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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 td the Illinois Pension

- Code, investments of the System are managed by the

Illinois State Board of Investmeni.

There were no material findings of pdncompliance
disclosed during our audit tests. Weg€ommend the System
for maintaining effective fiscal cofitrols.

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 Mcasures are summarized on the reverse page.}



JUDGES' RETIREMENT SYSTEM OF TLLINOIS
INFORMATION FROM FINANCIAL AND COMPLIANCE AUDITS
TWO YEARS ENDED JUNE 30, 2000

" | FINANCIAL OPERATIONS. ~ . i |7 FY 20007 1| -+ "FY 1999

REVENUES
Contributions: .
Participants .........ccoeeveirrineinienennnn. $12,005,415 $11,270,131
State General Revenue Fund ................ 19,228,000 16,473,100
State Pension Fund....................ol 2,160,000 2,215,716
107 1= SR 23,577 0
Net investment iNCOME .........c.oveevvriniinenns 9,543,171 9,979,034
Net appreciation in fair value of investments . 34,879,225 34,244,046
Interest earned on cash balances................. 426.053 390.244
Total Revenue ...........ccovvvvvviveennnns $78.265.441 $74,572.271 |
EXPENSES
Benefits: :
Retiremnent anmuities ...........oovevenennnnes $34,078,117 $ 31,553,425
Survivors' annuities.....ovveveveiiiienennnns 10,140,631 9,298,173
Refunds ......oovvviiiniiiieiicicei e 498,183 296,143
Admimstration.......oooovvv i, 376,713 355,543
Total Expenses ......cccceeevivivvnnnanen. $45.093.644 $ 41,503,284
SELECTED ACCOUNT BALANCES - 147 JUNE30,,2000 | JUNE 30, 1999 .
Cash .o FORUTUROR . $7,752,714 $7,279,856
Receivables. ..ot $476,829 $291,173
Investments, at fair value............ccocoviiiiiinnneen. $414,758,248 $382,235,852 |
Property and equipment, net of accumulated ' .
depreciation.. . ....ovvvviiiie e - $6,739 $8,784
Liabilities .. v $60,810 $53,742
Net Assets Held in Trust for Benefits .................. $422,933,720 $389,761,923
Actuarial Accrued Liability .....................oel, $871,153,418 $805,587,241
Unfunded Liability............ccccooeiiviiiiinni. erene $448,219,698 $415,825,318
SUPPLEMENTARY INFORMATION FY 2000 - - | - " FY 1999
Number of System employees (shared with _
General Assembly Retirement System)............... 8 8
Number of retirees and beneficiaries currently :
receiving benefits..............o.oiiii i 784 772
Inactive members not yet receiving benefits........... 43 . 56
Current Members: '
Vested ..o 607 615
Nonvested ....coovvriiiiiiii e 301 280
Total Return on Investments ...............cccvnvnennss 11.8% 12.9%
EXECUTIVE SECRETARY

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




JUDGES' RETIREMENT SYSTEM OF ILLINOIS
COMPLIANCE AUDIT

YEAR ENDED JUNE 30, 2000

TABLE OF CONTENTS

System Officials

Comphiance Report
Surmmary
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 Appropriations, Expenditures and Lapsed Balances

Comparative Schedules of Net Appropriations, Expenditures and Lapsed
Balances

Comparative Schedules of Revenue and Expenses

-

PAGE

10

11

12
13



JUDGES' RETIREMENT SYSTEM OF ILLINOIS

COMPLIANCE AUDIT
YEAR ENDED JUNE 30, 2000
TABLE OF CONTENTS
PAGE
Financial Related Information (continued)
Supplementar;z Information (continued)
Financial Related Schedules (continued)

Comparative Schedules of Administrative Expenses 14
Schedule of Changes in Office Equipment 15

Reconciliation of Revenue to Cash Receipts and to Deposits Remitted to
the State Comptroller 16
Schedules of Funding Progress and Employer Contributions 17
Explanation of Significant Variations in Revenues 18
Explanation of Significant Variations in Expenses 19
Analysis of Significant Statement of Plan Net Assets Accounts ' 20
Analysis of Investment Performance (unaudited) | 22
Emergency Purchases : 22

Analysis of Operations |

System’s Functions and Planning Program 23
| Progress in Funding the System 24
System Employees 25
Comparison of Administrative Expenses to Total Expenses 25
Major State Mandate Testing : _ 26

Service Efforts and Accomplishments (unaudited) 26




JUDGES' RETIREMENT SYSTEM 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 Cc;unsel ‘ Attorney General's Office

System offices are located at:

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

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




JUDGES' RETIREMENT SYSTEM 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 contro! do not contain scope limitations,
disclaimers, or other significant nonstandard language.

Summary of Aundit 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 Mr.

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 AUDITOR'S REPORT ON STATE COMPLIANCE TESTING
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 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 Judges’ Retirement System 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 Systemn 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 is maintaining effective accounting control over revenues,
obligations, expenditures, assets and liabilities.

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.

-3
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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 havé 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.

As required by the Audit Guide, immaterial findings developed in this special State compliance
testing and excluded from this report have been reported in a separate letter to your office.

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

Assembly, the Legislative Audit Commission, the Govemor and System management, and is not
intended to be and should not be used by anyone other than these specified parties.

%% LLP

October 18, 2000
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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 llinois

As Special Assistant Auditors for the Auditor General, we performed special State compliance
testing of the operations of the Judges” Retirement System of Illinois 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 Judges’ Retirement System 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 Judges’ Retirement System 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 nisk 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 necessanly 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.

As required by the Audit Guide, immaterial findings developed relating to the internal controls
and excluded from this report have been reported in a separate letter to your office.

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.

Q%..ij/_&p

October 18, 2000
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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 IIlinois

As Special Assistant Auditors for the Auditor General, we have audited the financial statements
of the Judges’ Retirement System 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. However, we noted certain
immaterial instances of noncompliance, which we have reported to management of the General
Assembly Retirement System, State of Illinois in a separate letter dated October 18, 2000.

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 statements and not to provide assurance on the internal control over financial reporting.
Our consideration of the internal 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. ‘
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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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JUDGES' RETIREMENT SYSTEM OF ILLINOIS
COMPLIANCE AUDIT
YEAR ENDED JUNE 30, 2000
FINANCIAL RELATED Il\'IFORMATION

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
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 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 SUPFLEMENTARY INFORMATION
FOR STATE COMPLIANCE AUDIT PURPOSES

Honorable William G. Holland
Auditor General '
State of Itlinois

As Special Assistant Auditors for the Auditor General, we have audited the financial statements
of the Judges® Retirement System of IHinois, 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. Our 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
Judges’ Retirement System 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
Judges’ Retirement System 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.

\%m% LLP
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JUDGES' RETIREMENT SYSTEM OF ILLINOIS

COMPLIANCE AUDIT

SCHEDULE OF APPROPRIATIONS, EXPENDITURES AND LAPSED BALANCES

FourTEEN MONTHS ENDED AUGUST 31, 2000

APPROPRIATED FUNDS

General Revenue Fund
State's contribution to the System, regular
(Public Act 91-0020)

State Pension Fund
Annual allocation to the System, pursuant to
Section 8.12 of the State Finance Act
{Public Act 91-0020)

Total a!l appropriated funds

NONAPPROPRIATED FUNDS

Benefits and other nonadministrative expenditures
Pensions and annuities
Nonrecurring refunds and distributions
Refunds, prior calendar year contributions
Refunds, not classified elsewhere

Administrative expenditures
Personal services
Employee retirement pickup
Retirement contributions
Social Security contributions
Group insurance
Contractual services
Travel
Commodities
Printing
Electronic data processing
Telecommunications

Total nonappropriated funds

GRAND TOTAL, ALL FUNDS

Lapse Period

Expenditures

July 1, 2000

Appropriations  Expenditures Through
(Net After Through Aupust 31, Total Balances
Transfers) June 30, 2000 2000 Expenditures Lapsed
519,228,000 519228000 & - $ 19228000 § -
2,160,000 2,160,000 - 2,160,000 -
$21,388,000 21,388,000 - 21,388,000 $ -
5 - 44,273,463 - 44273463 § -
- 450,340 - 450,340 -
- 85,473 - 85,473 -
- 6,120 - 6,120 -
- 44,815,396 - 44815396 -
- 343,055 - 343,055 -
- 13,732 - 13,732 -
- 33,348 - 33,348 -
- 23,495 - 23,495 -
- 33,934 - 33,934 -
- 87,796 6,137 93,933 -
- 11,237 - 11,237 -
- 971 - 971 -
- 3,032 - 3,032 -
- 8,821 7,237 16,058 -
- 2,842 966 3,808 -
- 562,263 14,340 576,603 -
3 - 45,377,659 14,340 45391999 § -
$ 66,765,659 3 14340  § 66,779,999

The above data was taken from System records which have been reconciled to those of the State Comptroller.
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JUDGES" RETIREMENT SYSTEM 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.91-0020 P.A.90- P.A. 90-0010
$ 19,228,000 § 16,473,100 $ 14,601,800
19,228,000 16,473,100 14,601,800
$ - $ ] $ -
$ 2,160,000 $ 2215716 § 1,062,200
2,160,000 2,215,716 1,062,200
$ : $ ; S :
$ 21,388,000 §18,688816 $ 15,664,000
21,388,000 18,688,816 15,664,000
$ : $ . $ :

-12-



JUDGES' RETIREMENT SYSTEM OF ILLINOIS
COMPLIANCE AUDIT
COMPARATIVE SCHEDULES OF REVENUE AND EXPENSES

YEARS ENDED JUNE 30, 2000 AND 1999

2000 1999
REVENUE
Contributions |
Participants $ 12,005,415 11,270,131
Employer _ 21,411,577 18,688,816
Total contributions 33,416,992 29,958,947
Investments
Net investment income 9,543,171 9,979,034
Interest earned on cash balances 426,053 390,244
Net appreciation in fair value of investments 34,879,225 34,244,046
Total net investment income 44, 848 449 44,613,324
Total revenue 78,265,441 - 74,572,271
EXPENSES
Benefits .
Retirement annuities ' 54,078,1 17 31,553,425
Survivors' annuities 10,140,631 9,298,173
Total benefits 44,218,748 40,851,598
Refunds of contributions 498,183 296,143
Administrative expenses ' 376,713 355,543
Total expenses : 45,093,644 41,503,284
EXCESS OF REVENUE OVER EXPENSES $ 33,171,797 $ 33,068,987

-13-



JUDGES' RETIREMENT SYSTEM OF ILLINOIS
COMPLIANCE AUDIT
COMPARATIVE SCHEDULES OF ADMINISTRATIVE EXPENSES

YEARS ENDED JUNE 30, 2000 AND 1999

Personal services $ 205,833 $ 196,532
1 Employee retirement contributions paid by employer 8,239 7,879
4 Employer retirement contributions 20,009 18,767
| Social Security contributions 14,097 13,375
] Group insurance 20,360 17,849
i Contractual services 76,967 70,254
Travel | 9,590 9,350
3 Commodities 583 620
Printing 2,920 4,132
Electronic data processing 7,803 8,241
3 Telecommunications 1,995 2,135
Depreciation 4,166 3,570
Other 4,151 2,839
: Total ' $ 376,713  § 355,543

-14 -




JUDGES' RETIREMENT SYSTEM OF ILLINOIS
COMPLIANCE AUDIT

SCHEDULE OF CHANGES IN OFFICE EQUIPMENT

YEAR ENDED JUNE 30, 2000
Beginning Ending
Balance = Additions Deletions  Balance
Equipment ©$ 47,443 $ 2,121 $(2,544) $ 47,020
Accumulated depreciation (38,659)  (4,166) 2,544 (40,281)
$ 6,739

Equipment, net $ 8784 §(2045 § -

This schedule has been reconciled to property reports submitted to the Office of the Comptroller.
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JUDGES' RETIREMENT SYSTEM OF ILLINOIS

COMPLIANCE AUDIT

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

YEaRrs ENDED JUNE 30, 2000 AND 1999

TOTAL REVENUE FOR THE YEAR $ 78,265,441 $ 74,572,271
ADD (DEDUCT)
Net investment income reinvested in the Illinois State
Board of Investment (ISBI) Commingled Fund (9,543,171) (9,979,034)
Net appreciation in fair value of investments reinvested
in the ISBI Commingled Fund ' (34,879,225) (34,244,046)
Administrative expenses allocated to and reimbursable ' - '
from the General Assembly Retirement System of Illinois 205,810 197,145
Receivables (net of refundable annuities) v
Beginning of year 276,023 297,355
End of year (466,088) (276,023)
Cash transfers from the ISBI 11,900,000 11,600,000
Cancellation of annuities ' 61,632 59,191
Cancellation of refunds 2,927 -
Current year miscellaneous income netted against administrative
expenses 6,386 8,700
Current year tax deferred installment payment refunds 34,712 -
Total cash receipts per books 45,864,447 42,235,559
ADD (DEDUCT)
Interest on cash balances . (417,350) (394,354)
Cancellation of annuities (61,632) . (59,191)
Cancellation of refunds _(2,927) -
DEPOSITS REMITTED TO THE STATE COMPTROLLER FOR ORDER
INTO THE STATE TREASURY . $ 45,382,538 $ 41,782,014
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JUDGES' RETIREMENT SYSTEM OF ILLINOIS

SCHEDULES OF FUNDING PROGRESS AND EMPLOYER CONTRIBUTIONS

Schedule of Funding Progress

Actuarial Accrued
Actuarial Liability
Actuarial Value (AAL)-Projected
Valuation of Assets Unit Credit
Date (a) (b)
6/30/97 $ 314,561,229 § 704,460,056
6/30/98 356,692,936 747,275,530
6/30/99 389,761,923 805,587,241
6/30/00 422,933,720 871,153,418

Schedule of Employer Contributions @

Annual Required

Year Contribution per
Ended GASD Statement Percentage
June 20 No. 25
1997 § 26,021,939 52.8%
1958 28,867,624 54.3
1999 38,631,275 48.4
2000 40,205,224 53.3

UAAL asa
Unfunded Funded Covered Percentage
AAL (UAAL) Ratio Payroil Covered Payroli

(b=2) (a/b) (e (b-a)/c

§ 389,898,827 44.7% § 87,171,100 447.3%
390,582,594 477 94,626,000 412.8
415,825,318 48.4 99,200,000 419.2
448,219,698 48.5 104,000,000 431.0

Annual Required
Payroll Contribution  Percentage

5

13,747,000 100.0%
15,664,000 100.0
18,293,000 102.2
21,388,000 100.1

(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 Systermn 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 methed
Actuarial assumptions:
Investment rate of return
Projected salary increases
Assumed inflation rate
Group size growth rate
Postretirement increase

Tune 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
6.0 percent per year, compounded annually
4.0 percent
0.0 percent
3.0 percent per year, comnpounded annually

-17-



JUDGES' RETIREMENT SYSTEM 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)

2 Contributions from participants $ 12,005415 § 11,270,131 $ 735284 (1)

Contributions from employers - 21,411,577 18,688,816 2,722,761 (2)

Net investment income and interest

- eamed on cash balances 9969224 10,369,278 (400,054) (3)
Net appreciation in fair value of investments 34,879,225 34,244,046 635,179 (3)

(1)  This variation is mainly due to an increase in the total covered payroll during the year
4 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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JUDGES' RETIREMENT SYSTEM OF ILLINOIS

COMPLIANCE AUDIT

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

Commments on Significant Variations Between Certain Expense Accounts

¥ 2000 1999 Increase/(Decrease)
i Retirement annuities $ 34,078,117 § 31,553425 $§ 2,524,692 (1)
. Survivors' annuities 10,140,631 9,298,173 842,458 (2)

Refunds of contributions 498,183 296,143 202,040 (3)

(1) The increase is due to the addition of annuitants that receive a higher monthly benefit 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.

t (2) The increase is due to a net increase of 7 survivor annuity recipients during the year ended
‘% June 30, 2000. There is also a 3% automatic annuity increase each year to offset the effects
of inflation.

(3) The increase is primarily due to an increase in the number of death refunds paid during the
year ended June 30, 2000.
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JUDGES' RETIREMENT SYSTEM 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 $ 7752714  § 7279856

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

2000 1999
Receivables '
Participants' contributions $ 379,500 $ 192,888
Refundable annuities 10,741 15,150
Interest on cash balances ‘ 35,166 26,463
Due from General Assembly Retirement System,
State of Illinois 51,422 56,672
Total receivables

$ 476,829 $ 291,173

No receivables were deemed uncollectible at June 30, 2000.

Investments

General information:

Pursuant to Article 22A of the Illinois Pension Code, investments of the Judges' 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 basis 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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JUDGES' RETIREMENT SYSTEM 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 summarized as follows:

Balance at beginning of year, at fair value
Net cash (withdrawn) from investments

Investment income
Commingled Fund income
Expenses

Net investment income

Net appreciation 1n fair value of investments
Net realized gain on sale of investments
Net unrealized gain (loss) on investments

Total net investment income

Balance at end of year, at fair value

-21-

2000

$ 382,235,852

1999
$ 349,612,772

(11,900,000) (11,600,000)
370,335,852 338,012,772
10,480,075 10,718,706
(936,904) (739,672)
9,543,171 9,979,034
44,569,530 27,550,877
(9,690,305) 6,693,169
34,879,225 34,244,046
44 422,396 44,223 080

$ 382,235,852

$ 414,758,248



JUDGES' RETIREMENT SYSTEM 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 earned for the year divided by the average market
value of assets employed.

EMERGENCY PURCHASES

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

-22 .



b

S8 S ettty srmersy

JUDGES' RETIREMENT SYSTEM OF ILLINOIS
COMPLIANCE AUDIT

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

The Judges' Retirement System of Illinois was created effective July 1, 1941, to establish a
method of permitting retirement, without hardship or prejudice, of judges who are aged or

otherwise incapacitated, by enabling them to accumulate reserves for themselves and theu'

dependents for old age, disability, death and termination of employment.

The System is governed by Chapter 40 Act 5, Article 18 of the "Illinois Compiled Statutes," and
it is administered by a Board of Trustees consisting of five persons, as follows: the State
Treasurer, and the Chief of the Supreme Court, ex officio, and three participating judges
appointed by the Supreme Court.

Chief Justice Michael A. Bilandic is Chairman of the Board of Trustees, and Mr. Michael L.
Mory is 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” compliance
program, the System entered the new millennium 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 lllinois Domestic Relations Orders (QILDROs) and the State Retirement’s EDP
Division conducted a needs assessment review to identify future computer a.nd information
system needs.
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JUDGES' RETIREMENT SYSTEM OF ILLINOIS
COMPLIANCE AUDIT

YEAR ENDED JUNE 30, 2000

SYSTEM’S FUNCTIONS AND PLANNING PROGRAM (CONTINUED)

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 System’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.

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 Judges' Retirement System of Illinois' offices are located at 2101 South Veterans Parkway in.
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 System as of June 30, 2000 amounted to approximately
$871 million. The actuarial value of assets (at fair value) as of June 30, 2000 amounted to
approximately $423 million, leaving an unfunded actuarial accrued liability of approximately
$448 million.

In August 1994, Senate Bill 533 was signed into law as Public Act 88-0593. This funding
legislation, became effective on 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 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.

Most importantly, 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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JUDGES' RETIREMENT SYSTEM OF ILLINOIS
COMPLIANCE AUDIT

YEAR ENDED JUNE 30, 2000

SYSTEM EMPLOYEES

The average number of employees during the years ended June 30, 2000 and 1959 are
functionally classified as follows:

2000 1999

Executive and administrative 4 4
Accounting, bookkeeping and clerical _ 4 4
Total _8 8

COMPARISON OF ADMINISTRATIVE EXPENSES TO TOTAL EXPENSES

2000 1999
Total expenses '
Benefits § 44,218,748 $ 40,851,598
Refunds 498,183 296,143
Administrative : 376,713 355,543
Total expenses $ 45,093,644 $ 41,503,284
Administrative expenses as a percentage of total expenses 0.8% 0.9%

Administrative expenses are not subject to appropriation control but are controlled by budgets
adopted by the Board of Trustees. Administrative expenses common to the Judges' Retirement
System of Illinois and the General Assembly Retirement System, State of Illinois are paid 60%

| by the Judges' Retirement System of Illinois and 40% by the General Assembly Retirement

System, State 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 Ilinois.
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JUDGES' RETIREMENT SYSTEM 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 all statutory mandates
specifically applicable to it. We noted no instances of noncompliance by the System in relation
to the mandates tested. -

SERVICE EFFORTS AND ACCOMPLISHMENTS (UNAUDITED)

2000 1999
Membership data :
 Active members ' 908 895
Inactive members J 43 56
Total members 951 951
Benefit payments
Recurring _ .
Retirement annuities (1) 476 471
Survivors' annuities (2) 308 301
Totat 784 772
Termination refunds processed ' 5 2
Retirement counseling™
Preretirement seminars held 5 6
One-on-one counseling programs held 19 18
Postretirement seminars held 3 3

* Held in conjunction with the General Assembly Retirement System, State of Illinois

(1) 100% 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.

- 26 -



REPORT DIGEST

JUDGES’
RETIREMENT SYSTEM
OF ILLINOIS

FINANCIAL AUDIT
For the Year Ended:
June 30, 2000

Release Date:

February 14, 2001

State of Illinois
Office of the Auditor General
WILLIAM G. HOLLAND
AUDITOR GENERAL

To obtain a copy of the Report contact:
Office of the Auditor General
Aitn; Records Manager
Hes Park Plaza
740 E. Ash Street
Springfield, IL 62703
(217) 782-6046 or TDD (217} 524-4646

This Report Digest is also available on
the worldwide web at
hitp:/fwww state.il.us/auditor

SYNOPSIS

¢ The unfunded liability of the System was $448 million
at June 30, 2000. The System’s funded ratio at that date
was 48.5%.



Unfunded Liability at June
30, 2000 Totals $448 million

INTRODUCTION

This digest covers our financial audit of the System for

. the year ended June 30, 2000. A compliance audit covering

the year ending June 30, 2000 is being issued separately.

The System shares administrative staff and common
administrative expenses with the General Assembly
Retirement System (GARS). The GARS reimburses the
System for 40 percent of the administrative costs incurred.

It should be noted that, pursuant to the Illinois 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 $871
million at June 30, 2000. The actuarial value of assets (at
market) totaled approximately $423 million at June 30,
2000. The difference between the liability and the assets of
$448 million reflects the unfunded liability of the System at
June 30, 2000. The Judges® Retirement System had a
funded ratio of 48.5% at June 30, 2000.

AUDITORS' OPINION

Our auditors state that the June 30,‘ 2000 Tinancial
statements of the System are fairly presénted.

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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JUDGES' RETIREMENT SYSTEM OF ILLINOIS
FINANCIAL STATEMENTS

JUNE 30, 2000 AND 1999

FINANCIAL STATEMENT REPORT
SUMMARY

The audit of the accompanying financial statements of the Judges’ 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
LIP

INDEPENDENT AUDITORS® REPORT

To the Honorable William G. Holland Board of Trustees
Auditor General, State of Illinois Judges’ Retirement System of Illinois
Springfield, Illinois 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 Judges’ 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. Qur 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 Judges’ 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 Judges’ Retirement System of Illinois’ intermal 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%M% LLP

1.

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

October 18, 2000

30 N. LASALIE STREET + SUITE 4200 « CHicaco, IL 60602 « 312.368.0500 » 312.368.0746 FAX « www.havey.com o



Financial Statements

JUDGES' RETIREMENT SYSTEM OF ILLINOIS

Statements of Plan Net Assets

June 30, 2000 and 1999
2000 1999
Assets
Cash $ 7,752,714 $ 7,279,856
Receivables: :
Participants’ contributions 379,500 192,388
Refundable annuities 10,741 15,150
Interest on cash balances 35,166 26,463
Due from General Assembly Retirement System 51,422 56,672
Total Receivables 476,829 291,173
Investments - held in the Il-linois State Board of
Investment Commingled Fund at fair value 414,758,248 382,235,852
Equipment, net of accumulated depreciation 6,739 8,784
Total Assets 422,994,530 389,815,665
Liabilities
Benefits payable 2,508 -
Administrative expenses payable 58,302 53,742
Total Liabilities 60,810 53,742
Net assets held in trust for pension benefits
(A schedule of funding progress is
presented on page 12.) $422,933,720 $389,761,923
See accompanying notes to financial statements.

Judges' Retirement System of Ilinois -




Financial Statements

JUDGES' RETIREMENT SYSTEM OF ILLINOIS

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

2000 1999
Additions:
Contributions:
Participants $ 12,005415 $ 11,270,131
Employer _ 21,411,577 18,688,816
Total Contributions 33,416,992 29.958,947
Investments: _
Net investment income 9,543,171 9,979,034
Interest earned on cash balances 426,053 390,244
Net appreciation in fair value of investments 34,879,225 34,244,046
Total Net Investment Income 44,848,449 44,613,324
Total Additions 78,265,441 74,572,271
Deductions:
Benefits:
Retirementannuities 34,078,117 31,553,425
Survivors’ annuities 10,140,631 9298,173
Total Benefits 44,218,748 40,851,598
Refunds of contributions 498,183 296,143
Administrative expenses 376,713 355,543
Total Deductions 45,093,644 41,503,284
Net Increase 33,171,797 33,068,987
Net assets held in trust for pension benefits:
Beginning of year 389,761,923 356,692,936
End of year $422,933,720 $389,761,923
See accompanying notes to financial statements.

Judges' Retirement System. of [llinois - 3



Financial Statements

JUDGES' RETIREMENT SYSTEM OF ILLINOIS

Novtes to Financial Statements
June 30, 2000 and 1999

(1) Reporting Entity

@)

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 Judges' Retirement System of Illinois (System) is administered by a Board of Trustees consisting of five
persons, which include the State Treasurer, the Chief of the Supreme Court, ex officio, and three participating
judges appointed by the Supreme Court.

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 $80,000. Due to the immaterial nature of the separate fund, these receipts and
disbursements have been included in the System's financial statements.

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

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

2000 1999
Retirees and beneficiaries
currently receiving benefits:
Retirementannuities 476 471
Survivors'annuities ’ 308 301
784 772
Inactive participants entitled
to benefits but not yet
receiving them 43 56
Total 827 828
' )
Current participants:
Vested 607 615
Nonvested 301 280
895

Total 908

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

Judges' Retirement System of Illinois - 4




Financial Statements

(a) Eligibility and Membership

The Judges' Retirement System covers Judges, Associate Judges and, under certain conditions, the
Administrative Director of the Illinois courts. Participation by Judges, either appointed or elected, is
mandatory uniess the Judge files an election not to participate within 30 days of receipt of notice of this
option.

{b) Contributions

Inaccordance with Chapter 40, Section 5/18-133 ofthe lllinois Compiled Statutes, participants contribute
specified percentages oftheir salaries forretirement 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 1 1% if the participants elect to contribute for their spouse and dependents
as shown below:

7.5% Retirement annuity

2.5%  Survivors'annuity

1.0%  Automatic annual increases
11.0%

(©)

The statutes governing the Judges' Retirement System provide for optional contributions by participants,
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 optional contributions to retroactively establish service credits, shail 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.

The 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 5/18 of the Illinois Compiled Statutes.

Benefits

After 10 years of credited service, participants have vested rights to full retirement benefits beginning
at age 60, or reduced retirement benefits beginning at age 55. Participants also have vested rights to full
retirement benefits at age 62 upon completing 6 years of credited service or at age 55 upon completing
26 years of credited service. The Judges' Retirement System also provides annual automatic annuity
increases forretirees and survivors, survivors' annuity benefits, temporary and/or total disability benefits
and, under specified conditions, lump-sum death benefits.

The retirement annuity provided under the system is 3-1/2% for each of the first 10 years of service, plus
5% for each year of service in excess of 10, based upon the applicable final salary. The maximum
retirement annuity is 85% ofthe applicable final salary. Annual automatic increases of 3% ofthe current
amount of retirement annuity are provided.

Participants who terminate service and are not eligible for an immediate annuity may receive, upon
application, a refund of their total contributions. Participants or annuitants who are not married are
entitled to refunds of their contributions for survivors. Participants who are eligible to receive the
maximum rate of annuity may irrevocably elect to discontinue contributions and have their benefits
"frozen" based upon the applicable salary in effect immediately priortothe effective date of such election.
Participants who have attained age 60 and are eligible to receive the maximum rate of annuity and have
not elected to discontinue contributing to the System may irrevocably elect to have their contributions
based only on the salary increases received on or after the effective date of such election rather than
on the total salary received. :

Judges' Retirement System of Ilinois - 5



Financial Statements

(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
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 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 Illincis State Board of Investment (ISBI) for purposes
of long-term investment for the System. ‘

The System transfers money to the ISBI for investment in the ISBI Commingled 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 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 Depository Trust Company.

Investments are managed by the ISBI pursuant to Chapter 40, Article 5/22A of the Hlinois Compiled
Statutes (ILCS) and are maintained in the ISBI Commingied 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 ownedreal estate
investments is determined by appraisals. Units ofthe ISBI Commingled Fund are issued tothe member
systems on the last day of the month based on the unit net asset value caiculated 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 monthly 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 not have any one investment which represents
5 percent or more of the ISBI's net assets.

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 to a portion of a coliateral 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

Judges' Retirement System of Hilingis - 6
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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
having market values 0f $1,030,242,633 and $857,389,887, respectively, against which ithad received
collateral with values of $1,064,062,213 and $884,629,896, respectively.

TheISBI’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 arise 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.

The System owns approximately 4.0% of the net investment assets of the ISBI Commingled Fund as
of June 30, 2000,

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 obtained from the ISBI at 180 North LaSalle
Street, Suite 2015, Chicago, Illinois 60601.

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 investments that are uninsured and
unregistered with the securities held by the counter-party's agent in the ISBI's name. Category IIl
includes investments that are uninsured and unregistered with the securities held by the counter-party
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

U.S. Government & Agency ,

Obligations $1,154,131,028 $1,154,131,028 $
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 2,427,329,197 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
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

Judges' Retirement System of Illinois - 7
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{¢) Actuarial Experience Review
In accordance with Illinois Compiled Statutes, an actuarial experience review is to be performed at least
once every five vears to determine the adequacy of actuarial assumptions regarding the mortality,
retirement, disabitity, 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.

{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 -
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.

For fiscal years 2000 and 1999, the required employer contributions were computed in accordance with:
Public Act88-0593. 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 of90%. In addition, the funding plan provides for a 15 year phase-in period toallow
the state to adapt to the increased financial commitment. Once the 15 year phase-in period is complete, the

‘state's contribution will thenremain 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
$21,388,000 and $18,293,000, respectively. Thetotalamount of employer contributions received fromthe
state during fiscal years 2000 and 1999 was $21,388,000 and $18,688,816, respectively.

Judges' Retirement System of Ilinois - 8
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(5) Administrative Expenses

A summary of the administrative expenses for the Judges' Retirement System for fiscal years 2000 and 1999
isas follows: ‘ '

2000 _ 1999
Personal services $ 205833 $ 196,532
Employee retirement contributions paid by employer 8,239 7,879
Employerretirement contributions 20,009 18,767
Social Security contributions . 14,097 13,375
Group insurance 20,360 17,849
Contractual services 76,967 70,254
Travel 9,590 9,350
Printing , 2,920 4,132
Commodities 583 620
Telecommunications 1,995 2,135
Electronic data processing 7,803 8,241
Depreciation 4,166 3,570
Other 4,151 2,839
Total $§ 376,713 § 355543
(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 § 47443 $ 2121 $ (2,544) $ 47,020
Accumulated depreciation (38,659) (4,166) 2,544 {40,281)
Equipment, net § 8784 $_(2.045) 3 - $ 6,739
1999
Beginning Ending
Balance Additions Deletions Balance
Equipment § 51,559 $ 2073 $ (6,189) $ 47443
Accumulated depreciation (41,278) (3,570) 6,189 {38,659)
Equipment, net $ 10,281 § (149N $ - $ 8,784
(7) Accrued Compensated Absences
Employees of the Judges' Retirement System are entitled to receive compensation for all 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 $43,962 and $39,811, respectively and are included in administrative expenses payable.
(8) PensionPlan

Plan Description. All 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 isa
pension trust fund in the State of Illinois reporting entity. The SERS is a single-employer defined benefit

Judges' Retirement System of Hlinois - 9



F
L
1 't
3
2l

®

Financial Statements

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 [llinois'
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 writingto 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 provisions are established, are included
asan integral part of the SERS' CAFR. Alsoincluded 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 upon an 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'
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 sufficient annual appropriations and those employees covered may vary across employee groups and state
agencies. Currently, state officers, judges, general assembly members, and state university empioyees 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 doliars 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 3¢, 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.

Analysis of Changes in Reserve Balances
The funded statutory reserves of the Judges' Retirement System are composed of the following:

(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 - This reserve is the balance remaining in the Judges' Retirement System

from State of Illinois contributions and revenue from investments after consideration of charges for payouts
by the Judges' Retirement System.

Judges' Retirement System of [flingis - 10
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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 $ 94222326 $262,470,610 $ 356,692,936
Add (deduct):
Excess of
revenues over expenses 10,973,987 22,095,000 33,068,987
Reserve transfers:
Accumulated contributions of participants
who retired or died with eligible
survivor during the year (4,294,258) 4,294,258 -
Balance at June 30, 1999 100,902,055 288,859,868 389,761,923
Add (deduct):
"~ Excess of
revenues Over expenses 11,521,541 21,650,256 33,171,797
Reserve transfers: '
Accumulated contributions of participants
who retired or died with eligible
survivor during the year (5,638,056) 5,638,056 -
Balance at June 30, 2000 $106,785,540 $£316,148,180 $ 422,933,720

Judges' Retirement System of Ilinois -
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Required Supplementary Information

Schedule of Funding Progress

Actuarial Actuarial Accrued Unfunded UAAL as a
Actuarial Valueof 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  $314,561,229 $704,460,056  $389,898,827 44.7% $87,171,000 447.3%

6/30/98 356,692,936 747,275,530 390,582,594 47.7 94,626,000 412.8
6/30/99 389,761,923 805,587,241 415,825,318 48.4 99,200,000 419.2
6/30/00 422,933,720 871,153,418 448,219,698 48.5 104,000,000  431.0

Schedule of Employer Contributions

Annual Annual
Required Required
Year Contribution Contribution
Ended per GASB Percentage per State Percentage
June 30 Statement No. 23 Contributed Statute Contributed
1997 326,021,939 52.8% $13,747,000 100.0%
1998 28,867,624 543 15,664,000 100.0
1999 38,631,275 48.4 18,293,000 102.2
2000 40,205,224 533 21,388,000 100.1

(1) Therequired Schedules of Funding Progress and Employer Contributions areto inciude information forthe
current year and as many ofthe 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.
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Notes to Required Supplementary Information

Valuation date ................
Actuarial cost method
Amortization method: _
a) For GASB Statement No. 25 reporting purposes ............
b) Per state Statute ........ccccoroee et

Remaining amortization period:
a) For GASB Statement No. 25 reporting purposes ...........
b) PET SALE STALULE .ucvvnvereesnvecssensessesseesssesnsssssssssrasesnnes
Asset valuation method ...
Actuarial assumptions:
Investment rate of return
Projected salary increases

Assumed INTlation TALE ....vevueerverveerreervireirnreeresseseeereesresssenes
Group size growthrate ... s
Post-retirement iNCrease oo eeieeecereversesnenns eeeeesrereseinas

Required Supplementary Information

... June 30, 2000
.. Projected Unit Credit

Level percent of payroll
15-year phase-in to a level percent of payroll until a
90% funding leve! is achieved

40 years, open
45 years, closed
Fairvalue

8.0 percent per year, compounded annually
6.0 percent per year, compounded annually
4.0 percent
0.0 percent
3.0 percent per year, compounded annually
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SUMMARY OF REVENUES BY SOURCE

Years Ended June 30, 2000 and 1999

Contributions:
Participants:
Participants
Interest paid by participants
Repayments of contributions refunded
Transferred from reciprocating systems
Total participant contributions
Employer:
General Revenue Fund
State Pension Fund
Paid by participants
Received from reciprocating systems
Total employer contributions
Total contributions revenue
Investments:
Net investment income
Interest earned on cash balances
Net appreciation in fair value of investments
Total net investment revenue
Total revenue

2000 1999
$11,829,072 $11,200,498
106,025 69,633
31,464 -
38,854 -
19,228,000 16,473,100
2,160,000 2,215,716
18,585 ;
4992 ;
21,411,577 18,688,816
33,416,992 29,958,947
9,543,171 9,979,034
426,053 390,244
34,879,225 34,244,046
44,848 449 44,613,324
$78,265 441 $74.572.271

SUMMARY SCHEDULE OF CASH RECEIPTS AND DISBURSEMENTS

Years Ended June 30,2000 and 1999

Cash balance, beginning of year
Receipts:
Participant contributions
Employer contributions:
General Revenue Fund
State Pension Fund
Received from reciprocating systems
Interest income on cash balances
Reimbursements from General Assembly
Retirement System
After tax installment payments
Cancellation of refunds
Repayment of refunds
Cancellation of annuities
Tax deferred installment payments
Transfers from reciprocating systems
Transfers from Illinois State Board of Investment
Miscellaneous
Total cash receipts

Disbursements:

Benefit payments:
Retirementannuities
Survivors' annuities

Refunds

Administrative expenses
Total cash disbursements

Cash balance, end of year

2000 1999
$ 7,279,856 $6,867,811
11,570,520 11,228,056
19,228,000 16,473,100
2,160,000 2,215,716
4,992 i
417,350 394,354
211,060 190,597
970 -
2,927 17,976
58,553 ;
61,632 41216
183,643 65,845
58414 -
11,900,000 11,600,000
6,386 8,700
45,864,447 42,735,560
34,108,230 31,573,162
10,165,233 9,322,700
541,933 366,900
576,193 560,753
45.391,589 1823515
$ 7,752,714 $7.279,356
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SCHEDULE OF PAYMENTS TO CONSULTANTS
Years Ended June 30,2000 and 1999

2000 199

Actuary 5 16,000 $ 15,000
Audit fees 16,633 10,752
Tax consultant 1,500 1,500
Legal services 4,698 3462
Financial planner 1,068 2,024
Medical services 1,058 926

Total ’ 3 40,957 $ 33,644
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JUDGES’ RETIREMENT SYSTEM OF ILLINOIS

REPORT OF IMMATERIAL FINDINGS

Honorable William G. Holland
Auditor General
State of Illinois

Attention: 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 Judges Retirement System for the year ended June 30, 2000 are to be

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

%%Lu"

October 18, 2000

-1-

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

30 N, LASALLE STREET « SUITE 4200 « CHicaco, IL 60602 « 312.368.0500 - 312.368.0746 FAX - wwwhavey.com




JUDGES’ RETIREMENT SYSTEM OF ILLINOIS

IMMATERIAL FINDINGS

Finding IM00-1: Lack of Approved Signature on Invoice Voucher
During our audit we reviewed forty-one invoice vouchers.

During our compliance testing of Telecommunications, we noted that an invoice voucher for
$139 was not documented as being properly approved.

The System’s normal invoice voucher processing includes the initializing of the voucher afier it
has been reviewed for correciness, accuracy, and purpose. In addition, good business practice
dictates that the signature (initials) of the reviewer be present on the invoice voucher to
document that this procedure has been completed.

Management indicated that this was an oversight in failing to document a procedure and the
individual who reviews the vouchers normally does initialize them once the review is completed.

Documentation should be present on invoice vouchers indicating that the vouchers have been
reviewed for reasonableness. (Finding Code No. IM00-1)

Recommendation:

We recommend that all invoice vouchers be properly documented with the signature/initials of
the individual who has the authority to approve the purchase.

System response:

While the voucher did in fact contain a proper approval signature, the input document to the
vouchering system was not initialed per the required procedure. This was a clerical omission
which will be monitored in the future.




Finding IM00-2: Lack of Business Purpose
During our audit we reviewed forty-one invoice vouchers.

During our compliance testing of Contractual Services, we noted that an invoice voucher for
$197 did not contain appropriate documentation of a business purpose. Specifically, the invoice
voucher represented a subscription for a newspaper that was delivered to an employee’s home
address as opposed to the business address of the System.

During the System’s normal invoice voucher processing, if the business purpose of the
expenditure is not clear on the supporting documentation, the System documents the business
purpose. In addition, good business practice dictates that the business purpose of each
expenditure incurred by the System be properly documented on the invoice voucher.

Management indicated that this was an oversight in failing to document a business purpose,
specifically why the newspaper was delivered to a home residence rather than the business
address and that the vouchering process does include the proper documentation of business

purpose.

Documentation should be present on invoice vouchers indicating the business purpose of each
expense incurred by the System. (Finding Code No. IM00-2)

Recommendation:
We recommend that all invoice vouchers be properly documented as to business purpose of the
applicable expenditure. In the case of subscriptions for periodicals, we recommend that the

periodicals be sent to the address of the System, or, if sent to an employee s home address, that
the reason be properly documented on the invoice voucher.

System response:

The System subscribes to the Chicago Tribune as a means of administering the felony forfeiture
provision contained in the Retirement Act. At the time the subscription was originally taken, the
subscription could not be delivered to a business address. At this time this restriction has been
changed, and the publication in the future will be delivered directly to the System’s office.




OMPREHENS|

|-

-

~

A 'Pension ﬂast,l-:Fu‘nd ‘of fheState o"f"lllir;o.is;

VE ANNUAL FINANCIAL REPORT FOR THE FISCAL Y;EAR“'EN'DE_D‘JU-NE 30, 2000



LUNOIS: THE LAND OF LINCOLN
Abraham meoln, one of this country s.most enduring symbols of dcmocracy, moved to
[llinois in 1830 and lived here until he becarAe president in 1861. There can be no doubt
| about how much he grew—professtonally and emotzonally, as a leader and as a man—whzle .
N rcszdmg in Spnngﬁeld In 1863, President Lincoln acknowledgcd this city when he
o wrote “Springfield is my hoine, and here, more than anywhere, are my life-long friends.”
- His two and a half decades in the Springfield area are faithfully preserved along the
o strects where he once walked In this year’s JRS annual report, we highlight the signifi-
cant Lincoln sites in the capitol city area. We hope you enjoy this added feature.

y - On the Cover: The bust of Lincoln, located' in front of his tomb, captures the ankiety -
" Lincoln experienced as president with the country torn apart by the Civil War and the issue
- of emanczpatlon for the slaves. = ' \
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i -.'_Crea’:ls The meoln .nle depictwns'
o i‘é‘cmployed by the State Rettrcment Systems as :
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Ltncoln was bom in Hodgerv:lle, Kentucky on February 12, 1809 He
spent his chddhood and early adult life on the brink of poverty. After'
living in Kentucky, Indiana and parts of HMlinois, Lincoln arrwed in’
New Salem i in 1 831 at the age of 22. . The six. years Lincoln lived here
was a turning point in his ltfe._ Its social structure allowed the’ rough
uneducated Lincoln to try a vartety of occupattons—store clerk, '

' ratlsplztter, postmaster, and deputy surveyor—before focusing on law -
and politics. : : , '

Ironically, only two years after meoln left the town, nearby Peters-
burg gatned the county seat, causing New Salem to dwindle and die as
rapidly as it once grew. - .Today, the National Park Seruzce has restored
the town to appear as it d:d in Lincoln’s day -,

¥ }
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L : ' December 1, 2000

-

The Board of Trustees and Members SR .

. Judges' Retirement System of lllincis * - - N '
'Springﬁeld,IL62794 T o -

Dear Board of Trustees and Members . C

3

¢

The comprehensive annual ﬁnanc1al report of the Judges' Retlrement System of llinois (Syslem) asofand for the ﬁscalyear ended June 30,
2000is herehy submitted. Responsibilityfor both the accuracy of the data and the completeness andfaimess of the presentation, includingall
disclosures, rests with the System. Too the best of our knowledge and belief, theenclosed dataare accurate in all matenial respects and are reported
inamanner designed topresentfairly the financial position and results ofoperahons of the. System Alldisclosures necessaryto enable the reader
to gam an understanding of the System's financial activities have been mc]uded . : ‘

i
Thereportconsists of sixsections: .

1. An IntroductorySectmn Wthh contains this letter of transmittal, the ldennﬁcat:on ofthe aclmm:strahve organization and the
" Certificate ofAchlevementforExcellence in Fmancml Reporting; T N

~
'

2 The Fma.nmal Secuan which contams the report ofthe IndependentAudltors, the financial statements of the Syslem and certam

-

-requlredando&ersupplementaxyﬂnanc:aimformatlon, s SN . . )

i
4

‘3 The InvestmentSecnon whlch contains a report on investmentactivity; mvestmentpollcxes investmentresults and various investment

gy schedules, i L ) . o -

L)

- 4. - The Actuarial Section which contains the Actuary's Certification L.etter and the results of the annual actuarial valuation;

5. TheStatistical Section which contains significant statistical data; and
o s

6, A sunimary of the System's plan provisions and Cun‘entlegislative chaljges.

i . - —

Generally accepted acchunting principles require that the financial reportmg entityinclude (1) the primary government (2) organizations for

_ which the primary government is financially accountab]e and (3) otherorganizations forwhich the nature and significance of their relationship

with the primary govement are such thatexclusionwould cause the reportingentity's inancial statements tobe misleading or incomplete. Based -

' 'on the criteria of the Governmental Accounting Standards Board Statement No. 1 4, thereareno otherstate agencies, boards or commissions,

orotherorganizations réquired tobe combined wnh the System, however, the System ts considered to be partof the State of llinois financial
repomng entity; and isto be ¢ombined and mcluded in the State of Illmms comprehenswe annual financial report:

T -
A]though the]udges Rehrement System, State Employees ReUrementSystem atid General AssemblyReuremenlSystem sharea common
administration; they are separateentities for legal and financial reporting purposes. Therefore, the financial statements of the Judges' Retirement
System do not include plan net assetinformation nor the changes in pla.n netassets of the State Employees Ret:rementSystem orGeneral .
Assemny Retirement System ' L - o L oo - .

|
A



PLAN HISTORY AND SERVICES PROVIDED * - - R -

The]udges 'Retirement System of llinois (System) was established as a public employee retirement system (PERS) by state statute on July

1,1941. AsofJune 30, 1942, the end of the System s first fiscal year of operations, there were a total of 260 participantsand the plan net
* assets valued atcostamounted to approx:mately $84 thousand. The fairvalue of plan net assets at the end of ﬁscal yearZOOO amounted to

- $422.9 mrlhon and there were 908 actlve partlmpants - - |

Themlssmn ofthe System as prescribed by state statute s to"establishan eﬂicrentnethodofperrmmngrettrement withouthardship orprejudice,

ofjudges whoareaged orothermse mcapacrtatecl by enabling them to accumulate reserves for themselves and their dependents for old age,

dlsablhty, death and termination of employment L ‘ . A

.

Respons:blhty for operation of the System and the direction ofits policiesisvestedina aBoard of Trustees con51st1ng of five members. The
administration fthe detailed affairs of the System is the responsibility of the Executive Secretarywho is appointed by the Board of Trustees.
Administrative policies and procédures are designed to ensure an accurate accounting of funds of the System and prompt payment of clatms
for benefits within the apphcable state statute. B . S

v

ADDH10NSTOPLANNETASSETS C o

1 - M — . R .
Col]ecnons ofemployer and partictpant retirement contributions, as well as income from investments, provide the reserves necessary tofinance

fetirement beneﬁts These revenue sources totaled $78.265 million during the fiscal year endmg]une 30 2000, wh:ch is an increase from
- the amount of revenue reported for fiscal year 1999, shown as follows:

S 2000
* (Millions) ~ ©

ContnbutmnS'
Parhc:pants
Employer :

[nves_tments ’

Asindicated in the above schedute the revenue increase was primarily attributable to an increase in employer contributions.
. ( .

™

DEDUCTIONSFROMPLANNETASSETS . : ‘ o o

-

The pnmaryexpense c of a retirement system re]ates tothe purpose forwhlch itiscreated; namely the payment of benefits. These paymepts, together
- withthe expense to administer the plan, constitute the total expenses of lhe System. Expenses of the System for fiscal yearZOOO and 1 999 are’

shown belowforcompanson purposes.

B

f'zooo
(Mlﬂions) A

Retlrementannumes\
Sumvors annumes .

'Admlmstratweexpense :

: ‘.Total E.xpenses

$45094i_, '

Theincrease in benefit paymertts resuited'primarily from (1) a growth in the number of betieﬁté paid, (2) an increase in the average benefit .
paymentaméunt, and (3) postretirenient annuity increases granted each Januaty 1. Theincreasein refunds resulted pnmanfyfrom anincrease-
" inthenumber of death'and termination refunds paid during the current ﬁscal year. :

Letter of Transmittal
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lNVEﬂMENE o I o o

The System s investments are managed by the linois State Board of Investment (ISBI) pursuantto Chapter40 Article 5/22A of the llhnms
Compiled Statutes, using the “prudent person rule”. This rulestates that fiduciaries shall discharge their duties solely in the interest ofthe fund
participants and benefictaries and with the degree of diligence, care and skill which prudent men and women would ordinarily exercise under
similar eircumstances in a like position. TheISBI maintains awide diversification ofinvestments within this fand which serves to reduce overall
riskand increase refurns. . _ . N SN

Income from investments has over the years, Increasingly become a greater share of the total revenue to the System Neti investment income,
combined with the netappreciation in the fair vaiue of investments, amounted to $44.8 rmllmn during fiscal year 2000, an increase of $235

thousand from ﬁscal year 1999, Forfiscal year2000 total net investment revenue represents 57% of the System'stotal fund revenue.

- 'F orfiscal yearZOOO the total investment return on the market value ofassets managed by the ISBIwas 11 8% TheISBI's total mvestmenl

return over the last three and five years was 14 2% and 15.6%, respectively. : ; ,

-Adetailed diécussion of investment performance and strategies is provided in the Investment Section of this report. Information regarding®
investment professionals providing services to the ISBI can be found in the separately issued ISBI annual financial report. To receive a copy

. of the 1SBl annual ﬁnanmal report, please referio the ISBI saddress whlch is provided in Lhe Investment Section of this report.

N

.

. EUNDING - N , - S

Fundingis the process of specifically allocatingmonies for currentand future use. Properfunding includes anactiarial reviewof the fund balancés
to ensure that fundswill be available for current and future benefit payments. The greater the level offundmg, the largerthe ratioof accumulated,
assetsto the actuarial accrued hablhly and the greater lhelevel of iInvestment potential.

Senate Bill 533, whichwas signed i intolaw by former Governor Edgaron August 22, 1994 as PubhcAct 88-0593 enacted anewfundmg ‘
plan for the System. The financing objective of this funding plan requirés that state contributions be paid to the System so that by the énd of

‘:‘ ' ¥ I'

. fiscalyear 2045, the ratio of accumislated assets to the actuarial accrued liabititywill be 90%. Forfiscalyears 2011 through 2045, therequired

state contributionsare tobe computed asa level percentage of participant payroll. For those fiscal years up through 2010, the required state
contributions are to be increased incrementally as a percentage of the participant payroll so that by fiscal year 201 1 the state is contributing -

* atthe requi:";ad level contributicn rate to achieve the financing objective by the end of fiscal year 2045, In addition, the funding legislation also

provided forthe éstablishment of a continuing appropriation of the requlred state contributions to the System Thiswill, in effect, remove the
appropriation of these finds from the annual budgetary process. ‘

The actuarial determined liability of the Systemusing the projected unitcredit actuanal costmethod atJune 30 2000 amounted to $871. 1
million. The actuanial value of assets (at fair value) amounted to $422.9 million as of the same date

)

Adetailpd discussion ofﬁn_\ding is provided in LheActuaﬁal Section ofthis report. ' ,

_MAJOR EVENTS/INITIATIVES

Dhuring fiscal year 2000, thanks to-the development of a comprehensive "Year 2000" compliance program, the System entered the new ‘

* millennium withall computer application and information systems, physical facilities and equiﬁmentbeingYZchr’npliant and fully operational.

Inaddition, the System also developed and implemented a new antomated system to process Quahﬁed Illinois Domestic Relations Orders
(QILDRO 's) and the State Retirement System's EDP Division conducted a needs assessment review to 1dent1fy future’ computer and
information system needs. - : :

i

Projectsforfiscal year 2001 include theimplementation ofa new general ledger accounting systemand the expansion of services available through the State
RetirementSystem' swebs:teathttp./fmvw state.Lug/srs. Additionally, the Systemwill continue to offer pre-rehrement post-retirementand one-on-
‘one counseling semmars atvarious locations throughout the state. -

-
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' ACEOU-NTING'SYSTEMABIDINTERNALCONTROL‘ S

This report has been prepared to conform with the principles of governmental accounting and reporting pr'onouncef:l by the Governmental
Accounting Standdrds Board (GASRB) and the American Institute of Certified Public Accountants (AICPA). The accrual basis of
accountingis used to record the financial transactions and gcuwues of the System. Revenues arerecognizedin the accounting period in which
they acé earned, without regard o the date of collection, and expenses are recognized when the corresponding liabilities are incurred, regardless
of when paymentis made. ‘The System also uses the State of lllinois, Statewide Accounting Ma'na'gementSystein (SAMS) as a basis for
the preparation of the financial statements. In devéloping the System's accounting system, consideration is given to the adequacy of internal
_.accounting controls. These controls are designed to provide reasonable assurance regarding the safekeeping of assets and the reliability of
financial records. Constant effort isdirected by the System atimproving this level to assure the participants ofa ﬁnancnally sound retirement

system i

’

.

. ok - ’ l! )
PROFESSIONAL SERVICES o o - , Coe . : |

o

lnclependent consultants are rqtamed by the Board of Trusteesto perform professmnal serviges thatare essential to the effective and efficient

operation of the System. Actuarial services are provided by Goldstein & Associates, Chicago, Ninois. Tax consulting services are provided .

by the accounting firm of KPMG Peat Marwick, LLP, Chicago, Illinois. The annual financial audit of the System was conducted by the
accounting firm of Thomas Havey LLP under thedirection of the Auditor General of the State of llliriois. Inaddition to the annual financial

audit, a one year compliance audit was also performed by the auditors. The purpose ofthe compl:am e auditwas to determine whether the .
Judges' Retirement System obligated, expended, received and used pubhcfurrds of the state in accordance with the purposé forwhichsuch funds |

have been authorized by law. The System's investment function is managed by the IHlinois State Board of Investmient.

' . 4

' CERTIF!CATE OF ACHIEVEMENT
The Government Fnance Ofﬁcers Assocxahon of the United States and Canada (GFOA) awarded a Certificate of Achlevement for
Excellence in Financial Reporting to the Judges' Retirement System of Ittinois for its comprehenswe annual financial reportfor the fiscal year

“ended June 30, 1999. The Cemﬁcate of Achievementis the hlghest form of recogmtmn for excellence in state and local government financial
reporting. = ‘ :

' . T L L b

Inorderto beawarded a Gertificate of Achievement, a governmentunit must publish an easily readable and efficiently organized comprehensive

annual financial report, whose cantents conform to program standards. Such financial report mustsatxsfy both generally accepted accountmg

principles and applicable legal reqmrements . .

oy '

A Cextiﬁcat'e of Achievement is valid for a period of one year only. The Judges' Retirement System'of Nlinois h;;s received a Certificate of

Achievementfor the last elevén consecutive years (fiscal years ended]une30 1989 through June 30, | 999) We believe our current report
" continues to conform to the Certificate ofAchlevement program requirements, and we are submittingit to the GFOA todetermineits eligibility
foranother certificate. . - v

- . . - . Lo
. . f . 4

ACKNOWLEDGMENTS

. The preparation of this report reflects the combined efforts of the System s staff under the chrectmn of the Board ofTrustees It is mtended to

provide complete and rehable information as a basis for making management decisions, as a means of determining comphance with fegal .

* provisions, and asa means for - determining responsible stewardship for the assets contributed by the participants in the State of llinois. On
behalfof the Board of Trustees we would like to express ourapprecnatlon to the staff and professional consultants who worked so effectively
to enstire the successful operation of the System : . : g

_Respectfu.llysubm,itted, .

David M. Richter, CPA

Atccounting Division |

.0 Michael L. Mory |
. o . Executive Secretary

“
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Reportmg

Presented to

Judges Retlrement System' -

of Ilhn015

For 1ts Comprehenswe Annual
" Financial Report - .
for the Fiscal Year Ended
< Junie 30;- 1999, -

' A Certlﬁcate of Achleuement for Excellence n Fmanmal

o Reportlng is. presented by thie Governmient Finance Ofﬁcers

Assomatjon of the United States. and Cariada to
governmenf umts and public employee retiremient . -
f-:ystems whose gomprehenswe annual financial -

- reports (CAFRs) achieve the “highest ‘
: standards in governyient accounting .
: and ﬁnanaal reportmg N

"\“
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ot

On Apnl 15, 1 837 Lincoln moved to Spnngﬁeld from New
_Salem and began practicing law. Two years later meoln
‘formed a partnership with Stephen Logan, and eventually

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

A year later Lincoln and Logan dissolved their partnersfup
- and Lincoln took on 26 year old William Herndon as- his junior
partner. Their practzce flourished and became one of
" Springfield’s leading law firms. They occupied the law office
until late 1852, but the Lincoln-Herndon partnershtp lasted
“until Lincoln’s death in 1865. . S

B

-t
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!ﬁdep'eﬁdenf Audifors' Report

THOMAS
HAVEY
LLP

INDEPENDENT AUDITORS’ REPORT

To the Honorable William G. Holland Board of Trustees
~ Auditor General, State of lllinois . Judges' Retirement System of Hlinois
- Springfield, IHinois | - " Springfield, Illinois

As Special Assistant Auditors for the Auditor General, we have audited the accompanying statements of plan
nét assets as of June 30, 2000 and 1999 of the Judges® 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. Qur 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 managerment, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion. - ‘ o . y L.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial '
" position of the Judges’-Retirement System of llinois 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 Governnient Auditing Standards, we have also issued our report dated October 18, 2000 on
our consideration of the Judges’ Retirement System of [llinois’ internal control ever 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 resuits of our audit.

Qur audits were made for the purpose of forming an opinion on the financial statements taken as a whole. The
required supplementary information, on page 24, and other supplementary information, on pages 25 and 26,
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 udits 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 denived
from financial statements audited by other auditors whose reports thereon expressed an unqualified opinion.

The introductory, investment, actuarial, statistical, and plan summary and legislative sections listed in the table
of conients were not andited by us and, accordingly, we do not express an opinion thereon.

October 18, 2000 . . _

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS '

30 N.LASALLE STIERT = SUTE 4200 » Cincaco,IL -60602 « 312.368.0500 32360746 FAX - www.hi\vcy.com
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Recewables A .
,_Parhc:pams contnbutlons, O
Reﬁ.mdableannu:hes e

Interest oncash balances - .

L Due from General Assembly Retlrement System

Tota! Recewables

3

Investments held in lhe Ilimms State Board of
' Investment Commmglcd Fund at falrvalue
. . A - -
"~ Equipment, net,qfactumu'lated ﬂeprééia_tio_n SRR

o Total Assets * - o

o Liabilides 2 -

Beneﬁts payable . it
Admm:stratweexpensespayable _

s .TotalLiabilitici‘y".‘

: Netassets held in, lrustfor pensmn beneﬁts =

) i "(A schedule of fundmg progress ls
- .Apresented onpage; 24 )

L

i S_eé'act_:émpanyiﬁg noﬁéé toﬁnén_g:ialistﬁtgmeri

Fmanaa/ Sraremenfs
JUDGES' RETIREMENT SYSTEM UF ILLlNOTS

Stutements of Plun Net Assets
June 30, 20{10 and 1999

Lo 20000 - 1999

s

8 7752714

“g .'-7,.2'_7-.9.85'67 o

379 5001..- R 192,888 -
0,741 15,150
350667 26463| L
'_‘_‘,51,42,2 P 56672
476,829 T V291,173

o Al4758748 382,235,652

389,815,665

= Judges’ Retirement. System of ///i/fb_is _
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./ub’ge.r’-:?eﬁremen! System of Hlinois

Financial Statements . .
JUDGES' RETIREMENT SYSTEM OF ILLINO!S

Statements of Changes in Plan Net Assets

2000 c 01999 .
Addmons . _ SR BT
Contributions: : S , A o S S ‘ ‘__\
Paticipants -~ ' .o .00 U§12,005415 C - $711270,131
 Employer .~ - Ce ST 21411577 18,688,816
TotalConmbutmns e . 33416992 29,958,947
. ' O ‘ : R R
Inveslments ‘ .. SO S o - Lo
. Netinvestmentincome. - e Do 9543171 T 9,979,034
Interesteamedon cashbalances e .. e R 42605 390,244 -
Netapprecaatxon in fair value ofmvestments -‘; R : ,34,\879‘,225- 3;4;24_4,,046 S
_TotalNet!rgyeshnentIn;ome O " LT 44848449 - 44,613,324

o TelAdditons 0 o 78265441 74572211

Dedﬁcﬁdns Co ] o - T R

Rehrementannultles . '.-f | R IR 34,078,117 K ‘, 3]'5-53"425“‘

" Sufvivors’ annuities ,‘[“-__' R S . SRR 10,140,631 T 9,298,173 h

) Tota]Beneﬁts Sl T T 4A21B,748 L 40.851,598 1 ¢

Reﬁ.mdsofconmbuhons N L ':- S - o R o 498’,183_ - 296 143 - :.". “
Admmlstrauveexpenseb g A s Sl 376713 _ 355 543 T

" ...TomlDeducmgs'”\'-'_i_:. ST e 45093644 41,_503,284 <

Netlncreésga._‘:'_;"-' . o -;‘ , | -‘ ‘33.']7_1.-,797‘,. o | 33,068987

NetassetsheIdlntmstforpensnonbeneﬁts B L U PI
Begmnmgofyear S l"'3'. oo S <. 389,761,923 I 356,692,936 . .-

Enclofyear S e e T sa935 7208389761928 -

"+ Seeaccompanying notes 16 financial statements.

Years Ended June 30, 2000 and 1999



S - Financial Sfaremen'rs‘

o ‘ JUDGES RETIREMENT SYSTEM OF ILLINOIS

oy Notes to Fmanc:ulStutements
v ' : June 30, 2000 and 1999

(1) Reponlng Entity T
Generally accepted accounting pnnc:p]es require that the financial reporting entity mclude (1) the primary government [%)
organizatians for. which the primary governmerit is financially accountable and (3) other ofganizations for which the nature and
significance of their relationship with the primary government are such that exclusion would cause the reportmg enhty s financial
statements to be mlsleadmg or mcomplete :

The_] udges‘ Retiremenl Systemn of inois (System) isadministered bya Board of Trustees consisting of five persons, which include
the State Treasurer, the Chief of the Supremie Court, ex officio, and three participatingjudges appointed by the Supreme Court.”

Based onthe criteria of the' Govemmental Accounting Standards Board Statement No. 14, there areno otherstale agenaes, 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 annualfinancial .

report. -

i
]

Pursuant to federal taxlawand regulations governing the administration of public employee pension plans, the System has established -

aséparate 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 eachitessthan $80,000. Due to the immaterial nature of the _

_ separ_ate fund, lhese receipts and dishursements have been included in the System's financial statements. .

{2) Ploa Desmphon . :
The System is the administrator of a smgle ernployer defined bienefit public empfoyee retirement system (PERS) established and
admlmstered by the State of Illinos to provide pensién benefits forits participants. :

’

At]une 30,2000 and 1 999, the System membership consisted of:

-~

Operétion of the Systemand the direction of its policies are the responsibility of the Board of Trustees of the System.

- {a) Ellglh:llty and Membership- A
The]udges Retirement System covers]udges Assocratej udges and undercertain condmons the Administrative Director of the
llinois courts. Participation byJudges, either appomted orelected, is mandatory unless the Judgefilesan eler.non notto participate

_ within 30 days of receipt of notlce of this option.

-~

\

Judges' Retirement System of iHlinois
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Financial Statements

(b) Contrlbutmns

(c)

. (3)Summury of Signifitunf Att'ounting Policies and Plan Asset Matters

In accordance with Chapter 40, Section 5/ 18-133 of the Illinois Compiled Statutes, partu:lpants contnbhte specified percentages

_ of theirsalaries forretirement annuities, survivors' annuities and automatic annual increases. Contributions are excluded from gross

income for Federal anid State income tax purposes. _ _
1

The total contribution rateis 1 1 % if the participants elect to contribute for their spouse and dependents as shown below:
o 75% Ret.irem'ent annui'ty e . oL
R RIS ﬂ2_.5%;' Survivors' annuity : ' ' '

.0%- Automanc annual mcreases

The statutes governing the_]udges Ret:rement System prowdefor ophonal contnbutxons by participants, thh mterestatprescnbed
rates, to retroactively estabhsh service credits for periods of prior creditable service. The Board of Trustees has adopted the policy
thatinterest paymentsbya participant, included in aptional contributions toretroactively establish service credits, shall beconsidered
anintegral part of the participant's mvestment in annultyexpectancres and, assuch, shall beincluded as a part of any refund payable.

The payment of ( I) the required State contributions, {2) all benefits granted under the System and (3) all expensesin connection
with the administration and operation thereof arethe obllgatlons of the State to the extentspecified in Chapter 40, Article 5/ 18
of the Ithinois Compiled Statutes.

Benefits o S

Alter 10years of credited service, participants have vested rightste full retrrementbeneﬁts begmmngat age 60 or reduced retirement
benefits beginning at age 53. Partictpants also have vested rights to full retirement benefits atage 62 upofn completing 6 years of
credited service oratage 55 upon completing 26 years of credited service. The Judges' Retirement System also provides annual
automatic annuity increases for retirees and survivors, survivors' annuity benefits, temporary and/or total dlsablhtybeneﬁts and,

underspecrf ed cond:tlons, lump-sumdeath benefits. C
. ’

The retirement annhuity provided under the system s 3- I/Z% foreach of the first | Q'years of service, plus 5% for each year of service
inexcess of 10, based upon the applicable final salary. The maximum retirement annuity is $5% of the applicable final salary.

Annua] automatic mcreases of 3% of the current amount of retirement annuity are provided.

Participantswho termiinate seivice and are not.eligil')le foranimmediate annuity may receive, upon apphication, areﬁund of their
total contributions. Participants or annuitants who are not married are entitled to refunds of their contributions for survivors.
Participants whoare eligible to receivé the maximum rate of annuity may irrevocably elect to discontinue conttibutions and have

" theirbenefits "frozen" based upon the applicable salary in effectlmmediately prior to the effective date of such election. Participants

who have attalned age6b0and are ehglble to receive the maximum rate of annuity and have notelected to discontinue contributing

o the System may irrevocablyelect to have their contributions based enly on the salary increases recetved on orafter the effective

date of such election rather than on the total salary received. - : \

- ..

r

(u) Basis of Accountmg

The financial transactions of the System ate mamtamed and these financial statements have been prepared using the accrual basis
ofaccountingin conformity with generallyaccepted accountmgpnnctples Participant and employer contributions are recognized

asrevenuesin the period in which employee services are performed.  Benefitsand refunds are recognized as expenses when due

and payable in accordance with the teems of the plan. The Syster has elected to apply only applicable FASB Statements and
Interpretatlons issued on or before November 30, 1989, thatdonot contradict GASB Pronouncements.

(b) Cosh and lnvestmenrs R

" The System transfers money to the ISBI formvestment in the ISB] Commmgled Fund Th1s money isthen allocated among

The System retains all of i its availablecashina commmgled investment pool managed by the Treasurerof the State of Ilinois
(Treasurer). All deposits are fully collateralized by the Treasurer. "Available cash" is determined to be that amount which is

" required forthe currentoperating expenditures of the System. The excess of available cash is transfen‘ed to the llinois State Board

of Investment (ISBI) For purposes of ]ong—term 1nvestmentfor the System

v
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vanous investment managers to pursuea specifici mvestment strategy. Allinvestiient transactions are mmated by theinvestment
managers (either internal or external). The transaction settlement information is then forwarded. to the agerit bank's trust
departriientundera master custodial agreement. Custody of a ma]ontyof the actual physical securitiesis maintained at an agent
of the agent bank's trust department using a book-entry system. The ISBI's mas tercustochan is The Northern Trust Company.

The agentofthe mastercusfodlan isthe DeposntoryTrust Company oo . Lo

Investments are managed by the [SB] pursuant to Chapter 40, Article 5/22A of the Illiﬁois Compiled Statutes (ILCS) and
are maintained in the ISBI Coinmingled Fund. The ISBI reports securities at fairvalue: Where appropriate, the fair value
includes estimated disposition costs. Fairvalue for stocks is determined by using the closing price listed on thé national securities
exchangesasof June 30, Marketvalue for fixed income securities are detenmned principally by using quoted market prices provided
by mclependent pricingservices. F' or commmgled equity funds, the net assetvalueis determmed and certified by the commingled
- equ:ty fund manageras ofjune 30. Fairvalue for directly owned real estate :nvestments is determined by appraisals. Units of
the ISBI Commingled Fund areissued to the membersystems on the last dayof the month based on the unit netassetvalue caleulated

as of that date. Net investmentincome of the ISBI Commmgled 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. Managementexpenses are
" deducted month]y from income before distribution. ‘

Theinvestment authoﬁtyof the ISB]‘ie provided iﬁ Chapter40 Section 5/22A-112 of the ILCS. ThelSBlinvestment authonity
includes investments in obligations of the U.S. Treasuryand otheragencies, notes secured by mortgages which are insured by
the Federal Housing Commission, real estate, common and preferred stocks, convertible debtsecurities, deposits or certificates

of depositof federally insured institutions and options. Such investment authority requires that all opporturiities be undertaken

with care, skill, prudenceand diligence given prevailing circumstances that d prudent person acting isi like capadityand experience
would unc_]ertake. The ISBL does nothave any one investment which represents 3 percent or more of the ISBI's netassets.
. . _ . : :

TheISBI participates ina securitieslending prograin"atifs custodian bank, whereby securitiesare loaned to brokers and, inreturn,

- the ISBI has rights to a portion of a collateral pool. All of the ISBI's sécurities are eligible for the securities lending program.
'Collateral consists solely of cash, letters of credit, commerclal paperand government securities having a market value equal to

orgreater than the securities loaned. There are no provisions for ISBlindemnification on the securities lending transactions..

Asof_]uneBO 2000 and 1999, the[SBIhad outstandmgloanedmvestmentsecuntles having marketvalues of $ 1,030, 242,633

and $857,389,887, respecnvely, agalnstwhlch ithad recewedcollaleralmthvalues 0{3$l 064, 062 213 and $884, 629 896

fespectively. o ) ] . _ Coa

J ) ’ .

. The ISBI’s global and international managersmvestm denvatlvesecumles Dunngtheyear, the ISBI’s derivative j investments
" included forward fofeign currency contracts, futures, and options. Forward foreign currency contracts are used to hedge against
the currency riskin the ISBD's foreign stock and ﬁxed income portfoltos The remainingderivative securitiesarensed to :mprove
yields, ortohedgechanges mmterestrates . . . o

1
¥
[N

ThelSBI a!so invests in mortgage-backed securities to maximize yields andto rhedge agamsta rise ininterestrates. These securities

are based on cash flows from principaland interest payments on underlymg mortgages. Therefore, theyare sensmve toprepaymerits

by mortgagees, which may result from a decline in interest rates.

The Systeﬁ owns apprqximately4.0% of the net investmenltl'assets of the ISBI-Commingled Fund as of June 3-0, 2000.

For additional information regarding the ISBI's investments, please refer to the Annual Report of the ISB1 as of June 30,
.2000. A copy-of the rgport can be obtained from the ISBI at 180 North I..aSalle Slreet Sulte 20] 5, Chncago, Tllinois
- 60601, o

- ISBlinvestments, as categorized by ISBI, are categorized :6 indicate the level of risk assumed by the ISBl at yearend. Category

' Tincludes investment-s' thatare insured orregistered or the securities are held by the mastér custodian in the ISBI's name. Category
Iincludes investments thatare uninsured and unregistered with the securities held by the counter-party’s agent in the ISBI's name.
Category Il includes investments thatare uninsured and unregistered with the securities held by the counter-party butnotin the

.ISBI'sname. Investments in pooled funds are not categorized because they ate not ewdenced by securities that existin physmal ‘

- f ) -

.orbackentry form.

1
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AtjuneBO 2000, the ISBIsmvestmentswerecategonzecl asfollows: -

28UAI43T6 .
535,793;992 .

(c) Actuarial Experiente Review -
In accordance with Ilinois Complled Statutes, an actuanal experience review is to be performed atleast onice every five years .

to determine the adequacy of actuarial assumptions regarding the mortality, retirement, disability, employment turnover, interest
and-eamable compensation of the members and beneficiaries of the System. An experience rewew was last performed asof June

30, 1997

-

(d) Admlmstrutwe Expénses -
Expenses related to the admmlstratton of the System are ﬁnanced through mvestment earnings and employer retlrement .

contribufions. These expensesare budgeted and approved by the System's Board of Trustees. Administrative E£Xpenses 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% therecfis al!ocated toand reimbursed by the General Assembly Retirement System.
Administrative expenses allocated to and retmbursed by theGeneral Assembly Retirement System asof June 30 2000 and
i 999 were $205 8i0 and $197,1 45 respectlvely | -

(e) “Risk Munugemem
- The System, as part ofthepnmarygovemmentoftheState prowdesfornsksoflossassocratedmthworkers compensatmnancl‘

general liability through the State's self-insurance program. The System obtains commercial insurance for fidelity, surety, and
property. There have been no commercial i insurarce claxms in the past three ﬁsral years. : ‘ , .

i

Ay

(4) Fundtng - Stutumry Cumrlbuhons Required and Contrlbutwns Made
For éach fiscal year, the System's actuary performs an actuarial valuation and computes actuarlally determined contribution o

- requirements for the System, usmgthe projected umtcredltactuarlal cost method

Forfiscal years 2000 and 1999, the required employer contributions'were computedin.accor'dancewith Public Act88-0593. This
funding legistation, which became effective July 1, 1 995, provides fora systematic 50 year funding plan withan ultimate goal to fund
the costof maintaining and administering the System at an actuanal funded ratioof 90%. In addition, the funding plan pravides for
a | 5yearphase-in period to allawthe state to adapt to the increased financial commitment. Oncethe 1 5 year phase-in period is complete, -
the state s contnbutxon will then remain ata level percentage of payro[l for the next35 years until the 90% funded levelis achleved

The total amount of statuton"iy required employercontnbunons for ﬁscal years2000and 1 999 was $21,388,000 and $18 293 000,
respectively, The total amountof emp]oyercontnbuhons recewed from the state dunngﬁscal yearsZOOOand 1999 was$21 388 000

and$]8 688 816, respecttvely o o : | . v
. : ‘ . ) .

Ll \ !
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{5) Administrative ‘Expenses -
LA summary of the admln:stratwe expenses for theJudges Retxrement System for ﬁscal years 2000 and 1 999 i aﬁ,follows

‘ ' 2000 e 1999 .
.Persona]semces con PR T NN o $ 205 833 U E ‘f965532
, Emplcyeerehrementcontnbuuonspaldbyemployer _ oo L 8239 L s 7,879
- Employerrehrementcontnbunons PR : o 20,009 - . 18,767
C SocxalSecuntycontnbutxons SO O C14,007 -0 0 13,375
Gréupinsurance - i0 . e o T T Co-4. 20360 - ¢ 17,849 R
‘ “___Cx_)ntractualsemces ST e -'ﬁ_.q e T o - 76, 967 T 70,254 ‘
S Travel L e r ST o 9590 PR 9,350 . .
. Commo&mes : R -‘ B _‘ . " o LR o 583 s .T g X 620 ;
-, Telecommunications - ¢ . LU e e .‘EI 995‘\‘}}:- S Z35
'E]ectromcdatapmcessmg o AR oo 7,803 T 8,241 -
- Depreciation ~ - " S L '”_'“ - 4, !66‘_., SR 3,570 7
Other ~. T e T e R 1 -1 | 2:839
CTewd LAt Lt T 376 713‘ $ 355 543

{6) Equvpment
Fixed assets are capitalized at their cost at the time of acqu151uon Depreciation is computed using the straight-line method over the

" . estimated uséful hife of the asset. The estimated useful lives are as follows: (1) office furniture - IOyears, (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 1 999 is as follows

\

Begmmng _ s R
R e T e e Balance - " Addltlons " Deletions -
SO ;‘Eqmpment L LN & $ “47 443 ' $(2 544) "

R -‘Accumulateddeprematxon o (38, 659)

Equnpment net Se e \$_ 8,784

Fs PR : Beg;linlng o ‘Ending -
ST e e s TR ‘Balance . __:,f' L Ad 7‘,: - “Balance <
- Eqmpment R RS ,$ 51,559 -'--.$ . 2_073 306, 139) T$47,443
.’Accumulateddepreuatmn T : B L . (41,278) (3,570) __f 6,489 - (38,659)
i Equnpment net - BERERERER -'|0,2$;l"k $ (i AGTY. LT e e $. ;- 8,764

(7) Accrued Compensuted Absenies -
Employees of the Judges' Retirement System are enntled foreceive compensanon forall accrued but unused vacation time and one-
halfof all unused sick leave earned-after December3 1, 1983 and priorto January 1, 1998 upon términation of employment. These
accrued compensated absences as of June 30, 2000 and 1999 total $43,962 and $39,81 l respectively-and are iricluded in
admlmsuatwe expenses payable i

(8) Pension Plan

Plaxi Description. Allofthe System s full-time employees who arenot eligible for participation in another state-sponsored retlrement

plan participate in the State Employees' Retirement System (SERS), which is a pension trust fund in the State of Illinois reporting - '

entity. The SERSisa 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 arid results of operations of the SERS for fiscal years 2000 and 1999 are included in the State of lllinois'

Judges' Retirement Sy.rr;em of Iinois
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Comprehensive Annual Finaricial Report (CAFR) for the years ended June 30,2000 and 1999, respectively. The SERS also

issues a separate CAFR thatmay be obtained by writingto the SERS, 2101 South Veterans Parkway, Springfield, Illinois, 62794-

9255 orby calling (217} 785-7202. The State of Hlinois' CAFR may be obtained by writing to the State Comptroller's Office,
“Financial Reporting Department, 325 West Adams St., Sprinefield, lllinois, 62704-1858 ar by calling (217)782-2053.

A summary of SERS' benefit provisions, changes in benefit provisions, erﬁp]oyee eligibi]ity requirements including eligibility for
vesting, and the authority under which benefit provisions are eslab]xshed areincludedas an integral partof the SERS"CAFR. Also
included is a discusston of employer and employee obligations to contribute, and the authonty underwhlch those obligations are

established.

-

Funding POhCY ‘The System pays employer retirement contributions based upon an actuarially determined percentage of its
payrolls. For fiscal years 2000 and 1999 the employer contribution rates were 9.7 14% and 9.5289%, respectively. Effective for
pay periods beginning after December3 T, 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, this "pickup" of employee retirement
was part of the fiscal years 2000 and 1999 budget process and was, in part, a substitute for salarymcreases The pickupis subject
to sufficient annual appropriations and those emplayees covered may vary across employee groups and state agencies. Curren tly, state
officers, judges, general assembly members, and state university employees are not eligible for the employee pickup.

Other Post-Employment Benefits. [naddition to providing pension benefits, the State Employees Group Insurance Act of
1971, asamended, requires that certain health, dental and life insurance benefits shall be provided by the state to annuitants who
" are former state employees. Thisincludes annuitants of the System. Substantiallyall 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 forannuitants under the state's self-insurance plan arid insurancecontracts currently in force. Life insurance beneﬁts are hmited
to five thousand dollars per annuitant age 60 and older. ‘

Costsincurred for health dental and life insurance forannuntants and their dépendernts were nat separated from benefits provided to

active employees and theit dependents for the years ended June 30, 2000 and 1999. However, post-employment costs for the state

asawhole for all state agencies/departments for dependent health, dental and life insurance for annuitants and their dependents are

disclosed in the State of Illinots' Comprehensivé Annual Financial Report. Costinformation for retirees by individual state agency

is notavailable. Paymentsare made on a "pay-as-you-go" basis. The Systemis not the administrator of any of the other post-employment
- benefits described above. . :

{9) Analysis of Changes in Reserve Balunces _
The funded statutory reserves of the Judges’ Retirement Syste'rn are composed of the following:

“

(a) Reserve for Participants Contnbutlons This reserve consists of partlmpanls accumulated contnbullons forretirement annuities,
survivors' annuities and automatic annual increases. )

(b} Reserve for Future Operations - This reserve is the balance remaining in the Judges' Retlrement Systern from State of[llmms
contributions and revenue from investments after consnderahon of charges for payouts by the Judges' Retirement System N

!



Years Ended]une 30 2000 and 1999 « . .0 o S o EE NI .Totai §

'.‘_Balance at]une 30 1998 . T . :
" Add (deduct): P . S T TR SR

o Ba]ance at]une 30; |999 AR )

Balance atJune 30 2000 J D

Financial Sfbfemenrs ‘

JUDGES' RETIREMENT SYSTEMOF ILLINOIS S
Statements ofChanges in Reserve Balances o e B T
Reserve

: Balam:es - E P -
$356 692 936 L.

" Fuire= 4 %
. Opentions -+

$262,470,610. - .-zi«

. ) Participants' -
« ro-o0-  Contributions .

$94,222.326

;o . L

Excessof s, . - .o S L S e . T .
- revenues over expenses o _ 10,973,987 - J22,095,000.- . ¢ 33;Q68,9§7:.
Reserve trarssfers oo [ T T st

** Accumulated contnbutxons of partl(:lpants o o : L el

Judges' Retirement S}fﬁém of Mlinois

) who retired or died w:th ehg]ble e T - o ‘.:.‘“- L - .
sumvor dunng the year S e (4 294 258)-'_‘,‘ L 4,294,258 7.

a wo 902 055 288,859,868
Add (deduct) R -\'.'" R SR .j, T
Excessof g e e
revenugs over expenses
Rt?serve tiansfers: . . : : -
Accumulatec] contnbutmns “of pamclpants o ‘
.. who retired ‘or died with ehglble R AR P
v survwor dunng the year Lo s (5,638,056)

21650256 L

| “i.j‘r,séa;sfa‘;’:f |

~

L $422,933,720
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2000

ActuanalAccrued 'Unfimded . . UAALasa
~Liability (AAL)  AAL  Funded Covered Percentage of
‘ -ProJectedUmt ' (UAAL) . - Rato =~ Payroll. ~Covered Payroll
Credxt (b) (b—a) ) (a/b‘) ‘ (© . " {Ib-alo
, :‘-‘.6/30197 \‘$3|4 561, 20" $7o4,460,056 _$389 898,827 44.7% $87,171,000 447.3%
1'.6/30/98 356,692,936 747-,2_75,530 390,582,594 -47.7 94,626,000 4128
s 6/30/99 389,761, 923 - 805,587,241 - 415,825,318 - 484 - _99,200,0’00 - 4192
"6/30/00 422 933 720 87] 153 4!8-, 448,21 9,698 - 48.5. - 104,000,000 .~ 431.0
Schedule of Employer Contnhuhons m
: Annual L 0 Aonaal o~ e o T
- e R.equn‘ed. e G = " Required - R
 Year _~' j'C_on_tribuﬁon‘"":_._"._-'.'-,‘_ R g - Contribution | ‘
Ended . perGASB ST " Percentage perState : Percentage - .
]une 30 Statemen‘tNos25 " Contributed * Statute » Contributed -
_1_997.- $26‘021 939 . 52.8% .- $ 13,747 QOO .100.0%
1998 128,867,624 543 15,664,000 -« - 1000
- 1999 3863! 275 4840 . 18,293,000 . 102,20
40 205 224 . ’:53.3’ 21 388 000_ ‘ 1’00.1

(1) The requxred Schedules of Fundmg Progress and Employer Ccntnbutmns aretoinclude mformatlon for the current yearand
as many of the prior years as information accordingto the parameters stipulated in GASB Statement No. 25 entitled "Financial
Reportmg for Defined Benefit Pension Plans and Note Disclosures for Defined Contribution Plans” is available. The
schedules should notinclude information that does not meet the parameters. The System has only fouryears of information
" which meet the requirements of the parameters, therefore, thatis all the information which is presented.

Notes to Required Supplementary information 7 - ‘
Valuatxon date weevieensrrree s wervariestevaberraaiereans trirsasereisererarasanets June 30, 2000
Actuarial costmethod ........... eevererenesa e res et sareesaniren I forenrens Projected Unit Credit
Amortizationmethod: L

a) For GASB Statement No. 25 reporting purposes ... Level percent of payrol!

" b) Perstate statute 15-year phase-in to a level percent of payroll untila
90% fundinglevel is achieved

Remaining amortization period:

a) For GASB Statement No. 25 reporhng PUIDOSES vevearreerneen 40 years, open
~ b) Perstatestatute............, PO 45 years, closed
‘Assetvaluation method .......co.n... Crrraessartiet s sisnrsareressbaiaartasnnsnrssaras Fair value

1

- Actuarial assumptions:

Investmentrate‘ofreium eeereeere et ettt e e es st eetaeeen 8.0 percent per year, compounded annually .
Projected salary increases ....co.vvun.re.. farerisresrassesstvasesessberisaresvese 6.0 percent per year, compounded émnually'
Assumed inflation rate .....:.c.ooveererecerans BT v 4.0percent . -
Group size growth rate ...c...c.o... et erreeseaserraen 0.0 percent

. Post-retirementincrease vernesbnereraannnas : SIS X ) percent peryear, compounded annually
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SUMMARY OF REVENUES BY SOURCE — o

-

_— - § upplemenrdry Financial /nfarmaﬁon

Years Ended June 30, 2000 and 1999 .
S - ; “. 2000 : 4'999" S
- Contnbuuons o : - o
Partictpants = ST Ll S BT
Part]c&pants* ] A R X Ifi',‘BZS_‘;O?Z‘ T $ li 200 498 i 2
.. Interest paid by partlctpants N . e _ 106,025 - L 69 633"
Repayments ‘of contributions refunded B PR i 3],464 et
Transferred from. reciprocating systems' e el : "_' : . 38854 ﬁ‘ o '
‘  Total part:cmant contnbutmns SR L : 125005 4]5 PO ILZ?O 13]
} = Employer' : : S ' N E L Lo "(
.7/ General Revenué Fund . - : "19 228 000 e 16473 100
. State Pensién Fund . ' 2 ]6Q00{) AR Lt -' 22]57]6 s
- Paid by participanits - . . L : . 18, 585‘{: -
T Recewecl from remprocatmg ‘systenis E ~ 4,992 = -' .
“Total employer contnbutlons 2[ 4]1 STT 182683 816 .
/ Total contributions revenue - 33,4]6 992 R 29 958 947 ] !
Investments Cos .o _' _ B SR _' S
"Net investmnent mcome S e e 9543 I?I L 9979034
"+ Interest eamed on cash balances ‘ S : 426 053;, s : 390244 °
Net appreciation in fair value of i mveslments e e . 34.879,'225‘_ 34 244,046
Total net mvestmenr revenue . T ‘ Lo T A4 BAB.449: 0 44,613,324 -
Tbtal révénue * o 3. 78265441 $ 74,572,27[« el
SUMMARY SCHEDULE OF CASH RECEIPTS AND DISBURSEMENTS
Yeurs Ended June 30 200[] und 1999 .
[ LN Ry SR I T 1999 :
Cash balance, begmmng ofyear R EEEE $ ) 279 856' I L:__:.__G 867,811 "+ Lt
.Receipts:  * R " A RN -
w . Participant’ contnbutmns H 570 520' L ]'I 228,056
. Employer contributions: - ERE R o
* General Revenue Fund: 19 228 ooo,_ 16 473 aoo "_
 State Pens:on Fund - o : 2,160,000 - B ",' 2 2]5 716 .
Rﬁcewed from remprocatmg systems . e R 4992 .. PO
Interest income on cash balances”  © " - oo v : : 417 350' - - ' 394_,354 T
Reiinbursements from General Assemb]y - ' T o
Retirement System Lo ’ ZH 060 : . 190,597
Atfter fax installment payments T PR _ e 970 R
- Cancellation ‘of refunds = - R 2, 927 i V1,976
< -t - P . . H 58553 --\\‘ o

-Repa.ymbnt of refunds
" Cancellation of annuities:”

v Transfers from reciprocating systems
 Transfers from Iillnms State Board of Investment
Mlsce]laneous : :
“Total cash receipts e

'Dlsbursaments: T
.. Benefit payments: . . .
- Retirément apnuities -
Sumvors arinuities -
) Refunds "~ ‘
. Admlmstratwe expenses- .
o - .. Total cash disbursements - - . ...
: Cash balance: eng:l of year *

L TS ez
', Tax deferred’ mstallment payments e A .1'4‘_“'];{_33_",643“.3:;” el
R B s T A,

41,900,000
e T 6,386
L 45 BE444T - L

347108250, .

IO 165233 -

541,933

_______é_m

Gsismle
PU9322700 0V

esBas

11,600,000

S em0
ST Ag2B5 560, t

Sk

JT 366900 0 L

560753 1
. 41823515
87,279,856 :

L.

Slmzie
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- SCHEDULE OF PAYMENTS TO CONSULTANTS
Years Ended June 30, 2000 and 1999

T AT s o 2000 0 1999

Actvary . - SRR S s TTI8000 - % T 15,000
Audit fees - - oL T o . . 16633 ] 10,732
Tax consultant Ce . L L 1,500 .. T 1,500
Legal services - o < S L o - 4698 . -'3,462

".  Financial planner =~ L e e A o 1,066 -0 2,024

" Medical sery'ices" R R S P D _1es8 - - 96

Judges’ ;?e’:‘r'remenf-_ System of HHinois

CoTewl e s 957 s 33644




The only home Lincoln ever owned .was built as a one story cottdage m 1839. The .
Lincoln’s bought the house in 1844 for $1,200 and enlarged it to a full two stories
in 1856. They lived in it until his election to the Presidency in 1861.

Today, Lincoln’s home is restored to its 1860 appearance, and reveals Lincoln
as husband, father, and politician. The home stands in the midst of a four-block
historic -neighbqr"hooc‘l' resembling the way Lincoln would have remembered it.

J’uq’ge:' Retirement System of Iffinois
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Investment Section . o

INVESTMENT REPORT. . : - .

1

By state law the System's invéstmentﬁmctiorx is managed by the [llinois State Board of Investment (ISBD). The ISBwas created in 1969
to provide a means of centralizing the investment management function fér public employee pension funds and retirement systems operating -
inthe state. Inaddition to theassets of the Judges' Retirement Systern, the ISBl also manages thei investment function for the General Assembly
and State Employees' Retirement Systems. All ISBI investments are accounted for in a commingled fund (ISBI Fund). As of June 30,
2000, total netassets under managementvalued at market, amounted to $9.270 billion. Ofthe total market value ofassets undermanagement,
$414. 8 million or approxlmate ly 4% represented assets of the_] udges Retirement System. ) o
A summary of the portfollo s largest holdings, as well as the complete listing of the ISBI portfolio, are included in the ISBI Annual Report.
Asschedule of fees and commissions paid by brokerage Erm and alisting of trarisactions executed, including transaction value, are also contalned
1n the ISBI Annual Report The foHowmg investment mformatmn and analysts has been prepared by the ISBL. '

Invesjrnent Policy

- o |
The ISBI operates underastrategic investment policy which is reviewed and approved every two years. Theinvestment objective of the tatal -
porifolio is to maximize the rate of return on investments within a prudent level of risk. To achieve this objective, the ISBlinvests in different

-types of assets and‘uses multiple managers to ensure diversification. Overan investmentcycle, the ISBIseeks toachieve arate of retum whichis:

1) atleast equal to the assumed actuariali mterest rate, currently 8% per year, and
2)  atleastequal to the return of the policy-weighted benchmark, a theoretical “iidexed” implementation of the ISB! sasset

allocation policy. o

Asset Allocation

- 7
Theinvestment policy of the ISBI Board estabhshes asset allocatlon targets and ranges for each assetclass selected to achlevn; overallriskand -
return objecnves The policy isimplemented by allocations to investment managers with assignmentsto investin specificassetclasses, withdefined
security selection styles anid methodologies. The policy assetallocatlon atJune 30, 2000was 45% U.S. equities; 20% mtematlonal equities,
25%fi xed income, 5% reaI estate, and 5% alternatwe investments. '

Theactual asset allocatlon of the portfoho atJune 30,2000, as re!ahve to the policy target, is ‘set forth below As shown the actual wexghts

were very close to policy targets. U.S. eqmtles, mtematlonal equity, and aiternatlve investments were shghtly gverweizhted, with modest

underwelghts in fixed income and real estate . , v .

. X e X N B .. o

o e e Actual Asset Allocattions ¢ Policy Target
“U.S.Equities .~ o Sl 48% o 45%
IntemahonalEqunhes B T o 20
‘ .'_leedlncome . 24 o250, s
‘Real Estate. - ST S 3 - 5
: A!ternatwe[nvestments : o 6 -

Towl - L 100% C L 100%
During ﬁscalZOOO the ISBIBoard completed its biannual review of theISBI F und’s strategicassetallocation. Thenew pol:cy, which will -
become effective atthe start of fiscal 2001, modestly decreases the allocation to publicly traded asset classes (U.S. equibies; fixed income) and

mcreases the allocation to private mvest\ments (real estate; alternative investments). The policy assetallocation atJuly 1, 2000 will be 43%
U.S. equities, ZO%mtematmnal equities, 22% fixed income, 7% real estate, and 8% alterntive investments.

Investment Results

, Inspiteofsome marketjuters includinga technology sefl off in March contmued confidencein the stockmarketresulted in double digit returns
for the ISBI fund for the sixth year in a row. The ISBI total fund carned a rate of return for fiscal 2000, netof expenses, of | 1.8%. This
waswell ahead ofits slong-term objectives of exceedmg the 8% assumed actuarial interest rate. The return also significantly cutperformed the
 policy-weighted benchmark retumn of 10.4%. The average annual returns for the three and five yéar penods ended June 30, 2000 were | 42% .
and 15.6%, respectively, both of which are in line with the benchmark returns.



Investment Section

US. Equites . -, L

For the twelve months ended June 30, 2000, U.S. equity markets, while not exhibiting the torrid growth of the previous five years, continued

theirupward 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, breakinga pattern setin the four previous
" fiscal y'ears; outperformed large capitalization stoclcs with a return for the Russell 2000 Index of 14.3% vs. 7.3% for the S&P 500.

The ISBI's U.S. equity portfolio earned a return of 10. 3% appreximately 70 basis points ahead of the Russell 3000 Thisresult achleved
both of the Board’s goals, which are to linjit tracking error relatwe to the benchmark and to add value wrth active management

Dunng fiscal 2000 the ISBI Boardadded an all-cap growth manager (Geewax Terker)and ended two relahonshlps (Sloate, Weisman;
Selrgman) | P

.- . N e -
N ot

I Yeéar . o 3Yeaf$. ' S’Yealr.s'.‘:-“.a."‘ '

ISBI S O TTI03% U TTIe2% L 218% T
S&P500StwckIndex .. .. 73 % - le7 o238 ol
Russell3000[ndex c o U 9.6 o192 - 2280 S g

Inlernutionul Equities-

" Foreignstock markets, as represented by the Morgan Stanley All-Country Free ex US (“MS-AC Freeex US") lnde:g. eamedastrong 18.1%
for the fiscal year, significantly exceeding the U.S. equity market return. Japan had the most positive impact, with a 2 7% return for the year,
while Europe lagged. Developed markets as awhole outperformed emerging markets, returning 19.1%and 9{5% respectively

TheiSBI's mternat:onal equxtyporrfollo modestlylagged the benchmark for the fiscalyear, eamning-17.7%. Asw:th tl1e U. S equity portfolio,

the ISBI Board has the twin objectives of limiting tracltmg error relative to the benchmark and adding value with active management. The
ISBIBoard, through structure analysis, rebalancing, and riskmanagement, has achieved the objective of trackmg the market. Forlongertime
periods, the ISBI has also demonstrated the abll:ty toadd value relanve to the index return,

As part of the ongoing review of optimal structure, the ISBI made one international equity managerchange in fiscal 2000, replacmg Delaware’

3

lntematlonal with Capltal Guardian. _ ~ ,

ISBI L AR PO V) 7% “_]43% :
TE

MS AC Free ex US lnelex _-:-I < ]8 ]

leed lncome o ) - . . -

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

ofinterestrate increases. The Lehman Aggregate Bond Indexeamed 4.6%for the 12-month period. High yield bonds, 128 represented by, ‘

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

Substantially all fixed income assets are- managed mtemally, except approximately $ 125 million allocated to an external high yleld bond
manager. The internal accountwasin linewith the Lehman Aggregate Bond mdex. with aretumn of 4.5%. Lowerreturns fromthe external
lngh yleld manager resulted ina total ﬁxed income return of 4. 0%

ISBI ‘ N
Lehman Aggregate Bond Index

Real Estate

The1SBI Board's current real estate policyseeks higher return real estate opportunities while controlling for risk. Therefore/new investments
generally fall into the value-added or opportunistic categories. Allofthe ISBI’s 1nvestments inreal estate are passive and are represented by
“interests in limited partnerships, trusts, and otherforms of pooled investments. ' .

v . .
T L)
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Real estate corr'tinuedlto provide solid returns during fiscal 2000, with the NCREIF Real Estate Index earning 12.0%. The 'IS.BI’S real
estate portfolio, dominated by a number of less mature investments, earned a more modest 4.5%. During fiscal 2000, the ISBI Board cémmitted
$65 million to three real estate parmershlps DLJ Real Estate Partners; Koll Bren V11, and RREE.FValue—Added Fund

o o L 1Year S " 3 Years - . 5Years 5
ISBI : ' S - 45% 6% . 10.6%
NCREIFRea]EstateIndex o120 e 147 129

¢ . : o R " . . - E " L,

: Alternutlve Investmems : -

.

The alternative investments portfolio consists of passive interests in limited partnerships and other commingled vehlcles thatinvestin venture

capital, managementbuyouts and other pnvate placememactlvmes ' : ’ ’ C
, . . .

Fiscal 2000 proved tobe anotheroutstanclingyear foraltemative investments. Evenwith the technology correction in March and a Jess exuberant
- initial public offering (IPQ) market, a number of portfolio companies gained access to the auction markets, thereby preducing liquidity and/-
' oractual cash returns to the ISBI. Overall, the ISBI's alternative investments portfolio earned 56. I%for the ﬁscal year. Longerterm results

_ areequallyimpressive. : . ‘

-The iSBI Boardmade commitments totaling $263.2millionta 1 lurnted partnershipsin fiscal 2000. New commitments are nec;essary to

maintain the strategic allocation as more raature funds return capital. The [SBIBeard isalso seekingto betterdlversxfy the portfolm byadding
mezzanine and distressed debt funds, and by increasing the exposure to venture capltal Thenew, partnershlps are:

- v

Venture Capital: Boston Millennia II; InterWest VIII; Invesco Venture Partners

'Fund I1i; SCP Parters Il Summit Accelerator Fund e
Buyouts: ‘ Behrman Capital Ill; GTCR VII; Thomas Lee V - o '
Mezzanine Debt: " Blackstone Mezzanine Partners, DL) Investment Partners H
DistressedDebt: ~ OCM OpportumtlesFund I

Munugement Expenses 7

Total net assets 1ncreased almost $1 billion in fiscal 2000, from $8.3 billion atJune 30, | 999 to $9.3 billion at]une 30 2000 Concurrently,
total expenses mcreased from $15.9 million in fiscal 1999 t0 $20.7 million in the current fiscal year. The resulting expense ratio (expenses
divided by total net assets) was.23%in fiscal 2000, compared to.21%in fiscal 1999. This increase islargely explained bytwofactors. First,
asset-based fees toexternal managers representalmost90%0foperatmgexpenses Actual expenses will increase asassetsincrease, butata

- somewhatlowerrate due tovolume discounts. The other significant factorin the increase was the [SBI Board s strategic pohcy decisionin
N fiscal 1999 to transfer 10% of the total fund from fixed income to .S, equities.. Since fiked income is internally managed, no inanagement

feeisincurred. Equities, on the other hand, are externally managed; therefore, the shift from fixed income to equities resulted in higher total

" management fees. .Fiscal 2000 was the first full year under the new allocation.

- ThelSBIBoard recogmzed the fee lmphcatxons of the decxslon butfelt that the higherlong-term expected return from equities relative to fixed

income more than offset the higher fee structure.. Certamly ﬁscal 2000 confirmed thatview, with U S. equities outpacmg fixed jncome by over
600 basis points. ‘ o

Additional Information - L o . ‘ . S -

Foraddmonal information regarding the System's mvestmentfunctlon please referto the June 30, 2000 Annual Report of the Illmols
‘State Board of Investment. A copy of the report can be obtamed from the ISBI at | 80 North LaSa]le Street, Suite 20] 5, Chicago,
Illinois 60601. - ‘ . o . . .



INVESTMENT PORTFOLIO SUMMARY

r

Invesi‘.ments atmarketvafue ‘

U.S. GovemmentandAgencyObhgat;ons-: : “$1,154, 13] 028‘ o 12 45% %1 081 840 850 ]3.02%

Investment: Section

June 30, 2000 o June 30,1999

* ForeignObligations . - L 68212655 ., 074 .. . 43324091 - 051

 NetAssets,atMarketValue =~ - . . .§9,270329398 . 1930_.0.0%,,? ‘$ 8,308,960,066, 100.00% ' -

" ANALYSIS OF INVESTMENT PERFORMANCE!

. Total Return* - Past 3 years - e
- Total Return* - Pasl5years o :
Total Retuin* - year by year =0 "
'

; " Actuarial Assumed Rate of Retum,i' RS |
' .A"E’age N_el !nconpe ‘ﬁe]d* B

: Domes'tic. éciuifi;eﬁ - ISBI .

+* Total retum is the combmed effect of ‘incotne eamed and market apprec

CorporateObhganons Lo ) 543,87-4,357 .. 587 . ,,_476, ;507,428 © . 5.74

ConvertibleBonds -+ . .t 1092883 - 012 . . -10802,791 . 0.13

CommonStock&EqultyFunds S 3957626585 4269 - . 3,946,786,728. =-__‘i 47.50

- ,Converhblepreferred Stock * o C 38 141, 900 - - "0.41- Lo _-'34;85.6,689 0. 42 o
Preferred Stock . L e -8, 764, 833 . 0.07 .. - 25,085,532 .. 0. 30 S
Foreien Equltybecuntles T 4 ,f_ 2 086 712, 466 - 2251 f 714, 207 025 . 20 63 - .
Real Estate Funds - L DA - 284,414,376 "‘:73.'07 216,350 722(': : 260 S
Altematxvelnvesnnents IR T - 535, 793 992'_;] ' 5 78 _1 L 355_ I28,394 T 3 27,:""; E
MoneyMarketInstrumems S AL ', ' 606, 334,768 " 6. 54 4 A2, :‘-‘ 5.07 7 s

' Forward Foreign ExchangeContracts ST 341,876 . 0.00 L 0 0.01 o
ot "r9;293-?2'77;672"_'2-;j 100.25 .~ 8326 512 647, R 11_’00.20_
-OtherAssets, Less Ltablhhes CTUTUN T (22,948,274 o {025y {1 7 552,581) - - {0.20)"

iy

Tota] ﬁxed income - ISBI

Companson index:" " .

Shearson Lehman Aggregate B - ,__‘1'_‘?‘: .

Comparnison index: | -

- S&PSQO"‘; o

ntalmn standards

lhe year dum:led by the average market yaIue of assets emplnyed
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E ADDITIONAL INVESTMENT lNFORMATION

S .

§ The followmg table shows a compar:son of ISBIi investment operatlons forfiscal years 2000 and 19995:

‘:% e Increase/(Decrease)

= ‘ . 2000 . : 1999 - Amourit Percentage

E ~ Balance at beginning of year, ' : : : . . S )

_;‘3: : atfa:rvalue' | ! o $ __382,235,852 -$349,612,772 $:32,623,080 = 93%

i‘: - Cash transferred from ISBI (net) ' (11,900,000) - (11,600,000) E 300,000 2.6% .

K a NetISBImvesnnentrevenue R ’ ool o o _ ' R

3 ISBICommmgledFundmcome 10480075 - 10718706 . . (238,631)  @2)%

: LessISBIExpenses Lo (936,904)..  (739,672) ' 197232 - 267%
NetISBlinvestmentincome L 9543,171 - 9,979,034 - _(435,863)' 4%
‘Netappfeciatiohinfaii-ﬁlﬁe S _ N . ST L - o

oflSBlinvestments - ' 34879225 34244046 635,179 1.9%
NetlSBlinvestmentrevenue -~ 44,422,396 44,223,080 . 199,316 . 5%
Balanceatend ofyear, atfalrvalue ,‘: S % 4!‘4,75_8,2481 "~ $382,235,852 _$32,522,396- 8.5%

I.El addition, interest on the average balance in the System's cakhiaccou;t in the State Treasury for FY 2000 was $426,053 compared to
- $390,244 during FY 1999 primarily due to higher average balances and higher average interest yields during FY 2000.

|
-




ACTUARIAL SECTION

The Old State Capttol served as the Illinois statekouse from 1 839 to I 876. Its -
design reflects Greek Revwal architecture, which ‘was popular in Hllinois durmg the
early 1800s. The building’. s balanced destgn symbohzes the anctent Greek example
‘of orderly progress and democracy ‘

Abraham meoln spent much of his ttme as an attomey in the Old State Capztol
Here he-did some of his most important and precedent-settmg 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 Capitol to. tts

k)

/

meoln-era appearance. ‘ : .

’
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Actuary’s Certification Letter

, GOLDSTEIN & ASSOCIATES o s

Actuaries and Consultants : ‘ PHONE (342) 726-5877 FAX (312) 726-4323

V

!

-Judge;' Retirement System of Hijnois

o«

October 4, 2000

Board of Trustees and Executive Secretary
Judges; Retirement System of Illinois ' ' , 3 : N
2101 South Veterans® Parkway : ' '

P.O. Box 19255
Springfield, Illinois 62794

We have comple'ted the annual actuarial valuation of the Judges’ Retirement System of [1linois as
-of June 30, 2000. The purpose of the valuation was to deten‘mne the ﬁnanclal condition and
funding requirements of the retirement system. ~

‘Since the effective date of the last actuanal valuation, Senate Bill 1020, which was signed into-
Jaw on December 10, 11999 as Public Act 91-0653, made some changes in the benefit provisions
. of the system. The following is a summary of the benefit changes made by this legislation: (1)
- provides that a participant who has attained age 60 and is eligible to recéive the maximum rate of
. annuity may elect to have his or her contributiors based only on the salary increases received on
or after the date of the election, rather than on the total salary received; (2) allows a participant to
rescind an election to discontinue contributions; and (3) provides that the early retiremerit penalty
for participants who retire before age 60 with less than 28 years of service shall be reduced by
Y 5120F 1% for each month of serv1ee in excess of 20 years.

¢

* We have estimated that the benefit changes enacted under Pubhe Act 91-0653 had the impact of
. mcreasmg the system’s total aetuanal liability by $2, 849 000. '

Pursuant to the law govermng 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 expenence‘
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 current valuation. We believe that, in the aggregate the
current actuarial assumptwns relate reasonably to ‘the past and anticipated expenence of the \
system :

- Section S/ 18-131 of the Illinois Pension Code specifies 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 requlred State contributions are
to be a level percentage of payroll. For fiscal years 1996 through 2010, the State contribution
. shall bé increased as a percentage of the applicable payroll in equal annual incremerits.so that by :
. fiscal year 2011, the State is contnbutmg at the requ1red rate. :

’
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- Actuary’s Certification | etfer |

N

GOLDSTEIN & ASSOCIATES
Consu!ﬂng Acluaries

Based on the June 30, 2000 actuarial valuation, we have determined the required State

- contribution under this funding plan for fiscal year 2002 ‘We have also est1mated the requu'ed
State contributions for future years. ‘ :
The system s.current funding plan does not meet the requlrements for amortlzmg the unﬁmded
liability prowded 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 il the
ﬁnanc:lal section by GASB Statement No. 25.

The asset vaIues used for the valuatlon were based on the.audited asset information reported by
- the system. For purposes of the current valuation, the market value of the assets of the system, -
less the amount of hab111t1es was used. ‘

The actuarial liabilities have been valued on the basis of membership data, which is supplied by
the administrative staff of the system and venﬁed by the system's audltors We have made
additional tests to ensure its accuracy.

In our oplmon, the information presented herein fairly presents the financial condition of the
Judges’ 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 trend tables in
the financial sectlon based on information contained in our actuarial reports. :

Respectfully subm1tte

. Sandor Goldstein, F.S.A.
Consulting Actuary

" Carl J. Smedinghoff, A.S
Associate Actuary

.Judges’ Retirement System of linois
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Actuarial Section \
INTRODUCTION

Annually, the System's actuarial consultants perform a valuation of the liabilities and reserves of the System in orderto make a determination
of the amount of contributions required from the state. These results are then certified tothe Board,, -

. ' N . . { , K
The Board, in turn, has theduty of certifying an employer contribution amount, required tobe paid to the System by the state during the succeeding
fiscal year. The employers' contribution amount, together with participants' contributions, income from investments and any otherincome
received by the Systen, shall be sufficient to meet the cost of maintaining and admiinistering the System on a funded basis in accordancewnth '
actuarial requlrements pursuantto Chapter 40, Section 5/18-131 of the [llinois Complled Statutes. ’

In Angust, 1994, then Govemor Edgar s:gned Senate Bill 533 into law as Pubhc Act 88 0593 Thts funding Ieglslatlon which became
effective July I 1995, provides that _
Forfiscal years 2011 through 2045-, the mjnimum 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 making these determinations, the requited contribution shall be calculated each year as a level percentage of payroll over the years
remaining to and including fiscal year 2045 and shall be determined under the projected unit credit actuarial cost method. L

For fiscal years 2000 through 2010, the contribution to the System, as a percentage ofthe payru]l shall be increased in equal annual
increments so thatbyﬁscal year2010 the contribution rate is at the same level as the contribution rate for fiscal years 201 | through 2045.

o

Beginning in ﬁscal year2045, the minimum contribution to the System for each fiscal year shallbe the amount negded to maintain the
. total assets of the System at 90% of the total actuarial liabilities of the System. :

-~

The amortization period required by the state's funding plan, as described above, does not meet the parameters of GASB Statement No. 25.

.

Mostlmportantly, the fundinglegslation also prov:des for the establishment ofa contmumg appropriation of the requfred employer contributions
to the System Thls will, in effect, remove the,appropnatlon of these funds from the annual budgetary process ‘ -

" Although long-term in nature, we believe that this legislation hasbeen an extremely positive step forward whlchmll ensure the long—term financial

integrity ofthe state’s retirement systems mc]udmgthe]uclges Retirement System.

- F orﬁscal years 2000and 1999, the Systern received the actuana]hrdetennmed employercontnbutlons in accordance with the state 5 fundlng

plandescnbed above. . -

ACTUARIAL COST METHOD AND SUMMARY OF MAJOR ACTUARIAL ASSU-MPTIONS - .

The System utilizes the projected unit credit actuarial costmethod. Under this method the actuarial liability is the actuarial presentvalue or
that portion of a participant's projected benefit that s attributable to service to date on the basis of future compensation projected to retirement.

- The normal cost represents the actuanal present value of the participant's projected benefit that is attributable to service in the current year, again®

based on future compensation projected to retirement. Actuarial gains and losses are recognized immediatelyin the unfunded actuarial liability
of the System. However, for purposes of determining future employer coritributions, the actuarial gains and ]osses are amortlzed inaccordance

with thefundmg plan establlshed by Pubhc Act 88- 0593

A descnphon of the actuanal assumptlons utilized for fiscal year 2000 and fiscal year | 999 follows:

Dates ofAdoptmn: The Projected Umt Credlt Normal Cost Method was adopted]une 30 1987; all other assumptmns were
adopted June 30, 1997, ) L.
Mortality Rates: - Activeand retired members: The UP-1994 Mortality Table for Males, rated down | year. A

_ Spouses: ‘ . The _UP-|994 Mortality Table for Females.



Termination Rates:

Retirement Rates:

SalaryIncrease:

lnterestRete:

Marital Statis:

Spouse's Age'

. - | S Actudrial Section

Termmauon rates based on the recent experience of the System wereused. The followingis a samp[e of

the termination rates that were used:

-

S : : ‘Rateof =~ - s
Lo > _Age " _Temination . - -
- 30 .. . 016 . '
e 35 T 04
40 . 012

N 45 o e s
Vsg 007, T
55 L0050 L o
160 o003 LT e
67andover - - :000

1

Disability rates based on the recent experience of the System as well ason published disability rate tables were

used. The followmg 1sa sample of the u:hsablhty rates that were used forthe valuatlon

L Age. " Disability - . " Age - - Disability _
- - 30 : .~00057 S e 45 2 .00115
Y350 ... 00064 0 . 5000 .. 00170
40 . ' 00083 IR 55 and over . " 00000

o S Rateof s R B Rateof‘."

-

Rates of retirement for each age from 55 to 80 based on thé recent experiende of the System were used

" The following are samples of the rates of retirement that were used: -

Lo "Rateof - -~ ST e
Age Reﬁremeht SRR DR ‘
55 - - 060 Y
i 65 000 L
: 70 -!g13l N ;

" "80 ancl over ‘-"!;QOQ .

Ty

The above retiremént rates are equlvalem to an average retirement age of approximately 67.
L]

A salaryincrease assumption of 6 0% peryear (consisting ofa general increase component of 5% peryear, 4.0%
of whichisattributable to inflation, and a seniority/merit component of 1% peryean), compounded annually, was

" used. In determining total covered payroll, the size of the active group is assumed to rémain constant.

Anintérestrate assumphon ofB 0%peryear (conmshngofan inflation cormponentof4. 0% peryearand a rea] rateofreturn .-

componentof4.0% peryear), compounded a.nnually, was used.

Itwas assumed that 75% ofactive partxc:pants wﬂl be mamed at the tlme ‘of remement

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

SUMMARY OF AND CHANGES TO THE PLAN PROVISiONS

“Pleaserefertothe Plan Summary and Legxslatwe Section fora summary ofthe plan provisions and legislanve amendments thatwere evaluated

"and considered by the actuary dunng the valuatlon process.

-

’

1
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N o “Total Actuanal Llabzhty

Aduarial. S edian
VALUATION RESULTS

' Actuanal Llablllty (reserves)
ForActwe Partlt:ipants

Basxcrenremg:ntannuuy e

Annuali mcrease in renrementannu:ty
Pre.-reumment survivors' annulty '
POSt renrementsumvors annuity

Wlthdrawalbeneﬂts -'_-». RERNTE-
. Total

o : ForParthIpants RecemngBeneﬁts
L Rehrementannumes
. Survivorannuities- -

S Tell 0

" Forlnactive Parn(':ipants :

: ‘_‘NetAssets, FaeraIue
o7 Unfunded Actuanal Llablhly

Fal

NN

SHORT-TERM sow’éch TEST

o June 30 2000 o

LR 26108691]

S 79218,700
- 27,376,192 .-
31,022,754
6,105,374 . . .-
- 2,359,465

+. 707434,942
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Ashort-term solvency testis one means of checkinga system s progress undents funding program Inashort-term solvency test, the plan s present
assets (primarily cashand mvesl.ments) are comparedwith: 1) active and inactive participant contributions on deposit; 2) the liabilities for future
benefits to present retired lives; and 3) the liabilities for service already rendered by active and inactive participants.In a system thathas been
following level percent of payroll financing, the liabilities for service already rendered by active and inactive parhcnpants (liability 3) should
be partially covered by the remainder of present assets. If the system continues usinglevel cost financing, the funded porhon of liability 3 will
mcrease over tlme althoughitis very rare for a system to have its hablhty 3 fully ﬁmded \

1997 87304372 ",
1998 94,222,326 1 .399;116,802
1999 _1-_.; 100,902,085 -

i 63 598 3 15

79,012 691'37
782,428 000

L - B 106,785 540 ::'_.I‘__?L.j-

71224,698,818 .

313,546,380
422,297,709
453, 439 227 .i{

187:627.388 - .
199,679,764 - -
207,837, 018,
214,104, 027 7
277,098,999
314,561,229
356,692,936
389,761,923

422 933 720‘1

U000 552 .
L1000 528 0.0
C 100,050 52,0 0.0
1000748400 .
+100,0 ;'-62 10000
000 :59.6 10,07 -
100:00 T 65.8 10
1000 - 68.4 -

’
Computed ActuunaIVulues : - | e T _ c '
‘ 7 e Aggregate Accrued L:abnlmes For .;.‘: : ) - ’
- L s , Y . -Percentage

' Sy "w ;o of Accrued
S ; -~ Active and 3 s - Liabilities .

S Anactive” Nel Assets S i o Covered By
... Fiscal Partmpant ! . . Available "«' oo 7T Net Real Asset‘s S
“Year Conmbutlons ) _ for Beneﬁls* o m. : (2) (3)
eert g 59603, 957 $203 I84,=276' $"173 689 204:,1. " lon.os 56.3% 0. 0%



| Actuarial Secfiop

SUMMARY OF ACCRUED AND UNFUNDED ACCRUED LIABILITIES
{Analysis ofFunding)

+ Inan inflationary econgmy, the value of the do]lar decreases. This environment results in employees' payand rEUrementbeneﬁts increasingin
. dollar amounts resultinig in unfunded accrued habilities which increase in dollaramounts, allat a time when the actual substance of these items
may be decreasing. Lookingatjust the dollaramounts of unfiinded accrued liabilities can be misleading. The ratio of the unfunded accrued
Liabilities to active employee payrall provn:les an index which clarifies understanding. The smaller the ratio of unfunded liabilities to active

. s becommg ﬁnanc:ally stronger or weaker '

SR Unfunded
o Tota] TR . “Annual - Actuanal Liability
Flscal s Actuarlal t ‘: Net - - Covered ..+~ T'ds 'a % of Annual
*Year ' s - ‘Liability. . = Assels* L " Payroll i - Covered Payroll -

99T " 385,528,189 3 773,089,204 $L_66,294 898_ - TT19.1%

1992 . 423,758,708 * . 187,627,388 . 44.3%" 34737 7%
1993 . 458,826,434 199, 679, 764:', ©.43.5% ‘

1994 7.7 479,129,504 - 1'207,837,018 - 43.4

1995 523,685,631 214,104,027 - 40,

1996 - 577 792256;;'-_“,'277 098,999 - - 48.0
199701 704,460,056 " . - -314,561229, .
1998 . 747,275,530 " 356,692,936 -
© 1999 805,587,241 .'_{"'f_f‘_389 761,923 g
\| - - 2000, - 871, 153 418 422,933, 720

SCHEDULE OF RETIRANTS AND SURVIVORS' ANNUITANTS ADDED TO A'ND - o :
REMOVED FROM ROLLS _ ' i
Annmmms . ..{ “ - i e e e
Addmons & ?g};l}onf Endmg

participant payroll, the stronger the system. Observation of this relatwe indexover a period of years will gwe an mdicatlon of whetherthe system -

Judges’ 'A’e}iremeizfv.fyﬂem of llinois
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| Unfundecl actuanal lxablhtyat

Increasem unflmdedhabxhtyclue
othersources v

o TotalActuanal (Gams)/]_.osses

& Net mcrease in unfunded hablhtyfor
’ :f.heyear T ',—:

'-Unfunded actu,anal lzablhty at End of FY

Actuarial Section

 RECONCILIATION OF UNFUNDED ACTUARIAL LIABILITY

s 607 843

21 4i 1 577‘

043561 < (18539,663)
eo22]5672 v 456439

28801

B268,502 -1 . 8,821,618,

o
N s

C $.415825318 "

% 448219,698 "

~ L R o )
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The Great Western Depot, known as tllte.Lincoln Depot, is the -
site where Abraham Lincoln bade farewell to Springfield and
boarded a train for Washington, D. C. to be inaugurated the
16th pi‘ésiden_t of the United States. Visitors entering this
typical 19th century train station, find_the men’s waiting
room on one side.and the ladies on the other, away from the
language and tobacco spitting of the men. - .

y-
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5 Srahsnca/ Secnan
- ASSET BALANCES _' o , A
) T
§ S - ) - ‘ | Fxed
= : Fiscal Year .- 7 o . Assgts . . '
@ - Ended " : , SR ..o Net of Accumulated AR
“— - June 30 .- . Cash . e Receivables " Investmérits® . Depreciation ~__Total ~ Co
S 71991 | $3996379_- 'S 194845 - 5 169.881,722° . $28,623  $174,101,569 -
5. 1992 - . T 4,022,969 o 265,758 . . 183,415,396 24566 0 187,828,689
3 19937 o 3449194 . 2706984 | (193615328, - 26,065 .- 199,797,571 .
& 1994, 5,967,371 217,006 .i20[i873,106 . 18434 " 208075917 -
B U995 T 5,514304 - 178587 ... 208,585,962 , - L14298°  214.293,151
S C1996 3.4267254_-". 1114097 271,897,778 - ¢ .0 8237 . 277287366
3 1997 6616999 1 (163694 307923426 . 14018 . 3H4TIB3T . .
L1998 - 6,867, 8]] w7, 327432. 7 349,612,772 - 10,281 . .- "'356,8]8,2946- .
C 1999 7,279,856 T 29T, 173 = . 382,235852.- = .8,784 ° 389815 665 -
© 2000 TSI 476829 414, 758248 e 994,530
’ h Tk Inveslmems are reported at falr va]ue afler ﬁscal year 1995 For all‘olher fiscal’ years mvestmems are repuned at cost (book vafue)
: 'LIABILITlES AND RESERVE BALANCES
r-;‘ ‘ ™ Fiscal Year - . © " Reservefor- ‘ T
'Endecfl '4 ’ Total' " Panticipant ’ ~Reserve for 'Tota.l_"‘ e . Ly
S . June 30 - Liabilities Contributiops Future Operations™ .~ - . Réserves Total .7

i S 1991 - $.712.365 . $ 59,623,957 .. $ 114,365,247 - - § |73 989,204 . ---$ 174,101,569
1992 v 201301 63598115 ©U24029273 © 187,627,388 .. 187,828,680
(R 1993 - - 117,807 . '-'_'-:.,69 139,981 ;-130,53‘9,783_; - 199,679,764 . 199,797,571 .
1994 v 238899 T . 74318731 133518287 - 207, 837,018 . - /208,075, 917 _

o 1995 L 189,124 . 79, 0]2 691 - 135, 091 S36 - 2]4__]04 027 -‘_' 2]4293 151"
19967 188,367 - 82,428,000 . 194,670,999 .. 277,098,999 T 277,287,366

1; 1997 - "~ 156,908 . 87,394,372 . 227,066,857 . - -'-"-;314 561,220~ 314,718,137 -
i . 1‘993‘:‘ . ""125,3.60” S04, 222 326 262,470, 610 - - 356, 692, 936 356, 818,296 " -
‘1’999 ’ '53 7424 100,902,055, ;. ~ 288,859,868 ‘. 389,761,923 . 389,815,665

i ' B 2000 60 8]0 _ 106 785 540 ’1,;.'__"'"376 148 ]80 422 933,‘720 . 422 994 530 e
i" o The Reserve for Futur Operatmns reﬂects mveﬁlments reponed at fé' i value aF{er ﬁscal year 1995 For all other ﬁscal year.s the ’
ik Reserve far Fulure Operatxons reﬂects mvesiments reported at cost (book value) - S S

' ;
REVENUES BY SOURCE
FsmIYear . R . Employerbonmbuhons R e U Net. '
Ended -+ Patticipant . Swteof . | . Other ..~ .° Investmen! ; 0
- June 30 > Contributions - “Mhneis - w0 Scmm&s Lo . Toal . . Révenue* .. Total - .

1991 $ 7,154, 549-‘7 $ 10 657,400 % - ok $ 10 657,400 . $ 10,784,883 $23 596,832 -

. 1992 "7.371,637 2o 10, 052 100 CoE 0, 052, 100 .19, 721 910 . 37, ]45647 .
. 1993 9377428 . 11 099,030 T T 011,009,080 - - 17 528,393 *338‘004 85l -,
S1994 . 7822346 - 10;766,000. 7. o T 10,766,000 - 17,424,885 - 36,013,231 .

1995 - 8,942,657 - 10,806,000~ !.;;345.,_5}77-3“' V1L151.577 016,000,529 - 36,094,763 -

| 1996 - 9;785,891 12,129,000 - = 712,129,000 © 39,756,049 - 61,670,940,
i 1997 10,497,121 - UA3747,000 36328 - 013,783,328 . 49818838 74099287
i 1998 o 10,832,669 715664000 281527 1| 15692152 55,141,638 i 81666459
1999 ] 1,270,131 |8 688,816 - R :'18'688 816 _' 44,613,324 ~_74 572 271 0

I 2000 9,41‘2005415' ' 2]388000 23 577’ : 7[-2]4]1577‘: ,'f.~44848449 ;"."78265441
’t!i A L The Net Investment Revenue mcludes both reahzed and \unrealxzed galns and losses on mvestmenls afler ﬁscal year |995 Fnr al] . ; ee
- , other ﬁscal years lhe Net I;weslmenlh Revenue includes only reahzed gams and ]osses on mveslments I s
w42 ‘ N ,
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33,006,800
36,071,563

'.,1‘33.,632. 724
i IO BENEFIT EXPENSES BY TYPE
: "Flsci;|r .‘(Ear‘ -
p " Eoded . Survwors
1 June 0. 0 ' Annumes
1 1991 L $ 4,606,943
L 1992 ;5,126,800
i f. 121993 $5.627.891"
: 11994 . 6 028,777.
i . 1995 S
1996
; v :19_97_;__: o
i 1998
it 2000;v: P
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. RETIREMENT ANNUITANTS STATISTICS AND AVERAGE MONTHLY BENEFITS

:/"W
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Judges’ }?eg‘iren?enf Sy;febl of Winois
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.After Lincoln’s death in 1865, a Springfi eld commtttee
was formed to build a tomb for his remains. meolns

body arrmed in the cemetery after his body had traveled‘

nearly 1,700 miles i in a speczal railroad car on'a
circuifous route from Washmcton, D.C. The tomb was
finished i in 1874. ‘ :
. A red marble marker inside the tomb stands above
the area where Lincoln’s body lies below the floor in a
steel and concrete-reinforced ‘vauI't, partly because of a
grave robbing atte}ﬁpt made in 1876. The 117-foot’
granite tomb also contains the bodies of his wife Mary,
a\nd three of thetr four sons.
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Judgé:" Retirement System of [llinois

fVannfunnnany. | S T .

SUMMARY OF RETIREMENT SYSTEM PLAN o

(As ofJune 30, 2[][][]) . ,

PURPOSE "~ - T

_ The purpose of the System is to establish an efficient method of pérmitting retirement, without hardsrhip orprejudice, of judges

who are aged or otherwise incapacitated, by enabling them to accumulate reserves for themselves and their dependents forold
age, disability, death and termmatmn ofemployment

ADMI_NISTRATION .

Responsibility for the operation of the System and the direction of its policies is vested in a Board of Trustees consisting of five
* members. The administration-of the detailed affairs of the System is the responsibility of the Executive Secre;arywho 1s appointed

by the Board of Trustees. Administrative policies and procedures are designed to ensure an accurate accounting of funds of
the System and | promipt payment of claims for benefits w:thm the applicable statu te.

EMPLOYEE MEMBERSHIP

'

Allpersons elected or appomted as ajudge or associate judge ofa Court become members of the System unless they f'le an

election not Lo participate within 30 days of the date they are notified of this option.

PARTICIPANT CONTRIBUTIONS

’ '

Participants aré requ1red to ¢ontribute-a percentaae of salary as thelr share ofmeetmu the various beneﬂts atthe rates shown
below: ) o .

AJudge who elects not to participate in the survivors' annuity benefit is not required to make contributions for the survivors'
" annuity benefitin which case the total participant contribution rate is 8 1/2% of salary. Contnbutlons for survivors' annu:ty

are notrequired to qualify an eligible chlld for a child's annunty B .-

Participants who aré eligible to receive the maximum raté of annuity-may irrevocably elect to discontinue contributions and
have their benefits "frozen" based upon the applicable salary in effect immediately prior to the effective date of such election.

Participants who have attained age 60 and are eligible to receive the maximum rate of annuity and have not elected to discontinue

contributing to the System may irrevocably elect to have their contributions based only on the safary increases received on or
after the eFfectwe date of such elecnon rather than'on the total salary received. :

* L

;REHREMENTANNUHY ST -

A Quahf cation of Participant
Upon termination of service, ajudge is ellglble for an unreduced renrement annulty at:
(1) age 60 with at least 10 years of credit .
{2} age 62 with at least 6 years of credit - . o B
(3) age 55 with at least 26 years of credit o
The retirement annuity of a judge who retires between the ages of 55 and 60 with at least 10 years of credit shall be reduced.
1/2 of 1% for each month the judge's age is under age 60. Mowever, for ajudge who retires on or after December 10, 1999,
the percentage teductiori in retirement annuity shall be reduced by 5{12 of 1% for every month of service in the System in excess
of 20 years. s . :

“
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. Plan Summary

b

¥

" B. Amountof Apnuity _ ¥

The retirement aniuity is determined according to the following formula based upon the applicable salary:

- ' - L. 3.5% for each of the first 10 years of credit -
: -5.0% for each year of credit above 10 years

'

The maximum annuity is. 85% of final 5alary on the last day of ernployment asa Judge orfor any]udge terminatingservice
after July 14, 1995, the hlghest salary recewed as ajudge for atleast 4 consecutive years, whichever is greater, after 20
years of ser\nce . . . -
C. Annual Increasesin RetlrementAnnutty -
Post retirement increases of 3% of the current amount of annuity are granted to participants effectwe inj anuary of the year
next followmg the first anniversary ; of retirement and in January of each year thereafter.

v

' . \

P

"' D. Suspension of RetirementAnnuity ' C L T
The retirement annuity to any judge shall be suspended

’

LA SRR

1. When the annu:tant is employed for compensation by the State of Ilhnms asa judge or

When the annuitantis employed for compensatnon by the State of lllinois in a permanent posmon or, after 75 working

bl
]
B
4
R
4
A7
i
o
o
b
i
.

other than a]udge o

¥ If the provisions of the Retirement Systems Rec:procal Actare elected at retirement any employmentwhlch would result
i ) L in the suspension of benefits underany of the retirement systems being considered would also cause the ahnuity paymént
" by the_]udges Retirement System to be suspended : Co

6. SURVIVORS' ANNUITY

A. Qualification of Survivor.

L termination of service and prlor to receipt of retirement annuity, the part1c1pant must have éstablished atleast 1 Oyears of
e credtt Lot . .

P )

o An eligible spouse who has been married to the partlcxpant or annuitarit for a‘contmuous period of at least one year
immediately precedingthe date of death, qualifies at age 30 oratany age if there is in the care of the spouse any unmarried
children of the member (1) under age 18 or (2) over age 18 if mentally or physically disabled or (3) underage 22 and .
W afull-time student. Eligible surviving children would be entitled to beneﬁts even though the pa.rtxcrpant didnot contnbute
= _ for the survivors' annuity beﬁeﬁt . : . . S

'

I ‘ B Amount of Payment .
3 Ifthe participant's death occus while in sexvice, and assuming all payments have been made for full survivors annulty credit,
1 . the surviving spouse would be eligible to 7 1/2% of salary or 66 2/3% of earned re tlrement annuity, whichever is greater.
2 o Eligible children of the participantwould receive 5% of salary for each child with a amaximum for all children 6f 20% of
‘R salary or 66 2/3% of earned retirement annuity, whichever is greater, regardless of whether full crecht had been estabhshed
- for the survivors' annu:ty beneflt o . ‘ , ,

Lo B .
Ifthe participant's death occurs after termination of service or retirement, and -assumingall payments havebeen made for
full survivors' annulty creditythe survwmg spouse would be eligible to 66 2/3% ofearned retirement annuity. Ehglble
children would re receive a'survivors' annuity equal to the benefit of surviving children ofa participant in service.
The benefit payment amounttoa surviving spouse would be a prorated share of the full benefitamount noted-above if the participant
married or remarried afterbecommg a participant and elected to contribute for the survivors. anmntybeneﬁt prospectwelyfrom
the date of marriage or remarriage. |

' - R -

L If death occurs while in serv1ce asa Judge, the ]udge musst have estabhshed 1 1/2 years of credlt I death occurs after

days inany calendaryearm which the annuitant is employed for compensauon by the State of !llinoisin a temporary pOSl tion . -

]

- Judges' Retirement System .of llinois
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7.

8.

9.

'DEATH BENEFITS * - L

. C. Annual Increasesin Survwors Annulty
" Increases of 3% of the current amount of annuity are granted to survivors in each January occurring on or after the commencement
of the annuity if the deceased participant died while receiving a retirement annuity. Intheeventofan active participant's death,

increases of 3% of the current amount of annuity are granted to survivors effective in January of the year next following the first .3

anmversaxy of the commencement of the annuity and i in January ofeach year thereafter.

D. Duratlon of Payment -
When all children, except for disabled chlldren are ineligible because of death marriage or attainment of age 18 or age

22 in the case ofa full-time student, the spouse's benefitis suspended if the spouse is under age 50 until attainment of such
age. A surviving spouse who remarries prior to age 50 would be disqualified for any future beneﬁt payments.

'

"The fol]owmg lump surn death benefits are payable to the named beneficiaries or estate of the partlcrpant onlyif there areno ehglble
survivors annmty beneficiaries surviving the deceased participant.

A. Beforé Retirement : S .
:IFthe partictpant's death occurs before retirement, a refund of total contributions in the partici_panl's account.

B. Afler Retlrement

[f the participant's deith occurs after retn‘ement a refund of the excess of contributions over anm.nty payments, if any.
The following lump sum death beneﬁt 1s payable to the named beneficiaries or estate oftbe survwor

A Death of Survivor Annuitant
Upcn death of the survivor annuitant with no further survivors' annu:ty payable, a refund of excess contributions over total
retirement and survivors' annulty payments ifany. ’

DlSABIIUTY BENEFIT v
".A. Permanent Total Disability ’
A participant who becomes totally and permanently disabled while serving as a judge with at least 10 years of creditis
“eligible for an unreduc¢ed retirement annuity regardless of age. Ifdisability is service-connected, the annuity is subject to
reduction by amounts received by a part:c:pant under the Workers' Compensatlon Act and the Workers' Qccupational

Discases Act.

_B. Temporary Total Dlsablllty : .
A partlc:pantwuh atleast 2 years of service as a]udge who becomes totally d:sabled and unable to perform the duties as
ajudge is entitled to a temporary disability beneflt equal to 50% of salary payable during disability but not beyond the
end of the term of office.

REFUNDOECONTRIBUTIONS S

A part:crpantwho terminates service as g judge may obtain a refund of total con tributions made to the System without interest,

provided the participantis not lmmedxately eligible to receive a retirement annuity. By aceeptmga refund, a participant forfeits

all accrued nrrhts and benefits in the System for his or herselfand beneftctanes -

¢

An unmarrled participant ora married partxctpantwho hecomes unmarrled either before orafter retlrement is entltled toa
refund of contributions made forthe survwors annuity benefi :

.\,i

L ma gl



| L 3Legis/aﬁve Se_‘cﬁap'
LEGISLATION o e

LEGBLAHVEAMENDMENTS - T

Legislative anief)dments with an effective date during fiscal yéar20‘00 having an impact on the System were:

HouseB|IH6]2(PA 90- 0731 effechve}ulyl ]999) . L | Do o

1. Amends the general provisions of the Hlinois Pension Codeto provide fora method 1o recognize the existence of an altefnate payee's

- right to receive all or a portion of a member” saccrued beriefitsina retirement system through the issuance of a Qualified Illinois
Domestic Relatlons Order (QILDRO) pursuant to Sechon 503 (b}(2) of the Illinois Mamage and stsolutton of Mamage Act.-

Judge;” Retirement System of f/linois

L

Senm‘e Bill 1820 (PA 9. 0653 effective Decemberlﬂ ]999)

1. Providesthata partu::pantwho has attained age 60 and is ehguble 10 receive the maximum rate of annuity may elect to have his or
her contributions based only on the salary increases received on or after the date of the election, rather than on the total salary . =
received, This provision, however, does nof app]y toa partlmpantwho previously elected to discentinue contnbutmns to the System,
unless such previous eleetlon isrevoked. : '

2. Allowsa participantto rescind his or her election to discontinue contributions by (1) filing with the System’s Board prior to January -
1, 2000 a letter canceling the election to discontinue contributions and (2) paying to the System an amount equal to the total of the
discontinued conlnbutlons pIus interest therean at 5% perannum. - B RN |

. - B N
\ . ~ |

‘ Prov:des that the early retirement penalty for those participants who retire prior to age 60 with less than 28 years of semce shall be
[ reduced by 5/12 of 1% for every ‘month of service in the System in excess of 20 years thereby allowing a participant with at least 26
.'_ l - ' years of service in the System to retire at age 55 without any reduction in his or her retirement anmuity, ‘ ,

~

NEWLEGISLATION ~ ~ + 'i' R

fL - Leglslahve amendments with an effective date subscquent to_]une 30 2000 hawng an unpacl on the System were: - S

1.  Allows a surviving spouse to remarry pnor to the attainment of age 50 without heing dlsquahﬂed for the recelpt of asurvivor’s
annuity prov:ded such remarriage occurs on or after the effective date of this amiendatory Act. :

u

- House B|||1533 (P.A: 9] 0887 effechve]ulyé 2000) .o E ‘. : B
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