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Agenda

Kick-Off
• Introductions

Wrap-Up
• Q & A
• Contact Info

Topics to Cover
• Records Management

• Crash Course
• Process
• Digital Records
• Disaster Response
• Policies
• Pension Documents and Files

• Pension Fund Details and Best Practices
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Per the Illinois Local Records Act 
(50 ILCS 205/7) (from Ch. 116, par. 43.107) Sec. 7

“Except as otherwise provided by law, 

no public record shall be disposed of 

by any officer or agency unless the 

written approval of the appropriate 

Local Records Commission is first 

obtained.”
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Records Management Crash Course

Key Term:

Local Records Act

• Illinois Compiled Statute (50 ILCS 205)

• Defines a local record and what entities are bound by the statute

• Regulates the preservation and disposal of public records for all 
units of local government in Illinois

www.ilga.gov
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Records Management Crash Course

Key Concept:

Who Oversees Records Management in Illinois?

• Secretary of State
Illinois State Archives
Records Management Division

• Local Records Commission 
Downstate
Cook County

www.ilsos.gov/departments/archives/records_management/home.html
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Records Management Crash Course

Key Term:

Application for Authority to Dispose of 
Local Records (a.k.a. APP)

• Filed inventory list of records approved by the 
designated Local Records Commission

• Defines records retention periods and records 
categories a local Board has in their possession

www.ilsos.gov/departments/archives/records_management/home.html
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Records Management Crash Course

Understanding your agency’s APP

• Application Number

• Item Number

• Records Series Title

• Recommended Retention Period

Other Items:
Volume, Annual Accumulation, Arrangement

7



Records Management Crash Course

Key Term:

Disposal Certificate

• Compiled from APP and based on 
recommended retention periods

• Filed with the SOS Records Management 
Division for approval

www.ilsos.gov/departments/archives/records_management/home.html
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Understanding the Records Disposal 

Certificate

• Application Item Number 

• Record Series Title

• Inclusive Dates (Month/Year)

• Volume of Records
• Cubic Foot = 1 standard bankers box
• Less than ½ cubic foot = Negligible

Records Management Crash Course
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Understanding the Records 

Disposal Certificate

• Destroying hard copy records that have 
been converted to digital

• Special notations

• Additional signatures

• Exceptions

Records Management Crash Course

10



Destroying hard copy records that 
have been converted to digital

• Applies to short term retention 
documents

• Must sign second signature line

• Must asterisk each applicable Records 
Series Title and denote that records have 
been digitized

Records Management Crash Course
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Exceptions to Disposal of Digitally Converted Records

Permanent retention records

Records Management Crash Course

• Minutes

• Agendas

• Board meeting packets

• Audit reports

• Application for Membership

• Proof of last payment

• Rules and Regulations

• Investment Policy Statements
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Records Management Crash Course

Exceptions to Disposing of Digitally Converted Records

Permanent retention records

• Why can’t digital records replace permanent retention records?

 Must be maintained for at least 100 years

 Technology is ever evolving but paper never goes out of style!
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Records Management Process

Step 1
Inventory 
Records

Step 2
Submit to 

State 
Archivist

Step 3
Meet with 

State 
Archivist

Step 4 
Submit 

Disposal 
Certificate

Step 5
Prepare for 
and dispose 
of records
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Records Management Process

Sort records categorically

Member Files
Minutes
Agendas

Actuary Reports
Financial Reports

Administrative Files
Invoices, Receipts and Paid Bills

Arrange each category

Chronological

Numerical

Alphabetical

Create an inventory of records

Records Categories

Earliest year of record

Volume of records
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Administrative Code: Title 44 
Any records that contains sensitive personal information must be destroyed in such a way 

that reconstruction or retrieval of the information would not be possible.

Sensitive Information May Consist of: 
• Social Security Number
• Driver’s License Number
• Name 
• Birthdate

Destruction Methods May Consist of:
• Burning
• Shredding (specifics: cross-shredder or 3/8 inch 

width)

Records Management Process

Securely Disposing of Agency Records
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Digital Records Conversion

Why convert to digital? 

• Efficient

• Accessible

• Secure

• More Organized

• Easily Searchable

• Not limited by physical 

space
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To digitize or not to digitize…that is the question!

Permanent retention records

Records Management Crash Course

• What is the value to converting permanent retention records to 

digital if they must be kept in paper?

 Digital redundancies provide a back up

 Digital records are easily accessible, transferrable and secure
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Digital Records Conversion

Preparing for Digital Records Conversion

Where will records be stored?
• Municipal or Department servers

• Dedicated drive with restricted access
• Cloud application

• Service fees
• Security
• Additional redundancy

• External hard drive
• Back up drives
• Only Available for Select records 

Other details…
• Naming conventions
• Records for conversion
• Maintenance

• Frequency
• Responsibility

• Who will Convert the records
• In-house or Third party

• File Types
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Why convert to digital? 

Your agency ran out of storage for 

your tangible records. 

The Board decides to use a third-

party storage facility to keep 

historical records…but there’s a fire 

and all records are destroyed without 

a digital copy to replace them. 

Photo Credit: FOX 32 Chicago – Access Document Storage Facility (Bartlett, Illinois)

Digital Records Conversion
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Tangible Records

 Water damage

 Fire damage

 Document integrity

 Accidental destruction

 Unauthorized use/access

Digital Records

 Storage method

 File types

 Email/cyber security

 Accidental destruction

 Unauthorized use/access

Safe & Secure Recordkeeping
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Records Management Disaster Response

Scenario: 

A water main breaks in the 
basement of your department 
where your Board keeps the 
Pension Files.  

The files are kept in banker’s 
boxes and plastic tote bins. 

What do you do? 
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First Step: 
• Manage the disaster as 

quickly as possible.  

Mold will grow quickly and 
will render the records 
hazardous

Plastic bins DO NOT keep 
moisture out of paper

Records Management Disaster Response
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Second Step:

• Control and assess the damage

 Is anything salvageable?

 How much has been irreparably damaged?

 Separate salvageable from unsalvageable 

 DO NOT dispose of any records…yet

Records Management Disaster Response
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Step Three: 

• Contact the Secretary of State’s Archives division to advise of the 
damage.  

The APP will be used to determine the amount of loss

A disposal certificate will be required

Written explanation and photographs may need to be provided

www.ilsos.gov/departments/archives/records_management/home.html

Records Management Disaster Response
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Records Management 
Policy

Agency Information
Pension Fund Name

Policy Effective/Adoption Date

Responsible Party: 
President
Secretary

Administrator

Authorized Individuals
Board Members

Admins
Municipal Members (IT)
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Records Management 
Policy

Define Records:

This section identifies every record type that 
an agency may encounter and is a direct list 

from the Secretary of State’s Archives 
Division

Define Non-Records:

This refers to transitory records and/or 
“reference materials”
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Records Management Policy

What should be included on a Records Management Policy?

• Define what information your organization must keep as a record

 Digital Records: Email, fax, instant message, PDF, video
 Paper Records: Book, map, document

• Transitory Messages
 Consists of material that is created primarily to communicate information of short-term value are 

not required to be kept as a local record. 
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Records Management Policy

Storage of Records:

Records should be maintained in a 
manner that is secure and 

accessible.

Destruction/Deletion:

Records, especially those with 
sensitive material, must be 

destroyed in a specific manner.
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Records Management Policy

What should be included on a Records Management Policy?

• The procedures for managing those records
 How often are records reviewed

 How often are records disposed of

 Process for records destruction

 Records should be shredded or burned in accordance with the Administrative Code for 
the Board’s county (Cook or Downstate)
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Implementing a Records Management Policy

What should be included on a Records Management Policy?

• Potential items to consider including:
 Where records are stored (onsite, offsite, digitally)

 If stored offsite, include contact information

 Who has access to the records and how are they secured

 Disposal log – who filed a disposal certificate and when
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Be Proactive…Not Reactive

Final Thoughts:

• Don’t wait for a disaster to happen

• Actively and frequently file documents 

• Organize Records Consistently
 Use a categorical organization

 Implement alphabetical/chronological/numerical filing arrangements

• Control Volume
 Eliminate copies, blank forms and transitory messages
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Records Management Resources

For additional resources on:

Records Management Guidelines

Document Requirements

Disaster Procedures

Visit the Secretary of State’s website at: 
https://www.ilsos.gov/departments/archives/records_management/home.html
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Active Member Records

• Required per Illinois Department of 
Insurance:
Application for Membership
Member’s Birth Certificate

• Additional documents:
Marriage Certificate/Civil Union
Current Spouse Birth Certificate
Dependents Birth Certificate
Dissolution of Marriage
QILDRO Documents
Transfer of Creditable Service
DD-214 Military Service Discharge
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Keeping Records Current

• Affidavits are mailed on an annual basis
 Confirms member/surviving spouse/alternate payee is collecting their own benefit
 Gathers the most up to date information

• Affidavits should be sent to anyone receiving a pension benefit
 Member
 Surviving Spouse
 QILDRO Recipient

Affidavits of Continued Eligibility
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Q&A?

Records Management
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Pension Fund Details and Best Practices

What We Will Cover!

• Pension Basics
• Employee Contributions
• Pensionable Salary
• Reciprocity and Portability
• Taxability of Pension Benefits
• Best Practices
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Pension Fund Details and Best Practices

Pension Basics

Pension Fund structure driven by: 
• Size of district / municipality
• Statute (“Article”) of the Illinois Compiled Statutes (ILCS)

Article 3 (“downstate”) = police (5,000-500,000)
Article 4 (“downstate”) = fire (5,000-500,000)
Article 5 (Chicago) = police (> 500,000)
Article 6 (Chicago) = fire (> 500,000)
Article 7 = IMRF
Article 14 = SERS 
Article 15 = SURS
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Pension Fund Details and Best Practices

Pension Basics

The Rule Book:

• 40 ILCS 5/1 & 1A (Administrative Code)

• 40 ILCS 5/3 (Police)
• 40 ILCS 5/22B (The Police Officer’s Pension Investment Fund)

• 40 ILCS 5/4 (Fire)
• 40 ILCS 5/22C (The Firefighters’ Pension Investment Fund)

39



Pension Fund Details and Best Practices

Pension Basics

Reminder of Tier 1 vs Tier 2 Definition

Anyone who first joins a Pension Fund 
under this article after 01/01/2011 is Tier 2

 First joins (prior fund status is irrelevant)
 Under this article

Downstate Police = Article 3
Downstate Fire = Article 4
IMRF = Article 7

After 01/01/2011
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Pension Fund Details and Best Practices

Employee Contributions – The Details

• Police 9.91%
• Fire 9.455%* 

• Pensionable earnings ONLY 

• Impact taxability of active member earnings and pension benefits

*or 10.455% if combining service thru reciprocity
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Pension Fund Details and Best Practices

Employee Contributions – The Details

Refunds

• “Give to Get” concept

• Cannot receive if > 20 years creditable service

• (version of) IRS Notice 402(f) MUST be provided to member requesting a refund of 
contributions  tax implications!

• Refund can be remitted directly to member or rolled-over to another qualified plan, or
both
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Pension Fund Details and Best Practices

Employee Contributions – The Details

Refunds – Remitted Directly to Member:

• After-tax contributions 
• 100% to member, no tax penalty

• Pre-tax contributions 
• Must withhold 20% in federal tax
• Member may owe additional penalty on 1040 form

43



Pension Fund Details and Best Practices

Employee Contributions – The Details

Refunds – Roll-over to Qualified Plan:

• After-tax & pre-tax contributions are eligible
• No tax penalty on rolled-over amounts

• Eligibility of receiving plan is member’s responsibility
• Must be another IRS “Qualified Plan”
• “Trustee to trustee roll-over”
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Pension Fund Details and Best Practices

Pensionable Salary – The Details

Not the same as actual salary

The amount on which contributions are calculated 

Annual salary cap for Tier 2 members

Department of Insurance FAQ (“Salary”)
https://insurance.illinois.gov/Applications/Pension/FAQ.aspx
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Pension Fund Details and Best Practices

Pensionable Salary – The Details

Includes
• Base pay attached to 

rank

• Longevity

• Education Stipend

Maybe
• Holiday pay      (if 

unconditional)

• Temporary pay (only 
after one continuous 
year) 

Excludes
• Uniform / auto 

allowances

• Overtime (almost 
always)
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Pension Fund Details and Best Practices

Pensionable Salary – The Details

Tier 1

• Fire
• “salary attached to the rank held by him or her in the fire service at the date of 

retirement”

• Police
• “salary attached to the rank held on the last day of service or for one year prior to 

the last day, whichever is greater”
• Obtain direction from Pension Board attorney if salary is less on last day than 

any time during prior 12 months

47



Pension Fund Details and Best Practices

Pensionable Salary – The Details

Tier 2

Same for Fire and Police

“Final Average Salary” = the greater of:

a) average monthly salary obtained by dividing the total salary of the member during the 48
consecutive months of service within the last 60 months of service in which the total salary 
was the highest by the number of months of service in that period, or

b) using 96 and 120 months, respectively
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Pension Fund Details and Best Practices

Reciprocity and Portability – The Details

Reciprocity Overview

What is Reciprocity?
• It is an opportunity for Article 4 Firefighters (members) to combine

service time with more than one Article 4 pension fund
• Applies to both Tier 1 & Tier 2 members

What is Reciprocity NOT?
• It is NOT a transfer of service time
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Pension Fund Details and Best Practices

Reciprocity and Portability – The Details

Reciprocity Overview
Illinois Compiled Statutes
• 40 ILCS 5/4 (Downstate Fire)
• Sec. 4-109.3 Employee 

Creditable Service
• Link to 4-109.3:

https://www.ilga.gov/legislation/il
cs/fulltext.asp?DocName=004000
050K4-109.3

With Article 4 to Article 4 
reciprocity, the firefighter leaves 
service in each pension fund in 

which they participated and 
ultimately receives a pension 

from multiple funds.

(yes, a pension can be paid from more 
than two pension funds!)
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Pension Fund Details and Best Practices

Reciprocity and Portability – The Details

Reciprocity Overview
• Requirements for an Article 4 to Article 4 combination of service 

time:
• Must have at least 1 year of service with prior Fund(s)

• Must have at least 3 years of service with final Fund

• Must purchase all time with a prior Fund but does not have to purchase time from all prior 
Funds

• If hired after 07/01/2004, must notify all Funds and the Illinois Department of Insurance 
(IDOI) of intent within 21 months from the most recent date of hire
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Pension Fund Details and Best Practices

Reciprocity and Portability – The Details

Reciprocity Overview

• Disability Calculations:
• Line of Duty / Non Duty Disability

• Full benefit paid by Current Fund
• Occupational Disease Disability

• Benefit paid by all Funds to which reciprocity payments have been completed
• Each Fund pays a prorated share based upon length of service
• Benefit based off of final Fund salary
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Pension Fund Details and Best Practices

Reciprocity and Portability – The Details

Portability Overview

What is Portability?

• It is an opportunity for Article 3 Police Officers to transfer service time from 
one Article 3 pension fund to another
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Pension Fund Details and Best Practices

Reciprocity and Portability – The Details

Portability Overview
Illinois Compiled Statutes
• 40 ILCS 5/3 (Downstate Police)
• Sec. 3-110.7 Transfer Between Article 3 

Funds
• Link to 3-110.7:

https://www.ilga.gov/legislation/ilcs/fulltex
t.asp?DocName=004000050K3-110.7

With Article 3 to Article 3 
portability, the police officer 
moves all service time and 

money from the prior Fund and 
ultimately receives a pension 

from only the final Fund.

(yes, an officer can move their time 
more than once!)
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Pension Fund Details and Best Practices

Reciprocity and Portability – The Details

Portability Overview
• Requirements for Article 3 to Article 3 Transfer of creditable service:

• Must be active with an Article 3 Fund
• Must have at least 2 years of service with prior Fund, unless:

• Left due to lay-off
• Left prior to 08/17/1997

• All amounts due are paid
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Pension Fund Details and Best Practices

Taxability of Pension Benefits – Important!! 
Re-Employment After Retirement

• If member is < 59 ½ years old and 
• Has no clearly defined separation of service

• Re-employed with same Employer (muni/district) as
• Full or part time
• Employee or independent contractor
• Same or different position 

• 1099R Box 7 = “1”
• Likely a 10% tax penalty
• Member can claim exemption on Form 5329

Pension Fund’s responsibility to report on 1099R; member’s responsibility to claim exemption.

56



Pension Fund Details and Best Practices

Best Practices

• New Hires
• Payroll
• Bargaining Unit Contract Settlement
• Benefits
• Purchases and Combinations
• Retirees/Pensioners
• Records Management
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Pension Fund Details and Best Practices

Best Practices
• New Hires

• Inform new employees that that have military service about option to purchase
• Helpful if New Hire Form has a space for member to note prior service in an Article 3 or 4 fund

• If prior service noted, can share with member the opportunities to combine/transfer service, 
provide forms, document this communication
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Pension Fund Details and Best Practices

Best Practices
• Payroll

• Periodic Internal Review
• Consider Third Party Review
• Setup a “paycheck” test 
• Encourage employees to review and understand their paystubs 
• Carefully review pay codes and deduction codes for proper setup after a change in payroll system / 

software / providers
• Contributions

• Maintain accurate records of member contributions by pay period and methods other than 
payroll deduction (i.e. direct payment).

• Remember the “Give-To-Get” theory
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Pension Fund Details and Best Practices

Best Practices
• Bargaining Unit Contract Settlement

• Carefully review (and re-review) retro pay calculations and corresponding contributions
• Review Status of Retirements and Terminations for Possible Recalculations Needed

• Benefits
• Prepare and distribute benefit summaries to employees
• Educate active members, their significant others and staff involved with pay and benefits on a 

regular basis
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Pension Fund Details and Best Practices

Best Practices
• Purchases and Combinations

• Maintain records of all communication and calculations related to reciprocity and portability 
transactions

• Place reciprocity and portability on board agenda for approval and note details in the minutes for 
future reference

• Verify that member still paying the 10.455% from time to time
• Have Rules and Regulations defining the process for payments of amounts due from members for 

purchases and transfers
• Consider have a separate pay code for the 1% -- or making description very clear if one code for 

10.455%
• Retirees/Pensioners

• Affidavits of Continued Eligibility
• Records Management
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Q&A?

Pension Fund Details and Best Practices
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Thank you for the 
opportunity to share!

Jennifer Flores
jflores@lauterbachamen.com

Stephanie Masson
smasson@lauterbachamen.com

Lauterbach & Amen, LLP
668 N River Road 

Naperville IL

630.393.1483 | 866.952.6329
lauterbachamen.com
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