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Public School Teachers' Pension and Retirement Fund of Chicago

92ND ANNUAL REPORT OF THE BOARD OF TRUSTEES
For the Fiscal Year Ended August 31, 1987

A SUMMARY OF THE YEAR'S OPERATION
by
It is appropriate that two important sections of the Illinois Revised Statutes be cited
year
way of introduction to this 92nd Annual Reportof the Board of Trustees forthe fiscal
ended August 31,1987. Chapter 1081/2 Articles 17-137 and 17-153 provide that, "there
r
shall be elected a Board of Trustees, herein also referred to as the 'board', to administe
of 10
and control the Fund created by this Article. The Board of Trustees shall consist
shall be
members, 2 of whom shall be members of the Board of Education, 6 of whom

contributors, and 2 of whom shall be pensioners."

"At the end of each fiscal year the board of trustees shall have the accounts and records

the
of the Fund audited by certified public accountants. Within 2 weeks after receiving
ndent
Superinte
State
the
with
report
audit
the
of
copy
a
file
shall
board
the
audit report,

of Education and the Auditor General."

It is my pleasure, therefore, to present this publication in accordance with pertinent
statutes and established practice. As in the past, several sections follow: (1) An introductory section containing a summary of the year's operations; (2) The Actuary's Report,

consisting of information processed and developed by the Fund's actuary, Sandor
(3)
Goldstein, ESA„ based on an actuarial evaluation of the Fund as of August 31,1987,
results of the
The Accountant's Report which contains financial statements reflecting the
Public
independent audit conducted by the firm of Ernst & Whinney, Certified contriand
Accountants; (4) An appendix containing a summary of the principal benefit
bution provisions of the law governing the Fund.

two parts are the
This annual report is one of a three-part year-end printing. The other
member and
Actuarial Statistics, containing many tables and columnar analyses of
appraisal of the
annuitant data, and the Investment Report, a detailed listing and market

investment
Fund's investment account, including a copy of the statute describing the
vehicles allowed for the Fund.

OVERVIEW
sby mailing
The Fund maintained a ninety-two year record of continuous benefit payment
checks to 10,450 annuitants. Benefits totaled over $126 million in all. The average

retirement pensioner received a pension of $1,105.67 while the average pension of

$259
those retiring during the year was $1,500.67. Investment earnings increased from
assets
million to $285 million, including a net gain on sales of $119 million. Fund

increased to $2,606 million as of 8/31/87 versus $2,243 million as of 8/31/86.

REVENUES
law, as
The resources needed to finance the current benefits provided underthe pension

well as the long term reserves requisite to benefit payments in the future, are accumu-
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lated through collection of employer and employee contributions added to investment
$447.5 million in the previous year,

earnings. For fiscal 1987 these revenues totaled $487.7 million. This compares with

Sources of Revenue
Employee contributions
Employer contributions

Investment earnings
Total revenues

1987 (millions)
$ 67.4

136.0
284.3
$487.7

1986 (millions)
$ 63.7
125.2

Increase
$ 3.7
10.8

258.6
$447.5

$40.2

25.7

The total rise in revenues was due to continuing increases in investme
nt earnings with
less

effects from changes in active or retired members, their number remaining
fairly
s.

constant YE 86 to YE 87. Benefits were again increased but not in a fashion
requiring
new tax resource

DISBURSEMENTS
Disbursements made by the Fund include: refunds to membe
School System without making application for annuities; deathrs leaving the Chicago
benefits on behalf of
legatees or heirs of

teaching or retired members; pension payments which
paid for life or attainment of majority in the case of minors or until remarri by statute are
age in the case
of spouses who remarry before age 55.
Expenditures
Pensions
Refunds
Death benefits
Administrative expenses
Total

1987

1986

(millions)

(millions)

117.7

106.6

6.5
1.8
1.0
127.0

6.5
1.5

1.0
115.6

Increase

amount_
11.1
0.0
.3

0.0
11.4

Of particular note and to the credit of the Fund's management
and staff is the constant
total of costs to run the pension Fund office. This is in spite of
rising salaries, rent, and
utility costs. Savingsof $5,000 were dueto uncontested trustee
elections asthe Fund did
not have to pay for printing ballots, boxes, registration lists, and the
other incidental costs
of conducting elections. Other economies were a reduction in
actuarial fees and a
modest increas

e in data processing costs, mostly due to programming and proces
sing
changes necessitated by benefit law amendments. Still, with millions
thousands of checks produced each year, the use of an outside service of records and
bureau with the

Fund's proprietary library of programs and routines, resulted
in total data processing
costs under $75,000 per year. Considering the age of and amendm
ents made to the
systems, however, the Fund may be required to update system
s in the foreseeable future
in order to

maintain established high standards of accuracy and service
to members.

FUNDING
The actuarial liability of the Fund as of August 31,198
7 amounted to $3,935.1 million.
The actuarial value of assets as of the same date amounted
to $2,843.5 million, resulting
in an unfunded actuarial liability of $1,091.6 million. The funded
ratio, or ratio of assets to
the

actuarial liability is 72.3%, In comparison, as of August 31,
liability and decrease in funded ratio is primarily attributable
to

1986, the unfunded
liability was $887.8 million, and the funded ratio was
72.8%. This increase in unfunded
benefit

increases
enacted under Public Act 84-1472 which was signed
into law on January 23,1987.
A high funding level gives members a greater degree of assuran
ce that their pension
benefits are secure. The advantage of a well funded retireme
nt system is that members
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can look to assets that are irrevocably committed to the payment of their retirement

benefits. Although the current level of funding is very good in comparison with past

years, constant effort should be directed to improving this level, thereby assuring
members of a financially sound pension Fund.

INVESTMENTS
In a communication from the Fund's investment advisor, recent years were marked as

very successful both in absolute terms and in contrast to earlier periods. The advisory

firm said, "To give some perspective it is pointed out that in fiscal 1982 the market value
of Fund assets reached a new high in excess of $1 billion for the first time in history This
year of 1987 saw a market value of over $3 billion. Your portfolio continued to set new
records in fiscal 1987 with income, book value and market value-all at new highs. The

total portfolio had a net return of 13.4% with the stocks making a majorcontribution while
bondslagged dueto higherinterest rates. Probablymore significantisthe last five years'

results that have averaged better than 18%."

"As of August 31,1987, the invested assets of the Fund totaled $2,487 million at book
value and $3,171 million at market value. This compares with $2,108 million at book and
$2,718 million at market a year ago. Recent events would confirm that we cannot
maintaintheexcellentratesof the mid-eighties. However, the longterm nature of the Fund

with its balanced investment approach, which is currently placing even greater emphasis on preservation of principal, and the conservative policies of the trustees, assure
continued success and ample assets to meet present and future pension requirements.

LEGISLATIVE DEVELOPMENTS
House Bill 2630 passed the Legislature and was signed by the Governor January 23,
1987 as Public Act 84-1472. The following is a list of the salient changes affecting the
Fund by Public Act 84-1472.
(1) Provides a minimum survivor's pension of 50% of a member's earned pension.

(2) Grants authority to the Fund to provide reimbursement of up to 50% of the cost of

premium payments for group health insurance for retirees, not exceeding a total of
$3,000,000 per year.

(3) For pensioner's whose retirement pension began on or before January 1, 1977,

provides an increase in the monthly retirement pension of $.08 per year of creditable
service times the number of years elapsed since the retirement pension began. For
survivors whose survivor's pension began on or before January 1,1977, provides an
increase in the monthly survivor's pension of $1 foreach yearelapsed sincethe pension

began.

House Bil12715 was passed and signed by the Governor in December 1987 as Public
Act 85-964. Two important parts of Public Act 85-964 affecting the Chicago section of
the Illinois Pension Code (Article 17 of Chapter 10816 of the Illinois Revised Statutes)
resulted. The first will deny pension benefits to any member convicted of a felony arising

out of or in connection with his or her service as a teacher

that may
A second change increased from $3,000,000.00 to $8,000,000.00 the amount

be used by the trustees in any year to assist pensioners in their health care insurance

the
expenses. The exact amount payable to each recipient cannot be calculated until
at health
end of fiscal year 1988. During the interim the trustees are looking very closely
of
care plans currently in effect for annuitants through the auspices of the Board
Education.
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Through the cooperative efforts of the trustees, the Board of Education, employee
/
retiree organizations, and plan members I am confidentthat Chicago teacher-pensioners

can have the most cost efficient health care insurance programs that can be provided for
retired public employees.

CONCLUDING COMMENT
Special thanks are extended here to the fine group of people who have
served

on the
trustee board over the last decade. Never had there been as many
changes of the
magnitude these trustees faced. They serve without pay and give unselfis
hlyof their time
in the

adjudication of claims and struggle with difficult legal and equity problem

satever

y
regular and special board meeting. Members can devote themselves
to their teaching
duties

or pleasurable retirement years knowing thattheir pension plan is
law, guaranteed by the State Constitution and executed by trustees one written into
of the highest
integrity,
knowledge and long experience.

And as our trustees would be hard to replace, so too would be
the staff and management
of the

pension office. They passed their fifth year in new quarters after
being housed at
the old office for fifty years. Executive Director James
F. Ward, MBA, C.F.A, also
marked an anniversary with the Fund. It was twenty years ago
when he left the classroom
to become Fund office manager. Whether supervising staff,
working on Fund publications, or advising before the trustees or State Legislature, his
work is always clear, direct,
and efficacious. We thank him and the staff on his twentie
th anniversary.

/*«44&)£&0 ROBERT I WILKIE

President

Board of Trustees
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ACTUARY'S REPORT
on the

Public School Teachers' Pension and Retirement Fund of Chicago

S. Goldstein and Associates

180 North LaSalle Street
Suite 700
Chicago, Illinois 60601
(312) 726-5877

January 28, 1988

Board of Trustees
Public School Teachers' Pension
and Retirement Fund of Chicago

205 W. Wacker Drive
Chicago, Illinois 60606

Ladies and Gentleman:
Re:

Actuarial Valuation As of August 31, 1987

I am pleased to submit my actuarial report on the financial position and
funding requirements of the Public School Teachers' Pension and Retirement
Fund of Chicago based on the actuarial valuation as of August 31, 1987.

The report consists of 10 Sections and 3 Appendices as follows:

Section
Section
Section
Section
Section

A
B
C
D
E

-

Purpose and Summary
Data Used For Valuation
Fund Provisions
Actuarial Assumptions and Cost Method

Section
Section
Section
Section
Section

F
G
H
I
J

-

Employer's Normal Cost

Appendix 1
Appendix 2
Appendix 3

Actuarial Liability

Employer's Funding Requirement
Reconciliation of Change in Unfunded Liability
Value of Credited Projected Benefits
Certification
- Summary of Actuarial Assumptions
- Summary of Principal Provisions
- Glossary of Terms

with you at your
I would be pleased to discuss any aspects of this report

convenience.

Respectfully submitted,

%04--£92&*A
Sandor Goldstein 6
Fellow of the Society of Actuaries
Enrolled Actuary 3402
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A. PURPOSE AND SUMMARY
We have carried out an actuarial valuation of the Public School Teachers' Pension and
Retirement Fund of Chicago as of August 31,1987. The purpose of the valuation was to
determine the financial position and funding requirements of the pension Fund. This

report is intended to present the results of the valuation. The results of the valuation are

summarized below:
1.
2.
3.
4.
5.
6.

Total actuarial liability
Actuarial value of assets
Unfunded actuarial liability
Funded Ratio
Employer's normal cost (percent of payroll)
Employer's annual contribution requirement of normal cost

$3,935,062,675
2,843,462,630
1,091,600,045
72.3%

7.15%

plus interest on unfunded actuarial liability

$ 136,794,102

percent of payroll

16.32%
$3,658,304,688

7. Employer's annual contribution requirement as a
8. Actuarial present value of credited projected benefits

B. DATA USED FOR THE VALUATION
Participant Data. The data required to carry out the valuation was supplied by the Fund.
The membership of the Fund as of August 31,1987 on which the valuation has been
based is summarized in Exhibit 1. Itcan be seen thatthere were 28,548 contributors
and
10,445 pensioners and other beneficiaries included in the valuation. The total active
payroll as of August 31,1987 was $838,400,296.

EXHIBIT 1
Summary of Membership Data
1. Number of Members.
(a) Contributors
(b) Members Receiving
(i) Service Retirement Pensions
(ii) Reciprocal Pensions
(iii) Disability Pensions
(iv) Survivor Pensions

(v) Reversionary Pensions

28,548
7,614
1,279
285
1,220

47

(c) Total

38,993

2. Annual Salaries
(a) Total salary
(b) Average Salary

$838,400,296
$29,368

3. Total accumulated contributions

of contributors

$626,941,978

4. Annual Benefit Payments Currently Being Made
(a) Service Retirement Pensions
(b) Reciprocal Pensions
(c) Disability Pensions
(d) Survivor Pensions
(e) Reversionary Pensions

$101,090,058
10,783,718
2,498,271
4,191,971
181,621

Assets. The asset values used for the valuation were based on the asset information
contained in the audited financial statements of the Fund as of August 31, 1987.
For
purposes of the valuation, the book value of the assets of the Fund less the amount
of
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current liabilities was adjusted by 50% of the average excess of market value of assets
over book value of assets as of the last 3 fiscal year ends. The resulting actuarial value of
assets was $2,843,462,630. The development of this value is outlined in Exhibit 2.

EXHIBIT 2
Actuarial Value of Assets
$2,606,263,371
24,025,362
$2,582,238,009

1. Total book value of assets
2. Current Liabilities
3. Net Assets at Book Value (1-2)
4. 50% of Average Excess of Market Value

Of Assets Over Book Value of Assets
Over Last Three Years

261,224,621

$2,843,462,630

5. Actuarial Value of Assets (3+4)

C. FUND PROVISIONS
The actuarial valuation was based on the provisions of the Fund in effectasof August 31,
1987 as provided in Article 17 of the Illinois Pension Code. A summary of the principal
Provisions of the Fund is provided in Appendix 2.

D. ACTUARIAL ASSUMPTIONS AND COST METHOD
The actuarial assumptions used for the current valuation are the same as those used for
the August 31,1986 valuation. Theseactuarial assumptionsare based on an experience
analysis of the Fund overthe period 1981-1984. The actuarial assumptions used forthe
current valuation are outlined in Appendix 1.

In our opinion, the actuarial assumptions used for the valuation are reasonable in the

aggregate, taking into account Fund experience and future expectations, and represent

our best estimate of anticipated experience.

The entry age actuarial cost method was used for the valuation. This is the same cost

method that was used in previous valuations.

E. ACTUARIAL LIABILITY
The actuarial liability as determined under the valuation for the various classes of
members is summarized in Exhibit 3. The total actuarial liability is then compared with
the actuarial value of assets in order to arrive at the unfunded actuarial liability (The
actuarial terms used in this report are defined in Appendix 3.)
Asof August31, 1987, the total actuarial liabilityis$3,935,062,675, theactuarial valueof
assets is $2,843,462,630, and the unfunded actuarial liability is $1,091,600,045. The

ratio of the actuarial value of assets to the actuarial liability, or funded ratio, is 72.30/0

As of August 31, 1986, the total actuarial liability was $3,268,219,264. Thus, the total
actuarial liability increased by $666,843,411 over the past year. Among the factors

contributing to this increase in the actuarial liability were the benefit increases enacted

under Public Act 84-1472 which became effective on January 23, 1987. We have
estimated that the benefit increases enacted under Public Act 84-1472 had the effect of
increasing the Fund's actuarial liability by $225,978,000.
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EXHIBIT 3
Actuarial Liability as of August 31, 1987
1. Actuarial Liability For Active Members
(a) Basic Retirement Pension
(b) Post Retirement Increase
(c) Lump Sum Death Benefit
(d) Survivor's Pension
(e) Disability Pension
(f) Withdrawal Benefit
(g) Total
2. Actuarial Liability For Members Receiving Benefits
(a) Retirement Pensions
(b) Survivor Pensions
(c) Disability Pensions
(d) Total

$2,008,381,636
418,356,410
9,106,846
254,403,720
19,318,785
36,105,641
$2,745,673,038

$1,072,770,756

34,843,980
31,994,857
$1,139,609,593

3. Actuarial Liability For Inactive Members

$

4. Total Actuarial Liability

$3,935,062,675

5. Actuarial Value of Assets

$2,843,462,630

6. Unfunded Actuarial Liability

$1,091,600,045

7. Funded Ratio

49,780,044

72.3%

F. EMPLOYER'S NORMAL COST
The employer's share of the normal cost for the year beginning September 1,1987 is
developed in Exhibit 4. Forthe year beginning September 1,1987, the total normal cost

is estimated to be $129,995,280, employee contributions are estimated to be
$67,072,024, resulting in the employer's share of the normal cost of $62,923,256.
Based on a payroll of $838,400,296 as of August 31,1987, the employer's share of the

normal cost can be expressed as 7.51% of payroll.

EXHIBIT 4
Employer's Normal Cost For Year Beginning September 1,1987
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.

Dollar Amount
$ 80,047,091
16,683,979
990,836
14,940,054
1,920,659
11,361,952
3,000,000
1,050,709
$129,995,280
67,072,024
$ 62,923,256

Basic Retirement Pension
Post Retirement Increases
Lump Sum Death Benefits
Survivor's Pension
Disability Benefits
Withdrawal Benefits
Health Insurance Reimbursement
Administrative Expenses
Total Normal Cost
Employee Contributions
Employer's Share of Normal Cost

Per Cent
Of Payroll
9.55%
1.99
.12

1.78
23

1.35
.36
.13
15.51%
8.00

7.51%

Note. The above figures are based on a total active payroll of $838,400,296 as of August

31,1987.
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G. EMPLOYER FUNDING REQUIREMENT FOR
YEAR BEGINNING SEPTEMBER 1, 1987
The employer's funding requirement of normal cost plus interest on the unfunded
liability for the year beginning September 1,1987 is developed in Exhibit 5.
An employer contribution of normal cost plus interest on the unfunded liability is

generally considered to be a minimum contribution level for public retirement systems.

By paying the normal cost each year, the accruing cost of pensions is met as service is
rendered by employees. By paying interest on the unfunded liability, the unfunded
liability is stabilized. Although no attempt is made to pay off the unfunded liability, this

approach is nevertheless generally considered to be acceptable for public retirement
systems where permanence can be taken for granted and full funding is not regarded as
essential.

As can be seen from Exhibit 5, for the year beginning September 1,1987, the employer

funding requirement of normal cost plus interest on the unfunded liability amounts to
$136,794,102, or 16.32% of payroll.

EXHIBIT 5
Funding Requirement For Year Beginning September 1,1987

1. Employer's share of normal cost

2. Interest on unfunded actuarial liability
3. Normal Cost Plus Interest on Unfunded
Actuarial Liability

Per Cent
Annual Amount Of Payroll
7.51%
$ 62,923,256
8.81
73,870,846

$136,794,102

16.32%

Note. The above figures are based on a total active payroll of $838,400,296 as of August

31,1987.
H. RECONCILIATION OF CHANGE IN UNFUNDED ACTUARIAL

LIABILITY
The net actuarial experience during the period September 1,1986 to August 31,1987
resulted in an increase in the Fund's unfunded actuarial liability of $203,818,355.This

increase in unfunded actuarial liability is a result of several kinds of gains and losses.

The financial effect of the most significant gains and losses is illustrated in Exhibit 6.

The employer funding requirement for the year of normal cost plus interest on the

unfunded actuarial liability amounted to $99,379,819, whereas the actual employer

contribution forthe yearamounted to $135,731,567. Thus, theemployer contribution for

theyearexceeded the funding requirementof normal cost plus intereston the unfunded
liability by $36,351,748. Had all other aspects of the Fund's experience been in line with

the actuarial assumptions, the unfunded liability would have decreased by this amount.
The net rate of investment return earned by the Fund during the year was approximately
12.50/0, in comparison to the assumed rate of 7%. This resulted in a decrease in the

unfunded liability of $124,490,227.

Benefit increases enacted during the year under Public Act 84-1472 resulted in an

increase in the unfunded liability of $225,978,000.

The various other aspects of the Fund's experience resulted in a net increase in the

unfunded liability of $138,682,330.
The aggregate financial experience of the Fund resulted in an increase in the unfunded

liability of $203,818,355.
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EXHIBIT 6
Reconciliation of Change in Unfunded Actuarial Liability
Over the Period September 1,1986 to August 31,1987
1. Unfunded actuarial liability as of 9/1/86
$ 887,781,690
2. Employer contribution requirement of normal cost plus interest
on unfunded liability for period 9/1/86 to 8/31/87
99,379,819
3. Actual employer contribution for the year
135,731,567
4. Decrease in unfunded liability due to employer

contribution being less than normal cost plus interest
on unfunded liability

36,351,748

5. Decrease in unfunded liability due to

investment return greater than assumed

124,490,227

6. Increase in unfunded liability due to benefit

increased enacted during year

225,978,000

7. Increase in unfunded liability due to other sources

8. Net increase in unfunded liability for the year (6+7-4-5)
9. Unfunded Actuarial Liability as of August 31,1987 (1+8)

138,682,330
$ 203,818,355
$1,091,600,045

1. ACTUARIAL PRESENT VALUE OF CREDITED
PROJECTED BENEFITS
In November 1986, the Governmental Accounting Standards Board (GASB) issued
Statement No. 5 entitled Disclosure of Pension Information by Public Employee Retirement Systems and State and Local Governmental Employers. The statement establishes

standards of disclosure of pension information by public employee retirement systems.

GASB Statement No. 5 requiresthe disclosure of the actuarial present value of cred ited
projected benefits as the standardized measure of the accrued pension obligation. This

measure represents the discounted value of the amount of benefits estimated payable in
the future as a result of employee service to date, computed by attributing an equal
benefit amount to each year of service of the employee.
Section 22-503.1 of the Illinois Pension Code also requires Illinois public pension funds

to disclose the actuarial present value of credited projected benefits as part of their
actuarial reports.
We have therefore calculated the actuarial present value of credited projected benefits

as
part of the actuarial valuation. The results of ourcalculationsare shown in Exhibit 7. It
can be seen from

Exhibit 7 that the actuarial present value of projected benefits as of
August 31,1987 amounts to $3,658,304,688, and the unfunded actuarial present value

of credited projected benefits amounts to $1,076,066,679.

EXHIBIT 7

Actuarial Present Value of Credited Projected Benefits

1. For members receiving benefits and for inactive members

2. For current employees
Accumulated employee contributions
Employer-financed vested
Employer-financed nonvested

10
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$1,189,389,637

626,941,978
752,282,608
1,089,690,465

/

3. Total actuarial present value of credited projected benefits
4. Net assets available for benefits, at cost
(Market value is $3,265,857,452)
5. Unfunded actuarial present value of credited

projected benefits

$3,658,304,688
$2,582,238,009

$1,076,066,679

J. CERTIFICATION
This actuarial report has been prepared in accordance with generally accepted actuar-

ial principles and practices and to the best of my knowledge, fairly represents the

financial condition of the Public School Teachers' Pension and Retirement Fund of

Chicago as of August 31,1987.
Respectfully submitted

Sandor Goldstein
Fellow of the Society of Actuaries
Enrolled Actuary No. 3402
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ACTUARIAL APPENDIX
APPENDIX 1
SUMMARY OF ACTUARIAL ASSUMPTIONS AND
ACTUARIAL COST METHOD
Mortality Rates. The UP-1984 Mortality Table, rated down three years was used for the

valuation.

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

following is a sample of the termination rates that were used;
Terminations Per
1,000 Members

«Age

20
25
30
35
40
45
50
55 and over

148
104
63
34
19
12
8
0

Disability Rates. Disability rates based on the recent experience of the Fund. The

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

Disabilities Per

1,000 Members

20
30

.6
.7

40.
50

1.0
2.0

55 and over

0

Retirement Rates. Rates of retirement for each age from 55 to 70 based on the recent
experience of the Fund were used. The following are samples of the rates of retirement

that were used;

Retirements Per
1,000 Members

Age

55
60
65
70

39
124
315
1,000

Salary Progression. 5.5% per year, compounded annually.

Interest Rate. 7% per year, compounded annually

Marital Status. 75% of participants were assumed to be married.
Spousds Age. The age of the spouse wasassumed to be 1 year olderthan the age of the

employee.

Actuarial Value of Assets. The book value of the assets of the Fund was increased by

50% of the average excess of the market value of assets over the book value of assets as
of the last three year ends.
Actuarial Cost Method. The entry age actuarial cost method was used, with costs

allocated on the basis of earnings.
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APPENDIX 2
SUMMARY OF PRINCIPAL PROVISIONS
1. Eligibility for Pension. The right to a retirement pension vests (1) after 20 years of

validated service, with the pension payable at age 55 or over; or (2) after 5 years of
validated service, with the pension payable at age 62 or over.
2. Amount of Retirement Pension. The rate of retirement pension is 1.67% of "final

average salary" for each of the first 10 years of validated service, 1.90% for each of the
next 10 years, 2.10% for each of the next 10 years, and 2.30% for each year above 30.

The maximum pension is 75% of final average salary or $1,500 per month, whichever is

greater.
3. Final Average Salary Defined. "Final average salary" for pension computation is the

average of the highest rates of salary for any 4 consecutive years of validated service
within the last 10 years of service.
4. Reduction in Pension For Early Retirement. Except for retirement after 35 years of

service, the retirement pension in the case of retirement prior to age 60 is reduced 1/a Of
1% for each month that the teacher is under age 60.
5. Early Retirement Without Discount. A member who is over age 55 and has 20 to 35

years of creditable service may elect to retire without the discount for retirement under
age 60. A one-time contribution, based on the member's age at retirement, must be
made by the member and the Board of Education in order to exercise this option.

6. Non-Duty Disability Retirement. A disability retirement pension is payable in the

event of total and permanent disability for teaching service after 10 or more years of
service, irrespective of age. The rate of pension is 12/3% of average salary for each year
of service. Upon disability retirement after 20 years or more of contributing service, but

under age 55, the accrued retirement pension is payable, discounted 14 of 1 % for each
month the disabled teacher is under age 55, down to a minimum age of 50 years,

If total service is 20 years or more and the member has attained age 55, the accrued
retirement pension is payable without reduction. After 25 years of service, regardless of

age, the accrued retirement pension is payable without reduction

7. Duty Disability Benefit. A duty-connected disability benefit is provided equal to 75%

of final average salary upon total incapacity for teaching service as a result of an injury
sustained while in the performance of teaching service. The benefit is reduced by

"Workmen's Compensation" payments.
8. Post-Retirement Increases. Automatic annual increases in pension equal to 3% of
the base pension are provided. The increases accrue from the anniversary date of

retirement or the 61 st birthday, whichever is later.

9. Survivors' Pensions. Pensions are payable to survivors of teachers and pensioners

under the following conditions:
Upon the death of a teacher or pensioner occurring on or after July 1, 1981, the

maximum benefit is $400 per month to a spouse alone and $600 per month if there are
other dependents. Payment of asurvivor's pension isconditioned upon marriage having

been in effect at least 11/2 years priorto death or retirement. On death after retirement, the
total survivor's pension may not exceed the retirement or disability pension paid to the
deceased pensioner.
Upon the death of a teacher or pensioner occurring after December 31, 1986, the

minimum total survivor's pension payable shall be 50% of the earned retirement pension
of such teacher or pensioner.
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If the surviving spouse is under age 50, and no unmarried minor children under age 18
survive, payments of the survivor's pension is deferred until age 50. Remarriage of a

surviving spouse under the age of 55 results in a termination of pension.

10. Reversionary Pension. By accepting a reduced retirement pension, a member can

Provide a reversionary pension for a surviving beneficiary. If the reversionary pension
was elected on or after January 1,1984, and the beneficiary survives the date of the
teacher's retirement, but does not survive the retired teacher, the teacher's pension shall
be restored to the full pension amount.
11. Refund of Contributions. Upon separation of service, a teacher js entitled to receive

a refund of his total contributions and those contributions made on his behalf, without
interest.
12

Death Benefits. Upon death while in service, a refund equal tothe total contributions

less contributions for survivors' pensions is payable without interest to a designated

beneficiary or the estate of the teacher. Upon death after retirement, the death benefit

consists of the excess, if any, of the total contributions over the total pension payments
Paid to the member or his beneficiary In addition the following death benefit is payable:

Death in service. The amount of the benefit is equal to the last month's salary for each

year of validated service up to 6 month's salary but not exceeding $7,500.

Death while on pension. The death benefit is equal to 6 month's salary not to exceed

$7,500 less 1/5% of the death benefit for each year or part of a year that the member has
been on pension down to a minimum of $1,500 or $3,000 in the case of teacher's
whose pension commenced on or after January 1,1983.
13. Health Insurance Reimbursement. The board may reimburse each recipient of a
retirement, disability, or survivor's pension who participates in the Fund's group health

insurance program for up to 50% of the premiums paid for the member's group health
insurance coverage, with the total amount of reimbursement not to exceed $3,000,000 in

any year

14. Financing. Teachers are required to contribute a total of 8% of salary consisting of

61/2% towards the retirement pensions, 1% towards the survivor pension, and 1/2%

towards the post retirement increment As of September, 1981, the Board of Education

has been paying 7 out of the 8% required teacher's contribution.

The remainder of the cost of benefits is financed by (1) a separate tax levy forthe Fund in
Chicago; (2) allocations bythe State of Illinois from the State Distributive Fund: (3) grants

by the federal government on account of teachers being paid from special trusts or
federal funds; and investment income.

15. Retirement Systems Reciprocal Act. The Fund complies with the Retirement Systems Reciprocal Act (Chapter 1086, Article 20 of the Illinois Revised Statutes) to provide

reciprocal benefits if amemberhasservicecredit forother publicemploymentin Illinois.

APPENDIX 3

GLOSSARY OF TERMS USED IN REPORT
1. Actuarial Present Value. The value of an amount or series of amounts payable at

various times, determined as of a given date by the application of a particular set of
actuarial assumptions.
2 Actuarial Cost Method or Funding Method, A procedure for determining the actuarial
Present value of pension plan benefits and for determining an actuariallY equivalent

allocation of such value to time periods, usually in the form of a normal cost and an
actuarial accrued liability.
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plan benefits
3. Normal Cost. That portion of the actuarial present value of pension

.
which is allocated to a valuation year by the actuarial cost method

as determined by a
4. Actuarial Accrued Liability or Accrued Liability. That portion,
benefits which
pension
of
value
present
l
actuaria
the
of
method,
l cost

particular actuaria
is not provided for by future normal costs.

to the assets of the
5. Actuarial Value of Assets. The value assigned by the actuary

pension plan for purposes of an actuarial valuation.

over the actuarial
6. Unfunded Actuarial Liability. The excess of the actuarial liability

value of assets.
present value
7 Entry Age Actuarial Cost Method. A method under which the actuarial

allocated
of the projected benefits of each individual included in an actuarial valuation is age and
on a level basis over the earnings or service of the individual between entry
year

to a valuation
assumed exitage. The portion of this actuarial present value allocated
not provided at a
is called the normal cost. The portion of this actuarial present value
actuarial present value of future normal costs is called the actuarial

valuation date bythe
liabiliy

pension costs,
8. Actuarial Assumptions. Assumptions as to future events affecting
of the normal cost,
9. Actuarial Valuation. The determination, as of a valuation date,

values for a
actuarial liability, actuarial value of assets, and related actuarial present
plan.
n
pensio
or Accumulated Plan Benefits. The amount of an individual's

10 Accrued Benefit
pension plan
benefit as of a specific date determined in accordance with the terms of a
date.
that
to
service
and
sation
and based on compen

e's service.
11. Vested Benefits. Benefits that are not contingent on an employe

f
L
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ACCOUNTANTS' REPORT
on the

Public School Teachers' Pension and Retirement Fund of Chicago

Ernst & Whinney

150 South Wacker Drive

Chicago, Illinois 60606

312/368-1800

The Board of Trustees
Public School Teachers' Pension and
Retirement Fund of Chicago
Chicago, Illinois
We have examined the balance sheets of Public School Teachers' Pension
and Retirement Fund of Chicago as of August 31, 1987 and 1986, and the

related statements of revenue, expenditures, reserve provisions and
fund deficit for the years then ended. Our examinations were made in
accordance with generally accepted auditing standards and, accordingly,
included such tests of the accounting records and such other auditing
procedures as we considered necessary in the circumstances.
In our opinion, the financial statements referred to above present
fairly the financial position of Public School Teachers' Pension and
Retirement Fund of Chicago at August 31, 1987 and 1986, and the results

of its operations for the years then ended, in conformity with generally accepted accounting principles applied on a consistent basis.

Chicago, Illinois

October 29, 1987
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BALANCE SHEET
August 31,1987 and August 31, 1986

ASSETS
August 31

1986

1987
Cash and short-term investments:
Cash
Short-term investments, at cost

$-$

which approximates market

146,386

73,386,946
73,386,946

220,598,837
220,745,223

83,298,880

73,509,098

Receivables:
Taxes, less reserve for loss and

costs (1987-$4,075,000;

1986-$5,955,000)-Note B
Participating teachers' accounts

for contributions

12,108

Board of Education, City of Chicago:
Portion of State Distributive
Fund allocation
Retired Teachers' Supplementary
Payments Fund-Note E
Employer contributions for federally

13,840

8,509,515

12,194,598

307,200

339,500

Contributions for early retirement

447,877
75,279
9,339,871

190,277
79,934
12,804,309

Securities sold
Accrued interest and dividends

1,245,250

24,132,395

24,201,422
837,778
118,935,309

24,130,098
437,764
135,027,504

1,100,689,690

997,096,445

1,313,251,426
2,413,941,116
$2,606,263,371

910,349,902
1,887,446,347
$2,243,219,074

subsidized teaching programs

on investments

Prepaid expenses and other

Investments:
Bonds, at amortized cost (market

value: 1987-$1,118,000,000;

1986-$1,101,000,000)
Common stocks, at cost (market

value: 1987-$1,980,000,000;
1986-$1,396,000,000)
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LIABILITIES, RESERVES AND FUND DEFICIT

August 31

1987
Bank overdraft
Accrued benefits and refunds payable:
Pension payable
Refunds payable due to:
Resignations
Deaths

$

Death benefits payable
Unclaimed pension and refund checks

Accounts payable

Deferred revenue:
Tax levy-Note B
Retired teachers' supplementary
payments-Note E

Actuarial reserves-Note C:
Pensions in force and deferred
Pensions for active members

Fund deficit-Note C

468,562

19

1986

-

840,146

922,262

493,422
406,672

900,094

449,523
371,542
821,065

799,290
43,762
2,583,292

389,489
42,217
2,175,033

11,358

10,554

20,706,150

19,232,029

256,000
20,962,150

283,000
19,515,029

1,189,389,637
2,745,673,038
3,935,062,675

1,058,282,728
2,209,936,536
3,268,219,264

(1,352,824,666)

(1,046,700,806)

$2,606,263,371

See notes to financial statements.

$

$2,243,219,074

--

STATEMENTS OF REVENUE, EXPENDITURES,
RESERVE PROVISIONS AND FUND DEFICIT
AUGUST 31, 1987 and August 31, 1986
Year Ended August 31
1986
1987

REVENUE
Tax levies:

Tax levy, less provision for

loss and costs (1987-

$1,000,555; 1986-$893,747)
Collection of tax levies

$ 57,686,011

$ 51,969,222

-

194,471

1,553,343
59,239,354

552,235
52,715,928

61,430,348

58,666,954

4,091,552

3,908,407

1,830,622
67,352,522

1,159,381
63,734,742

1,466,572

1,178,261

previously written off
Adjustment of prior years' tax
levies-Note B

Employer and employee pension

contributions:

Regular and survivor pensions
Automatic annual increases in

pensions

Collections from teachers validating their credit service-Note D

Employer's contribution for early

retirement

Appropriation from State of Illinois for
Retired Teachers' Supplementary
Payment Fund-Note E
State Distributive Fund allocation-Note F
Payments on reciprocal retirements

received from participating systems

Contributions for federally subsidized

teaching programs

Earnings on investments:
Interest, including amortization of

bond premium and discount

Dividends
Net gain on sale and exchange of

securities

Less investment counsel expense
Miscellaneous

TOTAL REVENUE

334,200

389,500

67,074,335

64,222,315

14,423

14,502

7,951,306

6,648,927

125,687,179
39,724,776

119,846,294
35,767,602

119,356,951
284,768,906

103,293,760
258,907,656

496,306
284,272,600

349,655
258,558,001

219

20,465
447,482,641

487,705,531
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Year Ended August 31
1986

1987

EXPENDITURES
Pensions (excluding payments for

automatic annual increases,

post-retirement increases and
retired teachers' supplementary

$

payments)
Automatic annual increases
Post-retirement increases
Retired teachers' supplementary

payments

99,304,772
17,446,055
622,036

Other
Death benefits:
Heirs of participating teachers
Heirs of annuitants

Legacy fund disbursements
Administrative and miscellaneous

expenses
TOTAL EXPENDITURES
EXCESS REVENUE OVER EXPENDITURES
BEFORE ACTUARIAL RESERVE PROVISIONS

Actuarial reserve provisions-Note C:
Pensions in force and deferred
Pensions for active members

347,452
106,643,925

4,055,588
1,565,085
37,862
804,058
39,326
6,501,919

4,014,932
1,818,898
29,592
585,444
64,543
6,513,409

442,724
1,320,000
1,762,724

505,708
997,500
1,503,208

12,474

15,362

1,029,416
126,985,980

1,000,675
115,676,579

360,719,551

331,806,062

131,106,909
535,736,502
666,843,411

98,362,942
225,672,649
324,035,591

EXCESS REVENUE OVER EXPENDITURES
AND ACTUARIAL RESERVE PROVISIONS

(306,123,860)

Fund deficit at beginning of year
FUND DEFICIT AT END OF YEAR

(1,046,700,806)
$(1,352,824,666)

See notes to financial statements.
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89,565,353
16,032,328
698,792

306,584
117,679,447

Refund of contributions due to:
Resignations
Deaths
Excess contributions
Retirement-no eligible survivor

$

7,770,471
(1,054,471,277)
$(1,046,700,806)

NOTES TO FINANCIAL STATEMENTS
Note A-Significant Accounting Policies
Administration of Fund:
The Public School Teachers' Pension and Retirement Fund of Chicago (the "Fund")
is administered in accordance with Chapter 10816, Article 17 of the Illinois Revised
Statutes ("Statutes"). References tothis Articleare included in notesdescribing Fund

activities.

Method of Reporting:
The financial statements of the Fund have been prepared on the accrual basis of
accounting whereas the Fund follows the cash basis for its interim financial reporting.

Amortization of Bond Premium and Discount:
Bond premium and discount are amortized on the compound interest method which

reflects bond earnings at a level earnings rate.

Note B-Tax Levies, Receivables and Revenue
Chapter 1081/2, Article 17, Section 128 of the Illinois Revised Statutes provides that
the City of Chicago levy a tax for the benefit of the Fund which will provide an amount

equal to member contributions during the second preceding year.

The calendar year levy is deferred to the extent that it applies to the Fund's succeeding fiscal year. Tax revenue of the Fund forthe years ended August 31,1987 and 1986

is as follows:

1987

Estimated calendar year levy, net

of provision for loss and costs

1986

$59,160,132

$53,939,627

$38,453,982
20,706,150
$59,160,132

$34,707,598
19,232,029
$53,939,627

Portion recorded as revenue

in current year

Portion deferred to following year

Tax levy receivables are carried for three years. After the third year, the receivable is
written off. This write-off (credit) represents the receivable balance uncollected in
excess of (less than) the original allowance provided for loss and costs. Such

receivables net of the allowance for loss and costs written off in 1987 and 1986 were

($1,553,343) and ($552,235), respectively

Note C-Reserves for Actuarial Liabilities
The reserves for actuarial liabilities are based on an annual valuation submitted by

the
Fund's consulting actuary The annual actuarial valuation establishes the reserves required for

various statutory liabilities which arise from pension benefit

schedules that are part of the current Pension Code Legislation.
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Significant assumptions underlying the actuarial computation are as follows:
Assumed rate of return on investment 7% compounded annually
5.5% compounded annually.
Salary progression
UP-1984 Mortality Table,
Mortality
Retirement age

rated down 3 years.
Retirement rates are based on recent

experience of the Fund, which approxi-

mated an average retirement age of 62.

These actuarial assumptions are based on the presumption that the Fund will
continue. Were the Fund to terminate, different actuarial assumptions and other

factors might be applicable in determining the actuarial reserve requirements.

Effective January 1,1987 certain benefits payable to members have been increased

as a result of amendments to the Statutes. For member benefits which began on or
after January 1,1977, the monthly payment has been increased in proportion to the

members' creditable service. For members receiving survivor benefits which began

before January 1,1977, the benefit has been increased by an amount based on the
length of timethe memberhas been receiving benefits. Forall future survivor pension

benefits, the minimum payment has been increased to 50% of the earned retirement

pension of the contributor. As a result of these changes in benefits, the provision for
actuarial liabilities increased $225,978,000 during the fiscal year ended August 31,

1987.
Note D-Validation of Creditable Service
Chapter 1081/~, Article 17, Sections 133 through 135 of the Illinois Revised Statutes

provides thatqualifying teachers shall be granted creditable service with the option to
validate the service by payment of contributions for the period of creditable service
plus interest at 5% per annum. Of the total amounts collected, $658,444 in fiscal

1987 and $349,989 in fiscal 1986 represent the interest portion of collections from

teachers validating their creditable service. The contingent receivable of $217,950 at

August 31,1987 and $201,587 at August 31,1986 is not reflected in the accompany-

ing financial statements because the portion which will eventually be collected is not
presently determinable. Forsimilar reasons, the reserves for actuarial liabilities in the

accompanying financial statements do not reflect a provision for the future validation

of creditable service. The contingent liability resulting from the future validation of

creditable service should be in excess of the contingent receivable arising from that

source.

Note E-Retired Teachers' Supplementary Payments
The State of Illinois annually appropriates funds for the purpose of making supple-

mentary payments for service and disability pensions to certain retired teachers who

met conditions prescribed when the Retired Teachers' Supplementary Payment Fund
was established. In July 1975, Chapter 10815, Article 17, Sections 154 and 155 of the
Illinois Revised Statutes was revised to increase both the number of persons eligible
forthe paymentsand theamountof the payments. Theamountof theappropriation is
taken into income monthly during the fiscal year of the Fund.

Note F-State Distributive Fund Allocation
Chapter 122, Article 34, Section 87 of the Illinois Revised Statutes provides that the
Board of Education is required to pay to the Public School Teachers' Pension and
Retirement Fund of Chicago the excess of the sum received from the State Distributive Fund over the amount required to meet emeritus pay obligations.
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Ernst & Whinney

150 South Wacker Drive
Chicago, Illinois 60606

312/368-1800

The Board of Trustees
Public School Teachers' Pension and
Retirement Fund of Chicago
Chicago, Illinois
The audited financial statements of Public School Teachers' Pension and
Retirment Fund of Chicago (the "Fund") and our report thereon are
Presented in the preceding section of this report. The information

presented hereinafter is for purposes of additional analysis and is not
required for a fair presentation of the financial position or results
of financial transactions of the Fund.

Such information has been

subjected to the auditing procedures applied in our examinations of the

financial statements and, in our opinion, is fairly stated in all

material respects in relation to the financial statements taken as a
whole.

Si_ef *24.-uu

6-

Chicago, Illinois
October 29, 1987
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SCHEDULE 1 -INVESTMENTS

Public School Teachers Pension and
Retirement Fund of Chicago
August 31, 1987
Amortized

Cost

Description

Original
Cost

Par

Value

Amortized Average
Cost
Yield
Percent (Percent)

Bonds:
United States Federal
Government agency

securities

$ 121,824,199 $ 119,973,700 $ 208,392,754

4.9%

12.1 %

.8
6.1

10.7
8.8

Railroad equipment

20,564,837
151,111,298

149,595,217

21,188,939
166,158,000

325,040,282

323,059,679

349,824,333

13.1

10.5

482,149,074

474,047,422

594,415,000

19.4

11.1

1,100,689,690 $1,087,156,918 $1,339,979,026

44.3

10.7

Long-term investments

1,313,251,426
2,413,941,116

52.8
97.1

3-6
7.0

Short-term investments

73,386,946

2.9

6.6

100.0%

7.0

trust certificates
Public utility bonds
Industrial and finance

corporations

20,480,900

United States Treasury

obligations
Total Bonds

Common stocks

TOTAL INVESTMENTS

$2,487,328,062

The securities owned by the Fund and held in safekeeping bythe Treasurer of the City of Chicago at
August 31, 1987 were inspected on a test basis by the auditors. The inspection disclosed no
discrepanices. The auditors also obtained confirmations of securities in transit at August 31,1987
and tested purchases and sales of investments during the year by examining brokers' advices. In
addition to the examination by our auditors, the City Treasurer has a separate audit conducted

624

8

semiannually of all securities in his safekeeping.

25

SCHEDULE 2-TAXES RECEIVABLE
Public School Teachers' Pension and
Retirement Fund of Chicago
August 31, 1987

Levy
Year

Gross
Levy

Uncollected
Balance

1985
1986

$ 53,182,629
55,328,613

$ 1,146,948
25,527,734

1987

108,511,242
60,699,451

26,674,682
60,699,451

$169,210,693

$87,374,133

Percent of
Gross Levy
Uncollected
2.2%
46.1

24.6
100.0

Reserve

Uncolleded
Balance

for Loss

Less

and Costs

Reserve

$1,146,948

1,388,986

$

-

24,138,748

2,535,934
1,539,319

24,138,748
59,160,132

$4,075,253

$83,298,880

SCHEDULE 3-ADMINISTRATIVE AND MISCELLANEOUS EXPENSES
Public School Teachers' Pension and
Retirement Fund of Chicago
Year Ended August 31
Salaries
Actuary fees
Auditing
Data processing expense
Election expense
Employees' hospitalization expense
Insurance premiumLegalfees
Legislative expense
Maintenance of equipment
Medical fees
Membership dues, convention attendance, etc.
Microfilm system expense
Miscellaneous office equipment purchases

and equipment rental
Office forms and supplies
Office rent and light
Postage
Printing and binding
Telephone
Trustees' expenses

Miscellaneous
TOTAL
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1987

1986

$ 547,015

$ 541,127

22,350
18,500
72,789
5,923

23,550
16,500
62,936
11,102

60,082
6,182
20,807
2,258
10,040

58,489
4,664
20,197
3,237
9,732

12,924
18,068
3,630

7,827
19,711
1,784

574
17,105

1,613
16,500

93,299
51,755
41,532
7,300
1,960
15,323
$1,029,416

91,277
48,229
38,053
7,305
1,585
15,257
$1,000,675

A
P

P
E
N
D
1
X
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Public School Teachers' Pension and
Retirement Fund of Chicago

SUMMARY OF PRINCIPAL BENEFIT AND CONTRIBUTION

PROVISIONS OF THE PENSION LAW

ELIGIBILITY FOR PENSION: The right to a retirement pension vests (1) after 20 years of validated

service with the retirement pension, payable at age 55 or over; or (2) after 5 years of validated
service with the pension payable at age 62 or over.
AMOUNT OF RETIREMENT PENSION: The rate of retirement pension is 1.67% of "final average

salary" foreach of the first 10 years of validated service, 1.90% foreach of the next 10 years, 2.10%

for each of the next 10 years, and 2.30% for each year above 30. The maximum pension is 75% of

final average salary or $1,500 per month, whichever is greater.

FINAL AVERAGE SALARY DEFINED: "Final average salary" for pension computation is the

average of the highest rates of salary for any 4 consecutive years of validated service within the last

10 yearsof service. In the case of a member who receives salary in anyschool yearafter September

1,1983 which exceedsthe annual full-time salary rate forthe preceding year by more than 20%, the

Board of Education or employer shall pay to the Fund an amount equal to the present value of the

additional service retirement pension resulting from such excess salary.

REDUCTION IN PENSION FOR EARLY RETIREMENT: Except for retirement after 35 years of

service, the retirement pension in the case of retirement priorto age 60 is reduced 1/2 of 1 % for each
month that the teacher is under age 60.

EARLY RETIREMENT WITHOUT DISCOUNT: A member who is overage 55 and has 20 to 35 years
of creditable service mayelectto retire withoutthe discount for retirement underage 60. A one-time
contribution is required. The Board of Education contributes 20%, and the teacher contributes 7%,

of the retiring teacher's last full-time annual salary rate, each multiplied by either the number of
Yearstheteacher is underage 60 orthe number of years the teacher's validated ser'vice is lessthan
35, whichever is less. The number of employees who may retire underthis option may be limited by
the Board of Education, based on seniority in the service of the Board of Education, but not lower

than 30% of the eligible population.

NON-DUTY DISABIUTY RETIREMENT: A disability retirement pension is payable in the event of

total and permanent disability for teaching service after 10 or more years of service, irrespective of
age. The rateof pension is 1 2/3% of average salary foreach yearof service. Upon disability retirement

after 20 years or more of contributing service, but under age 55, the accrued retirement pension is
payable, discounted 1/2 of 1% for each month the disabled teacher is under age 55, to a minimum
age of 50 years.
If total service is 20 years or more and the member has attained age 55, the accrued retirement
Pension is payable without reduction. After 25 years of service, regardless of age, the accrued

retirement pension is payable without reduction.

DUTY DISABILITY BENEFIT: A duty-connected disability benefit is provided equal to 75% of salary

in effect upon total incapacity for teaching service as a result of an injury sustained while in the
Performance of teaching service. The benefit is reduced by "Workmen's Compensation" payments.
POST-RETIREMENT INCREASES: Automatic annual increases in pension equal to 3% of the
base pension are provided. The increases accrue from the anniversary date of retirement or the

61st birthday, whichever is later.

SURVIVORS' PENSIONS: Pensions are payable to survivors of teachers and pensioners under the

following conditions:

Upon the death of ateacherorpensioner, the maximum benefit is$400 per month to a spouse alone

and $600 per month if there are other dependents, or 50% of earned pension, whichever is greater.
Payment of a survivors pension is conditioned upon marriage having been jn effect at least 11/~

Years prior to death or retirement, On death after retirement, the total survivor's pension may not
exceed the retirement or disability pension paid to the deceased pensioner.

if the surviving spouse is under age 50, and no unmarried minor children under age 18 survive,
payment of the survivor's pension is deferred until age 50. Remarrjage of a surviving spouse under

age 55 results in a termination of pension.
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REVERSIONARY PENSION: Acceptance of a reduced retirement pension can provide a reversionaryannuity for any surviving beneficiary. The election of this benefit must be filed before retirement.
The beneficiary's pension, determined by the retiring teacher, may not be less than $40 per month
or more than the member's reduced pension. If the reversionary election was filed prior to January

1,1984, and if the beneficiary does not survive the retired teacher, no reversionary pension shall be
payable and no change shall be made in the rate of pension previously granted to the retired

teacher.
If the reversionary option was elected on or after January 1, 1984, and the beneficiary survives the

date of retirement of the teacher but does not survive the retired teacher, the teacher's service
pension shall be restored to the full service pension amount beginning on the first day of the month

next following the month in which the beneficiary dies. If the beneficiary dies after such election but

before the retirement of the teacher, such election is void. In the case of a reversionary annuity
elected on orafter January 1,1984, no reversionary annuityshall be paid if the member dies before
the expiration of 730 days from the datethat a written designation was filed, even if the member was
receiving a reduced annuity at the time of death.

REFUND OF CONTRIBUTIONS: Two months after permanent separation from service (approval of
resignation by the Board of Education or cancellation of teaching certificate) and upon request, a

teacher mayelectto receive a refund of histotal contributions and those contributions made on his
behalf, without interest. Acceptance of a refund of contributions results in forfeiture of any vested
rights or benefits resulting from membership in the Fund.
DEATH BENEFITS: Upon death while in service, a refund equal to the total contributions less

contributions for survivors' pensions is payable without interest to a designated beneficiary or the

estate of the teacher. Upon death after retirement, the death benefit consists of the excess, if any, of
the total contributions over the total pension payments paid to the member or his beneficiary. In

addition the following death benefit is payable:
Death in service. The amount of the benefit is equal to the last month's salary foreach

year of validated service up to 6 months' salary but not exceeding $7,500.

Death while on pension. The death benefit is equal to 6 months' salary not to exceed

$7,500 less 1/5 of the death benefit foreach year or part of a yearthatthe member has
been on pension to a minimum of $3,000.

FINANCING: Teachers are required to contribute a total of 8% of salary consisting of 616% toward

retirement pension, 1% toward survivor pension, and 1,60/6 toward the post retirement increment.

Since September, 1981, the Board of Education has paid 7/8ths of the required teacher's contribu-

tion (except for provisional substitutes).
The remainder of the cost of benefits is financed by (1) a separate tax levy for the Fund in Chicago;
(2) allocations by the State of Illinois from the State Distributive Fund; (3) grants by the federal

government forteachers being paid from special trusts or federal funds; and (4) investment income.

RETIREMENT SYSTEMS REC[PROCAL ACT: The Fund complies with the Retirement Systems
Reciprocal Act (Chapter 1088, Article 20 of the Illinois Revised Statutes) to provide reciprocal
benefits if a member has service credit for other public employment in Illinois.
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20 N. Clark Street, Suite 700
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Sandor Goldstein, ESA
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Certified Public Accountants
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150 South Wacker Drive
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