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~ SYNOPSIS

¢ The unfunded liability of the System was $98.9 million

-at June 30, 2000. The System’s funded ratio at that date
was 41.6%. '




_ Unfunded Liability at June
L 30, 2000 Totals $98.9 million

- statements of the System are fai

INTRODUCTION

This digest covers our financial audit of the System for
the year ended June 30, 2000. A cornpliancg audit covering
the year ending June 30, 2000 is being issued separately.

The System shares administrative staff and common
administrative expenses with the Judges’ Retirement System

(JRS). The System reimburses the JRS for 40 percent of
the administrative costs incurred.

It should be noted that, pursuant to the Ilinois Pension
Code, the Illinois State Board of Investment manages the
investments of the System.

UNDERFUNDING OF THE SYSTEM

The actuarial accrued liability was valued at $169.4
million at June 30, 2000. The actuarial value of assets (at
market) totaled approximately $70.5 million at June 30,
2000. The difference between the liability and the assets of
$98.9 million reflects the unfunded liability of the System at
June 30, 2000. The General Assembly Retirement System
had a funded ratio of 41.6% at June 30, 2000.

AUDITORS' OPINION

Our auditors state that the June30, 2000 financial

presented.

WILLIAM G. HOLLAND, Auditor General

WGH:RPU:pp

SPECIAL ASSISTANT AUDITORS

Thomas Havey LLP were our special assistant
auditors for this audit.
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GENERAL ASSEMBLY RETIREMENT SYSTEM OF ILLINOIS
FINANCIAL STATEMENTS

JUNE 30, 2000 AND 1999

FINANCIAL STATEMENT REPORT
SUMMARY

The audit of the accompanying financial statements of the General Assembly Retirement System
of Illinois was performed by Thomas Havey LLP.

Based on their audit, the auditors expressed an unqualified opinion on the System’s financial
statements.



THOMAS
HAvEY
LLP

INDEPENDENT AUDITORS® REPORT

To the Honorable William G. Holland Board of Trustees
Auditor General, State of Illinois General Assembly Retirement System of Illinois
Springfield, Hlinois Springfield, Illinois

As Special Assistant Auditors for the Auditor General, we have audited the accompanying statements of plan
net assets as of June 30, 2000 and 1999 of the General Assembly Retirement System of Illinois and the
statements of changes in plan net assets for the years then ended. These financial statements are the
responsibility of the System’s management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States. Those standards require that we plan and perform an audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
OpInion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the General Assembly Retirement System of Illinois as of June 30, 2000 and 1999, and the results of
its operations for the years then ended in conformity with generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated October 18, 2000 on
our consideration of the General Assembly Retirement System of Illinois’ internal control over financial
reporting and our test of its compliance with certain provisions of laws, regulations, contracts and grants. That
report is an integral part of an audit performed in accordance with Government Auditing Standards and should
be read in conjunction with this report in considering the results of our audit.

Our audits were made for the purpose of forming an opinion on the financial statements taken as a whole. The
required supplementary information, on pages 12 and 13, and supporting schedules, on pages 14 and 15, are
presented for the purpose of additional analysis and are not a required part of the financial statements of the
System. Such information has been subjected to the auditing procedures applied in the audits of the financial
statements and, in our opinion, is fairly presented in all material respects in relation to the financial statements
taken as a whole. The information for the years ended June 30, 1997 and 1998 has been derived from
financial statements audited by other auditors whose reports thereon expressed an unqualified opinion.

Q%W%ﬁ LLP

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

October 18, 2000
-1-

"
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Financial Statements

GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS

Statements of Plan Net Assets

June 30,2000 and 1999
2000 1999
Assets
Cash $ 1,638,076 § 1,657,356
Receivables:
Participants' contributions 1,723 5,170
Interest on cash balances 7,998 6,622
Total Receivables 9,721 11,792
Investments - held in the Illinois State Board of
Investment Commingled Fund at fair value 68,916,666 65,253,933
Equipment, net of accumulated depreciation 4,315 5,632
Total Assets 70,568,778 66,928,713
Liabilities.
Administrative expenses payable 34415 29,892
Due to Judges’ Retirement System of Illinois 51,422 56,672
Participants’ deferred service credit accounts 11,497 0,641
Total Liabilities 97.334 96,205
Net aésets held in trust for pension benefits
(A schedule of funding progress is
presented on page 12) $ 70,471,444 $ 66,832,508
See accompanying notes to financial statements.

General Assembly Retirement System, State of Illinois -
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Financial Statements

GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS

Statements of Changes in Plan Net Assets
Years Ended June 30,2000 and 1999

i
2000 1999
. Additions:
Contributions: .
o Participants $ 1,317,542 $ 1,413,676
§ Employer 3,951,000 3,699,758
it ' Total Contributions ' 5,268,542 5,113,434 |
Investments:
i . Net investment income 1,603,495 1,724,874
i . Interest earned on cash balances 98,951 90,384
i - Net appreciation in fair value of investments 5,859,238 5,868,376
Total Net Investment Income 7,561,684 7,683,634
i
il :
tf Total Additions 12,830,226 12,797,068
f Deductions:
'i ' Benefits:
- Retirement annuities 7,186,818 6,742,033
‘;;: Survivors’ annuities 1,653,864 1,591,631
1 Total Benefits 8,840,682 8,333,664
Refunds of contributions 97,593 129,369
Administrative expenses 7 - 253,015 239,117
Total Deductions 9,191,290 8,702,150
Net Increase 3,638,936 4094918
Net assets held in trust for pension benefits:
" Beginning of year : 66,832,508 62,737,590
End of year © $70471444 $ 66,832,508
See accompanying notes to financial statements.

General Assembly Retirement System, State of Iilineis - 3
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Financial Statements

GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS |

(1) Reporting Entity

Notes to Financial Statements
June 30,2000 and 1999

Generally accepted accounting principles require that the financial reporting entity include (1) the primary
government (2) organizations for which the primary government is financially accountable and (3) other
organizations for which the nature and significance of their relationship with the primary government are
such that exclusion would cause the reporting entity's financial statements to be misleading or incomplete.

The General Assembly Retirement System (System) is administered by a Board of Trustees consisting of
seven persons, which includes the President of the Senate, ex officio, or his designee, two members of the
Senate appointed by the President of the Senate, three members of the House of Representatives appointed
by the Speaker of the House of Representatives, and one person elected from the member annuitants.

Based on the criteria of the Governmental Accounting Standards Board Statement No. 14, there are no other
state agencies, boards or commissions, or other organizations required to be combined with the System,
however, the System is considered to be part of the State of Illinois financial reporting entity, and is to be
combined and included in the State of Illinois' comprehensive annual financial report.

Pursuant to federal tax law and regulations governing the administration of public employee pension plans,
the System has established a separate fund for the sole purpose of paying benefits in accordance with Section
415 of the Internal Revenue Code. The receipts and disbursements from the fund for fiscal years 2000 and
1999 were each less than $60,000. Due to the immaterial nature of the separate fund, these receipts and
disbursements have been included in the System's financial statements.

(2) PlanDescription

The System is the administrator of a single-employer defined benefit public employee retirement system
(PERS) established and administered by the State of I}linois to provide pension benefits for its participants.

At June 30, 2000 and 1999, the System membership consisted of:

Retirees and beneficiaries

currently receiving benefits:

Retirement annuities
Survivors’ annuities
Reversionary annuities

Inactive participants entitled
to benefits but not yet
receiving them

Total

Current participants:
Vested
Nonvested

Total

2000 1999
221 224
125 127

3 3
349 354
110 118
459 472
132 132

49 49
181 181

Operation of the System and the direction of its policies are the responsibility of the Board of Trustees of

the System.

General Assembly Retirement System, State of Illinpis - 4



L8 Financial Statements

(a) Eligibility and Membership
The General Assembly Retirement System covers members of the General Assembly of the State and
persons elected to the offices of Governor, Lieutenant Governor, Secretary of State, Treasurer,
Comptroller and Attorney General for the period of service in such offices and the Clerks and Assistant
Clerks of the respective Houses of the General Assembly. Participation by eligible persons is optional.

(b) Contributions _
In accordance with Chapter40 Section 5/2-126 of the Illinois Compiled Statutes, participants contribute
specified percentages of thejrsalaries for retirement annuities, survivors' annuities and automatic annual
increases. Contributions are excluded from gross income for Federal and State income tax purposes.

The total contribution rate is 11.5% as shown below:

8.5% Retirementannuity

2.0% Survivors'annuity

1.0% Automatic annual increases
11.5%

e

The statutes governing the General Assembly Retirement System provide for optional contributions by
participants, with interest at prescribed rates, toretroactively establish service credits for periods of prior
creditable service. The Board of Trustees has adopted the policy that interest payments by a participant,
included in optional contributionstoretroactively establish service credits, shall be considered an integral

part of the participant's investment in annuity expectancies and, as such, shall be included as a part of
any refund payable.

. Thé payment of (1) the required State contributions, (2) all benefits granted under the System and (3)
all expenses in connection with the administration and operation thereof are the obligations of the State
to the extent specified in Chapter 40, Article 5/2 of the Illinois Compiled Statutes.

{c) Benefits
After eight years of credited service, participants have vested rights to retirement benefits beginning at
age 55, or after four years of service with retirement benefits beginning at age 62. The General Assembly
Retirement System also provides annual automatic annuity increases for retirees and survivors,
survivors’ annuity benefits, reversionary annuity benefits, and under specified conditions, lump-sum
death benefits. Participants who terminate service may receive, upon application, a refund of their total
contributions.

The retirement annuity is determined according to the following formula based upon the participants’
final rate of salary.

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

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

(3) Summary of Significant Accounting Policies and Plan Asset Matters
(a) Basis of Accounting

The financial transactions of the System are maintained and these financial statements have been
prepared using the accrual basis of accounting in conformity with generally accepted accounting

General Assembly Retirement System, State of Ilinois - 5




Financial Statements

principles. Participant and employer contributions are recognized as revenues in the period in which
employee services are performed. Benefits and refunds are recognized as expenses when due and
payable in accordance with the terms of the plan. The System has elected to apply only applicable FASB
Statements and Interpretations issued on or before November 30, 1989, that do not contradict GASB
Pronouncements.

{b) Cash and Investments
The System retains all of its available cash in a commingled investment pool managed by the Treasurer
ofthe State of Tllinois (Treasurer). All depositsare fully collateralized by the Treasurer. "Available cash”
is determined to be that amount which is required for the current operating expenditures of the System.
The excess of available cash is transferred to the Illinois State Board of Investment (ISBI) for purposes
of long-term investment for the System.

M ooty s e E R b s v o

Vot e i P 2R

H The System transfers money to the ISBI for investment in the ISBI Commingied Fund. This money is
then allocated among various investment managers to pursue a specific investment strategy, All
investment transactions are initiated by the investment managers (either internal or external). The
% transaction settlement information is then forwarded to the agent bank’s trust departmentunderamaster
; custodial agreement. Custody of a majority of the actual physical securities is maintained at an agent
; of the agent bank’s trust department using a book-entry system. The ISBI's master custodian is The
: ~ Northern Trust Company. The agent of the master custodian is the Depository Trust Company.

Investments are managed by the ISBI pursuant to Chapter 40, Article 5/22A of the Illinois Compiled
Statutes (ILCS) and are maintained in the ISBI Commingled Fund. The ISBI reports securities at fair
: value. Where appropriate, the fair value includes estimated disposition costs. Fair value for stocks is
] determined by using the closing price listed on the national securities exchanges as of June 30. Market
value for fixed income securities are determined principally by using quoted market prices provided by
independent pricing services. For commingled equity funds, the net asset value is determined and
; certified by the commingled equity fund manager as of June 30. Fair value for directly owned real estate
: investments is determined by appraisals. Units of the ISBI Commingled Fund are issued to the member
i systems on the last day of the month based on the unit net asset value calculated as of that date. Net
¥ investment income of the ISBI Commingled Fund is allocated to each of the member systems on the last
day of the month on the basis of percentage of accumulated units owned by the respective systems.
Management expenses are deducted monthiy from income before distribution.

The investment authority of the ISBI is provided in Chapter 40, Section 5/22A-112 of the ILCS. The

, ISBI investment authority includes investments in obligations of the U.S. Treasury and other agencies,
notes secured by mortgages which are insured by the Federal Housing Commission, real estate, common
and preferred stocks, convertible debt securities, deposits or certificates of deposit of federally insured
institutions and options. Such investment authority requires that all opportunities be undertaken with
care, skill, prudence and diligence given prevailing circumstances that a prudent person acting in like
capacity and experience would undertake. The ISBI does nothave any one investment which represents
5 percent or more of the ISBI's net assets.

TheISBI participates in a securities lending program at its custodian bank, whereby securities are loaned
to brokers and, in return, the ISBI has rights to a portion of a collateral pool. All of the [SBI's securities
are eligible for the securities lending program. Collateral consists solely of cash, letters of credit,
commercial paper and government securities having a market value equal to or greater than the
securities loaned. There are no provisions for ISBI indemnification on the securities lending
transactions. AsofJune30,2000and 1999 the ISBI had outstanding loaned investment securities having
marketvaluesof$1,030,242,633 and $857,389,887, respectively, againstwhich ithad received collateral
with valuesof $1,064,062,213 and $884,629,896, respectively. '

General Assembly Retirement System, State of Illinois - 6




Financial Statements

The ISBI’s global and international managers invest in derivative securities. During the year, the ISBI’s
derivative investments included forward foreign currency contracts, futures, and options. Forward
foreign currency contracts are used to hedge against the currency risk in the ISBI’s foreign stock and
fixed income portfolios. The remaining derivative securities are used to improve yields, or to hedge
changes in interest rates.

The ISBI also invests in mortgage-backed securities to maximize yields and to hedge against a rise in
interest rates. These securities are based on cash flows from principal and interest payments on
underlying mortgages. Therefore, they are sensitive to prepayments by mortgagees, which may result
from a decline in interest rates.

Foradditional information regarding the ISBI’s investments, please refer to the Annual Report of the ISBI
as of June 30, 2000. A copy ofthe reportcan be obtained from the ISBI at 180 North LaSalle Street, Suite 2015,
Chicago, Hlinois 60601, The System owns approximately 1.0% of the net investment assets of the ISBI
Commingled Fund as of June 30, 2000.

ISBI investments, as categorized by ISBI, are categorized to indicate the level of risk assumed by the
ISBI at year end. Category I includes investments that are insured or registered or the securities are
held by the master custodian in the ISBI's name. Category II includes uninsured and unregistered
investments with the securities held by the counterparty's agent in the ISBI’s name. Category III
includes uninsured and unregistered investments with the securities held by the counterparty but not in
the ISBI’s name. Investments in pooled funds are not categorized because they are not evidenced by
securities that exist in physical or book entry form.

At June 30, 2000, the ISBI's investments were categorized as follows:

Fair Category Non |
Value I Categorized i
U.S. Government & Agency !
Obligations $1,154,131,028 $1,154,131,028 $ I
Foreign Obligations 68,212,655 68,212,655 :
Corporate Obligations 543,874,357 543,874,357 :
Convertible Bonds : 10,928,836 10,928,836 |
 Common Stock & Equity Funds 3,957,626,585 2,427329,197 1,530,297,388
Convertible Preferred Stock 38,141,900 38,141,900
Preferred Stock 6,764,833 6,764,833 '
Foreign Equity Securities 2,086,712,466 1,906,428.442 180,284,024
Real Estate Funds 284,414,376 284,414,376
Alternative Investments 535,793,992 535,793,992 i
Money Market Instruments 606,334,768 606,334,768 |
Forward Foreign Exchange Contracts 341,876 341,876

Total Investments $9,293,277,672 $6,156,153,124 $3,137,124,548

(¢) Actuarial Experience Review
In accordance with Illinois Compiled Statutes, an actuarial experience review is to be performed at least
once every five years to determine the adequacy of actuarial assumptions regarding the mortality,
retirement, disability, employment, turnover, interest and earnable compensation of the members and
beneficiaries of the System. An experience review was last performed as of June 30, 1997,

General Assembly Retirement System, State of Illinois - 7
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Financial Statements

(d) Administrative Expenses
Expenses related to the administration of the System are financed through investment earnings and

employer retirement contributions. These expenses are budgeted and approved by the System's Board
of Trustees. Administrative expenses common to the General Assembly Retirement System and the
Judges' Retirement System are borne 40% by the General Assembly Retirement System and 60% by
the Judges' Retirement System. Invoices/vouchers covering common expenses incurred are paid by the
Judges' Retirement System, and 40% thereof is allocated to and reimbursed by the General Assembly
Retirement System. Administrative expenses allocated to and reimbursed by the General Assembly
Retirement System as of June 30, 2000 and 1999, were $205,810 and $197,145, respectively.

(e) Risk Management _
The System, as part of the primary government of the State, provides for risks of loss associated with

workers' compensation and general liability through the State's self-insurance program. The System
obtains commercial insurance for fidelity, surety, and property. There have been no commercial
insurance claims in the past three fiscal years.

Funding - Statutory Contributions Required and Contributions Made
Foreach fiscal year, the System's actuary performs an actuarial valuation and computes actuarially determined
contribution requirements for the System, using the projected unit credit actuarial cost method.

For fiscal years 2000 and 1999, the required employer contributions were computed in accordance with
Public Act 88-0593. This funding legislation, which became effective July 1,1995, provides fora systematic
50 year funding plan with an uitimate goal to fund the cost of maintaining and administering the System at
an actuarial funded ratio 0of 90%. In addition, the funding plan provides fora 15 year phase-in period to allow
the state to adapt to the increased financial commitment. Once the 15 year phase-in period is complete, the
state's contribution will then remain at a level percentage of payroll for the next 35 years until the 90% funded
level is achieved.

The total amount of statutorily required employer contributions for fiscal years 2000 and 1999 was
$3,951,000and $3,504,000, respectively. The total amount of employer contributions received from the state
during fiscal years 2000 and 1999 was $3,951,000 and $3,504,000, respectively.

Administrative Expenses
A summary of the administrative expenses for the General Assembly Retirement System for fiscal years

2000 and 1999 is as follows:

. 2000 1999

Personal services : § 137222 § 131,022
Employee retirement contributions paid by employer 5,493 5252
Employerretirement contributions 13,339 12,511
Social Security contributions : 0,308 8,017
Group insurance 13,574 11,899
Contractual services ' 57,981 51,833
Travel : 1,648 1,970
Printing 1,371 3,664
Commodities 388 351
Telecommunications ' 1,330 1,424
Electronic data processing 5,773 6,048
Depreciation 2,731 2,333
Other 2,767 1,893

Total , “$ 253015 % 239,117

General Assembly Retirement System, State of Ilinois - 8
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(6) Equipment

Fixed assets are capitalized at their cost at the time of acquisition. Depreciation is computed using the
straight-line method over the estimated useful life of the asset. The estimated useful lives are as follows:
(1) office furniture - 10 years, (2) equipment - 6 years, and (3) certain electronic data processing equipment - 3 years.

A summary of the changes in fixed assets for fiscal years 2000 and 1999 is as follows:

2000
Beginning Ending
Balance Additions Deletions Balance
Equipment 530,785 $ 1,414 § (1,696) $ 30,503
- Accumulated depreciation (25,153) (2,731 1,696 (26,188)
Equipment, net $ 5632 $ (1,317 $ - $ 4315
1999
Beginning Ending
Balance Additions Deletions Balance
Equipment $ 33,529 § 1382 $ (4,126) $ 30,785
Accumulated depreciation' (26.946) (2,333 4,126 (25,153)
Equipment, net ‘ $ 6,583 $ (951 b - $ 5632

)

@)

Accrued Compensated Absences

Employees of the General Assembly Retirement System are entltledto receive compensation forall accrued
but unused vacation time and one-half of all unused sick leave earned after December 31, 1983 and prior
to January 1, 1998 upon termination of employment. These accrued compensated absences as of June 30,
2000 and 1999 total $29,308 and $26,54 1, respectively and are included in administrative expenses payable.

Analysis of Changes in Reserve Balances
The funded statutory reserves of the General Assembly Retirement System are composed of two
components as follows:

(a) Reserve for Participants’ Contributions -
This reserve consists of participants’ accumulated contributions for retirement annuities, survivors'

annuities and automatic annual increases.

(b) Reserve for Future Operations -
Thisreserve is the balance remaining in the General Assembly Retirement System from State of Illinois
contributions and revenue from investments after consideration of charges for payouts by the General
Assembly Retirement System.

General Assembly Retirement System, State of IHiinois - ¢
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Statements of Changes in Reserve Balances
Years Ended June 30, 2000 and 1999

Total
Participants’ Future Reserve
Contributions Operations Balances
Balance at June 30, 1998 $ 12,911,744 $ 49,825,846 §$ 62,737,590
Add (deduct):
Excess of
revenues over expenses 1,392,046 2,702,872 4004918
Reserve transfers: ‘
Accumulated contributions
of participants who retired
or died with an eligible
survivor during the year {1,365,276) 1,365,276 -
Balance at June 30, 1999 12,938,514 53,893,994 66,832,508
Add (deduct): ‘
Excess of
revenues over expenses 1,219,949 2418987 3,638,936
Reserve transfers:
Accumulated contributions
of participants who retired
or died with an eligible
survivor during the year (461,116) 461,116 -
Balance at June 30, 2000 $ 13,697,347 $ 56,774,097 $70,471,444
(9) PensionPlan

Plan Description. All ofthe System's fuli-time employees who are not eligible for participation in another -
state-sponsored retirement plan participate in the State Employees' Retirement System (SERS), which is
a pension trust fund in the State of [ilinois reporting entity. The SERS is a single-employer defined benefit
public employee retirement system (PERS) in which state employees participate, except those covered by
the State Universities, Teachers', General Assembly, and Judges' Retirement Systems. The financial
position and results of operations of the SERS for fiscal years 2000 and 1999 are included in the State of
lllinois' Comprehensive Annual Financial Report (CAFR) for the years ended June 30, 2000 and 1999,
respectively. The SERS also issues a separate CAFR that may be obtained by writing to the SERS, 2101
South Veterans Parkway, Springfield, Illinois, 62794-9255 orby calling (217)785-7202. The State of Illinois'
CAFR may be obtained by writing to the State Comptroller's Office, Financial Reporting Department, 325
West Adams St., Springfield, Illinois, 62704-1858 or by calling (217)782-2053.

A summary of SERS' benefit provisions, changes in benefit provisions, employee eligibility requirements
includingeligibility for vesting, and the authority under which benefit provisicns are established, are included
as an integral part of the SERS' CAFR. Also included is a discussion of employer and employee obligations
to contribute, and the authority under which those obligations are established.

Funding Policy. The System pays employer retirement contributions based uponan actuarially determined
percentage of its payrolls. For fiscal years 2000 and 1999 the employer contribution rates were 9.714% and
9.528%, respectively. Effective for pay periods beginning after December 31, 1991, the state opted to pay
the employee portion of retirement for most state agencies with employees covered by the State Employees'

General Assembly Retirement System, State of Illinecis - 10
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and Teachers' Retirement Systems. Generally, this "pickup” of employee retirement was part of the fiscal
years 2000 and 1999 budget process and was, in part, a substitute for salary increases. The pickup is subject
to sufficientannual appropriations and those employees covered may vary across employee groups and state
agencies. Currently, state officers, judges, general assembly members, and state university employees are
not eligible for the employee pickup.

Other Post-Employment Benefits. In addition to providing pension benefits, the State Employees Group
Insurance Act of 1971, as amended, requires that certain health, dental and life insurance benefits shall be
provided by the state to annuitants who are former state employees. This includes annuitants of the System.
Substantially all state employees including the System's employees may become eligible for post-
employment benefits ifthey eventually become annuitants. Health and dental benefits include basic benefits
for annuitants under the state's self-insurance plan and insurance contracts currently in force. Life
insurance benefits are limited to five thousand dollars per annuitant age 60 and older.

Costs incurred for health, dental and life insurance for annuitants and their dependents were not separated
from benefits provided to active employees and their dependents for the years ended June 30, 2000 and
1999. However, post-employment costs for the state as a whole for all state agencies/departments for
dependent health, dental and life insurance for annuitants and their dependents are disclosed in the State of
Illinois' Comprehensive Annual Financial Report. Cost information for retirees by individual state agency
is not available. Payments are made on a "pay-as-you-go" basis. The System is not the administrator of
any of the other post-employment benefits described above.

General Assembly Retirement System, State of Iilinois - 11
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Schedule of Funding Progress )

Required Supplementary Information

Actuarial  Actuarial Accrued  Unfunded UAAL as a

Actuarial  Value of Liability (AAL) AAL Funded Covered Percentage of
Valuation Assets -Projected Unit (UAAL) Ratio Payroll Covered Payroll

Date (a) Credit (b) {(b-a) (a/b) {(c) ([b-a)/c)
6/30/97  $56,709,651 $143,836,605 $87,126,954 39.4% § 9,362,000 930.6%
6/30/98 62,737,590 150,408,448 87,670,858 41.7 10,005,000 876.3
6/30/99 66,832,508 160,870,755 04,038,247 41.5 10,467,000 898.4
6/30/00 70,471,444 169,362,915 98,891,471 41.6 10,763,000 918.8

Schedule of Employer Contributions (!

Annual Annual
Required Required
Year Contribution Contribution
Ended per GASB Percentage per State Percentage
June 30 Statement No. 25 Contributed Statute Contributed
1997 $4,939,052 55.4% $ 2,738,000 100.0%
1998 5,318,505 585 3,113,000 100.0
1699 6,092,002 60.7 3,504,000 105.6
2600 6,311,995 62.6 3,951,000 100.0

(1) The required Schedules of Funding Progress and Employer Contributions are to include information for the
current year and as many of the prior years as information according to the parameters stipulated in GASB
Statement No. 25 entitled "Financial Reporting for Defined Benefit Pension Plans and Note Disclosures for
Defined Contribution Plans" is available. The schedules should not include information that does not meet
the parameters. The System has only four years of information which meet the requirements of the
parameters, therefore, that is all the information which is presented.

General Assembly Retirement System, State of Ilinois - 12



Required Supplementary Information

Notes to Required Supplementary Information

VAIIAHON QBLE .. vveoreerreeeeecrerseenes e reenrsseeressresceesssesessisascsens June 30, 2000
Actuarial cost method .....ccecenieiiiiini e Projected Unit Credit
Amortization method:
a) For GASB Statement No. 235 reporting purposes ........ ‘Level percent of payroll
b) Per state SEAtULE .vvvciiiiini e 15-year phase-in to a level percent of payroll until a

90% funding level is achieved
Remainingamortization period:

a) For GASB Statement No. 25 reporting purposes ....... 40 years, open
b) Per state STAIE ...t 45 years, closed
- Asset valuation method ... Fair value

Actuarial assumptions:

Investment rate of TEtUIN ...ccvvvevreieeerrericrereceereseareeneenas 8.0 percent per year, compounded annually
Projected salary inCreases..........cceevvrenncnncccrcnicnenenns 6.5 percent per year, compounded annually
Assumed inflation rate .........ccocvoevreieeneneien e 4.0 percent
Group size growth rate ........cccorerenirncsrcnreereneceereneens 0.0 percent
Post-retirement iNCT ASE .......ovvvvevrcveerniinrreesrensianereesseeines 3.0 percent per year, compounded annually

General Assembly Retirement System, State of Illinois - 13



Supplementary Financial information

SUMMARY OF REVENUES BY SOURCE

: Years Ended June 30, 2000 and 1999
o . 2000 1999 |
. Contributions: ?
Participants: |
g Participants $ 1,317,542 $ 1340571 |
. Interest paid by participants - 52,095 |
i 3 Transferred from reciprocating systems ' - 21.010
- Total participant contributions 1,317,542 1,413,676
5.  _ Employer:
3 General Revenue Fund 3,471,000 3,097,300
3 State Pension Fund 480,600 494,718
Paid by participants - 107,740
Total employercontributions - 3,951,000 3,699,758
Total contributions revenue 5,268,542 5,113,434
Investments; :
Net investment income 1,603,495 1,724,874
o Interest earned on cash balances 98,951 90,384
g Net appreciation in fair value of investments 5,859,238 5,868,376
b Total net investment revenue 7,561,684 7,683,634
Total revenue $12,830,226 $12,797,068

i SUMMARY SCHEDULE OF CASH RECEIPTS AND DISBURSEMENTS
' Years Ended June 30, 2000 and 1999

= 2000 1999
i Cash balance, beginning of year -~ $1,657,356 $1,643,053
g Receipts:
; Participant contributions 1,317,542 1,384,435
i S Employercontributions:
1 General Revenue Fund 3,471,000 3,097,300
F f State Pension Fund 480,000 : 494,718
g Paid by participants - 107,740
Receipts from reciprocal systems - 21,010
4 , Interest income on cash balances 97,575 91,586
7 S After tax installment payments 1,856 1,856
g Tax deferred instaliment payments 3,505 8,078
g Cancellation of annuities 1,206 28,345
"; ‘ Transfers from Illinois State Board of Investment 3,800,000 3,500,000
41 Miscellaneous . 51 -
13 Total cash receipts ' 9,172,735 8,735,068
? ‘ Disbursements:
- Benefit payments: -
§ Retirement annuities 7,186,818 6,745,946
1 Survivors’ annuities 1,655,070 1,595,460
{ 1 Refunds 97,651 145,973
‘ Administrative expenses 252,476 229386
iE Total cash disbursements 9,192,015 __8720,765_
Cash balance, end of year $1.638076 81,657,356

General Assembly Retirement System, State of Iflinois - 14



e it Suppiementary Financial Information

g SCHEDULE OF PAYMENTS TO CONSULTANTS
1. | . Years Ended June 30,2000 and 1999

Actuary $ 14000 $ 13,000
Audit fees 16,644 10,870
Tax consultant 1,500 1,500
Total | | $ 32,144 $ 25370
i - .

i e
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Total this audit 0
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INTRODUCTION

This digest covers our compliance audit of the System
for the year ended June 30, 2000. A financial audit
covering the year ending June 30, 2000 is being issued
separately.

It should be noted that, pursuant to the Iilinois Pension
Code, investments of the System are managed by the
Illinois State Board of Investment.

There were no material findings of non
disclosed during our audit tests. We co
for maintaining effective fiscal contrpfS.

WILLIAM G. HOLLAND, Auditor General

WGH:RPU:pp

SPECIAL ASSISTANT AUDITORS

Thomas Havey LLP were our special assistant auditors
for this audit:

{Financial Information and Activity Measures are summarized on the reverse page.}



GENERAL ASSEMBLY RETIREMENT SYSTEM

INFORMATION FROM FINANCIAL AND COMPLIANCE AUDITS
TWO YEARS ENDED JUNE 30, 2000

FINANCIAL OPERATIONS ©FY2000 | FY 1999
REVENUES
Contributions:
Participants ..........cccovevievirineriiinnnan, $ 1,317,542 $ 1,413,676
State General Revenue Fund ................ 3,471,000 3,097,300
State Pension Fund...............coceiins 480,000 494 718
Other ... 0 107,740
Net investment INCOME ...........coeueuveennnen.. 1,603,495 1,724,874
Net appreciation in fair value on investments. 5,859,238 5,868,376
Interest earned on-cash balances................. 098,951 ' 90.384
Total Revenue ..........coooivvvvninnens $12.830.226 $ 12.797.068
EXPENSES
Benefits:
Retirement annuities .................... e $7,186,818 $ 6,742,033
Survivors' anmuities.........cocoevuvnievninnn.. 1,653,864 1,591,631
Refunds .........coooiiiiiiieeeee 97,593 129,369
Administration ..........ccocoviiniiiniiienens. 253,015 239.117
Total Expenses ......c.cooovvvennnnnnnn.. $9.191.290 $ 8,702,150
SELECTED ACCOUNT BALANCES | JUNE 30, 2000: | JUNE 30, 1999
Cash oo $1,638,076 $1,657,356
ReCeIvables ... o.oviei e $9,721 $11,792
Investments, at fair value ............ccoveviiniiieienn.. $68,916,666 365,253,933
Property and equipment, net of accumulated
depreciation. ... ...o.ovuieiiiii e, $4,315 $5,632
Liabilities ..o e, $97,334 $96,205
Net Assets Held in Trust for Benefits .................. $70,471,444 $66,832,508
Actuarial Accrued Liability .....................coel0l $169,362,915 $160,870,755
Unfunded Liability ... $98,891,471 $94,038,247
SUPPLEMENTARY INFORMATION FY 2000 oo FY. 1999 -
Number of System employees (shared with Judges’
Retirement System) ..........ociiiiiiiiii 8 8
Number of retirees and beneficiaries currently
receiving benefits. ... 349 354
Inactive members not yet receiving benefits........... 110 118
Current Members:
Vested ..o 132 132
Nonvested .........oooiiiiiiiiiiiia 49 49
Total Retmurn on Investments .........ccooevvvieicnnvnnnn.. 11.8% 12.9%
EXECUTIVE SECRETARY

During Audit Period: Michael L. Mory
Currently: Michael L. Mory




GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS

COMPLIANCE AUDIT

YEAR ENDED JUNE 30, 2000

q TABLE OF CONTENTS

System Ofﬁcials

Compliance Report
Summary
Auditors’ Reports

Independent Auditors’ Special Report on State Compliance Testing
as Measured by State Audit Guide Criteria

Independent Auditors’ Special Report on Internal Controls for State Purposes
as Measured by State Audit Guide Criteria

Independent Auditors’ Report on Compliance and on Internal Control Over
Financial Reporting Based on an Audit of the Financial Statements
Performed in Accordance with Government Auditing Standards

Financial Statement Report

System’s Annual Financial Audit
Financial Report as of and for the Year Ended June 30, 2000
(issued under separate cover)

Financial Related Information
Summary

Independent Auditors’ Report on Supplementary Information
for Compliance Audit Purposes

Supplementary Information
Financial Related Schedules
Schedule of Aﬁpropriations, Expenditures and Lapsed Balances

¢ Comparative Schedules of Net Appropriations, Expenditures
and Lapsed Balances

PAGE

10

11

12



" GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS
COMPLIANCE AUDIT

YEAR ENDED JUNE 30, 2000

TABLE OF CONTENTS

Financial Related Information (continued)
Supplementary Information (continued)
Financial Related Schedules (continued)
Comparative Schedules of Revenue and Expenses
Coﬁxparative Schedules of Administrative Expenses
Schedule of Changes in Office Equipment

Reconciliation of Revenue to Cash Receipts and to Deposits
Remitted to the State Comptroller

Schedules of Funding Progress and Employer Contributions
Explanation of Sigriiﬁcant Variations in Revenues
Explanation of Significant Variations in Expenses

Analysis of Significant Statement of Plan Net Assets Accounts

4 Analysis of Investment Performance (unaudited)

Emergency Purchases

Analysis of Operations
System’s Functions and Planning Program
Progress in Funding the System
System Employeeé
Comparison of Administrative Expenses to Total Expenses
Major State Mandate Testing

Service Efforts and Accomplishments (unaudited)

PAGE

13

14

15

16
17
18
19
20

22

22

23
24
25
25
26
26



GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS
COMPLIANCE AUDIT

YEAR ENDED JUNE 30, 2000

SYSTEM OFFICIALS
Executive Secretary Michael L. Mory
Associate Executive Secretary Robert V. Knox
Division Manager Rudy J. Kink
Accounting Division Supervisor David M. Richter
Legal Counsel Attomey General's Office

System offices are located at:

2101 South Veterans Patkway
P.O. Box 19255
Springfield, Illinois 62794-9255

JRTC 100 West Randolph
Suite 2-010
Chicago, lllinois 60601




GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS
COMPLIANCE AUDIT

YEAR ENDED JUNE 30, 2000
SUMMARY
" The compliance audit testing performed in this audit was conducted in accordance with

Government Auditing Standards and in accordance with the Illinois State Auditing Act.

Auditors’ Reports

The auditors’ reports on compliance and on internal control do not contain scope limitations,
disclaimers, or other significant nonstandard language.

Summary of Audit Findings

There were no audit findings for the year ended June 30, 2000.

Exit Conference

An exit conference was held on January 19, 2001. Attending were Mr. Michael Mory and M.

Nicholas Merrill of the State Retirement Systems, Mr. R. Paul Usherwood of the Office of the
Auditor General, and Mr. Steve Felke and Mr. Jim Quaid of Thomas Havey LLP.
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INDEPENDENT AUDITORS' SPECIAL REPORT ON STATE COMPLIANCE
TESTING AS MEASURED BY STATE AUDIT GUIDE CRITERIA

Honorable William G. Holland
Aunditor General
State of Illinois

As Special Assistant Auditors for the Auditor General, we have performed special State
compliance testing in accordance with the "Audit Guide For Performing Compliance Audits of
Illinois State Agencies" (Audit Guide) issued by the Office of the Auditor General of the
operations of the General Assembly Retirement System, State of Illinois for the year ended
June 30, 2000.

We conducted our special State compliance testing in accordance with the Illinois State Auditing
Act (Act); in accordance with the applicable auditing standards which are set forth in the Audit
Guide as adopted by the Auditor General pursuant to the Act; and, insofar as such standards are
applicable to this special testing, in accordance with Government Auditing Standards, issued by
the Comptroller General of the United States.

Our examination included such tests of the accounting records and such other procedures as we
considered necessary in the circumstances. Our program of tests and other auditing procedures
has been separately furnished to you. The procedures for special State compliance testing as
required by the Audit Guide were designed to determine with reasonable, but not absolute,
assurance:

A. Whether the audited System has obligated, expended, received and used public funds of
the State in accordance with the purpose for which such funds have been appropriated or
otherwise authorized by law. '

B. Whether the audited System has obligated, expended, received and used public funds of
the State in accordance with any limitations, restrictions, conditions or mandatory
directions imposed by law upon such obligation, expenditure, receipt or use.

C. Whether the audited System has generally complied with applicable laws and regulations,
including the State uniform accounting system, in its financial and fiscal operations.

D. Whether the audited System 1s maintaining effective accounting control over revenues,
. obligations, expenditures, assets and liabilities.

-3
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E. Whether collections of State revenues and receipts by the audited System are in
accordance with applicable laws and regulations and whether the accounting and
recordkeeping of such revenues and receipts is fair, accurate and in accordance with law.

F. Whether money or negotiable securities or similar assets handled by the audited System
on behalf of the State or held in trust by the audited System have been properly and
legally administered and whether the accounting and recordkeeping relating thereto is
proper, accurate and in accordance with law.

G. Whether tests of System fiscal operations reveal no evidence of fraud or dishonesty.

H. Whether the records, books and accounts of the audited System adequately record its
financial and fiscal operations and provide a basis for review of accountability by
external auditors.

L Whether key financial, statistical, and program data produced by the audited System
provide useful information for review of accountability regarding service efforts and
© accomplishments.

The concept of obtaining reasonable, but not absolute, assurance recognizes that the cost of the
audit should not exceed the benefits derived and that judgments need to be made regarding the
nature and extent of audit procedures. Special State compliance testing of this type is based
upon test samples and would not necessarily disclose all situations of noncompliance which
might exist.

There were no findings of noncompliance disclosed by our special State compliance audit tests
which are required to be reported in accordance with the Audit Guide.

There were no immaterial findings developed in this special State compliance testing which have
been excluded from this report.

This report is intended solely for the information and use of the Auditor General, the Generai

Assembly, the Legislative Audit Commission, the Governor and System management, and is not
intended to be and should not be used by anyone other than these specified parties. -
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INDEPENDENT AUDITORS’ SPECIAL REPORT ON INTERNAL CONTROLS FOR
STATE PURPOSES AS MEASURED BY STATE AUDIT GUIDE CRITERIA

Honorable William G. Holland
Auditor General
State of Illinois

As Special Assistant Auditors for the Auditor General, we performed special State compliance
testing of the operations of the General Assembly Retirement System of Ilinois for the year
ended June 30, 2000, and we have issued our special report thereon dated October 18, 2000. We
have also made a study of the internal controls of the General Assembly Retirement System,
State of Illinois that we considered relevant to the criteria established by the Office of the
Auditor General in Chapter 7 of the “Audit Guide For Performing Compliance Audits of Illinois
State Agencies” (Audit Guide). Our study included tests of compliance with such internal
controls during the period from July 1, 1999 through June 30, 2000. These tests were performed
as a portion of our testing of that System for State compliance purposes. This special report
concerns only our State compliance testing.

We conducted our special State compliance testing in accordance with the Audit Guide; applicable
generally accepted auditing standards; and applicable Government Auditing Standards, issued by
the Comptroller General of the United States.

In planning and performing our special State compliance testing, we considered the internal
controls in order to determine our auditing procedures for the purpose of reporting on our special
State compliance testing and to satisfy the requirements of the Audit Guide, but not to provide an
opinion on the internal controls. Accordingly, we do not express such an opinion.

The management of the General Assembly Retirement System, State of Illinois is responsible for
establishing, maintaining, and monitoring internal controls. In fulfilling this responsibility,
estimates and judgments by management are required to assess the expected benefits and related
costs of internal controls. Because of inherent limitations in any internal controls, errors or
irregularities may nevertheless occur and not be detected. Also, projection of any evaluation of
internal controls to future periods is subject to the risk that internal controls may become
inadequate because of changes in conditions or that the effectiveness of the design and operation
of control activities may deteriorate. '

-5-
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For the purpose of this special report, we have classified the significant internal control activities
in the following categories:

System Organization and Management
Administrative Support Services
Budgeting, Accounting and Reporting
Purchasing, Contracting and Leasing
Expenditure Control

Personnel and Payroll

Property and Equipment

Revenues and Receivables

Electronic Data Processing

For all of the internal control categories listed above, we obtained an understanding of the design
of relevant policies and procedures and whether they have been placed in operation, and we
assessed control risk.

Our consideration of the internal controls would not necessarily disclose all matters in the
internal controls that might be reportable. Reportable matters for State compliance audit
purposes involve items coming to our attention relating to significant deficiencies in the design
or operation of the internal controls. We understand that internal controls in conformity with the
criteria established by your Audit Guide are considered by the Office of the Auditor General to
be adequate for State compliance audit purposes in accordance with the Illinois State Auditing
Act and related regulations, and that policies or procedures not in conformity with those criteria
indicate some inadequacy for such purposes which should be reported.

We noted no matters involving the internal controls that we considered to be significant pursuant
to the criteria established by your Audit Guide.

There were no immaterial findings developed relating to the internal controls which have been
excluded from this report.

This report is intended solely for the information and use of the Auditor General, the General

Assembly, the Legislative Audit Commission, the Govemnor and System management, and is not
intended to be and should not be used by anyone other than these specified parties.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable William G. Holland
Auditor General
State of Illinois

As Special Assistant Auditors for the Auditor General, we have audited the financial statements
of the General Assembly Retirement System, State of Illinois as of June 30, 2000 and 1999 and
for the years then ended and have issued our report thereon dated October 18, 2000. We
conducted our audits in accordance with generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the System's financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grants, noncompliance with which could have a direct and material effect
on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance that are
required to be reported under Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the System's internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion
on the financial staternents and not to provide assurance on the internal control over financial
reporting. Our consideration of the intemal control over financial reporting would not
necessarily disclose all matters in the internal control over financial reporting that might be
material weaknesses. A material weakness is a condition in which the design or operation of one
or more of the internal control components does not reduce to a relatively low level the risk that
misstatements in amounts that would be material in relation to the financial statements being
audited may occur and not be detected within a timely period by employees in the normal course
of performing their assigned functions. We noted no matters involving the internal control over
financial reporting and its operation that we consider to be material weaknesses.

-7-
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This report is intended solely for the information and use of the Auditor General, the General
Assembly, the Legislative Audit Commission, the Governor and System management, and is not
intended to be and should not be used by anyone other than these specified parties.
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GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS
CbMPuANCE AUDIT
YEAR ENDED JUNE 30, 2000
FINANCIAL RELATED INFORMATION

SUMMARY

Financial related information presented in this section of the audit includes the following:

Financial Related Schedules:

Schedule of Appropriations, Expenditures and Lapsed Balances

Comparative Schedules of Net Appropriations, Expenditures
and Lapsed Balances

Comparative Schedules of Revenue and Expenses

Comparative Schedules of Administrative Expenses

Reconciliation of Revenue to Cash Receipts and to Deposits
Remitted to the State Comptroller

Schedule of Changes in Office Equipment

Schedules of Funding Progress and Employer Contributions

Explanation of Significant Variations in Revenues

Explanation of Significant Variations in Expenses

Analysis of Significant Statement of Plan Net Assets Accounts

Analysis of Investment Performance (unaudited)

Emergency Purchases

Analysis of Operations:

System's Functions and Planning Program

Progress in Funding the System

System Employees

Comparison of Administrative Expenses to Total Expenses
Major State Mandate Testing

Service Efforts and Accomplishments (unaudited)

" The auditors’ report on the supplementary information presented in this section states that it has
been subjected to the auditing procedures applied in the audit of the financial statements and, in
the auditors’ opinion, except for that portion marked "unaudited," on which they express no

opinion, it is fairly stated in all material respects in relation to the financial statements taken as a

whole.
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INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY INFORMATION
FOR COMPLIANCE AUPIT PURPOSES

Honorable William G. Holland
Auditor General
State of Illinois

As Special Assistant Auditors for the Auditor General, we have audited the financial statements
of the General Assembly Retirement System, State of Illinois, as of and for the years ended
June 30, 2000 and 1999 and have issued our report thereon dated October 18, 2000, which are
not included within this Compliance Audit. These financial statements and the supplementary
information referred to below are the responsibility of System management. Qur responsibility
is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the Illinois State Auditing Act (Act); the auditing
standards which are set forth in the Audit Guide as adopted by the Auditor General pursuant to
the Act; and insofar as such standards are applicable, in accordance with Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that
we plan and perform an audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

Our audits were made for the purpose of forming an opinion on the financial statements of the
General Assembly Retirement System, State of Illinois taken as a whole. The accompanying
supplementary information, as listed in the Table of Contents as Financial Related Information,
is presented for the purpose of additional analysis and is not a required part of the financial
statements of the General Assembly Retirement System, State of Illinois. Such information,
except for that portion marked “unaudited,” on which we express no opinion, has been subjected
to the auditing procedures applied in the audit 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.

Al i
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GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS
COMPLIANCE AUDIT
SCHEDULE OF APPROPRIATIONS, EXPENDITURES AND LAPSED BALANCES

FourTeEEN MoNTHS ENDED AUucGusT 31, 2000

Lapse Period
Expenditures
July 1, 2000
Appropriations  Expenditures Through
(Net After Through August 31, Total Balances

Transfers) June 30, 2000 2000 -Expenditures  Lapsed
APPROPRIATED FUNDS

General Revenue Fund
State's contribution to the System, regular
(Public Act 91-0020) ' $ 3,471,000 5 3,471,000 3 - $ 3,471,000 5 -

State Pension Fund
Annual allocation to the System, pursuant to
Section 8.12 of the State Finance Act

(Public Act 91-0020) 480,000 480,000 - 480,000 -
Total all appropriated funds § 3,951,000 3,951,000 - 3,951,000 § -
NONAPPROPRIATED FUNDS
Benefits and other nonadministrative expenditures
Pensions and annuities 5 - 8,841,888 - 8,841,888 5 -
Nonrecurring refunds and distributions - 97,593 Lo 97,593 -
Refinds, not classified elsewhere - 58 - 58 -
- 8,939,539 - 8,939,539 -
Administrative expenditures
Personal services - 102,406 34,816 137,222 -
Employee retirement pickup - 4,099 1,394 5,493 -
Retirement contributions - 9,956 3,383 13,339 -
Social Security contributions - 6,989 2,409 9,398 -
Group insurance - 10,180 3,394 13,574 -
Contractual services ) - 52,083 5,948 58,031 -
Travel - 987 661 1,648 -
Commodities - 164 224 388 -
Printing - 1,260 i1l 1,371 -
Electronic data processing - 3,387 3,608 6,995 -
Telecommunications - 941 582 1,523 -
. - 192,452 56,530 248,982 -
Total nonappropriated funds $ - 9,131,991 56,530 9,188,521 $ -
GRAND TOTAL, ALL FUNDS $13,082991 3 56530  $13,139,521

The above data was taken from System records which have been reconciled to those of the State Comptrotler.
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GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS

COMPLIANCE AUDIT

COMPARATIVE SCHEDULES OF NET APPROPRIATIONS, EXPENDITURES
AND LAPSED BALANCES

YEARS ENDED JUNE 30, 2000, 1999 AND 1998

GENERAL REVENUE FUND
Appropriations (net after transfers)
Expenditures, State contributions

Lapsed balances

STATE PENSION FUND
Appropriations (net after transfers)
Expenditures, annual allocations

Lapsed balances

GRAND TOTAL, ALL FUNDS
Appropriations (net after transfers)
Total expenditures

Lapsed balances

‘ Fiscal Year
2000 1999 1998
P.A. 910020 P.A.90-0585  P.A.90:0010
$ 3,471,000 § 3,097,300 $ 2,852,300
3,471,000 3,097,300 2,852,300
$ - $ - $ ;
$ 480000 § 494719 § 260,700
480,000 494,719 260,700
$ - $ - 3 -
$ 3,951,000 § 3,592,019 $ 3,113,000
3.951,000 3,592,019 3,113,000
$ : $ : $ ;
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GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS

COMPLIANCE AUDIT
COMPARATIVE SCHEDULES OF REVENUE AND EXPENSES

~ YEaRS ENDED JUNE 30, 2000 aND 1999

2000
REVENUE
Contributions
~ Participants $ 1,317,542
Employer ‘ 3,951,000
Total contributions 5,268,542
Investments
Net investment income . ' 1,603,495
Interest earned on cash balances 98,951
Net appreciation in fair value of investments 5,859,238
Total net investment income 7,561,684
Total revenue 12,830,226
EXPENSES
Benefits
Retirement annuities 7,186,818
Survivors' annuities 1,653,864
Total benefits 8,840,682
Refunds of contributions _ 97,593
Administrative expenses 253,015
Total expenses 9,191,290
EXCESS OF REVENUE OVER EXPENSES $ 3,638,936

- 13-

1999

$ 1,413,676

3,699,758
5,113,434

1,724,874
90,384
5,868,376

7,683,634
12,797,068

6,742,033
1,591,631
8,333,664

129,369
239,117

8,702,150



2000 1999

Personal services $ 137,222 $ 131,022
Employee retirement contributions paid by employer 5,493 5,252
Employer retirement contributions 13,339 12,511
Social Security contributions 9,398 8,917
Group insurance 13,574 11,899
Contractual services 57,981 51,833
Travel 1,648 1,970
Commodities - : 388 351
Printing 1,371 3,664
Electronic data processing 5,773 6,048
Telecommunications : 1,330 1,424
Depreciation 2,731 2,333
Other 2,767 1,893

Total ‘ K $ 253,015 $ 239,117

GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS
COMPLIANCE AUDIT
COMPARATIVE SCHEDULES OF ADMINISTRATIVE EXPENSES

YEARs ENDED JUNE 30, 2000 AND 1999

-14 -
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GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS
COMPLIANCE AUDIT
SCHEDULE OF CHANGES IN OFFICE EQUIPMENT

YEARr ENDED JUNE 30, 2000

Beginning Ending
Balance Additions  Degletions Balance

$30,785  $ 1,414  $(1,696)  $30,503
(25,153) (2,731) 1,696 (26,188)
$ 5632 $(1317) § - $ 4315

Equipment
Accumulated depreciation
Equipment, net

This schedule has been reconciled to property reports submitted to the Office of the Comptroller.
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GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS

COMPLIANCE AUDIT

RECONCILIATION OF REVENUE 170 CASH RECEIPTS AND
TO DEPOSITS REMITTED TO THE STATE COMPTROLLER

" YEaRrs ENDED JUNE 30, 2000 aND 1999

2000 1999
TOTAL REVENUE FOR THE YEAR $ 12,830,226 $ 12,797,068
ADD (DEDUCT)
Net investment income reinvested in the Illinois State
Board of Investment (ISBI) Commingled Fund (1,603,495) (1,724,874)
Net appreciation in fair value of investments reinvested
' in the ISBI Commingled Fund (5,859,238) (5,868,376)
Receivables:
Beginning of year 11,792 12,841
End of year , (9,721) (11,792)
Net cash transfers from ISBI 3,800,000 3,500,000
Participants' current year deferred service credit payments,
unearned at year end:
Beginning of year (9,641) (7,784)
End of year o 11,497 9,641
Cancellation of annuities - 1,206 28,345
Current year miscellaneous refund netted against current year
TEVENnuE , 50 6,400
Current year tax deferred installment payment refunds 58 -
Total cash receipts 9,172,734 8,741,469
ADD (DEDUCT)
Interest on cash balances (97,575) (91,586)
Cancellation of annuities ' (1,206) (28,345)
DEPOSITS REMITTED TO THE STATE COMPTROLLER FOR ORDER
INTO THE STATE TREASURY -+ $ 9,073,953  § 8,621,538
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GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS

ScHEDULES OF FUNDING PROGRESS AND EMPLOYER CONTRIBUTIONS

Schedule of Funding Progress «

Actuarial Accrued
Actuarial Liability
" Actuarial Value {AAL)-Projected Unfunded Funded
Valuation of Assets Unit Credit AAL (UAAL) Ratio
Date (2) (b} (b-a) (a/b)
6/30/97 § 56,709,651 $ 143,836,605 % 87,126,954 39.4%
6/30/98 62,737,590 150,408,448 87,670,858 417
6/30/99 66,832,508 160,870,755 94,038,247 41.5
- 6/30/00 70,471,444 169,362,915 98,891,471 41.6
Schedule of Employer Contributions m
Annual Required
Year Contribution per Annual Required
Ended (GASB Statement Percentage Payroll Contribution  Percentage
June 30 No. 25 Contributed per State Statute ~ Contributed
1997 $ 4,939,052 55.4% $ 2,738,000 100.0%
1998 5,318,505 58.5 3,113,000 100.0
1999 6,092,002 60.7 3,504,000 105.6
2000 6,311,995 62.6 3,951,000 100.0

Covered
Payroll
(¢}
$ 9,362,000
10,605,000
10,467,000
10,763,000

UAALasa
Percentage
Covered Payroll
(b-a)e

930.6%
876.3
898.4
918.8

(1) The required Schedules of Funding Progress and Employer Contributions are to include information for the

current year and as many of the prior years as information according to the parameters stipulated in GASB

Statement No. 25 is available. The schedules should not include information that does not meet the

parameters. The Systern has only four years of information which meet the requirements of the parameters,

therefore, that is all the information which is presented.

Notes to Required Supplementary Information

Valuation date

Actuarial cost method

Amortization method:
(2) For GASB Statement No. 25 reporting purposes
(b) Per State Statute

Remaining amortization period:
(a) For GASB Statement No. 25 reporting purposes
{(b) Per State Statute
Asset valuation method
Actuarial assumptions:
Investment rate of retum
Projected salary increases
Assumed inflation rate
Group size growth rate
Postretirement increase

June 30, 2000
Projected Unit Credit

Level percent of payroll

15-year phase-in to a level percent of payroll until a 90%

funding level is achieved

40 years, open
45 years, closed
Fair value

8.0 percent per year, compounded annually
6.5 percent per year, compounded annually

4.0 percent
0.0 percent

3.0 percent per year, compounded annually
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GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS
COMPLIANCE AUDIT

YEAR ENDED JUNE 30, 2000

EXPLANATION OF SIGNIFICANT VARIATIONS IN REVENUES

Comments on Significant Variations Between Certain Revenue Accounts

2000 1999 Increase/(Decrease)

Contributions from participants $ 1317,542 § 1,413,676 $ (96,134) (1)

Contributions from employer 3,951,000 3,699,758 251,242 (2)
Net investment income and interest

earned on cash balances 1,702,446 1,815,258 (112,812) (3)

Net appreciation in fair value of investrments 5,859,238 5,868,376 (9,138) (3)

(1)  This variation is mainly due to a decrease in the total covered payroll during the year
ended June 30, 2000,

(2)  This variation is mainly due to an increase in the actuarially determined employer
contributions that are required to be paid to the System by the State each fiscal year. The
required contributions are computed in accordance with the State’s funding legislation
(P.A. 88-0593) which became effective July 1, 1995.

3) Investments are managed by the Illinois State Board of Investment (ISBI) pursuant to
Chapter 40, Article 5/22A of the Illinois Compiled Statutes and were maintained in the
ISBI Commingled Fund during the year ended June 30, 2000.

This variation is due to the net change in overall market performance, especially in the
equity market. Overall, the rate of return decreased from 12.9% during the fiscal year
ended June 30, 1999 to 11.8% during the fiscal year ended June 30, 2000.
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GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS
COMPLIANCE AUDIT

YEAR ENDED JUNE 30, 2000
EXPLANATION OF SIGNIFICANT VARIATIONS IN EXPENSES

Comments on Significant Variations Between Certain Expense Accounts

2000 1999 Increase
Retirement annuities $ 7,186,818 § 6,742,033 § 444,785 (1)

(1)  The increase is due to the addition of annuitants that receive higher monthly benefits than
the annuitants removed during the year ended June 30, 2000, There is also a 3%
automatic annuity increase each year to offset the effects of inflation.
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GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS
COMPLIANCE AUDIT

YEAR ENDED JUNE 30, 2000

ANALYSIS OF SIGNIFICANT STATEMENT OF PLAN NET ASSETS ACCOUNTS

2000 1999

Cash Balances

Cash in State Treasury $ 1,638,076 $ 1,657,356

The decrease in cash balances from the prior year is mainly due to timing differences in the
receipts, expenditures, and transfer of funds from the Illinois State Board of Investment (ISBI).

000 1999
~ Receivables |
Participants' contributions $ 1,723 $ 5,170
Interest on cash balances 7,998 . 6,622
Total receivables $§ 9,721 $ 11,792

No receivables were deemed uncollectibie at June 30, 2000.
Investments

General information:

Pursuant to Article 22A of the Illinois Pension Code, investments of the General
Assembly Retirement System of Illinois are managed by the ISBI and are held in the ISBI
Commingled Fund. Units of the ISBI Commingled Fund are issued to the member

! : systems on the last day of the month based on the unit net asset value calculated as of that
date. Net investment income of the ISBI Commingled Fund is allocated to each of the
member systems on the last day of the month on the bas1s of percentage of accumulated
units owned by the respective systems, :

Investment portfolio management and performance are the direct responsibility of the
ISBI which establishes investment policy and strategy.
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GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS
COMPLIANCE AUDIT

YEAR ENDED JUNE 30, 2000
ANALYSIS OF SIGNIFICANT STATEMENT OF PLAN NET ASSETS ACCOUNTS (CONTINUED)
Investments (continued)

Comparison of the changes in the System’s investments held in the ISBI Commingled Fund for
the years ended June 30, 2000 and 1999 are summanzed as follows:

2000 1999
‘ Balance at beginning of year, at fair value $ 65,253,933 $ 61,160,683
'- ' Net cash (withdrawn) from investments (3,800,000) (3,500,000)
i 61,453,933 57,660,683
; Investment income
h Interest, dividends and other 1,760,762 1,852,422
: Expenses (157,267) (127,548)
: Net investment income ‘ 1,603,495 1,724,874
g 3
‘ Net appreciation in fair value of investments
% Net unrealized gain (loss) on investments - (1,647,397) 1,103,885
a4 . Net realized gain on sale of investments 7,506,635 4,764,491
g 5,859,238 5,868,376
Total net investment income 7,462,733 7,593,250
i
g Balance at end of year, at fair value $ 68916666 § 65253933
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GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS
COMPLIANCE AUDIT

YEAR ENDED JUNE 30, 2000

ANALYSIS OF INVESTMENT PERFORMANCE (UNAUDITED)

An analysis of investment performance for the years ended June 30, 2000 and 1999 is
summarized as follows:

2000 1999
Total return * 11.8% 12.9%
Average net income yield * . 24 2.8

* Total return is the combined effect of income earned and market appreciation (depreciation).
Average net income yield is the income eamed for the year divided by the averagc market
value of assets employed.

] EMERGENCY PURCHASES
IR

i No emergency purchases were reported by the System to the Office of the Auditor General
gl during fiscal year 2000.

i |

'

|
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GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS
COMPLIANCE AUDIT

YEAR ENDED JUNE 30, 2000

SYSTEM’S FUNCTIONS AND PLANNING PROGRAM

The General Assembly Retirement System, State of Illinois was created to provide retirement
annuities, survivors' annuities and other benefits for members and presiding officers of the
General Assembly and their survivors. The governing statute was amended in 1975

(P.A. 79-969) to extend coverage to certain elected State executive officers.

“The System began operations on November 1, 1947, and is governed by Chapter 40 Act 5,
Article 2, of the Illinois Compiled Statutes. It is administered by a Board of Trustees consisting
of seven persons, as follows: the President of the Senate, ex officio, or his designee, two
members of the Senate appointed by the President of the Senate, three members of the House of
Representatives appointed by the Speaker of the House of Representatives, and one person
elected from the member annuitants.

Representative Lee A. Daniels is Chairman of the Board of Trustees and Mr. Michael L. Mory 1s
the Executive Secretary of the System. The Executive Secretary is appointed by the Board and is
charged with the administration of the detailed affairs of the System.

The System is also responsible for the general administration of the State Employees Group
Insurance Program as it applies to eligible annuitants. This includes enrollment, processing life
insurance claims and other administrative details related to that program.

Currently, the System utilizes a formal planning program which includes, among other things,
operational project planning as well as administrative expense budgeting.

During fiscal year 2000, due to the development of a comprehensive “Year 2000” comliance
program, the System entered the new millenium with all computer application and information
systems, physical facilities and equipment being Y2K compliant and fully operational. In
addition, the System also developed and implemented a new automated system to process
Qualified Illinois Domestic Relations Orders (QILDROs) and the State Retirement’s EDP
Division conducted a needs assessment review to identify future computer and information
system needs.

During fiscal year 2001, the System will begin the implementation of a new general ledger
accounting system and the expansion of services available through the State Retirement’s
website at http://www .state.il.us/srs. Additionally, the System will also continue to offer
preretirement, postretirement and one-on-one counseling seminars at various locations
throughout the State.
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GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS
COMPLIANCE AUDIT

YEAR ENDED JUNE 30, 2000
SYSTEM’S FUNCTIONS AND PLANNING PROGRAM (CONTINUED)

The information above constitutes System representations and no attempt has been made to
evaluate the technical details of the planning or the System's progress toward implementation.
Overall, it appears that the System's management and planning procedures are sufficient with
regard to the System's needs and statutory requirements.

The General Assembly Retirement System's main office is located at 2101 South Veterans
Parkway, Springfield, Illinois. The System also has a field service office located at James R.
Thompson Center, 100 West Randolph, Suite 2-010, Chicago, Illinois. The System's Executive
Secretary is Michael L. Mory.

PROGRESS IN FUNDING THE SYSTEM

The actuarial accrued liability of the Systemn as of June 30, 2000, amounted to approximately
$169 million. The actuarial value of assets (at fair value) as of June 30, 2000, amounted to
approximately $70 million, leaving an unfunded actuarial accrued liability of approximately
$99 million.

In August 1994, Senate Bill 533 was signed into law as Public Act 88-0593. This funding
legislation, which became effective July 1, 1995, provides for a systematic 50 year funding plan
with an ultimate goal to fund the cost of maintaining and administering the System at an actuarial
funded ratio of 90%. In addition, the new funding plan provides for a 15 year phase-in period to
allow the State to adapt to the increased financial commitment. Once the 15 year phase-in is
complete, the State’s contribution will then remain at a level percentage of payroil for the next 35
years until the 90% funded level is achieved.

The new funding legislation also provides for the establishment of a continuing appropriation of

the required employer contributions to the System. This will, in effect, remove the appropriation
of these funds from the annual budgetary process.
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GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS
COMPLIANCE AUDIT

YEAR ENDED JUNE 30, 2000

SYSTEM EMPLOYEES

The System does not have any designated employees. However, personal services and all related

f : expenses are shared with the Judges' Retirement System of Illinois as explained below:

.

, COMPARISON OF ADMINISTRATIVE EXPENSES TO TOTAL EXPENSES

, 2000 1999

| Total expenses

Benefits $ 8,840,682 $ 8,333,064

HE Refunds 97,593 129,369

5 Administrative 253,015 239,117

i Total expenses $ 9,191,290 $ 8,702,150
Administrative expenses as a percentage of total expenses 2.8% 2.7%

Administrative expenses are not subject to appropriation contro} but are controlled by budgets
% adopted by the Board of Trustees. Administrative expenses common to the General Assembly
2 Retirement System, State of Illinois and Judges' Retirement System of Ilinois are paid 40% by
the General Assembly Retirement System, State of Itlinois and 60% by the Judges’ Retirement
System of Illinois. Invoices/vouchers covering common expenses incurred are paid by the
Judges' Retirement System of Illinois and 40% thereof is allocated to and reimbursed by the
General Assembly Retirement System, State of Illinois.
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GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS
COMPLIANCE AUDIT

YEAR ENDED JUNE 30, 2000
MAJOR STATE MANDATE TESTING

As part of our compliance audit for the year ended June 30, 2000, we performed certain
procedures to determine whether the System was in compliance with statutory mandates
specifically applicable to it. We noted no instances of noncompliance by the System 1n relation
to the mandates tested.

SERVICE EFFORTS AND ACCOMPLISHMENTS (UNAUDITED)

2000 1999
Membership data :
Active members 181 181
Inactive members 110 118
Total members 291 299
E Benefit payments processed
8 Recurring
Retirement annuities (1) 221 224
-- Survivors' annuities (2) 125 127
3 Reversionary annuities 3 3
4 Total 349 354
E ' Termination refunds processed 3 2
it
g Retirement counseling*
; Preretirement seminars held - 1
1 One-on-one counseling programs held 2 3
P B . .
% : Postretirement seminars held 3 3
i
[

* Held in conjunction with the Judges' Retirement System of Illinoss.

(1) 87.5% of'the fiscal year 2000 retirement annuities were processed in less than 30 days.
(2) 100% of the fiscal year 2000 survivors' annuities were processed in less than 30 days.
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GENERAL ASSEMBLY RETIREMENT SYSTEM,
STATE OF ILLINOIS

REPORT OF IMMATERIAL FINDINGS
Honorable William G. Holland
Auditor General
State of Illinois
Attention: Mr. R. Paul Usherwood, CPA, CIA
Dear Mr. Holland:
As required by the Audit Guide, any immaterial findings excluded from the audit report on the
compliance audit of the General Assembly Retirement System for the year ended June 30, 2000

are to be reported in a separate letter to your Office. There were no findings of this type that we
developed in our audit. In addition, there were no prior period immaterial findings.

%%LMD

October 18, 2000

CERTIFIED PUBLIC ACCOUNTANTS AND CONSUETANTS

30 N. LASALLE STREET * SUITE 4200 « Cuicaco, IL 60602 « 312.368.0500 » 312.368.0746 FAX » www.havey.com
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ILLINOIS: THE LAND OF LINCOLN

. Abraham Lincoln, one of this country’s most enduring symbols of dcmocracy, moved fo
Hlinois in 1830 and lwed here until he became president in 1861. There c can be no doubt .
- about how much he grcw—professwnally and emotionally, as a leader and as a man—-while -
residirig ini Springfield. In 1863, President Lincoln acknowledged this city when he
wrote, “Springfield is my home, and here, more than anywhere, are.my life-long frienclé ”

, His two and a half decades in the Sprmgﬁcld area are faithfully preserved along the
streets where he once walked. - In this year’s GARS annual report; we highlight the sig-
nificgnt Lincoln sites in the capitol city area. We| hope you enjoy this added fcaturc.

A

On the Cover: The bust of Lincoln, located in front of his tomb, captures the anxiety !

" Lincoln expenenced as president with the country torn apart by the Civil War and the issue -
of emancnpatlon for the slaves. i}




GENERAL ASSEMBLY
RETIREMENT SYSTEM,
CSTATEQFILLINOIS

A Pension Trusi Fund of the State of I-lli"Ois' BRI

* COMPREHENSIVE ANNUAL FINANCIAL REPORT
"FOR THE FISCAL YEAR ENDED JUNE 30, 2000

' GENERAL ASSEMBLY

RETIREMENT SYSTEM,

- STATE OF ILLINOIS

2101 SouthVetemns: Parkway .

PO Box19255. .

Springfield, Illinois 62794-9255 - o

: d'Prepared by the Accounting Divisiont -

. Printed by Authority of the State of Hlinois

% 500/$2.00ea/12/00/105-00

- o ‘o Prjnted on Récycled Paper S o

General Assembly Retirement System




Y

" Table of Confents

' INTRUDUCTORY SECTION : , e aenis — — H— 5 .
LLetter OF THARSIILAL ... ovvmo s eseaieeessesseeeesessensssssesssraseeesess e esemeeessasssseessessohesssresesen s bosesemsssaensehessesseseeessenssene 6
_ Admininstration, Board of Trustees and Admmlstratwe Staﬂ: ............................................................................ 11
Certificate of Achievement for Excellence irr Fmanclal Reportmg ...... e 12
FINANCIAL SECTION. . — — ' N 3 13 -
Inde’pendent-Auditors‘ Report i licieninnnininiad ettt inssssssesesiassisseesessisenssesssasss s sassssosssss 14
Financial Statements: . ] L . oo 7
Statements of Plan Net Assets ............. IS evarcsemet et e she e seben sresssesesssnsssssesssirreecis 15
Statements of Changes in Plan Net Assets «..oveereenns, erer g s s bbbt en e vesrtreaereeaseraasieaas 16 -
'Notes to Financial Statements s e O SO 17 -
Requlred Supplementaty Informanon o , . - .
Schedule of FUNAINg Progress ... mriossrsersersssssssessinmsasissessnsasssssssssnsssssasssossassosssassessssessserioseossesioe 24
Schedule of Employer Contrlbutlons ................. e eeberareetsseeseressnrran eerreanneranansd rereiaevenrens et naanaes 24
Notes to Required Supplementary Information ..........eieereesseeeeeeessserens reshesiessarerees S eevvensereonsnreseesees 24
Supplementary Flnanc1al Informatlon . o . .
Summary of Revenues DY SQUICE wverereeiosieeeeseeneseennenesens see et st sn s e nse e na s b et feeriveerprrenes 25
Summary Schedule of Cash Receipts and Disbursements eSS ns st s s s ert e trneirsennnenis 29
Schedufe of Payments to Consuitants .................................. eetastannareronmeashonbesrsorasssase st easaass et et e 26,
INVESTMENT SECTION... - i — - LA+
Investment Rep_ort reevreererre s ste st aasasasasarabeen et sansassese bt e AR et R Ea bt e e bt e ba st e e bttt e b s b et ns et eeerireen
Investnient Portfolio Summary .-...veeverienveerns reereesieererere e e eae e sae e e e e nsnbeenseans O
Aunalysis of Investment Performance . : . ‘
Additional Investment Informatlon s .
ACTUARIAL SECTION ..
Actuary 5 Certlﬁca.tlon Letter .................... ST ’.\..'. .................. SOOI, .34
Introduchon' SO ' (rsebedned X
~ Actuarial Cost Method and Summary of Major Actuarial Assumptions ......... IR 36
Summary of and Changes to the Plan Prowsmns ........... e i araene e erenenes ivereeeaerreseren eeterrenens 37
"Valuation Results ......... rveeaterereensfeteesteesessrterares e eee e et reereni s b enasaseas e e besesnnasesetaraeennen 38
- Short-term Solvency Test......... ' 5 .......... eereeceseneeenenenesensd  esereossesinsbnessseranton s nnenssbaneesninnsersenaaans 38
Surhmary of Aécrued and Unfunded Accrued Liabilities (Ana[ysxs of Fundmg) eiereseeressieterestesins e nasaiaratans 39
Reconciliation of Unfunded Actuarial Liability oooeverecivecrcss sy ssensssensnssessnesd. 39 -
Schedule of Retirants and Survivors' Annuitants Added To and Removed From Rolls ...I.Z.;l.,..:.‘. .............. R 40
Schedule of Active Membér Valuation Data crerare e e e s arrenes prerensensesnee cnensrsnarenre st erans 40
STATISTICAL SECTION ......; s .41
Asset Balances ........ eveseennbiesaenries e bbb iererineleveransresterenrarsrne e sasranererres .. 42
Liabilities and Reserve Bala.nces ........... Trresrsssssanad eersersssmesitesiesssesanaastons rvreeenrens 42
" Revenues by Source...: ........... et \ ................................... eerrte s renetaeranns eesreeninnns e -
“EXPENSES DY TYDE oo ieversesessssssosssiesesessesassisssmses tremmiesssmns inemsiod - '
_ Benefit Expenses bY TYDE ..ocuvrcurmmrcrsmnesiomnesresmssensssesesrsssosrsbas s ssesssnsssssssosssssssssanne rteee sttt tess
- Number of Participants .......c..ccrvruvonevveronns ST et e e nesee s it anssens
Termination Refunds ...i.outucitietonsecveoreeesinssiessosnes SO RO F TN vereeersannens -
Number of Recurring Benefit Payments - : feesend ;
Annuitants by Benefit Range (Monthly) - ; -
Suriivors by Benefit Range (Monthly) ..... ettt atasin evtsbresrentaens ereeermimenenenen! rerenrarareseresatew I 44,
.7 Number on Active Payrolls ........ Srrrsssensensinies enesssesbnsssesss e it st anasneie aseseoe b neeteesneee eeesenrn et e seserens 45
- Relirement Annuitants' StatlSI‘JCS and Average Monthly Beneﬁts .................... ' ..... w45
‘ ‘Active Retirees by State ...... eennemsneta s e e bR e RS R e s Sban e i e reesssassso s tasnsereeen 45 )
~ PLAN SUMMARY AND. LEGISLAT!VE SECTION... IR SR - e 47
i . . 4 ) L . , ‘ ' '

‘ Geﬂe}a/ Assembly Retirement Systém




INTRODUCTORY SECTION.

Lincoln was born in‘Hodggrbillé, Kentucky' on February 12, 1809. He _
spent his childhood and early adult life on-the brink of poverty. After
living in’ Kentucky, Indiana and parts of lllinois, Lincoln arrived i in
New Salem in 1831 at the age of 22. The six years meoln lived here
was a turning point in his life. Its social structure allowed the rough,
uneducated Lincoln to try a variety of occupations-store clerk, ‘

_ ra!lsplztter, postmaster, and deputy surveyor-before focusmg on law

and politics. : - '~ )
Fronically, only two years after Lincoln Ieft the town, rieaiby Peters-

burg gained the county seat, causing New Salem to dwindle and die as

raptdly as it once grew. Today, the National Park, Service has restored
the town to appear as it did in meoln s day

ysfem
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Lefter of Transmittal . ..

. S - ,. N 3 . ' 3 . ) 7-
- TATE ‘ ® State Employees' Retirement System of Illinois
RETIREMENT ® General Assembly Retirement System

SYSTEMS * Judges' Retirement System of lllinois -~~~ |

2101 South Veterans qukway,‘ﬂo. Box 19255, Springfield, IL 62794-9255 -

o - -December 1,2006 '

The Board of Trustees and Members : . .
General Assembly Retirement System, ' . :

State of [llinots ~ _ A .
Springfield, IL. 62794 g 7 . -

- Dear Board of Trust_ees and Members: , K : | .

. _ \
The comprehensive annual financial report of the General Assembly Retirement System State of Hliinois (System) as of and for the
fiscal year ended June 30,2000 is héreby submitted. Responsibility for.both the accuracy of the data and the completeness and fairness
. of the presentation, including all disclosures, rests with the Systéem. To the best of our knowledge and belief, the enclosed data are
accurate in alt material respects and are reported in a manner designed to present fairly the financial position and results of operations
of the System. All disclosures necessary to- enab[e the reader to galn an understandmg of the System s financial activities have been
included. ‘ :
' . s
The report consists.of six sections: o ' - . T e
' p
1. An Introductory Section Wthh contains this letter of transmittal, the-identification of the admmlstratwc orgamzatmn
_ ‘and the Certlﬁcate of Ach:evement for Excellence m Financial Reportmg, -
2, The Financial Sectjon which contains the report of the Independent Audltors, the financial statements of the System
and certain required and other supplementary fi nanmal mformat:on, -
) B .
3. The Investment Section which contains a report on mvestment activity, investment pohmes, investment results and
various investment schcdules, : ;
4. TheActuanal Section which contains the Actuary's Certification Letterand the results of the annual actuarial valuation;

X

5. The Statistical Section which contains significant statistical datai and ' =~ L

4

6. A summary of the System's plan provisions and current legislative changes. ‘

=+ Generally. accepted accounti'ﬁg principles require that the financial reporting ehfity include (1) the primary government (2)
organizations for.which the primary. government is financially accountable and (3) other organizations for which the nature and™

sigmficance of their relationship with the primary.government are such that exclusion would cause the reporting entity's financial
. statements to be m:sleadmg or incomplete. Based on the criteria, of the Governmental Accounting Standards Board Statément No.
. 14, there are no other state agencies, boards or' commissions, or other organizations required to be combined with the System, however,
the System is considered to be part of the State of Illinois ﬁnancral reporting entity, and is fo be combmed and mcluded in the State
of Illmoxs comprehenswe annual fmanc1a| report. -

t
i

'

Although the CeneraI Assembly Retlrement System, State Employees’ Retirement System and Judges' Retnrement System share a -
common administration, they are separate entities for legal and fi nancial reporting purposes. Therefore, the financial statements of
the.General Assembly Retirement System do not include pIan net asset information nor the changes in plan net assets of the State
Employees Retlrement System or]udges Retirement System . . L
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 PLAN HISTORY AND SERVICES PROVIDED

R DEDUCTIONS FROMPLAN NET Asstrs

©CINVESTMENTS : ' I

?

“Letter of Transmittal

The General Assembly Retirement System (System) was established as a public employee retirement system (PERS) by state statute
onJuly 1, 1947. As of June 30, 1948, the end of the System's first fiscal year of operations, there were a tota] of 190 participants and
the plan net assets valued at cost amounted to approximately $39 thousand. The fair value of plan net assets at the end of fiscal year
2000 amounted to $70.5 million and there were 291 active’ and inactive participants.

Thé mission of the System as prescrtbed by state statute is to “provide retirement annuities, survivors' annuities and other benefits for
membérs of the general assembly, certaln elected state of‘ﬁmals and thelr beneficiaries”. : :

,Responstblllty for operation of the System and the direction of its policies.is vested ina Board of Trustees c0n515tmg of seven members.

The administration of the detailed affairs of the System is the responsnbthty of the Executive Secrétary who is appmnted by the Board - -
_ of Trustees. Admm:stratlve pelicies and procedures are designed to ensure an accurate accounting of funds of the System and prompt \

payment of claims for beneﬁts within the a.pphcable state statute.

 ADDITIONS TO PLAN NET ASSETS

- « . ’ L) II . ’ . ' . - T ] N ) - - N v : )
Collections of employer and participant retirement contributions, as well as income from investments, provide the reserves necessary

"to finance retirement benefits. These revenue sources totaled $12. 830 million during the fiscal year ending June 30, 2000 which is

a sllght increase from the amount of revenue reported for fiscal year 1999, shown as follo

LN

- " Contributions:.

Part:ctpants
Employer
Investments e BT 562
* Total Revene " <. § 2.830

. N

The primary expense of-a retlrement system relates to the purpose for’ Whlch it is created; namely the payment of beneﬁts These
payments, together with the expensé to admiriister the plan, constitute the total expenses of the System. Expenses of the*System for

2000 and 1999 are shown below for cornpanson purposes o ,
oo : 2000 1999 .- '( Increase/(Deerease) Lo
(Mllhons) (Mllhons) ] (MllllOl’lS) (Percentage) ﬁ
Beneﬁts A e L L
; . - Retirement annumes , $ 7. 187 $ . .6 742 L $ 445 o ;; 6 6% :
Survwors annuities f' PR 1654 2ot 1592 j' 062 - ? 3.9%
Tota] Benefits Expenses _8841 - N 8334 - . S07 00 -6, ]%
RefuncIs T NN o :.0947{].‘.‘—' U 2 N R ’( 032) I (24 8)%
Admlmstratwe expenses R o7 & SR 1+ 014, b 9% r
“Total Expenses’ . .. 09191 " - $ 8702 ¢ . $ . .489_;” L 56%‘ :

PR T

‘Theincreasein benefit payments resulted primarily from (l) an Increasein the average beneﬁt payment amount and (2) post retirement .

Pl

annuity increases granted each year. L \ . ~
1

-

' The System s investments are managed by the Illmms State Board of Investment (ISBI) pursuant t¢' Chapter 40, Artrcle 5/22A of‘

 the Illinois Compiled Statutes, using the “prudent person rule”. This rule states that ﬁducnanes shall discharge their duties solely in

the interest of the fund participants and beneficiaries and with the degree of diligence, caré and skill which prudent men and women

would ordinarily exercise under similar circumstances in a like position. The ISBI maintains awu:le dwermﬁcatmn ofi mvestments within
this fund whtch serves to reduce overall nsk and incréase retums. :

4

General Assembly Retirement System
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* " Certificate of Achievement

Retlrement System
State of lllinois

For 1ts Comprehens:ve fAnnual i
-Financial Report : =
for the Flscal Year Ended

_ 2 dune: 30,1999

A Certlﬁcate of Achieverent for Excellence in Flnanmal )
Reportmg is presented by the. Goverrifment Finance Ofﬁcers ‘
“Association of the United States and Canada to.
: government units and public employee retlrement S
~systems whose’ comprehenswe annual financial -
"' repbrts {(CAFRs) achteve the highest
standards in government accounting' *
. and ﬁnanc:ai reportmg

y A'h

3Ru

Presrdent

. y /54

Execuhve Dlrector




On April 1 5 1837, meoln moved to Sprmgﬁeld from' New .
Salem and began practzcmg law. Two years later Lincoln
formed a partnership with Stephen Logan, and epentual.ly

moved into an office on the third floor of this building in 1843.

A year later Lincoln and Logan dissolved their partnership

_and Lincoln took on 26 year old William Herndon as his junior .
partner. Their practice flourished and became one of

Sprmgﬁela' s leading law firms. They occupzed the law office
until late 1852, but the Lincoln-Herndon partnersth lasted

until meoln s death in 1865.

Gqurgi Assembly Retirement System




General Assembly Retirement System

Indépendeni_‘ Auditors' Report

THOMAS..
HAVEY -
LLP

. INDEPENDENT AUDITORS’ REPORT

To the Honorab]e William G. Holland =~ Board of Trustees

Auditor General, State of Illinois General Assembly ‘Retirement System of Illmors
Springfield, Hlinois Springfield, Illinois

t

As Special Assistant Anditors for the Auditor General, we have audrted the accompanying statements of plan’

" - netassets as of June 30, 2000 and 1999 of the General AssemblyrRetlrement System of Illinois and the

statements of changes in plan net assets for the years then ended. These financial statements are the
responsibility of the System’s management Qur respon51b111ty is to express an opinion ox these financial
statemenis based on our audits.

. ' We conducted our audits in Zccordance with generally accepted auditing standards arfd the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General

of the United States. Those standards require that we plan and perform an audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentatron We believe that our aiidits provide a reasonab]e basis for our

opinion. _ .

Inour Opll'llOl'l, the ﬁnancxa] statements referred to above present fairly, in all matenal respects, the ﬁnancra]

. position of the General Assembly.Retirement System of Illinois as of June 30, 2000 and 1999, and the results of

~

its operat1ons for the years then ended in conformity with generally accepted accounting pnnclples

In accordance wtth Gavemment Auditing Standards, we have also issued our report dated October 18, 2000 on
our consideration of the General Assembly Retirement System of Tllinois’ internal Gontrol over financial
reporting and our test of its compliance with certain provisions of laws, regulations, contracts and grants. That

.report is an integral part of an audit performed in accordance with Goverrgment Auditing Standards and should
“be read in conjunction with.this report in considering the results of our audit.

Our andtts were made for the purpose of formmg an opinion on the ﬁnanc1a1 statements taken as a whole. The
required supplementary information, onpage 24, and other supplementary information, on pages 25 and 26,
are presented for the purpose of addmonal analysis and are not a required part of the financial statements of
the System. Such information has been subjected to the auditing procedures applied in the audits of the
financial statements and, in our opinion, is fairly preserited in all material respects in relation to the financial

*'statements taken as a whole. The information for the years ended June 30, 1997 and 1998 has been derived’
'from ﬁnancral statements audited by other audltors whose reports thereon expressed an unqualified opinion.

The mtrodnctory, 1nvestment actuanal _statistical, and plan summary and legrslanve sections hsted in the table
of contents were not audited by us and, accordingly, we do not express an opinion thereon

CERTIHED PunLc ACCOLUNTANTS AND Cousur:;m'rs

o October]S 2000

30 N LASAL!.E STREET * SwITE 4200 - Cr-nc.:tco. IL 40602 = 312.368. 0500 J12.368.0746 FAX » www, havc'ycnm

el S LM
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Financial Statements

GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINGIS

‘Assets .

 cgh -

. Receivables; ~ <

. Participants’ contnbutlons
Interest on cash balances S
. Total Recewables

' Investmenta held in the Illmons Sf.ate Board of

investment Commmgled Fund at falr value

Edquipment, net of accum‘ﬁlated dépreciation

X Total Assets

. Liabilities

1

‘ Admmlstratlve expenses payable
. Due to Judges Retirement System of Tllinois

Partlclpants deferfed service credit accounts '

i
P

o ‘ 'To}ai ‘Li_abiiitie,s

A Net asse’ts held in trust for pension beneﬁts
: (A schedule of fundlng progress is
presented on page 24)

See accompiénying notes to ﬁnanc_:i_al statements.

[

2000

Statéments of Plan Net Assets
June 30, 2000 and 1999

1999 -,

|5 638,076

$ 1657356

o2 5,170 B
7998 . 6622
To7a <L ez, .

. 68,916,666

4315 .

- 65253933

5632

70,568,.77‘8 -

34415 .

. 66,928,713

29892 -

51,422 © 56,672
11,497 . 9641,
97,334 - 96,205

$ 70,471,444

566832508

General Assembly Retirement System
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Financiol Statements . ..

" GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS ™

- Statements of Changésin Plan Net Ass\ets..
“ Years Ended June 30, 2000 and 1999

RN

s

B - - 2oL Tl el . o ! Al e e e .
el T e e e g :

B e

Conlnbunons

‘. " 2

$ 1317542
713,951,000
sa@sm. T

31 4,3 676
73699758,
B3 A3

Partxupants e
Employer R “ f
. Totai Contrlbutlons

. 603,495, " T 724 374-4;- )

_, 9895t -‘_ Ll 90, 384
Net apprematnon ln fa:rvalue oflnvestments R U p 5 859 238 PAERYS .-‘:5,868,37_6 s e
Total Net Investment Income A'_.:':'i : _;’f > : 7 ,56) 684 r L 7,683,634 . . ",'

R =~
' Investments

- £

' ’_\“

Net mvestment lncome

Interest eamecI on cash bdlances

12830226 0 12797,068 1

..)-:'l, (._""
s

;:;_:Tagal-jAddiqoh_é‘t}"

Deductmns
Beneﬁts :i; o
‘ Rettrement annumes ‘

71868l8 b 742 033-<
11,653,864 1,591,631 1

8840682 8333664 .
I VA L2 38 ;;-‘ 129369-_";_"}_
AR 253, 0\15 ) L"AE

3 Sumvors annmties L EEA
" Total Benefits i
Refunds ofcontnbutlons SR [

' i Admm:s{tratlge‘ expenses T

"

. Total Deductions "~ " -~ - :9,19‘1',29\0z i 8,7.02,150"

L Net'l‘nereasg= e UL e Th o 3,638,936 4004918

Net assets heId in trustforpensmn beneﬁts .:' : e " ‘_\ e T T
Beglnmng ofyear L 166, 832 508 ©L 62,737,590

Voo

= :End_ ofyear 1 $ 70, 471 444 '--,‘sfssis'éz;fs_bs RN




Financial Statements

- o . ' "GENERAL ASSEMBLY RETIREMENT SYSTEM, STATE OF ILLINOIS

. : - ' Notes to Financial Statements.
. . ' June 30, 2000 and 1999

{1) Rgeporfing Entity

organizations for which the primary government is financially accountable and (3) other organizations for which the nature and
sngmﬁcance of their relationship with the primary government are such that exclusion would cause the reporting entity's financial
statements to be misleading or incomplete.

The General Assembly Retirement System (System) is administered by a Board of Trustees consisting of seven persons, which
include the President of the Senate, ex officio, or his designee, two members of the Senate appointed by the President of the
Senate, three members of the House of Representatives appomted by the Speaker of the House of Representat:ves and one
person elected from the member annuitants. ‘

Based on the criteria of the duvemmentél Accounting Standards Board Statement No. 14, there are no other statt agencies,

. boards or commissions, or other organizations required to be combined with the System, however, the System is considered to
 be part of the State of Illinois financial reportmg entily, and is to be combined and mcluded in the State of IHinois' comprehenswe
annual ﬁnanctal report.

[y

e : ‘ Pﬁrsuant’ to federal tax law and regulations governing the administration of public employee pension plans, the System has
established a separate fund for the sole purpose of paying benefits in accordance with Section 415 of the Internal Revenue.Code,
The receipts and disbursements from the fund for fiscal years 2000 and 1999 were each less than $60,000. Due to the immaterial
nature of the separate fund, these receipts-and disbursements have been inclided in the System's financial statemrents.

(2} Plan, Descnpflon '

‘and administered by the State of Illinois to prcmde pension benefits for its parhctpanls

‘At June 30, 2000 and 1999, the System m'embership_ consisted of:

i

o

: Ret'irég_s'a'._‘rid beneficiaries

. ‘cui’renth} receiving benefits: -
. Retirement annuities . . o
Survivors’ anniities T
Reversmnary annuities .

Ve o s

Inactnre partmpants entltled R PR - -
. e -+ to benefits but not yet B T A R
R A f receivirig them ‘ N ANERUTI I 11 REMRRFILS |- ORI
. Cteen - Total T e 89t ok 47
Currentparhcnpants" IR A L 2
Vested - . - e N Taoal 132" 1382
" Nonvested 10 T e o490 T 49

o Total N T T - Th

.

Operation of the System and the direction of its policies are the responsibility of the Board of Trustees of the System.

Generally accepted accounting principles require that the financial reporting entity include (1) the primary government (2)°

The System is the administrator of a single-employer defined benefit public employee retirement system (PERS) estabhshed‘

General Assembly Retirement 5 ystem
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Financial Srare,menfs o - S | ,

(a) E|!glblll?y and Membership
“The General Assembly Retirement System covers members of the General Assembly of the State and persons elected to

the offices of Governor, Lieutenant Governor, Secretary of State, Treasurer, Comptroller and Attorney General for the
‘ _ period of service in such offices and the Clerks and Assistait Clerks of the respective Houses of the General Assembly
Parhctpatlon by e]lglble persons Is optlonal -

(b) Contrlbununs :
) In accordance with Chapter 40 Section 5/2-126 of the Illmms Compiled Statutes, participants contribute specified

-percentages of their salaries for retirement annuities, survivors' annuities and automatic annual increases. Contnbutlons
are excluded from gross income for Federal and State i income tax purposes. -

* The total contribution rate is 11.5% as shown belgw:

5%, Retlrement anmﬂ g

l:increases - -

The statutes governing the General Assembly Ret:ren;lent System prowde for optlonal contnbutlons by partnctpants with |
interest at prescribed rates, to retroactively establish service credits for periods of prior creditable service. The Board of
Trustees has adopted the policy that interest payments by a participant; included in ptional contributions to retroactively

. establish service credits, shall be considered an integral part of the paxticipant's investment in annmty expectancies and
as such shall be included as a part of any refund payable.

The payment of ¢1) the required State contn'butions, (2) all benefits granted under the System aad (3) all expenses in

connection with the administration and operation'therecf are the obhganons of the State to the extent specified in Chapter
'40, Arhcle 5/2 of the Ilhnms Compiled Statutes. - . -

() Benefn‘s

After eight years of credited service, participants have vested rights to retirement beneﬂts beginning at age 55 orafter four

years of service with retirement benefits beginning at age 62. The General Assembly Retirement System also provides
annual automatic annuity increases for retirees and survivors, survivors’ annuity'béneﬁts reversionary anauity benefits, and

-+ . under specified conditions, lump-sum death benefits. Participants who terminate service may receive, upon application, a
refund of their total contributions.

"The retirement annuity is determined according to the followmg formula based upon the participants’ final rate of salary.

- _3 0% for each of the ﬁrst 44 years: “of s semce, plus -
_-,3 5%for each of the T next 2 years.of service, plus
~4.0% for: each‘of the next 2 years of service, plus- - -

0 4.5% for each of the next. 4 years of service, plus

. 5 0% for each year of sem<:e in excess of 12 years

P S P S

The max1mum rehrement annmty payable i 85% of the ﬁnal rate of salary

{3} Summary of SlgmhcuntAccountlng Policies and Plan Asset Mutte_rs

(a) Basis of Accounting
he financnal transactions of the System are maintained and these financial statements have been prepared using the acerual

basis of accounting in confonmty with generally accepted accountmg principles. Participant and employer contributions
are recognized as revenues in the period in which employee services are performed. Benefits and refunds are recognized -

as expenses when due and payablein accordanc,e with the terms of the plan. The System has elected to apply onlyapplicable .

FASB Statements and Interpretations issued on or before November 30, 1989, that do not contradict GASB
A Pmnouncements S

{b) Cash and Investments :
The System retdins all of its available cash in a commingled investment pool managed by the Treasurer of the State of Illinois

* (Treasurer). All deposits are fully collateralized by the Treasurer. "Available cash" is determined to be that amount which

is required for the current operating expenditures of the System. The excess of available cash is transferred to the Illinois -

State Board of Investr‘nent‘ (ISBD) for purposes of long-term investment for the Systeni.

)
. R 4

i R
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The System transfers money to the ISBI fori investment in the ISBI Commingled Fund, This money is then allocatedamong

"various investment managers to pursue a specific investment strategy. All investment transactions are initiated by the
investment managers (either internal or external). The transaction settlement information is then forwarded to the agent

bank’s trust department-under a master custodial agreement. Custody of a majority of the actual physical securities is -

maintained at an agent of the agent bank’s trust department using a book-entry system. The ISBI's master custodian is
The Northern Trust Company. The agent of the master custodian is the Depasitory Trust Company.

. Investments are managed by the ISBI pursuant to Chapter 40, Article 5/22 A of the Illinois Compiled Statutes (L.CS)
and are maintained in the ISBI Commingled Fund. The ISBI reports securities at fair value. Where appropriate, the fair
value includes estimated d:sposmon costs. Fairvalue forstocksis determined by using the closing price listed on the national
securities exchariges as of June 30. Market value for fixed income securities are determmed pnnc1pally by usmg quoted
market prices provided by independent pricing semces For commingled eduity funds, the net asset value js is determined
and certified by the commmgled equity fund manager as of June 30. Fair value for directly owned real estate inivestments
is determined by appraisals. Units of the ISBI Commingled Fund are issued to the member systems on the last day of the
month based on-the unit net asset value calculated as of that date. Net investment income of the ISBI Commingled Fund

isallocated to each of the member systems on the last day of the month on the basis of percentage ofaccumulated units owned

by the respecnve systems Management expenses are deducted monthly from income before distribution.

“The in\iestment authority of the ISBI is provided in Chapter 40, Section 5/22A-112 of the ILCS. The ISBI investment
authority includes investments in obligations of the U.S. Treasury and other agencies, notes secured by mortgages which
are insured by the Federal Housing Commlssmn, real estate, common and preferred stocks, convertible debt securities,
deposits or certificates of deposit of federally insured institutions and options. Such investment authority, requires that all
opportunities be undertaken with care, skill; prudence and diligence given prevailing circumstances that a prudent person
acting in like capacity and experienceé would undertake The ISBI does not have any one investment W’hlch represents 5
percent or more of the ISBI's nét assets. ) -

Y

The ISBI participates in a securities lending program at its custodian bank, whereby securities are loaned to brokers and, -

in return, the ISBI has rights toa portion of a collateral pool. All of the ISBI's securities are eligible for the securities lending

program. Collateral consists solely of cash, letters of credit, commercial paper and government securities having a market

value equal to or greater than the securities loaned. There are no provisions for ISBI indemnification on the securities
lending transactions. As of June 30, 2000 and 1999 the ISBI had outstanding loaned investment securities havmg market
values of $1,030,242,633 and $857, 389,887, respectively, agamst which it had received collateral w:th values of
$1,064,062,213 and $884,629,896, respectively. o ,
The ISBI's global and international managers invest in derivative securities. During the year, the [SBI's derivative
investments in¢luded forward foreign currency contracts, ftures, and options. Forward foreign currency contracts are used
tohedge agamst the currency riskin the ISBI's foreign stock and fixed income portfollos The remaining derivative securities
are used to 1mprove ylelds, or to hedge changes in interest rates. . :
The ISBI alsoinvests in mortgage-backed securities to maximize yie!ds and to hedge against a rise in interest rates. These
“securities are based on cash flows from principal and interest payments on underlying mortgages. Therefore, they are
sensitive to prepayments by mortgagees, which may result from a decline in interest rates. -

. . t ' .
For additional information regarding the ISBI’s investments, please refer to the Annual Report of the ISBI as of June 30,
2000. A copy of the report can be obtalned from the ISBI at 180 North LaSalle Street Sulte 201 5, Chlcago, IMinots
60601, -

"' The Sys:tem owns approximately 1.0% of the net inves'tment assets of the ISBI Commingled Fund as of June 30, 2000.

1

f
ISBl investments, as categorized by ISBI, are categonzed to indicate the level of risk assumed by the ISBI at year end.

Category Lincludes investments that are insuréd or registered or the securities are held by the master custodian in theISBI's”
name. Category Il includes uninsured and unregistered investments with the securities- 'held by the counterparty’s agent
* in the ISBI’s name. Category III mc[udes uninsured and unregistered investments with thé securities held by the

. counterparty but not in the ISBI’s name. Investments in pooled funds are not categorized because they are not ewdenced
- by securities that exist in physmal or book entry form. . :

‘.

General Assembly Retirement Sysiem
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Financial Statements

- At June 30, 2000 the ISB!'s investments were categorlzed as fol]ows ‘ ‘

o

- Fa:r, o Category " 'Nent . 4
Val'ue s 4" B ~* Categorized -
US Government&Agency A o A A
_-Obligations™ -~ . o, $1 154 131 028 - :’$’1' 154,131,028 - § .7
ForezgnObhgatlons’ e 68, 212,655. . 68,212,655 < i i
Corporate Obhgatlons RN 1543,874,357 543 874,357 7 o e el
- Convertible Bonds " . o 10,928,836 - 10,928,836 LT
Comimion Stock & Equity Funds | - 3,957,626,585° 3407320107 7L 11,530,297,388

Convertible Prefexred'Stoack - '_ S ,.' = 38 141,900 = 38 141,900
" Preferred Stock &' s R 764 833 LS 6 764,833 ST
Forelgn Equlty Secuntles S 2 086 712 466 1, 906 428 442A Tl

24

> Real Estate Funds, - BRI | , &
j'AltematlveInvestments T ey «f 535 793, 997 ":.,_ - Do 533, 793 992{\
y ‘Money Market Instfuments, L 606,334,768 0 T e e 606 334 768 L.
Forward Foreign Exchange Contracts S aargTet T 0341876
Totai Investments S i $9,293,277,672 0 $6,156,155,124 ¢ - _‘$3 137 124 548'

(¢} Actuaricl Experlence Review .
In accordance with Hllinois Compiled Statutes an actuana] experience review'is to be performed atleast once every five years

* to determine the adequacy of actuarial assumptions regarding the mortality, retirement, disability, employment turnover,
interest and earnable compensation of the members and beneF iciaries of the System. An experience review was last

performed as of _]une 30, 1997,

~

A-(d) Administrative Expenses

Expenses related to the administration of the System are financed through investment earnings-and employer retirement
contnbutxons These expenses are budgeted and approved by the System's Board of Trustees. Administrative expenses
common to the General Assembly Retirement System and the Judges' Retirement System are borne 40% by the General
Assembly Retirement System and 60% by the Judges' Retirement System. Invoices/vouchers covering common expenses
incurred are paid by the Judges' Retirement System, and 40% thereof is allocated to and reimbursed by the General
" Assembly Retirement System. Administrative expenses allocated to and reimbursed By the General Assembly Retirement
System as'of June 30, 2000 and 1999, were $205,810 and $197,145, respectively.

)

* (e} Risk Munugement

The Si(stem, as part of the primary government of the State, provides for risks of loss assomated with workers compensation

and general liability through the State's self-insurance program. The System obtains commercial insurance for fidelity,~ -

“surety, and property. There have been no commercial insurance claims in the past three fiscal years.

Fundmg Stututory Contributjons Required and Contributions Made
For each fiscal year, the System's actuary performs an actuarial valuation and computes actuarially determined contribution

requirements for the System, using the projected unit credit actuarial cost method.

. I

For fiscal years 2000 and 1999, the requx:fred employer contributions were computed in accordanee with Public Act 88-0593.
-+ This funding legislation, which became effective July 1,1995, provides f_or a systematic 50 year funding plan with an ultimate
goal to fund the cost of maintaining and administering thé System at an actuarial funded ratio of 90%. In addition, the funding

‘plan provides for a 15 year phase-in period to allow the state to adapt to the increased financial commitment. Once the 15 year
phase-in period is complete, the state's contribution wilt then remain ata level percentage of payroll for the next 35 years untll

the 90% funded level is achieved.

The total amount of statuton!y required employer contributions for fiscal years 2000 and 1999 was $3,951,000 and
$3,504,000, respectively. The total amount of employer contributions received from the state during fiscal years 2000 and*
1999 was $3 951,000 and $3,504,000, respectively.

284414376:'__.-:.- A -234414376.’1‘*'_4




Financial Statements

{5} Administrative Expenses ‘ L
A summary of the aclmlmstratwe expenses for the General Assembly Retirément System for ﬁscal years 2000 and 1999 is5 as
follows
Lo e a0 e
Personal services TR . l37 222. . 131022 0 -
- Employee retirement contnbuuons paid by employer N toU5,4095 00 UL 5, 252 PR
Employer retirement contributions .~~~ .. -t o 13,3390 0 9 12511
Social Security contributions S T e TN 93980 o 8917

Loige

Group insurance
Contractual services - '
Travel -
Printing .
Commodities
* Telécommunications
Electronic data processmg
Deprecxahon :

~ Other ‘

-

Towl - n L g 25'3,015-;-?-'$;"_2‘3.9117-] LR

(6} Equipment . -
Fixed assets are capltallzed at their cost at the time of acquisition. Depreciation is computed using the straight-line method over
the estimated useful life of the asset. The estimated useful lives are as follows (1) office furniture - lOyeals, (2) equipment- 6 years,

and (3) certain electronic.data processing equipment - 3 years. - '
A summary of the changes in fixed assets for fiscal years 2000 and 1999Js as follows

e e 2000 STy -
Beginning - . .' s S Endmg o
- - / . __Balance -~ "-Aclclltlons : De]etmns " Balancé -
a Equ1pment S $30785 L -8 h414 $ (1,696) $ 30,503
Accurnulated deprecnatlon S e (25,153) . 2731) L 1,696 7 (26,188) L
Equlpment net R % 5632, $ (l 3]7) 3 o - 4315
\ : 1999 e e e
I Ao T Begmnmg S e o “Ending
. L S . Balance 4}”"‘Addmons . Delétions " Balance -
Equipment L - T$ 33,529 L %, 1,382 $ . (4,126)- " . $ 30,785,
Accumulated depreciation - - .' (26,946) " - (2 333) 4 126 - - (25, l53)
Equipment,met - .~ - . % 6,583 L $ (95]) $ Ll $ 5632

0y

. RRRTIEEE R . FEREEN R . o A RO
Lo . T T T R N

(7)  Accrued Compensured Absences

Employees of the General Assembly Retirement System are entxtled to receive compensation for all accrueéd but unused vacation .

time and one-half of all unused sick leave earned after December 31, 1983 and prior to January 1, 1998 upon termination of
employment. These accrued compensated absences as of June 30, 2000 and 1999 total $29 308 and $26,541, respecuvely
and are mcluded in admmlstratwe expenses payable. .

(8)  Analysis of Chunges in Reserve Balances
_ The funded statutory reserves of the General Assembly Retirement System are composecl of two components as foliows

(u) Reserve for.Participants’ Contributions -
This reserve consists of part:t:lpants ' accumulated contributions for retlrement annmu.es, survivors' annuities and automatic

4 ‘ annual increases.

General Assembly Retirement System
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Finbnfial Statements -

(b) Reserve for Future Operations -
This reserve is the balance remaining in the General Assembly Retirement System from State of [llinois contributions and
revenue from investments after conmderauon of charges for payouts by lhe General Assembly Retirement System.

GENERAL ASSEMBLY RETIREMENT SYSTEM STATE OF ILLINOIS
. Statements of Changes i in Reserve Balances A ‘ o .

Years Ended June 30 2000 and |999
. "Total o

SRS Part:cnpants ‘Futgre ' '“_Re‘s'ervé-- e
Contnbunons " Operations - -~ . Balances
Balance at]une 30 1998 L $' ]2,9] |!7_44‘ . $49825846 - % 62,737‘,5_,90 ‘
- Add(deduct) 2 T A s .
" . Escess of L e o i
: revenues ‘over- expenses e i .'1,392?046 2,702,872 ' 4,094,918 ' o
Reserve transfers: . - © R R
‘ Accumulated contnbutmns R ST S .
. e ofpartlcxpantswho retived’ S e 5 : .
. or died with‘an eligible 7 - P o ' R
©oo . surviver dunng the year o (1,365.276) . 1,365,276 .
. Balance at June 30, 1999 "ﬁ," - 12,938,514 53,893,994 66,832,508
“Add (deduct): - e T I - - :
", Excess of - L T R S o
. 'revenues overexpenses : » 01,219,949 0 2,418,987 3,638,936
Reservetransfers e e L ‘ EECE o
' Accumu[ated contnbutlons R A T ' .o
*of participants who retired . ey R : ©
* or died with an eligible R o
el sumvordunngtheyear B . '(461,”6_)-, : 461,116

 *Balance at June30 2000 $56,774,097 _ $7047T44%

SN T 3,607347

{9)  Pension Plan ‘
Plan Description.” Al of the System's full-time employees who are not eligible for participation in another state-sponsored
_ retirement plan participate in the State Employees' Retirement System (SERS), which is a pension trust fund in the State of
lilinois reporting entity. The SERS is a single-employer defined benefit public employee retirement system (PERS) in which
state employees participate, except those covered by the State Universities, Teachers', General Assembly, and Judges'
Retirement Systems. The financial position and results of operations of the SERS for fiscal- years 2000 and 1999 are included
in the State of Hllinois' Comprehensive Annual Financial Report (CAFR) for the years ended June 30, 2000 and 1999,
respectively. The SERS also issues a separate CAFR that may be obtained by writing to the SERS, 2101 South Veterans
" Parkway, Springfield, [llinois, 62794-9255 or by calling (217)785-7202. The State of lllinois' CAFR. may be obtained by
writing to the State Comptroller's Office, Financial Reportngepartment 325 West Adams St. Spnngﬁeld [llinois, 62704-
1858 or by calling (217)782-2053. '

A summary of SERS' benefit provisions, changes in benefit provisions, employee eligibility requirements including eligibility
for vesting, and the authority under which benefit provisions are established, are mcIuded as an integral part of the SERS'
CAFR. Alsoincluded is a discussion of employer and employee obligations to contnbute and the authority under which those
obhgat:ons are established. . .

Funding Policy. The System pays émployer_ retirement contributions based upon an actuarially determined percentage of
its payrolls. For fiscal years 2000 and 1999 the employer contribution rates were 9.7149% and 9.528%, respectwely Effective
for pay periods beginning after December 31, 1991, the state opted to pay the employee portion of retirement for most state
agencies with employees covered by the State Employees' and Teachers' Retirement Systems Generally, thls p:ckup of



[
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.

employee retirement was part of the fiscal years 2000 and 1999 budget process and was, in part) a substitute for salaryincreases.
The pickup is subject to sufficient annual appropriations and those employees covere‘d may vary across employee groups and

-state agencies. Currently, state officers, Judges, general assembly members, and state umversxty employees are not eligible for

the employee pickup. ) , i
Other Post-Employment Benefits. In addition to providing pension benefits, the State Employees Group Insurance Act
of 1971, as amended, requires that certain health, dental and life insurance benefits shall be provided by the state to annuitants
who are former state employees. This includes annuitants of the'System. Substantially all state employees including the
System's employees may become eligible for post-employment benefits if they eventually become annuitants. .Health and dental
benefits include basic benefits for annuitants under the state's self-insurance plan and insurance contracts currently in force. Life
insurance benefits are |1m|ted to five thousand dollars per annuitant age 60 and older. '
N AY

Costs mcurred for health dental and life insurance for annuitants and their dependents were not separated_from benefits
provided to active employees and their dependents for the years ended June 30, 2000 and 1999. However, post-employment
costs for the state as a whole for all state agencies/departments for dependent health, dental and life insurance for annuitants
and their dependents are disclosed in the State of llinois' Comprehensive Annual Financial Report. Cost informiation for

retirees by individual state agency is not available. Payments are made on a "pay-as-you-go" basis. The System is not the

admlmstrator of any of the other post~employment benefits described ahove.

General Assembly Refirement System
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| Required Supplem'enmry Information

Schedule of Funding Progress {1l
DR .

UAALasa .

N " Actuarial . Actugrial Accéued © Unfunded S o _
. Acwanal " Valueof Ltaf:ul:ty (AAL) CAAL. Funded Covered . 'Percentage of
- Valuation . - . Assets . - Fro]gcted Unit (UAAL) Ratio ~  Payroll Covered Payroll = - .
-' Date R . Credit (by (b-a).~ .'(a/b) © A(b-alfe) - -
6/30/97 $56;709_,65_1 R $]4:3,836,605 . $87,126,954 - ‘39 4% .$ 9,362,000 . 930.6%
. 6/30/98 - 62,737,590 - - 150,408,448 .- . 87,670,858 417 . 10,005,000 876.3.
6/30/99 . 66,832,508 - . 160:870, 755 - 94,038,247 - 415 . 10,467,000 . 898.4 .
6/30/00 . . - 70,471,444 . 169,362 915 .- 98891471 416 10,763,000 . 9188 ..
Schedule, of Employer Cuntrihutions U
e O
S Requtred . Required ' : ’ L
Year S Contnbut:lon e s ‘Contribution ‘ S
Ended L per GASB Percentage . per State . ~ 'Percentage -
June 30 Statement No 25 " Contributed =~ Statute_ - - - Contnbuted
1997 "4,939 052 s ,' 55.4%- - $2,738,000 . : *IOO 0%
" > E998 318,505 ' ' -58-._5 3,113,000 100.0 -~
1999 6,092,002 60.7. 3,504,000 - 1056
2000 6,3 l"l‘,'995 62 6 '3, 95f 000 100 0

1

(I) The required Schedu]es of Fundlng pmgress and E.mp]oyer Contnbut:ons are to mclude mformatmn for the current year ancl as many of the
prioryears as information according to the parameters stipulated in GASB Statement No. 25 entitled "Financial Reporting for Defined Benefit
Penston Plans and Note Disclosures for Defined Contribution Plans” is available. The schedules should not include information that does
not meet the parameters The System has only four years ofmformatlon which meet the requirements of the parameters, therefore, that is all |

the information which is presented. . .

-

Notes to Required Supplementary Information

Valuation date ......coeereverseneerenessenesneas reearatesestreseessreseratanante o 11T 30, 2000
. . - ‘ -
Actuanal COSt TEtHOD 1vvrerversrereresmseeeeens P feeevesisesreriesransares euns Projected Unit Credit
Amortization method: , . '
a) For GASB Statement No. 25 reportmg PUFPOSES «..oovneee... Level percent of payroll _
P b) Per StAtE SIARULE wrcorrrrssmmcrnrnssrss s s fnssrssssssssssees s 15-year phase-in to a level percent of payroll until a .
| : 90% funding level is achieved
Remaining amortization peﬁod ’ ' -
a) For GASB Statement No. 25 reporting PUTPOSES wvvevererses 40 years, open
b) Per state stile (oo vnicrceeenre e , 45 years, closed . Coy
Asset valuation method et et ong e es et SORN Fair value
Adtuarial assuiptions: ) .
Investment rate of FEHIM ...vorcecrerrscein e srsse e sssssares ... 8.0 percent per year, compounded annually
Projected salary increases ......ovve.. evnise s tesasessnersearrssnenes 6.5 percent per year, compounded annually
Assumed inflation rate .......coocerrieecessisicsecnsesinseseessivseennennes 4.0 percent !
Group size growth rate ........ rvererrensenens teeeseenr e nes 0.0 percent : ‘
Post- rettrement INEIBASE ..eoreecerarmarrrrivnrnrssrrrerrrrsearressesarserassses 3 0 percent per year, cornpounded annually -
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Supplementary Financial Inforina_ﬁbn )

SUMMARY OF REVENUES BY SOURCE . |
Years Ended June 30, 2000 and 1999 N : ) - -

' ”C‘ontributions:
" "Participants .-
_ Participants: G T e
Interest paid by | pamclpants o e
Transferred from ‘reciprocating systems >~ -
Total partu:lpant contnbutions
Empluyer S
. General" Revenue Fund
" State Penslon Fund :
Pald by participants ~ .~ [T~
Tatal employer contributions - -
© . Total contributions revenue ]

Investments '
Net investment income .
 Interest earnied on cash balances', . A
" Net appreciation in fair value.of investments' =
‘ Total'net invesfm‘eni revenue

- Total Revenut: L > L 902,830,226, \-12',‘179‘7;’0'618';.;.‘;T

]

s

SUMMARY SCHEDULE OF CASH REEEIPTS AND DISBURSEMENTS
Yeurs Ended June 30, 2{]00 and ]999

"Cash,balance, beginning of year -

* Receipts: - ‘ )
-~ .. Participant contributions
Employer contributions:

* General Revenue Fund - - . . . 23,471,000 .- -. S 3097 30(}?'..

- State Pensnon Fund N - - 1480,000 - ol 494, 718
. Paid by participants _ : w s 107,740 . -
Receipts from reciprocal systems ; Tha A::T‘_’;_-‘ ~21,010;

Interest income on cash balances v L et S 97 5?5 o 91,586 < -
After tax installment payments B D IO o :'- cuvd 856 1,856 -

Tax deferred installment payments S ) ‘ o 41 3505 P '8;075' -

Cancel]atlon of annuitles . _ s o e o LT ; | 206 . L - 28-3.45 .
Transfers from Minois State Board of Investment ol S0 . ) L " 3,500,000

-Miscellaneous K . o ,‘; o

' Totai cash recetpts : R BT o 9,}72 ?35 - _8,735,068 K

Dlsbursements g B " _ c
Benefit payments:. .. -~ IR PRI S
b Retirement annuities s R CLoAE L

6749946 .

. Suivorsanmitis <l 1,655,070 - 1595460 -

Refunds, .~~~ . 7 197,651 , ; -;' : .r45,9?3 o
Adriinistrative experises TR _ B 252,476 _ - 229,386 .
. . Total cash dlsbursements R P L o 9,]92,0!5 , ) 8720765 -
Cash. ba]anr.e, end ofyear T T e T 638,076 I

Al

! i‘lisé’s,osz -

E384 435_';' k

| S iere
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Sdpplemehrary Financial Information

SCHEDULE OF PAYMENTS TO CONSULTANTS
Years Ended June 30, 2000:and 1999 '
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- INVESTMENT SECTION

The only home Lir;coln ever owned was built as a one story cottag-e in 1839. The
Lincoln’s bought iﬁe house in.1844 for $1,200 and enlarged it to a full two stories in

~

1856. They lived 1 m it until his election to the Pres:dency in 1861,
Today, meoln s home is restored to its 1860 appearance, and reveals meoln as

" husband, father, and politician. The home stands in the midst of a four-block historic

neighborhood resembling the way Lincoln would have remembered it.

General A;:emﬁly Retirement Syffem -
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Investment Section ~ .

-

INVESTMENT REPORT |~ IR o g

. .- . . . . . Lo
. . . %

By state law the System's investrient function is marraged by the Illinois State Board of Investment (ISBI). The ISBI was created .
in 1969 to provide a means of centralizing the investment management function for public employee pension funds and retirement

* systems-operating in the state. In addition to the assets of the General Assembly Retirement System, the ISBI also manages the
. investment function for the State Employees' and Judges' Retirement Systems. All ISBI investments are accounted for in a commingled

fund (ISBI Fund). As of June 30; 2000, total net assets under management valued at market, amounted to $9.270 billion. Of the total
market value of assets under management, $68.9 million or approx:mately 1% represented assets of the General Assembly Retlrement

System, , C, L

A summiary of the portfolio's iargest holdmgs, as wel] as the complete listing of the ISBI portfoho, are mcluded in the ISBI Annual
Report. A schedule of fees and commissions paid by brokerage firm and a listing of transactions executed, mcludmg transaction value,
are also t:cmtalneal in the ISBI Annual Report. The following investment information arid analysis. has been prepared by the ISBL _

v
F

Investment Policy . S _ . : _‘ ' .

The ISBI operates undera ‘strategic investment policy which is reviewed and approved every two years. The investment objective of the

total portfolio is to maximize the rate of return on investments within a prudent level of risk. To achieve this objective, the [SBI invests

in different types of assets and uses multrple managers to. ensure dwersrﬁcatron Qver an mvestment cycle, the ISBI seeks to achievearate

of retumn which is: .

- ]) at |east equal to the assumed actuanal mterest rate, currently 8% per year, and. ' -

2) atleastequal to the return of the pohcy-welghted benchmark a theoretlcal “indexed” rmplementanon of the ISBI s asset
allocation policy. : :

Asset Allocation - .

1 . -

The investment policy of the ISBI Board establishes asset allocation targets and ranges‘for each asset class, selected to achieve overall
risk and return objectives. The policy is mplemented by a]locatrons to investment’ managers with assignments to invest in. specific asset -
classes, with defined security selection styles and methodologies. The policy asset allocation at]une 30, 2000 was 45% U, 3. equmes,

20% mtemanonal equltres, 25% fixed income, 5% real estate, and 59% alternative investments. -
The actual asset allocatlon of the portfolio at June 30, 2000, as relative to the policy target is setforth below. As shown, the actual werghts
were very close to pollcy targets. U.S. equities, international equity, and alternative investments were slightly overweighted, wrth modest
underwexghts in ﬁxed income ancl rea] estate :

AP s

T T VI LM _:"_:'- " Actual Asset Allocattion -~ Pollcy Target .
.. US.Equities o PR S 46% G 45%. Ll
S -‘Ilntemitjofnal'quuitiesf_',- L2 R '20 T '/ LT
o _ Real Estate : . .3; ' . R _A ROV 3 AT R 5
| S B »Altematwe Investments ’ - NI 6 5 s
S Total ‘ 100% - ST 100% )

During ﬁst:a[ 2000, the ISBI Board cpmpleteci its biannual review of the ISBI Fund’s strategic asset allocation. “The new policy, which

will become effective at the start of fiscal 2001, mddestly decreases the allocation tcrpuBlicly traded asset classes (U.S. equities; fixed -
income} and inicreases the allocation to private investments (real estate; alternative investments). The policy asset allocation at July 1,

. 2000 will be 43% U.S. equrtres, 20% mtematronal equities, 22% ﬁxed mcome, 7%.real estate, and 8% alternative investments.

\
'

Investment Resu[ts . ' S ,‘ A ) .

In spite of some market jitters, including a technology sell-off in March, continued confidence in the stock market resuited in double digit
returns for the ISBI fund for the sixth year in a row. The ISB] total fund earned a rate of return for fiscal 2000, net of expenses, of 11.8%.
This was well ahead of its long-terrh objectives of exceeding the 8% assumed actuanal interest rate. The return also significantly

outperformed the policy-weighted benchmark return of 10.4%. The average annual returns for the three and five year penods ended

June 30, 2000 were 14. 2% and, 15. 6% respectlve]y, both of which are in line. wrth the benchmark returns.

E

.
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U.S. Equities

For the twelve rnonths ended June 30, 2000, Us. equity markets, while not ex}ubmng the torrid growth of the previous ﬁve years, - "

continued their upward climb. The Russell 3000 Index, a broad representation of the U.S. market, rose 9.6%. The Russell 3000
Growth Index returned 25.9%, far exceeding the Russell 3000 Value Index return of -8.4%. Small capitalization stocks, breaking a
pattern set in the four previous fiscal years, outperformed large caprtahzatlon stocks, wrth a retum for the Russell 2000 Index of 14.3%
vs. 7. 3% for the S&P 500.

The ISBI 5 U.S. equity portfoho earned a return of 10.39%, approx:rnately 70 basis points ahead of the Russell 3000. This result
aghieved both of the Board's goals, which are to limit tracking etror relatlve to the benchmark and to add value w:th active management

During fiscal 2000, the ISBI Board added anall- capgrowth manager (Geewax, Terker) and ended two relat:onshlps (Sloate, Welsrnan,
Sehgman)

S&P 500 Stock Index '
. Russell 3000 Index

]nternunonuf Equities -

Foreign stock markets, as represented by the Morgan Stanley All-Country Free ex uUs ("MS AC Free ex US ’) Index, eamed a strong
18.1% for the fiscal year, significantly exceeding the U. 8. equity market return. Japan had the most positive impact, with-a 27% return
for the year, while Europe lagged De\reloped markets as a whole outperformed ernerg:ng markets, returning 19.1% and 9.5%,
respectwely L . . |

The ISBI's mtemalieeal equity portfolio n;odestly lagged the benchmark for the fiscal year, eaming 17.7%. As with the U.S. equity . -

portfolio, the ISBI Board has the twin objectives of limiting tracking error relative to the benchmark and adding value with active
management. 1he ISBI Board, through structure analysis, rebalancing, and risk management, has achieved the objective of tracking
the market. For longer nme periods, the ISBI has also demonstrated the ability to add value relatwe to the index return.

As part of the ongoing review of opt:mal structure, the ISBI made one mtematmnal equity manager change in ﬁscal 2000 rep]aemg
’ Delaware Intematlonal W1th Cap:tal Cxuardlan '

DL e I Year |
ISBI P » A7.7% 1.0%
MS AC F'ree ex US lndex ,' s IB | o

' .Fixed Income

’

During fiscal 2000, U.S. fixed income markets were weak, as the Federal Reserve sought to dampen,perceived inflation threats with

a series of interest rate increases. The Lehman Ageregate Bond Index eamed 4.6% for the 12-month period. High yield bonds, as

b

represented by the Merrill Lynch High Yield Index, were hurt by widening spreads and lost 1.4%.

‘ J . Y . f t cy
Substantially afl fixed income assets are managed internally, except approximately $.125 miltion allocated to an external high yield bond
manager. he internal account was m line with the Lehman Aggregate'Band index, with a return of 4.5%.. Lower returns from the
external high yield manager resulted in a total ﬁxed income return of 4 0%.

. 3 Years

lYear B

Ciser A% 6%
. Lefman Aggegae Bond e’ 4 60
ReuIEsiuie B : 3 o I |

\ ‘ . ' ' V-
The ISBI Beard’s current real estate policy seeks higher return real estate opportunities while contmllmg for risk. Therefore, new

. investments generally fall into the value-added or opportunistic categories. "All of the ISBI's investments in‘real estate are passwe and
" are represented by interests in llmlted partnershlps trusts, and other forms of pooled investments.

General Assembly Retirement System -
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Real estate continued to provide solid returns during fiscal 2000, with the NCREIF Real Estate Index earning 12.0%. The ISBI's

real estate portfolio, dominated byanumber of less mature investments, eamedamore modest 4.5%. Duringfiscal 2000, the ISBI Board .

committed $65 mxlhon to three real estate partnershlps DLJ Real Estate Partners, Koll Bren VII, and RREEF Value~Added Fund.

B

' e IYear N 3Years S 5Years
* ISBI ' ol e AB% o 11.6% 10.6%
‘NCREIF Real Estate Index Cee e 12000 0 0 147 Se129

Y

Alternutwe |nvestments

The altemanve investments portfolio consists of passive interests in limited partnerships and other commingled vehicles that invest in .

venture capital, management buyouts and other private placement activities. -

- Fiscal 2000 proved to be another outstanding year for alternative investments. -Even with the technology correction in March and a less
exuberant initial public offering (IPO) market, a number of portfolio companies gained access to the auction markets, thereby producing
liquidity and/or actual cash returns to the ISBL. Overall, the ISBDs alternative i investments portfolio earned 56. 19 for the fiscal year.
Longer term results are equally impressive. ) )

The ISBI Board made commitments totaling $263.2 million to 1 1 limited partnerships in fiscal 2000. New commitments are necessary
to maintain the strategic allocation as more mature funds return capital. The ISBI Board is also seeking to better diversify the portfolio,
by adding mezzanine and distressed debt funds, and by increasing the exposure to venture capital. The new partnerships are:

Venture Capital:  Boston Millennia II; InterWest Vill; Invesco Venture Partners
‘ Fund III; SCP Partners I}; Summit Accelerator Fund
Buyouts: Behrman Capital IIl; GTCR VII; Thomas Lee V
- Mezzanine Debt:  Blackstone Mezzanine Partners; DLJ Investment Partners 11
Distressed Debt: ~ OCM Opportumtles Fund -

Munagemem Expenses

Total net assets increased almost $| billion in fiscal 2000 from $8.3 billion at June 30, 1999 to $9.3 billion at June 30, 2000

Concurrently, total expenses increased, from $15.9 nlillion in fiscal 1999 to $20.7 million in the current fiscal year.. The resultingexpense ..

ratio (exper\lses divided by total net assets) was.23%infi scal 2000, compared to .21% in fiscal 1999. This increase is largely explained

by two factors. First, asset-based fees to external managers represent almost 90% of operating expenses. Actual expenses will increase

' as assets increase, but at a somewhat lower rate due to volume discounts. The other significant factor in theincrease was the ISBI Board’s

strategic policy decision in fiscal 1999 to transfer 10% of the total fund from fixed income to U.S. equities. Since fixed income is internally

.managed, no management fee is incurred. Equities, on the other hand, are externally managed therefore, the shift from fixed i income
to equities résulted in higher total management fees. Fiscal 2000 was the first full year under the new allocation. -

. ¢ . N

The ISBI Board recognized the fee implications of the decision, but felt that the higher long-term expected return from equities relative

to fixed income more than offset the higher fee structure Certainly fiscal 2000 confirmed that view, with U.S. equities outpacing fixed

income by qver 600 basis points.

.

Addifional Informution |

For additional information regardirig the System's mvestmentfunctwn please refer to the June 30, 2000 Annual Report of the llinois

« State Board of Investment. A copy of the report can be obtained from the ISBI at 180 North LaSalle Street, Suite 2015, Chicago,

[llinois 6060I o .
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* . Total Retttm* <Past‘3 years

INVESTMENT PORTFOLIO SUMMARY

F

[nvestments at market va]ue . ‘ :
- U.S. Government and Agency OBhganons .
“Foreign Obl;gatmns .

Corporate Obllgatlons

.:;Converhb]e Bonds - o ', SR
Common Stock & Equlty Funds 3 SR
' Convertlble Preférred S_Iocle ' «- e S

Preferred Stock .~ RES N
‘ -Forelgn Equity Secunttes =3 '_
“Real Estate Funds S
'Altematwe Investments T
Money Market Instruments

' Forward Fore:gn Exchange Contracts ‘ -

Other Assets Less Ltabrhtzes

. Net Assets, at MarketValue .": f_.: o .

" ANALYSIS OF INVESTMENT PERFORMANCE[”

. Total Return* - Past5years KRS
_~Total Retiarn* - year byyear SRR
Actiarial Assumed Rate of Retum T

K Average Net lncome Y:eld* g .

I, Total ﬂxed mcome ]SBI
: Companson index: o0
Shearsnn Lehman Aggregate PR
- ‘_ R W ..\‘.”= . . '--

‘ Domestlc equmes ISBI
J Companson index: -

S&P 500 :

: “’The Northern Trust Company the ISBI s master custodlau provxdes performauce Tates of retu
mdrces in accordance wrth the Assomatlon for Investment Management ancl Research (AIMR) performance presentatron standards
\

r'

¥ Total return is the combmed effect Df income eamed and market apprectahon (depret:lat!m

]une 30 2000

Investment Section

J une 30 |999

"';\-_.t$ z 54131028

68,212,655

43874, 35_7_,'_:=_, :
710,928,836 -
L 3,957;626,5’85
38 141,900

- 6,764,833

z 086, 712,466
284,414,376
535,793,992 "
606,334,768 .
341,876

12 45%

0 74 » ‘-’:. .f'

$ ] OBI 840 850
43,324,001,

476,507,428 o
010,802,791 ¢
3 946,786,728 -
34,850,689 .
25,085,532

1 714,207,025
216,350,722
‘; ‘-f3‘5'5,-1-‘28,394 ;
421,186,286

051.-_4__»,‘1
5 74_ S

9293217672 100,
S @2.948.279)

(©. 25)

$ 9 270 329, 398 f

\10000%

o 24%

40%

P

e “.'4‘-6%"'::::-

Comparatwe rates of return on equmes .' L

2'76%"“‘”" .3

I03%

o dmded by the average market value of asse& employed o

. ':\ AE

34%

. 22.\7%-

. .Comparatwe rates of return on ﬁxed mcome secuntres "

ik A%

173%

W

10 5%5’ B

'-i 302%"‘;:'\ .

| 3B, %0, 066‘.. 100,

3%

y iaortfollo purtfo]ro aggregauon and i 3
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- General Assembly Retirement System

Investment Section

. 'the folfom'ng ta_bie ‘shows a corﬁparison of ISBI investment operations for fiscal yeare 2000 and 1999:

bl Net apprecaatlon n falr value. :

ADDITIONAL INVESTHENT INFORMATION

lncrease/(Deerease) :

-2060 : “.."1999 g ; v ' Ammmt o Percentage

o SRR tl T —
Balandeatbegmnmgofyear, A L . = -

. at fair value

SUA $ 65253933 ~_'$-61,.169,_683 s 4093250 '6‘;7%_"

" Cash transferred.fmm ISBI (net) " (3 800 000) - (3,500,000) 300, 000 “86% -

Net IsBY investment revenue: . el e

 ISB] Conrhingled Fund income . .~ | geser " 1sszan o 660) ; ‘(4'9")%;; o

" Less ISBI Expenses 7" . 1_-; f L asTaeny121548) 29719 233%.

« - Net ISBImvesnnentmcome S 603,495 724874 'Q-;,=.-_(121-,379)\ : __._(77,0)%{- -
OfISBlimesjments ' 0w 5850238 - - 5868376 - s .0, 138)‘-'* (D%,
:Net ISBI i mvestment revenue - :",‘ B "7,‘462.,:73'3" ceo 7,593,250 B lf“ - (130 517) . =(‘l'.7)'%.. "
Balance atend ofyear, at faxrvalue R 68,916,666 - $ 65,253,933 $ 3662 733" 5.6% .

N

- In addition, interest on the average balance in the System's cash account n the State Treasury for FY 2000 was $98,951 c:ompared

to $90,384 during FY 1999
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The Old State Capltol serued as the Illmms statehouse from 1839 to 1876. Its desgn
reflects Greek Revival architecture, which was popular in Illinois during the early 1800s.
The building’s balanced des:gn symboltzes the ancient Greek example of orderIy progress
and democracy . . : o

Abraham meoln spent much of his time as an attorney in the Ofd State Capitol.
Here he did some of his most important and precedent-setting legal work in the state

" Supreme Court, pleading more than 300 cases in the court’s first floor chambers.

In the late 1950s, a decade-long effort was made to restore the Old State Capzto[ to its

, meoln-era appearance.

1
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Actuary's Cerfification Letter

' PP

29 SOUTH LoSALLE STREET ~ SUITE 735

GOLDSTEIN & ASSOCIATES ' . CHICAGO, ILLINOIS 60403

Actuaries and Consulfants _ - " PHONE (312) 726-5877 FAX (312) 726-4323

October 5, 2000

Board of Trustees and Executive Secretary
General Assembly Retirement System of Illmo1s
.. 2101 South Veterans Parkway
- P.O. Box 19255 ,
" Springfield, Illinois 62794
We have completed the annual actuarial valuation of the General Assembly Retirement- System -

«of Illinois as of June 30, 2000. The purpose of the valuation was to determine the financial
.. condition and funding requirements of the retirement system.

- Since the effectwe date of the last actuanal valuatlon there have been no changes in the beneﬁt
provisions of the system. -
Pursuant to the law governing the system, ‘the actuary shall investigate the experience of the
system at least once every five years'and recommend, as a result of such investigation; the

.actuarial assumptions to be adopted. As the actuary, we have completed such an experience
analysis for the five-year period 1991:1996.- Based on this experience analysis, we

-recommended actuarial assumptions which were adopted by the system s-board effective June 30,
1997 and which were used for the currént valuation, We believe that, in the aggregate; the

_current actuarial assumptions relate reasonably to the past and antmlpated experience of the
system :

Section 5/2-124 of the Illinois Pensxon Code specxﬁes the funding plan currently in effect for the
‘system. The financing objective under this plan is to have the required State contributions
sufficient to bring the total assets of the system up to 90% of the total actuarial liabilities by the
end of fiscal year 2045. For fiscal years 2011 through 2045, the required State contributions are
to be a level percentage of payroll, For fiscal years 1996 through 2010, the State contribution.
shall be increased as a percentage of the applicable payroll in equal annual mcrements so'that by
fiscal year 2011, the State is contributing at the requtred rate. .

Based on the June 30,2000 actuanal valuatlon we have determined the requlred State
. contribution under this fundmg plan for fiscal year 2002 - We have also estimated the required
State contributions for future years. . o . :

- The system s current fundmg plan does not meet the requuements for amortizing the unfunded
 liability provided under GASB Statement No. 25. In all other respects, the assumptions and °

methods used for funding purposes meet the parameters set for the disclosures presented in the
_ ﬁnanclal section by GASB Statement No 25.

\
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Actuary's Cerﬁficatibn Letter

GOLDSTEIN & ASSOCIATES
Consu!ﬁng.Acfuaries

The asset values used for the valuation were based on the audited asset 1nformat10n reported by
the system. For purposes of the current valuation, the market value of the assets of the system,
less the amount of liabilities, was used.

A

The actuarial liabilities have been valiied on the basis of membershlp data, whlch is supplied by
the administrative staff of the system and venﬁed by the system s auditors. We have made
additional tests to ensure its accuracy. :

In our opinion, the information presented herein fairly presents the financial condition of the
General Assembly Retirement System of Illinois as of June 30, 2000. We prepared the
accompanying Actuarial Cost Method and Summary of Major Actuarial Assumptions; The staff
of the retirement system prepared the other supporting schedules in this section and the frend

- tables in the financial section, based on mfonnatxon contained i in our actuarial reports .

o

Respcctfully'submu_ted,
_ Sandor Goldstein, FSA.-
: Consu]ting Actuary

Id

: CarlJ S&l;dmghoff A8,

Associate Actuary

~

General Assembly Retiremént System .
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Genéral Assembly Retirement System

Actuarial Section - I
_INTRODUCTION

'ACTUARlAL (OST METHOD. AND SUMMARY OF MAJOR ACTUARIAL ASSUMPTIONS

A description of the actuarial assumptlons uhhzed for ﬁscai year 2000 and ﬁscal year 1999 follows:

-

. . . . )
Annually, the System’s .:a(_:tuarihl consultants perform a valuation of the liabilities and reserves of the System in order to make a
determination of the amount of contributions required from the state. These results are then certified to the Board. .
"The Board, in turn, has the duty of certifying an employer contribution amount required to be paid to the System by the state during
the succeedmg fiscal year. The employers’ contribution amount, together w1th participants’ contributions, income from investments and
any otherincome received by the System, shall be sufficient to meet the cost of maintaining and administering the System on afunded
‘basis in accordance w1th actuanal reserve requirements, pursuant to Chapter 40, Section 5/2-146.of the Il]mms Compiled Statutes

- InAugust, 1994, then Govemor Edgar signed Senate Bill 533 mto law ds PubhcAct 88-0593. This flmdmglegislation which became

effect:ve July'1, 1995, provides that:

For fiscal years 20] I through 2045, the minimum contribution to the System for each fiscal year shall be an ‘amount determined

to be sufficient to bring the total assets of the System up to 90% of the total actuarial liabilities of the System by the end of fiscal
year 2045. In makingthese determinations, the required contribution shall be caiculated each year as a level percentage of payroll

over the years remaining to and mcludmg fiscal year 2045 and shall be determined under the pro;ectcd unit credlt actuanal cost

method. . ’

For fiscal years 2000 through 2010, the contribution to the System, as a percentage of the payroll, shall be increased ir equal annual
increments so that by fiscal year 2010 the contribution rate is at the same level as the contribution rate for fiscal years 20] | through
2045, : - :

Beginning in fiscal year 2045, the minimum confribution to the System for each fiscal year shall be the amount needed to maintain -
the total assets of the System at 90% of the total actuarial liabilities of the System.

The amortization penod required by the state's fundmg pIan as described above, does not meet the parameters of GASB Statement
- No. 25.

Most meortantly, the funding legislation also provides for the estabhshment of a continuing appropnation of the requlred employer
contnbutions to the System. This will, in effect, remove the appropriation of thece funds from the annual budgetazy process.
Although long—term in nature, we believe that this leglslation has been an extremely positive step forward whlch w1li, ensure the long—term
financial integrity of the state’s retirement systems mcludmg the General Assembly Retirement System

For fiscal years 2000 and 1999 ‘the System received the actuar:a]ly determmed employer contnbuhons in accordam:e with the state's
fundmg plan descnbcd above. _' _ . ) ) .

The System unhzes the prOJectecl unit credit actuarial cost method. Under this method, the actuarial habllityls the actuanal present value
or that portion of a participant's projected benefit that is attributable to service to date on the basis of future compensation projected to
retirement. The normal cost represents the actuarial present value of the participant's.projected benefit that is. attributable to service in

 the current year, again based on future compensation, pro;ected to retirement. Actuarial gains and losses are recognized immediately

in the unfunded actuarial liability.of the System. However, for purposes of determining future emp]oyer contributions, the actuarial gains

. and losses are amortized in accordance w1th ‘the funding plan established by Pubhc Act 88-0593,

<! 4

Dates of Adoptior;:' . The Pro;ected Umt Credit Normal Cost Method was adopted J une 30 1987; all other
: ' . assumpnons were aclopted ]une 30 1997,

. Moi-tality Rates: Act:ve arrd retirecl members: - The UP-1994 Mortahty Table for Males, rated up 2 years

-

Spouses: "« The UP—! 994 Mortahty Table for Femaies, rated up | year. ‘




: bi\se'xb_ilil:y Rates:

1

‘Retirement Rates:

Actuarial Section

Termination rates based on the recent experience of the System were used.
The following is a sample of the termination rates that were used:

R

20 65
: 66 and over

P LIPS ": . --% rRateof S “;"'---;'.V"_ o
PR “Age _‘*' - Termination ™« .+ . TR

D:sablllty rates based on the recent expenence of the System as well as on published disability rate tables
were used The followmg is a sample of the disability rates that were used for the valuation:

* Rawof -
'Disability' '

00057
00064
00083

&

By

* Rates of retirement for each‘age from 55 to 80 based on the recent experience of the
‘ System were used. The following are samples of the rates of retirement that were used:

R S D L R Rateof =~ ..o 7 .~
e T Aee T Refirément ~ =~ o 0 e
B > L ) _' ' AT N 55 ]8- : T (..I
L ) - 75 ' ;,f --.20.7""" , R ;
. t - . e : T P e e
-+ . A 80andover‘ -, 1.0D > I
The above retirement ra;es are equivalent*to an average retirement age of approximately 64. B )
Salary Increase: A salary ificrease assumption of 6.5% per year (consnstmg of a general i increase component of 5% per year,’
- 4.0% of which is attributable to inflation, and a semonty/ment component of 1.5% per year), compounded
annually, was used. In détermining total covered payrol] the size of the active ¢ group is assumed to remam
constant. - -
Interest Rate: © Anj mterest rate assumphon of 8.0% peryear (consustmg of an inflation component of 4.0% per year and a real rate
s of return componen.t of 4.0% per year), compounded annually, was used. :
Marital Status: It was assumed that 75% of active participants will be mar_ried at the time of retirement.

Spouse s Age

| SUMMARY OF AND CHANGES TO‘THE PLAN PROV!SIONS

The age of the spouse was assumed to be 4 years younger than the age of the parhcnpant )

. - )

~ Please refer to the Plan Summary and Leglslatlve Section for a summary of the plan provisions and leglslatlve amendments that were
evaluated and considered by the actuary during the valuatlon process.

[y

f System

freimen

: G‘e}vém/ A.r.rem&/y Ret

’

-

37



“General Ahemb/y Retirement System

38

Actuarial Section
VALUATION RESULTS

. Actisanial Liability (Reserves)'.
For Active Partlc1pants
s Basic retlrement annisity - ,
CE Armual Increase in re.tl_rement annuity
Pre-retirement survivors’ énnuityt :
oo Post-retirement sumvors annulty
“.© Withdrawal benefits .
: -Dlsablhty beneﬁts C
Total p :

For Partxcnpants Recemng Beneﬁts
Retlrernent annumes
Survivor annmtles

B Total
For Inacnve Parhcnpants
Total Actuarial Llabillty

Net-Assets, Falr_VaIue . _‘
" Unfunded Actuarial Liability -

SHORT-TERM SOLVENCY TEST

N

June 30, 2000 ' ,-June30 1999
S $.23900777 .- '$ 2!588205 .
.. 6,869,374 © 6,193,801
Cs 2234272 *2,015732
£3625712. - 3,252,905 Y
7810901 . - 6900302 -, 0!
.. 170,680 - " " 151,365 .
L AMBILTI6 - 40,102,310 -

ST mgess ot 7948040
' i 14,304,981 - 13,502,958 -

291451207

93,016,774

31,734,425 29,317,238 -

-7 169,362,915 o ?- 160,870,755
70471444 - - 66832508 |
©7 T _$ 98891471 _$ 94038247 -
< : ' . P

A short-term solvency testis one means of checkmg asystem's progress under its funding program. In ashort-term solvency test, the plan’s
present assets {primarily cash and investments) are compared with: 1) active and inactive participant contributions on deposnt 2) the
liabilities for future benefits to present retired lives; and 3) the liabilities for service already rendered by active and inactive parhupants
In a system that has been following level percent of payroll financing, the liabilities for service already rendered by active and inactive
participants (liability 3) should be partially covered by the remainder of present assets. If the systeni continues using level cost Enancmg,
the funded portion of llablhty 3 will increase over time, although it is very raré for a system to have its llabthty 3 fuliy funded -

« Computed Actuurlul Values

. ) : R s ' T ' ; ) a ’ _Percenlage :
7 : ‘Aggregate Accrued Liabilities For L . - o ofAccrued
ay . @ ‘ -3 ‘ ot ) _ Liabilities
» Active and Inagtive - - Relirement_ - Active and lmactive - . Net Assets_ . . Covered By
. Fiscal - Participant and Surviver | PammpanB (Emp]’oyer " Awailable . Net Real Assets
Year Cnnlribulion's Annuitants ~ * -~ Findneed Portion) for Benefits* - R ) . 2 - 3
1991 § 8959880 "$. 44998342 $ 30510207 ° $ 35,142,095 - 100. 0% . 582% © 0.0%
L1992 10,098,012 48987293 - 29.452.024 ' 37618218 1000 - 562 -, 0.0 .
- 1993 10,263,855 .« - 62,875,015 29,361,863 . 40,673,690 - . 100.0 484 0.0
1994 - 10,734454 . -65587.070 - - 34397.534 40910567 1000 - 460, 00 ..
1995 11,050,576 70633297  37.669.240 . 40697.602 :* 1000 420 . 00
1996 . 11,732410 0 73,422,443 422100600 51,404258 1000 © 540 0 00
1997. . 11,911,785 - 82,533,374 . 49391446 - 56,709,651 . .100.07 5-,‘7543' 00
- 1998 . 12,911,744 . 82,807,632 54,689,072 . .+ 62,737,590 1000 - . 60.2 00\?3 '
1999 12,938,514 . . 91,451,207 56,481,034 ‘66 832,508 1000 - !589 00
2000 62 648 794 70 47] 444 :,100'0.: ' 6] 0. .00 .

13 697,347 93,016, 774 :

B value)
: b

*Net assets are reportecl at falr value far ﬁscal years after f 995 For all other ﬁscal years, Net assets are reported at cost (book

B




. lncrease i unfunded Itabrhty due to- emponer ; .

-

-

SUMMARY OF ACGRUED nND UNFUNDED ACCRUED LIABILITIES o S
(Anuiysn ¢f Funding) - ,

In an rnflatronary economy, the value of the dollar decreases Thls environment results in employees pay and retirement benefits
increasing in dollar améunts resulting in unfunded accrued liabilities which increase in dollar amounts, all 4t a time when the actual
substance of these items may be decreasing. Looking atjust the dollar amounts of unfunded accrued liabilities can'be misleading. The
ratio of the unfunded accrued liabilities to active employee payroll provides an index which clarifies understandmg The smaller the ratio
of unfunded liabilities to active partlmpant payroll, the stronger the system. Observation of this reIatrve mdex overa penod of years w:lI
gwe an mdlcatron cf whether the system is becommg ﬁnancraIIy stronger or weaker. . .

L1994 - 110,719,958
1995 119,362,113
199 L 127,364,913

L1997 "‘143836605_. ’
<1998 T o 150,408,448
N L ": © 160,870,755, ¢ - R
- 2000 ’ I69362 9]5l‘f N 7047I444..‘ E
* Net assets are reported at farrvalue forﬁscal years after I995 For aII oth er § ﬁseaI yeaus? net adgets are 't 1

RECONCILIATION OF UNFUNDED ACTUARIAL LIABILITY

Unfunded actuanaI IlablIlty at Begmnmg of FY

"§ 04038247

8 998 269

A Employer contrrbutlon requlrement of normaI cost
<, plusi 1nterest on the unfunded ItablIrty T

3 699 758

Actual emp]oyer contnbunon fbr the year : _ i 3,95|,000 .

contnbutmns being less. than normaI cost W
PIUS mterest on unfunded Ilablhty

(Decrease) in unfunded I:abdlty due to '
: mvestment return greater than assurned
lncrease in unfunded lrabrhty d,ue to sa]ary
 inlereases for-mactwe members ;

S TR

SIS

Fl
i

Increase/ (Decrease) mn unfunded llablhty due to
c salary mcreases hlgher/(lower) than assumed

r",\ o

s

L@t Y 5

I l40 379

Increase/ (Decrease) in unfunded Ilabthty due 1o other sources B

~—

Tota[ Actuanal (Gams)/Losses

Net Increase in unfunded Ilablhty for the year” i )

B Unfundedactua.nal Itabllttyat EndoFFY T TP s oseond7) T 8 0u038247

Actuarial Section

General Assembly Retirement System.

39



- General Assembly Retiremen

40

e

REMOVED FROM ROLLS

* Suryivors*

HEDULE OF RETIRANTS AND SURVIVDRS‘ ANNU]TANTS ADDED TO AND

ing: . Additions

Deletions " -

SCHEDULE OF ACTIVE MEMBER VALUATION DATA -

Valuatlan o ‘-‘.."‘_,'-..- —
o Dae” e
June30

_:‘.'"199i ”.:?_-‘

T 1992 0

1993
o 1994""" .

1995

1997 - o

1998 L

S 999

e e
vy

AcnveMembm .

LG e TR o s

Number

s K,” Annual
R Payrol! .

Al}nual -

Average Pay .~

In Average Pay

- -
"% Increase .

i :'ffl95_
186
1820
81
--']48‘1-'
181 o
181

’ ‘_.‘.8.!23.8.709
"-’fi‘*e,-43z,'0003 o
8,651,000 ;-
.- 8,597,000 -
. 8,774,000 -
8,825,000 -
9,362,000 -
110,005,000 -
10,467,000 -
10,763,000 -

$42 250 -
44379

46511 . .

| 46,723

48200
L 48,757
51724

" 55,276

57,829
- 59,464

r

9. 5%
. 5.0%

0.5% -
3.2%
1.1%,
6.1%
6.9%

. 46%

o 2.8%

C48%. .

“
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The Great Western ,Depét, known as the Lincoln Depot, is the.

site where Abraham Lincoln bade farewell to rSpringﬁeld and
boarded a train for Washington, D. C. to be maugumted the
1 6th prestdent of the United States. Vtsztors entermg this -
typzcal 19th century train station, find the men’s wattmg
room on one side and the Iadzes on the other, away ﬁ'om the

language and tobacco spitting of the men.

~
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\ﬁﬁ?

Flscal Year
-Ended" "~
June 30

- 19.92--..,.;'

1993 s
1994
L1995 -
1996
1997
1998":‘ S
1999

SOU2000

Fixed "
CAssets. . X
T Netquccumulated, ISP
) im}és'fmems* _ Depreczat:on AR

th}:dl ; -

e _-'.Lmblht;e‘s-;"_' ’
$ 60,874 -

$ 738, 538;”’
1,079,624
259810,

82985
108350

;! ,<,‘;,’88 31207
" 97129~
85707
96,205

v 97,334

109,968

95,049

Reserve for
Pamctpant :
Comributions.,

LA11,732410

L "‘_‘.71911875
T 12911,744
012938514 .
3,697 347,

+ 34,440,112
36,627 373--_,;._
38,004,187 -
39,825,825
9,081,113
449,643,586 -
541674,448 ",
61,160,683 - -
65253 933.;;‘,-,-;

e 5\10;263,-85‘5,"7._"_' E
10734454,
- 11059,576

v

$. 19082 R
6,163 -

H ‘,‘.J.

" Future Operation

% Reserefor

s* .

53, 202,967 -

37,728, 186':5. -

- ‘;f410|891 o
£ 40,792,651

51,492,570~

7. 156,806,780 -
7 62:823,160°
L 66,928,713
.. 70,568,778

T~

"Total

130,176,113

T 29638,026 -

Coute 39,671,848 -

- 44,797,866 - ..
49,825846

53,893,994

156,774,097

T$26,182213 -
©27,520206 -
: 30,409,835 " -

)

35202,967

37,728,186

40,756,675 -
41,018,917
40,792,651
151,492,570
56,806,780
© 62,823,160
166,928,713
- 70,568,778 -,

. ‘ B _' - The Rescive for Future Oper.ahnm reﬂeds mveslments r:porled at, fmrvalue after ﬁscal yéar 1995' For all uther ﬁsca] years Lhe R:scrve for Fu;un: Opemllons
R n:ﬂects mvestmenls repurted at éost (bnol: value), - St . : PR :

EERTEN

REVE_&UES' BY SOURCE

ST '

 Fiseal Year ¢ 7

'.Epdec!._ ,

o June 30

K Paticipant

- Contributions

L Employer’gonp-ibugions o

\ .

T L. s

o State of

" Mipois . Ta

- Sources

=<

) Other * - -

x o~

Total ‘

" Net Tnvestment -
~ i~ Revénue* -

" Total ‘

e
1992

- 1993 f;;-

ST 1994
19953‘

]996 -

e 001997

: .,-‘7-1-998:: g

1999 ¢

2000 T

$ 71,486,815

- 1,375,885
2,498,833
1011354
1174764
1,141,155 7

1,285,985

1224533
1413676
317,542

. The Net Inveslmen\ Revenue includes bolh rr.ahzed and unreahzed gains and Iosses on 1nves|.menls for ﬁscal years aﬁer I,995 For all olber ﬁs:al years, lhe Nel
e Invesh'nenl Ravenue inclides only r:al:zed galns amI Insses on mvestrn:nts . . )

. FRRTES
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After Lincoln’s death in 1865, a Springfield committee
“was formed to build a tomb for his remains. Lincoln’s
body arrived in the cemetery after his body had traveled
nearly 1, 700 miles in a special railroad car on a

_ circuitous route from Washington, D.C. The tomb was

finished in 18 74 .- )

_A red marble marker inside the tomb stands above
the area where Lincoln’s body lies below the floorin a
_ steel and concrete-remforced vault, partly because of a”
grave robbing attempt made in 1876. The 117-foot
granite tomb also contains the bodzes of hls wife Mary,
and three of their four sons. ‘
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2. ADMINISTRATION

Plan Summary

SUMMARY OF RETIREMENT SYSTEM PLAN ‘ ’ _ o
(As of June 30, 2000) N : ' : - o

1. PURPOSE

-

< The purpose of the System is to provide retirement annuities, sumvors annumes and aother benefits for members of the General
Assembly, certain elected state ofﬁcxals and their beneficiaries. - ‘

’ -

Responsibility for the operation of the System and the direction of its policies is vested in'a Board of Trustees consisting of seven
members. The administration of the detailed affairs of the System is the responsibility of the Executive Secretary who is appointed .
by the Board of Trustees. Administrative policies and procedures are designed to ensare an accurate accounting of funds of the T
.System and prompt payment of claims for benefits within the applicable statute.

3. EMPLOYEEMEMBERSHIP S

All members of the lllinois General Assembly and any person elected to the office of Governor, Lieutenant Governor, Secretary .+
of State, Treasurer, Comptroller or Attorney General become members of the System unless they ﬁle an election not to participate
mthm 24 months of taking office.

Any person who has served 10 or more years as Clerk or Assistant Clerk of the House of Representatwes, Secreta:y or Assistant
Secretary of the Senate or any combination lhereof may elect to become a participant. -

4. PARTlCIPANT CONTRlBUTTONS

Parhcnpants are required to contribute a percentage of salary as thelr share of meetmg the cost of the various benefits at the rates

shown below:

o Rehrement\Annunty
E ..Automahc_AnnuaI Increas"

A parhc:pant who has no ehglble survivor's annuity beneﬁcxaly may elect to not pammpate in the survivor's annu:ty provisions in
which case the total participant contribution rate is 9. 5% of salary.

3. RETIREMENT ANNUITY

A.  Qualification of Participant _
Upon termination of service, a participant is eligible for a retirement annuity at age 55 with at least 8 years
of credit or at age 62 with at least 4 yeais of credit. : :

. B, Amount of Annmty
> Effective-January 1, 1982, the retlrement annuity is determined accordmg to the following formula based on the apphcab]e
salary .

30%foreachoftheﬁrst4yearsnfcredit j. o IR I
*3.5% for each of the next 2 years of credit; - S T ]
© 4.0% Tor cach-of the nethyears of credit; '_‘ T

Eea 45%foreachofthenext4yearsofcred|t o SRR
‘:'~{ 7 .; 0% for each yearofsemce in excess ofl?.. years T R ) N R

o

A i “

. The maximum annuity'is 85% of final rate of salary after 20 years of credit. '
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T " Plan Summary

C. Optional Forms of Payment - . ) _f L - N -

e, © " annuity beneﬁt The election should be ﬁled with the System at least 2 years prior to renrement ] .

kS

D. Annual Increuses tn-Retrrement Annuny

Post retirement increases of 3% of the current amount of annuity are granted to pammpants effectwe in ]anuary or]uly of the
year next following the first anniversary of retirement and in January or July of each year thereafter. However, if the participan}
has'not attained age 60 at that date, the payment of such annual increase shall be deferred until the first of the month followmg
their 60th blrthday For participants whé remain in service after attaining 20 years of creditable service, the 3% arnual incréases
shall begin to accrue on the January 1 next following the date upon which the participant (1) attains age 55, or (2) attains 20
years of creditable sérvice, whichever occurs later. In addition, the annual incréases shall continue to accrue while the participant

anniversary of retirement, or (2) the first of the month following attainment of age 60, whichever occurs later.

: E. Suspensron ofRehrementAnnuny T BN

~ retirement annmty payments cease.

-

- General Assembly‘Retlrément System to be suspended
6 SURVWORS ANNUITY

'

" A QuulificutiunofSurvi’Jur ' o T -

- of service and pnor to receipt.of retirement annuity, the participant must have established at least 4 years of credit. To be eligible
* for the sufvivors® annuity, the spousé and participant or annuitant must have been mamed for at least 1 year immediately
. - preceding the date of death: ~ o .
An eligible spouse qualifies at age 50 or at any age if there is in the care of the spouse unmarried children who are (1) under
' age i Bar(2) overage 18if mentally or physically disabled or (3) under age 22 and a full-time student Ehg:ble sumvmg children
would be enutled to benefits if no spouse survives. .

" B Amount of Payment

If the participant’s death occurs while in service, the sumvmg spouse without ehglble children would be eligible o 66-2/3% of
eamed retirement annuity, subject to a minimum of 10% of salary. A surviving spouse with eligible children would receive the
} greater of 66-2/3% of the earned retirement annuity or 30% of salary increased by 10% of salary for each minor child, subject

o spouse would not be less than iOO% of the carned retirement annuity.

. [
‘ - .

If the participant’s death occuts after termination of service or retirement, the sunmnng spouse without ellglble chxlclren wouid
be eligible to 66-2/3% of earned retirement annuity. The maximum a surviving spouse with eligible children would receive is

spousé would not be less than 100% of the earned retlrement anmutyf R

N v x . ) ) ;o
t The minimum sum'vor's' annuity for any qualified survivor'shall be $300 per month.

>

‘ . Reversionai-y Annuity - A participant may elect to receive a reduced annuity during his.or her lifetime in order to provide a‘
‘ . spouse, parent, child, brother or sister with a lifetime income. Such payment to a spouse would be in addition to the survivors’

* remains n service; however, such increases shall not become payable until (1) the]anuary 1 or the July t next fol[omng the first”

. An annuitant who reentéfs service becomes a participant and resumes conmbutlons to the Systam as of the date of reentry and

If the provisions of the Retirement Systems’ Reciprocal Act are elected at retirement, any ermployment which would result in .
. L the suspension of benefits under any of the retirement systems being, considered would also cause the annu:ty payable by the .

If death oecurs while in service, the parnmpant must have established at least two years of credit. [f death oceurs after termination

toa maximum of 50% of salary to a family, uniess survived by a dependent disabled child in whlch case the annuity to a sumvlng -

+ 75% of the earned yetirement annmty unless survived by a ‘dependent disabled child in which case the annuity to a surviving -

Géhemf Assembly Retirement System
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.‘DE'ATHBENEFITS ) o R

Plan Summary o L

C Duration of Pnyment :

When all children, except for disabled children, are ineligible because of death marriage or attainment; of age 18orage22in

the case of a full-time $tudent, the spousé’s benefit is suspended if the spouse is under age 50 until attainment of such age. A
sumvmg spouse who remarries pnor to attainment of age 55 would be diSquahﬁed for ahy future benefit payments.

D. Annual Increases in Survivars' Annuny : o oy

Increases of 3% of the current amd{unt of annuity are granted to sirvivors in each _]anuary occurting on orafterthe commencement

of the annuity if the deceased participant died while receiving a retirement annuity. . In the event of an active participant's death,

increases of 3% of the current amount of annuity ar¢ granted to survivors effective in January of the year next following the first
* anniversary of the commencement of the annuity and in January of each year thereafter -

;

The fo]lowmg lump sumn death benefits are payable to the named beneﬁc:anes or estate of the participant only if there are no eligible
survivors’ annuity benef' iciaries survwmg the deceased parttctpant .

~

~

* A. Before Rellrement' : ' : N

[fthe participant's death occurs while in service, i refund of total contributions to the System, withaut interest;in the partxc:pant s

- ¢

account.

¥

B. After Retlrement
If the participant’s death occurs after retirement, a refund of the excess of contnbuttons to the System over annuity payments,
if any.

-

The foilowing lump sum death benefit is payable 1o the naried beneficiaries or estate of the survivor. 3

A, Death of Survivor. Annmtunt

Upon death of the survivor annuitant with no Further survivors’ annuity payable, a refund of excess contnbuhons to the Systerr
over total retirement and survivors’ annmty payments, if any. -

DISBILITYBENEFT ~ ~ - L

\

A partimpant with at least 8 years of semce who becomes permanently dtsabled w}nle in service as a contnbutmg partlmpant is
eliglbie for a retirement annutty regardless of age.

N

f disabi]ity is service-connected, the anhuity is subject to reduction by amounts received by a participant under the Workers'

Compensation Act and the Workers Occupauonal Diseases Act.

REFUND OF CONTRIBUTIONS

Fa

Upon termination of service, a participant is entitled to a refund of total contributions to the System without interest. By accepting

a refund a part1c1pant forfelts all accrued nghts and benéfits in the System for his or herself and beneficiaries.
¥

VA participant who has noieligible survivors is entitled to a full refund of contributions for the survivom' annuity benefit. The refund
may be repaid, with required interest, to qualify a spouse for survivors' annuity benefits if the partunpant mames or remarries after

retirement
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~ Legislative Section

LEGlSLATION

LEG]SLATIVEAMENDMENTS o | ' o -

Legtsfahve amendments with an effectwe date dunng fiscal year 2000 havmg an lmpact on the System were:

House Bill 1612 (P.A. 90- 0731 effective July] 1999)

I.  Amends the general provisions of the Illmms Pension Code to provnde for amethod to recognize the existence of an; altemate
payee'sright to receive all ora portion of a member’s accrued benefits in a retirement system through the issuance of a Qualified

Nlinois Domestic Relattons Order (QILDRO) pursuant to Section 503 (b) (2) of the Ilhnms Marnage and Dassoluuon of
. Marriage Act

NEW LEGKSLATION

\

Leglslatwe amendments with an effectxve date subsequent to _]une 30, 2000, havmg an lmpact on lhe System were:

House Bill 1583 (P A. 91 0887; effectlve July &, 2000)

1. Allowsa surviving spouse to remarry prior to the attainment of age 55 without bemg disqualified for the receipt ofa survivor's
- annuity provided such remamage occurs ‘on or after the effective date. :

-~ )

. General Assembly Retirement System -
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