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STATE EMPLOYEES’ RETIREMENT SYSTEM OF ILLINOIS
1201 South Fifth Street Springfield, IL 62706 2.17/782-7008

January 10, 1977

The Honorable James R. Thompson
Governor of the State of Illinois
Springfield, Illinois

Dear Governor

On behalf of the Board of Trustees of the State Employees'
Retirement System of Illinois, I take pleasure in submitting
herewith the Annual Report of the Board for the fiscal year ended
June 30, 1976.

Respectfully Submitted,

~~~& Poºk, y
e
.

Chairman



STATE EMPLOYEES’ RETIREMENT SYSTEM OF ILLINOIS
1201 South Fifth Street Springfield, IL 62706 2.17/782-7008

Board of Trustees
State Employees' Retirement System
Springfield, Illinois

The annual report of the State Employees' Retirement System for the year
ended June 30, 1976 is submitted herewith. This report embodies essential
facts of a financial, statistical and actuarial nature concerning the
operations of the System covering a period from July 1, 1975 through June
30, 1976.

GENERAL OBSERVATIONS:

The current financial condition of the System has shown some improvement
during the year as evidenced by a comparison of the funding or security
ratio (net present assets divided by accrued actuarial liabilities) of 44.6%

for 1976 as compared to 43.6% as of 1975. This improvement is the direct
result of increased revenues generated from employee and employer contribu
tions as well as income from the investment of System reserves.

While the funding policy of the State has remained on a "payout" basis
(annual benefit payments plus administrative expenses), this policy continues
to evidence further movement toward minimum actuarial requirements due to the
progressive increase in benefit payment levels. This fact notwithstanding,
projected payout levels, as illustrated below, require careful consideration
of this policy in the near future based on the State's current fiscal condition,
as well as the possibility of Federal intervention resulting from extension
of the Employee Retirement Income Security Act of 1974 to the public sector.
Benefit payout projections at five year intervals to the year 2000 as furnished
by the System's Actuary follows:

Year Ended Amount of Pension
June 30 and Benefit Payouts

1980 $ 84,300,000

1985 122,800,000

1990 161,400,000

1995 194, 200,000

2000 222,000,000



REVENUES:

The primary sources of income to the System are the contributions received
from active members and the State, as well as income earned on the invest
ment of reserves. During the 1976 fiscal year total revenues amounted to
$137.7 million. This represents an increase of $12.2 million, or 9.7% over
revenues received during the 1975 fiscal year.

FY-76. FY-75. Increase
Revenue Source (millions) (millions) Amount Percentage

Member Contributions $ 47.5 $ 45.3 $ 2.2 4.9%

State Contributions 58. 1 51.9 6.2 11.9%

Investment Income 32.1 28.3 3. 8 13.4%

Total #7. $125.5 $12.2 9.7%

Member contributions to the System are fixed by Statute and are applied on
a payroll deduction basis as a percentage of base salary applicable to the
position held. Due to the split system approach utilized in 1968 to adopt

social security coverage for State employees, different contribution rates
are applied depending on whether an employee in service, or on an authorized
leave of absence in 1968, opted for or against the plan of coordination.
Most State employees becoming members after October 31, 1968 automatically
participate in the coordinated plan. While the trend toward a gradual in
crease in the annual dollar amount of member contributions continues, due
primarily to salary increases, the percentage increase continues to decline
since most new employees participate in the coordinated plan. Statistics
regarding membership and contribution rates follow:

Increase (Decrease)
Active Membership FY-76 FY-75 Amount Percentage

Coordinated Members 59693 58680 1013 1.7%

Non-Coordinated Members 18300 20257 (1957) (9.7%)

Base Earnings Reported for
All Members (millions) $864. 2 $808.6 $55.6 6.9%

Member contribution rates for coordinated and non-coordinated employees did
not change during the year. However, an increase in the social security
taxable wage base from $14,100 to $15,300 was effective January 1, 1976.

The State contribution rate, which is also applied as a percentage of base
earnings, is determined annually by the Actuary and certified by the Board
of Trustees. Annual appropriations are approved by the General Assembly for
each participating State Agency and are dispersed to the System by the
Comptroller through trailer warrants written as a function of the payroll
process. The increase in employer contributions for the 1976 fiscal year



resulted from an increase in the employer contribution rate as well as the
base earnings of active members participating during the year.

Contribution Rates

FY-76 FY-75 Increase
Members? (Percent) (Percent) Amount Percentage

Coordinated Rate 4.00% 4.00% 0 0

Non-Coordinated Rate 8.00% 8.00% O O

Social Security Rate 5.85% 5.85% O O

State

Retirement Rate
(All Members) 6.70% 6.40% . 3% 4.7%

Social Security Rate
(Coordinated
Members Only) 5.85% 5. 85% 0 O

*This schedule does not include special retirement rates applicable
to certain police and fire positions.

Increased investment income resulted from an increased dollar level of re
serves available for investment and continued emphasis in the area of fixed
income investments.

EXPENSES:

Benefit payments, the primary expense category of the System, continued to
increase during the year both from the standpoint of dollar amount and number

of recipients. This trend results from a higher base earnings level used to
compute new benefits as well as higher levels of State employment experienced
since establishment of the System in 1944. The increase in benefit payments
by type has remained relatively consistent, reflecting these factors. Admini
strative expenses incurred reflected a higher than normal increase due primarily
to the installation of a new filing system used for maintenance of member

records. One time expenses incurred in the installation of this system amounted
to $106,905.



FY-76 FY-75 Increase (Decrease)
Expenses (millions) (millions) Amount Percentage

Retirement Benefits $37.2 $32.7 $4.5 13.8%

Survivors Benefits 8. 6 7.8 ..
. 8 10.3%

Disability Benefits 9.4 8.1 1. 3 16.0%

Lump Sum Death Benefits 2. 3 2.4 (. 1) (4.2%)

Contribution Refunds 9.3 8.6 ..
. 7 8.1%

Administrative Expenses 1.2 1.0 —# 20.0%

Total $68.0 $60.6 $7.4 12.2%

Number of Recipients Increase
Type of Payments 6–30–76 6–30–75 Number Percentage

Retirement Benefits 12,969 12,063 906 7.5%

Survivors Benefits 4,699 4,351 348 8.0%

Disability Benefits 1,848 1,610 238 14.8%

While not deposited in nor dispersed from the Retirement Trust Fund, Social
Security taxes paid to the Federal Government on behalf of State employees

amounted to $65.9 million for the 1976 fiscal year as compared to $56.5
million during the 1975 fiscal year.

RESERVES :

At the close of the year, total reserves, which are the dollars available
to meet current and future benefit payments, amounted to $581.6 million.
These reserves increased in the sum of $69.7 million which represents the
excess of revenues amounting to $137.7 million over expenses of $68.0 million.
The following schedule illustrates the addition of these excess dollars to
the asset and reserve accounts of the System.



FY-76 FY-75
Assets

Cash

Receivables

Investments

Less Payables

Net Assets

Reserves

Member

Future Operations

(millions)

$ 3.8

5.5

573.6.

582.9

—º
$581.6

FY-76.
(millions)

$251.8

329.8

$581.6

(millions)

$ . 0

7. 9

505. 1

513. 0

(millions)

$229.5

282.4

$511.9

Increase (Decrease)

$ 3.8

(2.4)

Increase

$22.3

47.4

$69.7

Total System reserves amounting to $581.6 million represent net present
assets of the System as of the end of the 1976 fiscal year. A valuation
made by the System's Consulting Actuary as of the same date indicated total
accrued liabilities of the System to be $1,304.5 million resulting in an un
funded liability of $722.9 million. The unfunded accrued liability represents
the actuarially computed value of accrued and unfinanced pension credits.
It constitutes an accrued obligation of the State of Illinois to be discharged
by future appropriations by the State to the System.

INVESTMENTS:

The investment activity of the System, as provided by Article 22A of the
Illinois Pension Code, is under the complete control of the Illinois State
Board of Investment. As provided by Article 14–185 of the Code, cash
accruing to the System's Trust Fund not required for current operating
expenditures is to be transferred to said Board for purposes of investment
for the System. During the 1976 fiscal year $36.5 million was transferred
as compared to $35.5 million during the 1975 fiscal year.

The annual report of the Illinois State Board of Investment for the 1976

fiscal year reflects total income return on the assets under its management

of 5.95% on average cost and 6.36% on average market value. Securities by
type comprising the portfolio of the System and fiscal year 1976 average net
income yields on cost and market, based on the average of beginning and
ending cost and market values, were as follows:



Amount Percent Yields
(millions) of Total Percent on Percent on

Type of Investments Cost Market Cost Market Average Cost Average Market

Fixed Income Investments
(Illinois Bond Fund) $384.8 $365. 9 67.1%. 66.9% 7.35% 7.84%

Equity Investments
(Illinois Equity Fund) 185.5 177. 6 32.3 32.5 3.21% 3. 45%

Cash and Equivalents 3. 3 3. 3 .6 ..
. 6 × *:

$573.6 $546.8 100% 100% 5.95% 6.36%

Composite Composite

*Rate of return included in yield on Fixed Income Investments.

LEGISLATIVE AMENDMENTS:

During the 1976 fiscal year, several legislative amendments were passed by the
General Assembly and approved by the Governor affecting the operations and/or
benefit structure of the System. A summary of these amendments follows:

Senate Bill 184 — effective September 18, 1975. Provides that a member who prior
to January 1

,

1976 was employed by the State on a contractual basis could estab
lish pension credit for such employment up to a period not to exceed five years
by making the necessary contributions to the System before July 1

,

1976.

Senate Bill 236 – effective October 1, 1975. Provides that disability, widows,

and survivor benefits which are reduced by reason of social security benefit
shall not be further reduced by any subsequent increases in social security benefits.

Senate Bill 596 – effective October 1, 1975. Extends occupational death benefits
to a surviving spouse rather than only the widow of a deceased member. Provides
for refund of excess contributions by persons in positions for which alternate
retirement allowances are provided who failed to qualify under the alternate
formula. Provides that all annuity payments shall be effective the first of the
month following establishment of eligibility and continue through the end of
the month in which eligibility ceases. Establishes subrogation rights for the
System when occupational disability or death benefits are paid and a third party
settlement is involved. Provides that the System may require the disclosure of
social security numbers by members and may use such numbers for record maintenance
purposes.

Senate Bill 659 – effective September 5
,

1975. Amends various sections of the
Reciprocal Act contained in the Illinois Pension Code. Removes certain inequities
in the law which tended to restrict freedom of transfer of employment among public
agencies within the State. Provides that in the calculation of final average
salary, employment in all agencies under the various systems involved should be
considered.

Senate Bill 1105 – effective October 1
,

1975. Authorizes both the Comptroller
and the Director of Finance to designate an employee from the same agency to
serve in his or her place on the Board of Trustees.



House Bill 459 — effective October 1, 1975. Provides that a member may obtain
fractional monthly pension credit for employment rendered after July 1, 1960.
Previously such credit could be established for employment only after July 1,
1963.

m

House Bill 574 – effective December 18, 1975. Increases the maximum monthly

amount of survivors annuity from $250 to $350 for a spouse only or for dependent
parents and from $350 to $500 for a spouse and dependent children or dependent

children only. Also provides that a mentally or physically disabled child is
eligible for survivors annuity benefits beyond age 18 so long as the disability
continues. Provides that the person filling the office of Governor would
continue to have an election with respect to membership in the State Employees'

Retirement System. (Also see House Bill 2784.)

House Bill 988 – effective September 11, 1975. Provides for retirement benefits
beginning at age 50 for a State policeman who terminates State employment after
twenty-five years of service but before attaining age 50. Increases the formula
for computation of retirement annuities for State policemen and increases their
contribution rate by one-half of one percent of salary.

House Bill 1160 – effective October 1, 1975. Provides that special agents of
the Illinois Bureau of Investigation are subject to the same retirement formula
and contribution rate as those applicable to State police.

House Bill 2784 – effective October 1, 1975. Provides that persons filling the
offices of Governor, Lieutenant Governor, Secretary of State, Treasurer,
Comptroller and Attorney General would participate in the General Assembly

Retirement System rather than in the State Employees' Retirement System.
(Also see House Bill 574.)

ADMINISTRATION AND REPORTING:

Under the direction of the Executive Secretary, administrative operations of
the System are accomplished by a staff of full-time employees which numbered

61 as of the end of the 1976 fiscal year, as compared to 59 at the end of the
1975 fiscal year. These figures do not include the Social Security Unit staff
of five employees.

Annual statements of account were mailed in August of 1976 to all active and
inactive members having an account balance of $1.00 or more as of June 30,

1976. Financial Statements for the 1975 fiscal year were also distributed to
all active and retired members.

The State Treasurer of Illinois is the Ex-Officio Treasurer of the System.

A11 moneys are deposited through the Treasurer's office who then orders these
funds credited to accounts maintained by the State Comptroller. Disbursements
are accomplished by vouchers authorized by the Executive Secretary and issued
to the State Comptroller.

The Board of Trustees must appoint an Actuary to perform all necessary actuarial
requirements of the System. These duties were performed by Mr. A. A. Weinberg,
Consulting Actuary, for the 1976 fiscal year.



The System must have an audit of its accounts annually by a certified public
accountant. This audit was performed under the direction of the Auditor
General by the firm of Ernst & Ernst for the 1976 fiscal year.

In addition to administering the retirement program, the System also performs

the function of State Social Security Administrator for all public employees

in Illinois. As State Administrator the System initiates social security
coverage agreements, collects and transmits social security taxes to the
Secretary of the Department of Health, Education and Welfare.

ACKNOWLEDGMENTS:

This report has been prepared through the efforts and cooperation of the
administrative staff, and the System's professional consultants. Their
assistance is hereby acknowledged with grateful appreciation.

Respectfully Submitted,
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Ernst&Ernst
First National Bank Building . Springfield, Illinois 62701 - Phone 217/528-2551

ACCOUNTANTS' REPORT

Board of Trustees
State Employees' Retirement System
of Illinois

and
Auditor General
State of Illinois

We have examined the balance sheet of the State Employees'

Retirement System Trust Fund of the State Employees' Retirement System
of Illinois as of June 30, 1976, and the related statements of revenue and
expenditures and changes in reserves for the year then ended. Our exami
nation was made in accordance with generally accepted auditing standards
and, accordingly, included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.
The financial statements for the previous year were examined by other
auditors.

In our opinion, the 1976 financial statements referred to above
present fairly the financial position of the State Employees' Retirement
System Trust Fund of the State Employees' Retirement System of Illinois at
June 30, 1976, and the results of its financial transactions for the year
then ended, in conformity with generally accepted accounting principles
applied on a basis consistent with that of the preceding year. The infor
mation included in the schedule of administrative expenses for the year
ended June 30, 1976 was derived from the accounting records tested by us
as part of the auditing procedures followed in our examination of the
aforementioned financial statements and, in our opinion it is fairly
presented in all material respects in relation to the financial state
ments taken as a whole.

2é.<rré.e.
Springfield, Illinois
December 3, 1976

E&E
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BALANCE SHEETS

STATE EMPLOYEES' RETIREMENT SYSTEM

ASSETS

Cash

Receivables:
Contributions receivable:

Participants
Employing State agencies

Other accounts receivable

Investments - equity in the State
Employees' Investment Fund of the
Illinois State Board of Investment
(market value: 1976 – $546,848, 483;

1975 — $462, 198,963) - Note B

LIABILITIES

Benefits payable
Refunds payable
Administrative expenses payable

Reserves:
For participants' contributions
For future operations

Actuarially-determined accrued benefit
cost - Note C

Less funded reserves of the System
Unfunded accrued benefit cost -

representing an obligation of
the State of Illinois

See notes to financial statements.

June 30, June 30,
1976 1975

$ 3,764, 437 $ 39,974

2, 310, 377 3,487,595
2,984, 743 4, 184, 870

215, 243 183, 735
5,510,363 7,856, 200

573, 602, 103 505,050,292

$–282-876-203 S-312-946-486

$ 850, 111 $ 793,061
477,978 214,431

17,535 74,725
1, 345,624 1,082, 217

251,772,923 229,511,987
329, 758, 356 282,352,262
581,531, 279 511, 864, 249

§ –384-816,993 $ 312-34%-46%

$1,304, 455,262 $1,173,777, 118
581,531, 279 511,864,249

$ 722,923,983 $ 661,912, 869

– 11 —



STATEMENTS OF REVENUE AND EXPENDITURES

STATE EMPLOYEES' RETIREMENT SYSTEM

Revenue:
Contributions:

Participants
Employing State agencies
State Pension Fund

Net investment income
Repayment of contributions refunded
Interest received from participants

Expenditures:
Benefits:

Retirement annuities
Survivors' annuities
Disability benefits
Lump sum death benefits

Refunds

Administrative expenses

Transfers to reciprocating
retirement systems

Excess of revenue over expenditures

See notes to financial statements.

Year Ended June 30

1976

$ 47, 168, 304

1975

$ 44,956, 204
57,898, 332 51, 747,834

173,000 178,600
105,239,636 96,882,638

32,051,811 28, 346,030
281, 610 227,428
83, 727 93,675

137,656, 784 125,549, 771

37,171, 787 32,650,218
8,600, 668 7,784, 809
9,384, 124 8, 124,471
2,285,270 2,411,329

57, 441,849 50,970,827
9,235, 848 8,602,390
1, 250,217 1,025,554

61, 840 2,848
67,989, 754 60,601,619

$–69–661-030 $–64. 248-132
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NOTES TO FINANCIAL STATEMENTS

STATE EMPLOYEES' RETIREMENT SYSTEM

June 30, 1976

Note A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting:

The financial transactions of the State Employees' Retirement System

Trust Fund (System Trust Fund) are recorded on the accrual basis.

Investments:

Equity of the System Trust Fund in the State Employees' Investment Fund
of the Illinois State Board of Investment represents the underlying net assets
of the investment fund valued on the basis of cost.

Office Equipment:

Expenditures for equipment are charged to administrative expenses. The
equipment acquisitions are also recorded in property control records at cost
for accountability purposes.

Note B – INVESTMENTS

Investments of the System Trust Fund are managed by the Illinois State
Board of Investment pursuant to Article 22A of the Illinois Pension Code and

are held in the State Employees' Investment Fund of that Board. Net assets of
the investment fund at June 30, 1976 and 1975 comprised the following:

June 30, 1976 June 30, 1975
Market Market

Cost Value - Cost Value
Investments:

Illinois Equity Fund
(15,876,900 and
15, 305,680 units,
respectively) $185,515,633 $177, 588,566 $179,654,718 $162,254,265

Illinois Bond Fund
(40,512,681 and
31, 215,521 units,
respectively) 384, 746,913 365,920, 360 303,000, 751 277,580, 804

Bank time deposits 17,500,000 17,500,000
Corporate short

term notes 3, 325,000 3,325,000 4,771,000 4,771,000
Other assets - net 14,557 14,557 123,823 92,894

Net assets $573,602, 103 $546,848,483 $505,050,292 S462, 198-963
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NOTES TO FINANCIAL STATEMENTS – CONT'D

Note C – BENEFITS

The retirement system is governed by Article 14 of the Illinois Pension
Code and benefits under the system are defined in the Code. A11 persons entering
State service, except in positions subject to membership in other State sponsored
retirement systems, become members of the State Employees' Retirement System upon
their first day of compensated employment. Administrative Code officers appointed
by the Governor may elect to become members of the system. Participating members
contribute specified percentages of their salaries for retirement annuities, sur
vivors' annuities and automatic annual increases in retirement annuities. The

total contribution rates are 4% if coordinated with social security and 8% if not
coordinated, except that the rates are either 9% or 9-1/2% for members in certain
employment categories who are eligible for benefits under alternative formulas.
Participants' contributions are fully refundable, without interest, upon with
drawal from State employment. The State of Illinois is obligated by statute to
contribute, through department appropriations, the funds not otherwise provided
which are necessary to meet the cost of maintaining the system.

The calculations of the accrued benefit cost (arising from service credit
in periods prior to June 30, 1976 and 1975, respectively) were made by a consultin
actuary as of June 30, 1976 and 1975 on the basis of the entry-age normal cost
method. The more significant assumptions underlying the actuarial computations
are as follows:

Rate of return on

investments 5%

Average age at
retirement 64 years

Rate of turnover without
vested benefits A high scale at younger age levels,

becoming progressively lower as ages
advance – consistent with the System's
experience.

Mortality basis 1951 Group Annuity Mortality Table
(modified)

Salary increases 4% annual increase (1975 – 3-1/2%)

s

§
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SCHEDULE OF ADMINISTRATIVE EXPENSES

STATE EMPLOYEES' RETIREMENT SYSTEM

Personal services

Contributions to retirement system

Contributions for social security

Contractual services

Travel

Printing

Commodities

Equipment

Telecommunications

Operation of automotive equipment

Electronic data processing

Total administrative expenses

Year Ended June 30
1976 1975

$ 576,829 $ 474,889

38, 326 30,002

23, 397 18, 154

175,863 116,230

5,938 2,911

20, 272 7,486

40,210 12,454

71,833 16,939

16, 183 10,962

672 1,654

280,694 333,873

$1,220-21.1 slaoº-ºº:
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SUITE 1507 TELEPHon E:

14 EAST JACKSON BLVD. (312) 939 - 7124
(312) 922 r 4573
(3O5) 931 - 8267

A. A. WEIN BERG
CoNsULT IN C ACT UARY

CHICAGO 6C 604

C E R T I F I C A T I O N

We have completed an actuarial valuation of the assets and

liabilities of the State Employees' Retirement System of Illinois

as of June 30, 1976 and June 30, 1975.

Present assets and current liabilities as of the aforesaid dates

were derived from financial statements submitted by the Secretary

of the System.

In our opinion, the accompanying comparative Valuation Balance

Sheets fairly present the financial condition of the State

Employees' Retirement System, as of the dates indicated, giving

effect to accrued liabilities and reserve requirements under the

applicable law in force at the respective dates.

~,
-> -\

<- <<^^2-6--
A. A. Weinberg

Actuary
|

November 15, 1976
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State Employees' Retirement System

WALUATION BALANCE SHEET

At June 30, 1976 and June 30, 1975 in Comparison

ASSETS

PRESENT ASSETS 1976 1975

Cash $ 3,764,437 $ 39,974
Accounts Receivable 5,510,363 7,856,200
Investments 573,602,103 505,050,292

DEFERRED RECEIWABLE

Due from the State of Illinois
for Unfunded Accrued Pension
Credits 722,923,983 661,912,869

TOTAL ASSETS $1,305,800,886 $1,174,859,335

LIABILITIES AND RESERVES

CURRENT LIABILITIES

Benefits Payable $ 850,111 $ 793,061

Refunds Payable 477,979 214,431

Administration Expense 17,534 74,725

RESERVE LIABILITIES

Liability for Retirement and
Survivors' Annuities in Force
and Pension Credits for
Active Members 1,304,455,262 1,173, 777, 118

TOTAL LIABILITIES
AND RESERVES $1,305,800,886 $1,174,859,335

– 18 –
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BALANCE SHEET ASSETS

Fiscal Year
Ending June 30 Cash Receivables Investments Total

1967 $ 474,917 $3,623,223 $158,963,683 $163,061,823

1968 590,659 9,095,635 191,542,831 201,229,125

1969 3,659,339 9,721,205 225, 189,129 238,569,673

1970 2,868, 729 5,064, 179 265,117,967 273,050,875

1971 401,866 5,137,043 315,868,292 321,407,201

1972 949,662 4,851,894 337,711,455 343,513,011

1973 1,124,150 3,855,884 392,386,370 397, 366,404

1974 l, 358,242 5,550,862 441, 204,262 448, 113,366

1975 39,974 7,856,200 505,050,292 512,946,466

1976 3,764,437 5,510,363 573,602,103 582,876,903

BALANCE SHEET LIABILITIES

Fiscal Year Accounts Reserve For Reserve For
Ending June 30 Payable Member Contributions Future Operations Total

1967 $ 704,192 $111,762, 996 $ 50,594,635 $163,061,823

1968 477,439 127,466,271

-

73,285,415 201,229, 125

1969 5,017,553 136,726,389 96,825,731 238,569,673

1970 573,988 144,124,835 128,352,052 273,050,875

1971 482,610 156,521,044 164,403,547 321,407, 201

1972 808, 609 174,729, 172 167,975,230 343,513,011

1973 1,100,726 193,150,279 203,115,399 397, 366,404

1974 1,197,269 208,356,891 238,559,206 448,113,366

1975 1,082,217 229,511,987 282,352,262 512,946,466

1976 1, 345,624 251,772,923 329,758,356 582,876,903
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ANALYSIS OF FUNDING

Unfunded
Fiscal Year Net Real Accrued Reserve

Ending June 30 Assets Liability Requirement

1967 $162,357,631 $255,670,544 $ 418,028, 175

1968 200,751,686 265,632,530 466,384,216

1969 233,552,120 269,580,019 503,132,139

1970 272,476,887 279,163,111 551,639,998

1971 320,924,592 396,462,891 717,387,483

1972 342,704,402 468,887,461 811,591,863

1973 396,265,678 516,633,117 912,898,795

1974 446,916,097 572,116,385 1,019,032,482

1975 511,864,249 661,912,869 1,173,777, 118

1976 581,531, 279 722,923,983 1,304,455,262

REVENUES BY SOURCE

Fiscal Year Member State Investment
Ending June 30 Contributions Contributions Income

1967 $19,984,742 $ 9,889,351 $ 6,076,849

1968 23,510,567 28,271,625 7, 214,144

1969 23,569,519 29,597,348 7,281,358

1970 24, 351,890 31,786,205 13,322,444

1971 27,370,573 36,801, 296 15,500,326

1972 34,293,906 33, 198,611 (11,406,837)

1973 38,096, 473 39,068,840 19, 174,915

1974 40,306,572 41,549,357 23,817,892

1975 45,277, 307 51,926,434 28,346,030

1976 47,533,641 58,071,332 32,051,811

Rate of
Funding

38.8%

43.0

46.4

49.4

44.7

42.2

43.4

43.8

43.6

44.6

Total

35,950,942

58,996,336

60,448,225

69,460,539

79,672,195

56,085,680

96,340,228

105,673,821

125,549, 771

137,656,784
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EXPENSES BY TYPE

Fiscal Year

2 Ending June 30

1967

1968

1969

1970

1971

1972

1973

1974

1975

1976

Contribution Administrative
Benefits Refunds Expenses

$15,256,391 $3,987,670 $ 370,142

17,009,712 3,592,570 416,767

19,447,994 8, 199,796 459,813

22,018,707 8,517,066 510,901

25,623,031 5,601,459 579,028

30,292,935 4,012,935 644,557

36,015,006 6,020,424 743,522

44,164,205 9,980,751 878,446

50,970,827 8,605, 238 1,025,554

57,441,849 9,297,688 1,250,217

Total

$19,614,203

21,019,049

28,107,603

31,046,674

31,803,518

34,950,427

42,778,952

55,023,402

60,601,619

67,989,754

BENEFIT EXPENSES BY TYPE

Fiscal Year Retirement Survivors Disability Lump Sum
Ending June 30 Annuities Annuities Benefits Death Benefits Total

1967 $10,184, 111 $2,421,128 $1,414,626 $1,236,526 $15,256,391

1968 11,086,387 2,925, 121 1,567, 167 1,431,037 17,009,712

1969 12,111,419 3,533,700 1,948, 186 1,854,689 19,447,994

1970 14, 142,829 4,027,678 2,240,226 1,607,974 22,018,707

1971 16, 272,616 4,549,625 2,955,476 1,845,314 25,623,031

1972 18,938,860 5,299,054 3,952, 349 2,102,672 30,292,935

1973 22,300,169 6,127,247 5,418,505 2,169,085 36,015,006

1974 28,076,974 6,934,764 7,071,054 2,081,413 44,164,205

1975 32,650, 218 7,784,809 8,124,471 2,411,329 50,970,827

1976 37,171,787 8,600,668 9,384,124 2,285,270 57,441,849
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NUMBER OF RECURRING BENEFIT PAYMENTS

Fiscal Year Retirement Survivors Disability
Ending June 30 Annuities Annuities Benefits

1967 6,789 1,678 4.32

1968 7,070 1,976 458

1969 7,523 2,325 497

1970 8, 179 2,613 582

1971 8,646 2,880 7.59

1972 9,319 3, 347 968

1973 10, 118 3,642 1,229

1974 11,031 3,997 1,447

1975 12,063 4,351 1,610

1976 12,969 4,699 1,848

TERMINATION REFUNDS – NUMBER/AMOUNT

Fiscal Year
Ending June 30 Number Amount

1967 4,698 $3,876,455

1968 3,709 3,468,469

1969 6,210 8,017,966

1970 6,794 8,339,575

1971 5,278 5,383,067

1972 7,536 3,727,702

1973 13,389 5,616,751

1974 15,044 9,531,584

1975 13,777 8, 180,657

1976 15,820 8,840,660

Total

8,899

9,504

10,345

11,374

12,285

13,634

14,989

16,475

18,024

19,516
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SUMMARY OF RETIREMENT SYSTEM PLAN

PURPOSE

The State Employees' Retirement System of Illinois, a State Agency, provides
an orderly means whereby aged or disabled employees may be retired from
active service without prejudice or hardship and enables the employees to
accumulate reserves for old age, disability, death and termination of
employment.

ADMINISTRATION

Responsibility for the operation of the System and the direction of its policies
is vested in a Board of Trustees of five members, composed of representatives of
both the employees and the State of Illinois. The administration of the detailed
affairs of the System is the responsibility of the Executive Secretary who is
appointed by the Board of Trustees. Administrative policies and procedures are
designed to insure an accurate accounting of funds of the System and prompt
payment of claims for benefits within the applicable statute.

EMPLOYEE MEMBERSHIP

All persons entering State service become members of the System upon their
first day of employment unless their position is subject to membership under
another State supported system. Administrative code officers appointed by the
Governor may elect to become members of the System.

MEMBER CONTRIBUTIONS

Members are required to contribute a percentage of salary as their share of
meeting the cost of the various benefits. Contribution rates are as shown
below:

A. Members Coordinated With Social Security - 4% of Salary

B. Members Without Social Security – 8% of Salary

C. State Police and IBI Agents - 93% of Salary

D. Certain Firefighters and Certain Air Pilots - 9% of Salary

Members coordinated with Social Secºrity also pay the current Social Security
tax rate.

RETIREMENT PENSION

A. Qualification of Member

Upon termination of State service, a member is eligible for a pension
at age 60 with at least eight years of pension credit; at any age with
35 or more years of credit; between ages 55 and 60 with 30 to 35 years



of credit with the pension reduced by one-half of 1% for each month
the member is under age 60.

State police, IBI agents and certain firefighters are eligible at age -

50 with at least 25 years of pension credit or at age 55 with at least |
20 years of pension credit in such a position. Certain air pilots are
eligible at age 55 with 20 or more years of such pension credit.

Amount of Pension

The pension is based on the member's average final compensation, and
the number of years of pension credit that has been established.

The pension formula reflects a graded or progressive method according to
length of service as follows:

Employees Employees
Years of Under Not Under
Credit Social Security Social Security

Each of the First
10 Years of Credit 1.0% 1.67%

Each of the Next
10 Years of Credit 1.1% 1.9%

Each of the Third
10 Years of Credit 1.3% 2.1%

Each Year Above 30 1.5% 2.3%

For State police and IBI agents the formula is 2%% for each of the first
ten years, 2%% for the second ten years and 2 3/4% for over 20 years.
For certain firefighters and certain air pilots the formula is 2% for
each of the first ten years, 2%% for the second ten years and 2%% for
over 20 years.

The maximum pension payable is 75% of average final compensation.

Optional Forms of Payment

Reversionary Annuity - A member may elect to receive a smaller pension
during his lifetime in order to provide a spouse or a designated dependent

with a lifetime income. That payment would be in addition to any other
benefit payable by the System.

Level Income - A member who contributes to Social Security as a State
employee may elect to have his pension payments increased before age 65
and reduced after that age to provide a uniform pension income throughout

his retired life. To be eligible for this election the member must have
established eligibility for a Social Security pension.
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D. Annual Increases in Pension

Post retirement increases of 2% of the original pension are granted
to members effective each January 1.

6. SURVIVORS ANNUITY

A. Qualification of Survivor

If death occurs while in State employment the member must have established
at least 18 months of pension credit. If death occurs after termination
of State service and the member was not receiving a retirement pension,
the member must have established at least eight years of pension credit.

An eligible spouse qualifies at age 50 or at any age if there is in the
care of the spouse any unmarried children of the member under age 18;
dependent unmarried children under age 18 if no spouse survives; dependent
parents at age 50 if neither an eligible spouse nor children survive the
member.

Amount of Payment

If the member's death occurs before retirement, the named beneficiary
receives a lump sum refund of all of the pension contributions made by

the member, excluding contributions for widows and survivors benefits.
A single lump sum payment of $1,000 is also made immediately to the
survivor beneficiary of the member.

An eligible spouse receives a monthly annuity equal to 30% of the member's
average final salary subject to a maximum of $300. If children of the
member are under the care of the spouse, the annuity is increased for each
child, subject to a maximum of $500. If only eligible children survive,
the monthly annuity may not exceed the lesser of $500 or 80% of final
average salary. The maximum combined monthly payment to parents may not
exceed $300. If the member's death occurs after retirement or after termi
nation of State employment but before the member receives a pension, the
monthly benefit is further limited to 80% of the pension received or
earned by the member. Monthly benefits payable to survivors of a member
who was covered by Social Security as a State employee are reduced by

one-half of the amount of benefits they are entitled to from Social Security.

Duration of Payment

The monthly annuity payable to a spouse terminates upon death or remarriage;
to children upon death, marriage or attainment of age 18, except for a child
who at age 18 is physically or mentally disabled and unable to accept gain
ful employment.

7. WIDOW'S ANNUITY OPTION

The widow of a male member who was a participant in the System prior to July
19, 1961 may have the option of taking a widow's annuity rather than the
survivor's annuity.
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Qualification of Widow

An eligible widow receives a widow's annuity if she is age 50 or over
or has in her care unmarried children under age 18 of the member. If
she is not age 50 and has no such children in her care, she becomes
eligible at age 50.

Amount of Payment

The widow's annuity consists of a lump sum payment of $500, plus a monthly
annuity equal to 50% of the pension earned or received by the member at
the date of death. If the widow has in her care eligible children of the
member, the monthly annuity is increased because of each child, subject to
a maximum payment equal to 66 2/3% of the earned pension. Monthly benefits
payable to a widow of a member who was covered by Social Security as a

State employee are reduced by one-half of the amount of benefits she is
entitled to from Social Security.

Duration of Payment

The monthly payment to the widow continues for her lifetime whether or not
she remarries. If the amount of benefit was increased because of eligible
children it is adjusted downward as these children's benefits are termi
nated (death, marriage or attainment of age 18).

OCCUPATIONAL DEATH BENEFIT

A. Qualification of Survivors

If a member's death results from an injury on the job or a job related
cause, the spouse may be eligible for an occupational death benefit. If
only unmarried children under age 18 survive, they would be eligible for
the benefit. If neither a spouse nor eligible children survive a dependent
father or mother would be eligible.

Amount and Duration of Payment

The nominated beneficiary receives a lump sum payment consisting of all
contributions made by the member plus interest credited to his account.

A surviving spouse is entitled to a monthly benefit equal to 50% of the
member's yearly earnable compensation for the twelve months preceding
death, payable until remarriage. If children under age 18 also survive,
the annuity is increased by 15% of such average because of each child
subject to a maximum of 75%. If there is no spouse, or if the spouse

remarries or dies before all children have attained age 18, each child
receives a monthly allowance of 15% of average salary.

The combined payment to children may not exceed 50% of the member's
yearly earnable compensation. Payments to or on account of children
terminate upon their death, marriage or attainment of age 18.
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If there is no spouse or eligible children a benefit of 25% of yearly
earnable compensation is payable to each surviving dependent parent for
life.

The monthly benefit is reduced by any payments awarded under the
Workmen's Compensation or Occupational Diseases Acts.

9. OTHER DEATH BENEFITS

If the beneficiaries of the member do not qualify for any of the previously
described death benefits, one of the following benefits is payable.

A. Before Retirement

If the member's death occurred while in State service the benefit con
sists of: (1) a refund of all contributions plus interest credited to
the member's account; and (2) a payment equal to one month's salary
for each full year of pension credit not to exceed six months salary.
The minimum payment is equal to one month's salary.

If the member had terminated State service but not yet qualified for a
pension the benefit consists of a refund of all of the member's contri
butions to the System plus the interest credited to the member's account.

B. After Retirement

The benefit consists of a lump sum payment equal to the excess of contri
butions plus interest credited to the member's account over the total
amount of pension payments made to the member. The minimum payment is
$500.

10. NON-OCCUPATIONAL DISABILITY BENEFITS

A. Qualification and Amount of Payment

Available to any member under age 65 who has established at least one
and one-half years of creditable service and who has been granted a
disability leave of absence by his employing agency. The benefit is 50%

of earnable compensation plus a credit to the member's account of service
and contributions. It begins on the 31st day of absence from service on
account of disability.

If the member has Social Security coverage as a State employee, the bene
fit payable by the System is reduced by the amount of any disability
payment to which he is entitled under Social Security.

B. Duration of Payment

The member is eligible for the monthly benefit until any one of the
following events occurs: (1) disability ceases; (2) resumption of gain
ful employment; (3) payments are made for a period of time equal to
one-half of the pension credit established as of the date disability
began; or (4) attainment of age 65.



11. OCCUPATIONAL DISABILITY BENEFIT

12.

A. Qualification and Amount of Payment

Provided for any member under age 65 who becomes disabled as the direct
result of injury or diseases arising out of and in the course of State
employment.

The benefit is 75% of earnable compensation plus a credit to the member's
account of service and contributions. The cash benefit is reduced by any
payments received under the Workmen's Compensation or Occupational
Diseases Acts.

B. Duration of Payment

Monthly benefits are payable until any one of the following events occur:
(1) disability ceases; (2) resumption of gainful employment; or (3)
attainment of age 65.

If termination of the benefit is due to the member having attained age 65,

the member is entitled to a retirement pension based upon service credit
established as of that date.

SEPARATION BENEFITS

Upon termination of State employment a member may obtain a refund of the
contributions made to the System. By accepting a refund, a member forfeits
all accrued rights and benefits in the System for himself and his beneficiaries.
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