Defined Contribution (DC) Plan

A retirement plan in which a participant’s retirement income
is based upon the amount contributed and on the performance
of investment choices. These include 401(k), 403(b), and 457

plans. Investment risk is borne by the employee.
Disability Benefits

IMRF provides both temporary or total and permanent
disability benefit payments to active members. While on
disability, members can earn service credit and have the same

death benefit as if they were working.

E
Early Retirement Incentive (ERI)

At the employer’s option, a member can purchase up to five

years of service credit to qualify sooner for retirement. For
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each period of service credit purchased, the member’s age is
increased accordingly. The member must be at least age 50 and
have at least 20 years of service credit.

Elected County Official (ECO) Plan

This alternate benefit plan is available for some elected county
officials. This plan was closed to new members effective
August 8, 2011.

Emerging Investment Managers

As defined by the Illinois Pension Code, a qualified investment
adviser that manages an investment portfolio of at least $10
million but less than $10 billion, and is a “minority owned
business” or “female owned business” or “business owned by
a person with a disability” as those terms are defined in the
Business Enterprise for Minorities, Females, and Persons with
Disabilities Act.

Employee Engagement

IMRF administers an annual employee engagement survey.
IMRF analyzes the results and implements recommendations to

improve engagement.
Employer

IMRF employers are local units of government in the state of
[llinois (with the exclusion of the government of Cook County
and the city of Chicago). Agency types eligible or mandated to
join include school districts, counties, cities, villages, towns,
townships, park districts, library districts, and other special

districts, among others.
Employer Contributions

The percentage of payroll contributed by an employer and
submitted to IMRF each month. Each employer has a unique
contribution rate for each plan it participates in, determined by
its individual funding level, demographics, and any optional

programs it has adopted.

F
Fiduciary

Individuals required to exercise the highest standard of care
when dealing with another’s assets. In the case of IMREF, it’s
pension trust assets. The IMRF Board and staff are fiduciaries
to IMRF members.
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Fiduciary Counsel

The Illinois Pension Code requires Trustees to follow the
Prudent Man Rule and discharge their duties “solely in the
interest of the participants and beneficiaries.” IMRF retains
fiduciary counsel to review Board materials, attend meetings,
and offer guidance that helps Trustees fulfill their fiduciary

duties.
Field Services Representatives/Field Services

Seven IMRF Field Services Representatives work in
designated geographic areas to provide coverage for every
member and employer throughout the state. They are trained to
conduct counseling, provide educational programs, investigate
problems, and to serve as a local representative to employers,

members, and governing bodies.
Final Rate of Earnings

Average of the highest continuous 48 months (Tier 1) or 96

months (Tier 2) of the final 10 years of service.
FOIA (Freedom of Information Act)

The Freedom of Information Act (FOIA) is a U.S. federal
law that grants the public access to information possessed
by government agencies. Upon written request, agencies are
required to release information unless it falls under one of
nine exemptions. Though not an agency of state or federal

government, IMRF is subject to FOIA requirements.
Formula

The Regular plan formula to calculate a pension is 1-2/3
percent of the Final Rate of Earnings (FRE) for each of the
first 15 years of service credit, plus 2 percent of the FRE for
each year of service credit thereafter, with a maximum benefit
of 75 percent of the FRE. SLEP, and ECO have separate

formulas.
Fund

A fiscal entity with revenues and expenses which are
segregated for the purpose of carrying out specific activities

or attaining certain objectives in accordance with special
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regulations, restrictions, or limitation, and constituting an

independent fiscal and accounting entity.
Fund Balance

The cumulative difference between revenues and expenditures
over the life of a fund. A negative fund balance is usually

referred to as a deficit.
Funding
The ratio of IMRF’s assets to liabilities.

Funding, 100% Goal

An optimal state in which assets equal liabilities.

G

GAAP
(Generally Accepted Accounting Principles)

The common set of accounting principles, standards, and
procedures that companies use to compile their financial

statements.

GASB
(Governmental Accounting Standards Board)

The independent organization that establishes and improves
standards of accounting and financial reporting for U.S. state

and local governments.

H
Horizon

A key project within the Modernization Program and a key
strategic opportunity to develop a new, state-of-the-art pension

administration system.

I

Illinois Pension Code

Articles 1, 7, and 20 specifically govern IMRF operations.
(40 ILCS 5/1-101 et. seq)
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Illinois General Assembly (IGA)

The Illinois State Legislature. Any changes to the IMRF
plan must be introduced as legislation, passed by the General

Assembly, and signed into law by the Governor.
Illinois Performance Excellence (ILPEX)

Illinois Performance Excellence, a non-profit organization that
seeks to help other organizations improve their performance by
embracing the Baldrige Criteria for Performance Excellence
and aligning their processes to become more efficient and

sustainable
Inactive Member

A member who no longer actively contributes to IMRF, but

who has contributions on deposit for a future benefit.
Investment Consultant

IMRF’s current investment consultant is Callan Associates,
Inc., a fiduciary who works for the IMRF Board of Trustees
and makes recommendations on investment strategy and
asset allocation; reports on the performance of the investment
portfolio and investment managers; assists with the selection
or termination of investment managers; and recommends new

investment opportunities.
Investment Managers

IMRF hires independent, professional investment firms to
manage our assets. As of December 31, 2015, IMRF’s public
markets portfolio is managed by 48 professional investment
management firms handling 63 mandates. IMRF’s private
markets portfolio is invested with 39 investment firms across

65 separate funds.

J

K
Key Result Areas (KRA)

Five Action Plans — Financial Health and Sustainability,
Investment Returns, Customer Satisfaction, Workforce
Engagement, and Service and Operational Excellence — for
each Key Strategy to clarify the steps and responsibilities for

the tactics that will enable IMRF to accomplish its objectives

11/18/2016
90 2017 IMRF PROPOSED BUDGET

L
Leadership Scorecard

Leadership scorecards are IMRF’s highest-level scorecards. They
summarize those issues of highest-level importance to IMRF,
and are closely aligned with IMRF’s Strategic Plan. There are
currently five key categories measured on IMRF Leadership
Scorecards: Financial Health and Sustainability, Investment
Returns, Customer Service and Operational Excellence,

Workforce Engagement, and Modernization Program.

M
Master Trustee

A Master Trust is an arrangement where a trust company acts
as a Trustee to custody the assets or properties of IMRF. The
Master Trustee facilitates asset transactions and works with

IMREF staff and investment managers.
Member Contributions

The percentage of an IMRF member’s gross salary withheld
by the IMRF employer and submitted to IMRF each month

in order to fund their health and retirement benefits. These
monies are held until the member requests a refund or qualifies
to receive a pension, or when the member’s beneficiaries
receive a death benefit. The percentage is 4.5 percent for the
Regular plan and 7.5 percent for SLEP and ECO.

Members

Current or former employees of units of local government who
participate in any IMRF plan. See “Active Member,” “Retired

”

Member,” and “Inactive Member.” Also known as “participants.
Mission

It is IMRF’s mission to efficiently and impartially develop,
implement, and administer programs that provide income
protection to members and their beneficiaries on behalf

of participating employers in a prudent manner. IMRF
incorporates its mission into the Illinois Compiled Statute
40ILCS5/7-102.

Modernization Program

A comprehensive program (managed by the Program

Management Office) that includes replacing or upgrading
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IMREF’s technology systems, continuous process improvement,

and the expansion of IMRF’s customer service capabilities.

(0
Opportunity for Improvement (OFI)

Formal suggestions to improve any process or procedure,
e.g., modifying a current procedure, or implementing an
entirely new procedure to complete a task in a more effective,

customer-focused way. OFIs can be identified in many ways,

from staff suggestions to CEM benchmarking survey feedback.

P
Pension

A monthly payment paid as long as the member lives. It is
increased by 3 percent of the original amount each year. No

lump sum payouts are permitted.
Portfolio Benchmarks

A standard against which the performance of a security or
investment manager can be measured. Generally, broad market
and market-segment stock and bond indexes are used for this
purpose.

Program Management Office (PMO)

The work unit responsible for facilitating the Modernization

Program that will replace all current technology systems and
improvement processes. The PMO incorporates the evolution
of IMRF’s prior version of CPI.

Prudent Man Rule

Also known as “prudent” or “reasonable person” rule. This
standard assigns to the investment manager the responsibility
to restrict investments to assets that a prudent person seeking
reasonable income and preservation of capital might buy for

his or her own portfolio.

Q

QILDRO

Qualified Illinois Domestic Relations Orders (QILDROs) are
court orders that direct IMRF to pay a portion of a member’s

11/18/2016

retirement benefit or refund to an alternate payee, typically a

former spouse.

R
Regular Plan

Unless a member’s position qualifies for participation in an
alternate benefit plan (see “SLEP” and “ECO” plans), he or she
participates in IMRF’s Regular plan. Approximately 97 percent
of IMRF’s membership participates in this plan.

Reciprocal Act/System, Reciprocity

Reciprocity is a statutory requirement covering IMRF and 12
other Illinois public pension funds that allows a member’s
service credit to be combined to determine eligibility for and

the amount of retirement benefits.
Retired Member

A person receiving an IMRF pension or surviving spouse

pension.

S
Service Credit

This is the total time as an IMRF member, referred to as
service credit, service, or pension credits. Service is credited
monthly while working or while receiving IMRF disability
benefits. Service credits are one factor in determining the

retirement benefit.

Sheriff's Law Enforcement Personnel
(SLEP) Plan

This alternate benefit plan is available to county sheriffs,
deputy sheriffs, forest preserve rangers, airport police, and
certain police chiefs. It provides a different formula and earlier

retirement; members contribute 7.5 percent.
SIPOC

A method for analysis of work systems that identifies

Suppliers-Inputs-Process-Outputs-Customers.
Spectrum

IMREF’s proprietary mainframe computer pension

administration system.
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Sponsor

Each of IMRF’s Strategic Goals is assigned a sponsor, either a
director or manager. Each sponsor is responsible for assigning
team members and developing high level Action Plans for the

Strategic Goal.

Staff

An employee of IMRF. IMRF staff are also IMRF members.
Strategic Plan

Every three years, the IMRF Board and staff establish a multi-
year strategic plan. The 2017-2019 is includes objectives for the
four key result areas (KRAs).

T
Tier

A modification to a pension plan which offers reduced or
enhanced benefits to members participating in that tier; pension
plan tiers are often developed to provide reduced benefits to new
members. “Tier 1” is the legacy program that applies to people
entering the system prior to 1/1/2011. The “Tier 2 program
became effective for IMRF on January 1, 2011. Changes
included increasing the earliest retirement age, increasing the
years of service needed to vest for a pension (Regular and ECO
plan), and increasing the number of months used to calculate the

final rate of earnings.

U
Unit of Government

See “Employer.”
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Vv
Values

IMREF’s Values: Respect, Empathy, Accountability, Accuracy,

Honesty, Courage.
Vest

Vesting establishes the right to a guaranteed future monthly
retirement benefit. Under Tier 1, a member needs a minimum
of eight years of credit to vest for the Regular plan, 20 years

of SLEP service to vest for the SLEP plan, and eight years of
service in the same elected office to vest for the ECO plan.
Under Tier 2, a member needs a minimum of 10 years to vest for
the Regular, 10 years of SLEP service to vest for the SLEP plan,
and 10 years of service (eight in the same elected office) to vest
for the ECO plan.

Vision
IMRF’s Vision: “To provide the highest quality retirement
services to our members, their beneficiaries, and employers.”

W
Workforce Engagement

Engagement of workforce to demonstrate they are highly
involved with their work and the organization.

X
Y
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ILPE

ILLINOIS PERFORMANCE EXCELLENCE

THE THEME OF THIS BUDGET PRESENTATION, “STRIVING
FOR EXCELLENCE," IS INSPIRED BY IMRF'S CONTINUOUS
EFFORTS TO ADHERE TO THE BALDRIGE CRITERIA FOR
PERFORMANCE EXCELLENCE AS ADMINISTERED BY
ILLINOIS PERFORMANCE EXCELLENCE (ILPEx), THE
STATE'S AFFILIATE TO THE BALDRIGE PROGRAM. THE
COMPREHENSIVE FEEDBACK RECEIVED FROM ILPEX
PROVIDES GUIDANCE ON HOW IMRF MAY FURTHER
LEVERAGE ITS STRENGTHS AND PURSUE OPPORTUNITIES

— FORIMPROVEMENT.

S —— —— .




Locally funded, financially sound.

Oak Brook Office
2211 York Road, Suite 500
Oak Brook, IL 60523-2337

Springfield Regional Counseling Center
3000 Professional Drive, Suite 101
Springfield, IL 62703

Contact IMRF
1-800-ASK-IMRF (275-4673)
www.imrf.org



After questions and discussion, it was moved by Mr. Wallace, seconded by
Ms. Thompson, to approve the 2017 Planning and Budget Document.

Vote: Unanimous Voice Vote
Absent: None

(16-11-05) (IMRF’s Path to Sustainability) The Chair presented a
memorandum for discussion regarding continuing IMRF’s path to
sustainability.

He stated the reason for bringing this topic to the full Board for
discussion came about after he had several questions during the year
concerning IMRF’s investment return; employer rates; and, past and current
mortality rates.

The Chair presented the following recommendations for discussion and
consideration by the Board:

1. Decrease the assumed rate of return on a compounded basis from 7.5%
to 7.0%. Furthermore, the rate of return should be reviewed in
another five years to determine if another decrease would be
warranted.

2. Apply the same amortization periods for employers to either case of
an actuarial accrued overfunding or an actuarial accrued liability.
Either of these amounts will ultimately be amortized over a 15 year
period as IMRF works its way down from the current 26 year
amortization.

3. Through State legislation, create a Tier 3 for employees hired after
January 1, 2018, whereby the employee contribution rate would be
increased from 4.5% to 5.5%.

After questions and discussion, it was the consensus of the Board to
revisit this topic annually.

(16-11-06) (Pros and Cons of Changing the Investment Return
Assumption) The Executive Director discussed the pros and cons of
changing IMRF’s Investment Return Assumption. At issue was whether IMRF
should reduce this assumption. If so, when, how much, and how would it be
implemented.

Questions and discussion followed.

(16-11-07) (Employer Contribution Rate Volatility) The Executive
Director facilitated a discussion with the Board on employer contribution
rate volatility, noting that employer rates have been more volatile since
the start of the 215' century due to investment return volatility; asset
volatility ratio; amortization policies adopted by the IMRF Board; and,
the number of employees with an employer. The focus of the discussion was
on amortization policies adopted by the Board.

The Executive Director also presented two options for Board consideration.
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After questions and discussion, it was moved Mr. Miller, seconded by Ms.
Stanish, to approve the following changes to IMRF’s funding policy:

- Apply the same amortization periods to both the overfunded actuarial
accrued liability and unfunded actuarial accrued liability. Please
Note: for 2017, that period is a closed 26 years until the
remaining period reaches 15 years (then 15-year rolling period).
Surpluses in a plan can be used to satisfy early retirement
incentive costs so long as the reserve balance (on an actuarial
basis) does not drop below 100%. The surplus would be applied to
the extent it is available at the employer’s request. If the
surplus is insufficient to satisfy all the early retirement
incentive costs, then the remaining balance will be amortized for a
period up to 10 years selected by the employer upon adoption of the
ERI .

Vote: Unanimous Voice Vote
Absent: None

(16-11-08) (Change in Employee Contribution Rate) The Executive
Director presented a memorandum for discussion regarding increasing the
employee contribution rate from 4.5% to 5.5%.

Questions and discussion followed.

(16-11-09) (Consent Agenda) The Chair presented an agenda consisting of a
Consent Agenda. The following items remained on the Consent Agenda since no Board
member asked for their removal.

Approval of Minutes

Regular Meeting 16-08-26

Schedules - Dated October, 2016

Schedule A - Benefit award listing of retirement, temporary
disability, death benefits, and refund of employee
contributions processed during the preceding calendar
month under Article 7 of the Illinois Pension Code.

Schedule B - Adjustment of Benefit Awards showing adjustments required
in benefit awards and the reasons therefore.

Schedule C - Benefit Cancellations.

Schedule D - Expiration of Temporary Disability Benefits terminated
under the provisions of Section 7-147 of the Il1linois
Pension Code.

Schedule E - Total and Permanent Disability Benefit Awards recommended
by the Fund®"s medical consultants as provided by Section
7-150 of the Illinois Pension Code.

Schedule F - Benefits Terminated.
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Schedule G

Schedule P

Schedule R

Schedule S

- Administrative Benefit Denials.

- Administrative Denial of Application for Past Service
Credit.

- Prior Service — New Governmental Units

- Prior Service Adjustments

Schedules - Dated November 18, 2016

Schedule A

Schedule B

Schedule C

Schedule D

Schedule E

Schedule F
Schedule G

Schedule P

Schedulle R

Schedule S

Participation of

Benefit award listing of retirement, temporary
disability, death benefits, and refund of employee
contributions processed during the preceding calendar
month under Article 7 of the Illinois Pension Code.

- Adjustment of Benefit Awards showing adjustments required
in benefit awards and the reasons therefore.

- Benefit Cancellations.

- Expiration of Temporary Disability Benefits terminated
under the provisions of Section 7-147 of the Il1linois
Pension Code.

- Total and Permanent Disability Benefit Awards recommended
by the Fund®"s medical consultants as provided by Section
7-150 of the Illinois Pension Code.

- Benefits Terminated.

- Administrative Benefit Denials.

- Administrative Denial of Application for Past Service
Credit.

- Prior Service — New Governmental Units

- Prior Service Adjustments

New Units of Government

Village of Payson

County: Adams

2016 Rate: 8.32%

Effective Participation Date: December 1, 2016
Number of Participating Employees: 2

MTAD 3-18
County: Coles

2016 Rate: 8.60%

Effective Participation Date: January 1, 2018
Number of Participating Employees: 1
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Scott County Housing Authority

County: Scott

2016 Rate: 22.16%

Effective Participation Date: December 1, 2016
Number of Participating Employees: 5

West Central Joint ETSB

County: Morgan

2016 Rate: 9.60%

Effective Participation Date: December 1, 2016
Number of Participating Employees: 16

Bids

Microsoft Exchange Purchase and Maintenance
Approved Bidder: En Pointe, Inc.
Approved Bid: $44,986.07

Presort Services
Approved Bidder: RRD Presort Services
Approved Bid: $734,052.39

It was moved by Ms. Henry, seconded by Ms. Copper, to approve the items on the
consent agenda.

Vote: Unanimous Voice Vote
Absent: None

(16-11-10) (Financial Reports) The Chair presented the following financial
reports for approval.

. Review of September, October and November Financial Reporting Packages

. Statement of Fiduciary Net Position for July, August and September 2016

. Impact of 2016 Year-To-Date Investment Income on Employer Reserves,
Funding Status and Average Employer Contribution Rates

. Schedule T — Report of Expenditures for August, September, October

It was moved by Ms. Copper, seconded by Ms. Thompson, to approve the Financial
Reports as presented.

Vote: Unanimous Voice Vote
Absent: None

(16-11-11) (Benefit Review Committee Meeting) The Chair of the
Benefit Review Committee reported on the Benefit Review Committee Meeting
held on October 27, 2016.

It was moved by Ms. Copper, seconded by Ms. Stanish, to accept the following
recommendations of the Benefit Review Committee:

- To overturn staff’s original determination to deny Robert Collins total
and permanent disability benefits.
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- To defer action on the total and permanent disability case of Hillaria
G. Garcia until Ms. Garcia is adequately informed in Spanish of the
documentation needed by IMRF.

- To uphold staff’s original determination to deny Susan Y. DeSuze total
and permanent disability benefits.

- To defer the matter of Christan D. Brown’s total and permanent
disability pending a review of the file by the member and the Benefits

Department.
Vote: Unanimous Voice Vote
Absent: None

(16-11-12) (Report of the Investment Committee Meeting) The Chair of
the Investment Committee reported on the meeting held November 17, 2016.

The Investment Committee heard a presentation from a private equity manager,
Vistria Fund 11, L.P_, followed by recommendations from staff.

It was the consensus of the Investment Committee to recommend the Board
approve the following recommendations:

e For Private Equity

o allocate up to $75 million to Vistria Fund Il, L.P., subject
to satisfactory legal due diligence; and

0 authorize Staff to complete all documentation necessary to
execute this recommendation.

Next, Staff and Consultant presented the Third Quarter 2016, and October
2016, Performance Reviews of IMRF’s investment portfolio.

It was moved by Ms. Stanish, seconded by Mr. Miller to approve the
recommendations of the Investment Committee.

Vote: Unanimous Voice Vote
Absent: None

(16-11-13) (Report of the Legislative Committee Meeting) The Chair
of the Legislative Committee reported on the meeting held November 17,
2016.

It was the consensus of the Legislative Committee to recommend the
following items be included on the Board’s 2017 Legislative Agenda:

- Codify current Board rule that IMRF will accept one past service
purchase payment after termination, as long as a valid
application is received while the member is still active;

- Require that Board candidates be vested in IMRF in order to
qualify to run for the Board; and

- Clarify that the Accelerated Payment will be applicable if the
increase in reported earnings is more than the greater of 6% or
1.5 times CPI.

Next, it was the consensus of the Legislative Committee to reaffirm the
current Legislative Committee Charter.
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It was moved by Mr. Miller, seconded by Mr. Wallace, to approve the
recommendations of the Legislative Committee.

Vote: Unanimous Voice Vote
Absent: None

(16-11-14) (Executive Director Search Committee) The Chair stated
that with the retirement of IMRF’s Executive Director, Louis Kosiba, on
December 31, 2017, it is appropriate to form an Executive Director Search
Committee.

The Chair noted that the Committee would act as a working group to
implement and conclude the search for a new Executive Director, and that
all final action would be taken by the full Board.

It was moved by Mr. Kuehne, seconded by Mr. Miller, to form an Executive
Director Search Committee and appoint the following members:

Chairperson: Gwen Henry

Members: Sue Stanish
Sharon U. Thompson
Alex Wallace, Jr.
Tom Kuehne

Vote: Unanimous Voice Vote
Absent: None

(16-11-15) (2017 Employer Contribution Rates) The Chief Financial
Officer presented the 2017 Employer Contribution Rates for Board approval.

It was moved by Ms. Henry, seconded by Ms. Thompson, to approve the 2017
Employer Contribution Rates.

Vote: Unanimous Voice Vote
Absent: None

(16-11-16) (Litigation Update) The following is an update of the
currently pending or recently concluded litigation:

IN RE TRIBUNE CO, ET AL. ., THE OFFICIAL COMMITTEE OF UNSECURED CREDITORS OF
TRIBUNE CO, ET AL. VS. FITZSIMONS, ET AL.

Summary: The unsecured creditors in the Tribune bankruptcy have sued
investors who sold their Tribune stock at the time of the buyout. The
plaintiff’s theory is that the buyout was fraudulent and therefore a
portion of those stockholders” proceeds from the stock sale was due to
the fraud and should be returned to the Tribune’s bankruptcy estate.

Status: The portion of the creditors” complaint based on the theory of
constructive fraudulent transfer was dismissed on motions and that decision
has now been upheld on appeal. A motion to dismiss the intentional
fraudulent transfer claim is pending.
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VILLAGE OF OAK BROOK V. THOMAS SHEAHAN. ET. AL. (13 MR 942) DUPAGE CO.

Summary: This is an administrative review action challenging the IMRF
Board’s decision upholding the granting of MEABF and Deerfield credit
transfers to Thomas Sheahan, the former police chief of Oak Brook and
denying the Village’s request to recalculate their liability excluding
the service credits transferred from MEABF and Deerfield.

Status: On June 26, 2015 the Second District Appellate Court upheld Judge
Sheen’s decision to overturn the decision of the IMRF Board and found the
transfers invalid. The Supreme Court declined to hear the case.

Status: IMRF’s motion to dismiss Sheahan’s Second Amended Counterclaim was
granted and Sheahan was given leave to file a Third Amended Counterclaim.
IMRF has filed a motion to dismiss the Third Amended Counterclaim which is
set for a hearing on November 9, 2016, this hearing was continued to a
December 8, 2016 status date.

THOMAS SHEAHAN V. IMRF (15 MR 418) DUPAGE CO.

Summary: This case transpired as a result of the Circuit Court and
Appellate Court finding in the 2013 Oak Brook case that Sheahan’s credits
were improperly transferred. After the Circuit Court determined the
transfers invalid, IMRF stopped Sheahan’s pension and Sheahan appealed to
the IMRF Board. This case was an appeal of the February 24, 2015 BRC
decision to uphold the termination of Mr. Sheahan’s pension payments. Mr.
Sheahan claimed that IMRF could not terminate his benefits more than 35
days from the date of its first decision in the Oak Brook case. Sheahan
also claimed IMRF was estopped from terminating his benefits since IMRF
told Sheahan what to do and Sheahan followed IMRF’s instructions in
transferring his service credits from MEABF and the Deerfield Police
Pension Fund. The Circuit Court agreed with Sheahan that IMRF could not
make a decision more than 35 days after the decision in the Oak Brook case
(where IMRF believed the transfers were valid) and IMRF appealed.

Status: The Appellate Court upheld the IMRF Board’s decision and Sheahan
has filed a Petition for Leave to appeal with the Illinois Supreme Court.
The PLA was denied and this case will be coming off the report.

KATHLEEN KONICKI V. IMRF (14 MR 32) (SANGAMON CO)

Summary: Administrative review challenging the Board’s decision that Ms.
Konicki was not eligible to convert service into Original ECO.

Status: On July 29, 2016, Judge Belz upheld the IMRF Board’s decision
finding that the law clearly did not allow Plaintiff to participate in
Original ECO and that the law creating Revised ECO did not violate the
Pension Protection Clause. Plaintiff had 30 days from July 29, 2016 to
file a notice of appeal. She did not do so, however, it was discovered that
the court clerk never mailed Plaintiff the judge’s order. There may be an
issue regarding Plaintiff’s ability to file a notice of appeal. Konicki
has filed a motion for relief from Judgment which is set for presentation
on December 16 in Sangamon County.
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ROGER C. BOLIN v. IMRF (PUTNAM COUNTY 14 MR 23)

Summary: Appeal of Board decision to deny omitted service application and
enrollment of Putnam County Public Defender.

Status: This case is currently being briefed. IMRF has filed its brief.
IMRF has motioned the case up for a hearing on 1/19/2017.

MCLEAN COUNTY V. IMRF (MCLEAN COUNTY 2016 MR 563)

Summary: This is an appeal from the IMRF Board’s decision denying an
exemption from the AP for a charge to McLean County that resulted from a
payment of back wages under a collective bargaining agreement that was
entered into after January 1, 2012. The County also charges a violation
of the Open Meetings Act by IMRF claiming that its Board Agenda was not
sufficiently detailed regarding the decision.

Status: This is a newly filed case. IMRF”s appearance is due on July
28, 2016 and a case management call is set for December 1, 2016 before
Judge Lawrence.

MOTORS LIQUIDATION COMPANY AVOIDANCE ACTION TRUST VS. JP MORGAN CHASE, ET
AL. (US BANKRUPTCY CT., SO. DIST. OF N.Y.)

Summary: This is an adversary action stemming from the General Motors
bankruptcy. A loan in which IMRF was an investor was paid off after the
bankruptcy filing. It was later discovered that an error, before the
bankruptcy, had released part of the security. A group of unsecured
creditors sued to force the recipients of the loan pay-off proceeds to
return them. It took several years before the plaintiffs could find all of
the investors to serve notice of the lawsuit.

Status: IMRF was only recently served notice that it is a defendant in
this matter. The parties are currently arguing about the value of the
remaining security. We are sharing our defense counsel with several other
public pension funds.

MCKNIGHT V. MCKNIGHT (DUPAGE COUNTY)

Summary: This is a divorce case. IMRF was joined as a necessary party.
IMRF mistakenly accepted a QILDRO which had wrong calculations attached.
Now it cannot be administered by IMRF and an amended QILDRO is required
because the prior QILDRO requires payment of more than the member’s
pension.

Status: IMRF has agreed to participate as a necessary party and has
entered its appearance. A rule to show cause petition was filed against
IMRF and Mr. Mcknight. IMRF has responded. A hearing is set for October
26, 2016. The court refused to hold IMRF in contempt and the case will
proceed to a resolution between the parties limited the amount of Mr.
McKnight’s pension.

11/18/2016 Page 268758



THERESA MILLER V. IMRF (16 MR 58 MONROE COUNTY)

This is an administrative review of the Board’s decision to deny total and
permanent disability benefits to Ms. Miller. IMRF’s answer and
appearance are due on 11/28/2016.

KATHERINE HADLER (16 MR 1375) DUPAGE COUNTY

This is an administrative review of the Board’s decision to deny total and
permanent disability benefits to Ms. Hadler. IMRF’s answer and
appearance are due on 11/21/2016

(16-11-17) (Executive Session) The Chair asked for a motion to go into
executive session for the purpose of discussing pending litigation, under
section 2(c)(11) of the Open Meetings Act.

Motioned by: Copper
Seconded by: Wallace

Vote:
Aye: Miller, Stanish, Thompson, Wallace, Williams, Copper, Henry
Nay: None
Absent:None

It was moved by Ms. Copper seconded by Ms. Thompson that the Board go back
into open session.

Vote:
Aye: Miller, Stanish, Thompson, Wallace, Williams, Copper, Henry
Nay: None
Absent:None

(16-11-18) (2017 Board Meeting Dates) The Executive Director presented four
proposed lists of 2017 Board Meeting dates.

After questions and discussion, it was moved by Ms. Stanish, seconded by Mr.
Wallace, to adopt the following 2017 Board Meeting dates:

e February 17, 2017
e March 31, 2017

e May 19, 2017

e August 18, 2017

e November 17, 2017
e December 15, 2017

Vote: Unanimous Voice Vote
Absent: None
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(16-11-19)(Trustee Forum) The Chair reported the following Trustees
requested authorization from the Board for the following conferences:

Natalie Copper Pension and Financial Services Conference
NASP
June 26-28, 2017
Los Angeles, CA

63" Annual Employee Benefits Conference
International Foundation

October 22-25, 2017

Las Vegas, NV

Alex Wallace, Jr. Pension and Financial Services Conference
NASP
June 26-28, 2017
Los Angeles, CA

63" Annual Employee Benefits Conference
International Foundation

October 22-25, 2017

Las Vegas, NV

Tom Kuehne 63" Annual Employee Benefits Conference
International Foundation
October 22-25, 2017
Las Vegas, NV

It was moved by Ms. Thompson, seconded by Ms. Henry, to approve the above
Trustee requests.

Vote: Unanimous Voice Vote
Absent: None

(16-11-20) (Resolution of Appreciation) Members of the Board of
Trustees honored A. McKinley “Mack” Reynolds, 111, who has served as IMRF’s
public relations consultant since 2006 with the following Resolution:

WHEREAS, A. McKinley “Mack™ Reynolds, 111, has faithfully served as
public relations consultant to the Illinois Municipal Retirement Fund since
2006, and;

WHEREAS, A. McKinley “Mack” Reynolds, 111, partner-in-charge of
public relations services for Sikich, LLP, supported IMRF in developing and
defining IMRF’s first public outreach plan, and;

WHEREAS, A McKinley “Mack” Reynolds, 111, facilitated communication
and transparency between IMRF and its external stakeholders through the
execution of hundreds of public outreach tactics, and;

WHEREAS, A. McKinley “Mack” Reynolds, 111, bolstered external

stakeholder understanding and trust in IMRF through the rebranding of
IMRF>s graphic identity, and;
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WHEREAS, A. McKinley “Mack” Reynolds, 111, improved communication and
transparency between IMRF and its external stakeholders through the
replacement and modernization of IMRF’s public website, and;

WHEREAS, A. McKinley “Mack™ Reynolds, 111, earned public recognition
and honor for IMRF through its reception of four awards from the Publicity
Club of Chicago for effective government affairs communication, and;

THEREFORE, BE IT RESOLVED, that the IMRF Board of Trustees recognizes
and honors A. McKinley “Mack” Reynolds, 111, for his significant
contributions and excellent service to the Illinois Municipal Retirement
Fund.

Adopted by the IMRF Board of Trustees on Friday, November 18, 2016.

Members of the Board of Trustees also honored Lawrence J. Moss, IMRF’s
Fiduciary Counsel, since 1997 with the following Resolution:

WHEREAS, Lawrence J. Moss, IMRF’s Fiduciary Counsel, has faithfully
served the IMRF Board of Trustees since April 1997, and;

WHEREAS, Lawrence J. Moss, a partner with Seyfarth Shaw, LLP, has
supported the Board in maintaining the highest level of governance
standards and practices, and;

WHEREAS, over the course of nearly 20 years, Lawrence J. Moss has
participated in more than 190 IMRF Board of Trustees meetings, and;

WHEREAS, during his tenure, Lawrence J. Moss has advised the Board on
numerous issues, including, but not limited to, boundaries of fiduciary
responsibility; measures that effectively insulate IMRF from potential
liability; measures that protect individual fiduciaries from co-fiduciary
liability; the Illinois State Pension Code; the exercise of interpretive or
discretionary powers; funding obligations; conflicts of interest; and;

WHEREAS, Lawrence J. Moss has played a pivotal role in the Board
developing a formal policy for the filling of vacant positions on the Board
of Trustees, thereby enabling Board members to better Ffulfill their
obligations as fiduciaries to the trust fund, and;

THEREFORE, BE 1T RESOLVED, that the IMRF Board of Trustees recognizes
and honors Lawrence J. Moss for his significant contributions and excellent
service to the Illinois Municipal Retirement Fund.

Adopted by the IMRF Board of Trustees on Friday, November 18, 2016.

Next, members of the Board of Trustees honored IMRF’s 75 Anniversary with
the following Resolution:

WHEREAS, the I1l1l1inois Municipal Retirement Fund (IMRF) was
established on July 29, 1939 by the 615t I1llinois General Assembly to
provide retirement, death, and disability benefits to employees of local
government in Illinois, and;
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WHEREAS, on January 1, 1941, IMRF formally began operations,
collecting contributions from five employers: the City of Evanston, the
City of Galesburg, the Village of Riverside, the Rockford Park District,
and the City of Rockford, and;

WHEREAS, in 2016, IMRF celebrated its 75" anniversary with a
commemorative logo, events celebrating IMRF’s Board of Trustees, employers,
and staff, presentations to the first five employers, and special editions
of IMRF’s newsletters, and;

WHEREAS, IMRF has grown from its first investment of a $5,000 U.S.
Treasury Bond to more than $34.5 billion in assets as of December 31, 2015,
and;

WHEREAS, IMRF’s account is financially sound, including an aggregate
funding status of 87.4 percent as of December 31, 2015, and;

WHEREAS, IMRF had 174,098 active members, 118,038 retirees, and
121,664 i1nactive members, as of December 31, 2015, and;

WHEREAS, IMRF had 2,972 units of government participating in IMRF, as
of December 31, 2015, and;

WHEREAS, in 2015, IMRF paid $1.49 billion in benefits to Illinois
residents, which generated $2.18 billion in statewide economic activity,
and;

WHEREAS, in its 75-year history, IMRF has paid more than $18.75
billion in retirement, death, and disability benefits to Illinois” public
servants, and;

WHEREAS, IMRF has 189 employees currently participating in the fund,
with an employee engagement rate in the 94 percentile for 2016, and;

WHEREAS, for 75 years, IMRF has been a leader in the Illinois public
pension environment, developing a proud legacy and laying the foundation
for a bright future for thousands of members, retirees, and employers;

THEREFORE, BE IT RESOLVED, the IMRF Board of Trustees recognizes and
honors IMRF for its 75-year history serving hundreds of thousands of
municipal employees and employers throughout the state of Illinois.

Adopted by the IMRF Board of Trustees on Friday, November 18, 2016.

It was moved by Ms. Thompson, seconded by Ms. Henry, to adopt the above
Resolutions.

Vote: Unanimous Voice Vote
Absent: None
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(16-11-21) (Adjournment) It was moved by Mr. Wallace, seconded by
Ms. Henry, to adjourn the Board Meeting at 1:00 p.m., to reconvene in the Fund
offices, 2211 York Road, Suite 400, Oak Brook, Illinois, at 9:00 a.m. on
December 16, 2016.

Vote: Unanimous Voice Vote
Absent: None

President Date

Secretary Date
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Schedules A, B, C, D, E, F, G, P, R and S are
omitted from this copy of Minutes. These
schedules are identical to schedules attached to
Minutes distributed to Board of Trustees prior to

meeting.
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