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3 I. Registration Report

The 1996 Master Roll of Attorneys contained the names of 68,819 attorneys as of October 31, 1996, after
which date the Commission began the 1997 registration process. This total does not include the 1,872
attorneys who first took their oath of office in November or December 1996. The total number of attorneys
licensed to practice law in Illinois for 1996 reflects a continued growth since 1985 of 3% each year, and an
overall increase of 40%.

Chart A shows further demographic information for attorneys registered in 1996 and Chart B shows the
breakdown by the registration categories set forth in Rule 756.

Chart A: Age, Gender and Years in Practice for Attorneys Registered in 1996
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Chart B: Registration Categories for 1996

Charts C and D show the distribution by Judicial Circuit and by County of the 52,589 registered attorneys
who report a principal business address in Illinois.

In addition to the 9,760 attorneys who pay a reduced fee because they neither practice nor reside nor are

employed in the state, another 6,470 attorneys report a business address outside Illinois but register to be able
to practice in Illinois. Those 16,230 attorneys are not included in Charts C and D.

Chart C: Registration By Judicial Districts for 1996
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Chart D: Registered Attorneys by County
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1I. Report on Disciplinary Matters and Non-Disciplinary
Action Affecting Attorney Status

A. Investigations

During 1996, the Commission docketed
6,801 investigations, a slight increase of 5%
over the 6,505 investigations docketed in 1995.
Those 6,801 investigations involved charges
against 4,451 different attorneys. This means
that about 7% of the registered attorneys
became the subject of a complaint in 1996, a
figure which is consistent over the past several
years. A little over a quarter of the 4,451 attorneys were the subject of more than one investigation, as shown
above.
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Charts 1 and 2 below report the classification of investigations docketed in 1996, based on an initial
assessment of the nature of the misconduct alleged, if any, and the type of legal context in which the facts
apparently arose. Chart 1 reflects that the most frequent areas of complaint, which are alleged in more than
50% of all investigations, are: neglect of the client’s cause, incompetence, failure to communicate with the
client, fraudulent or deceptive activity, and excessive fees.

As with prior years, the three areas of practice most likely to lead to a complaint of attorney misconduct
are domestic relations, criminal law, and tort, as shown in Chart 2.

Chart 1: Classification of Charges Docketed in 1996 by Violation Alleged
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Chart 2: Classification of Charges Docketed
in 1996 by Area of Law

If an investigation fails to reveal provable
misconduct, the Administrator will close the
investigation. If an investigation produces
evidence of misconduct, the case is referred to the
Inquiry Beard. The Inquiry Board operates in
panels of three, composed of two attorneys and
one nonlawyer, all appointed by the Commission.
An Inquiry Board has authority to vote a formal
complaint if it finds evidence to support a charge,
to close an investigation if it does not so find, or
to defer the investigation and place an attorney on
supervision under the direction of the panel
pursuant to Commission Rule 108. The
Administrator cannot pursue formal charges
without authorization by an Inquiry Board panel.

Comparatively few investigations result in the
filing of formal charges. Charts 3 and 4 show the
number of investigations docketed and terminated
during 1996, and the type of action which
terminated the investigations.

Chart 3: Investigations Docketed in 1996

Chart 4: Action Concluding Investigations
in 1996
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B. Hearing Matters

Once an Inquiry Board panel authorizes the filing of charges, a formal complaint setting forth all
allegations of misconduct pending against the attorney is filed, and the matter proceeds before the Hearing
Board. The Hearing Board functions much like a trial court in a civil case and is comprised of three panel
members, two lawyers and one nonlawyer, appointed by the Commission. Upon filing and service of the
complaint, the case becomes public. In addition to complaints alleging misconduct filed pursuant to Supreme
Court Rule 753, and complaints alleging conviction of a criminal offense under Rule 761, the Hearing Board
also entertains petitions for reinstatement pursuant to Rule 767, petitions for transfer to inactive status because
of impairment pursuant to Rule 758, and petitions for restoration to active status pursuant to Rule 759.

Chart 6 shows the activity before the Hearing Board in 1996. The number of disciplinary complaints
increased from 99 in 1995 to a record high of 121 in 1996.

Chart 6: Matters Before the Hearing Board in 1996

Although traditionally, most of the lawyers who are the subject of disciplinary sanctions have been in
practice ten or more years, there is a growing number of formal disciplinary complaints being filed against
attorneys in practice for fewer than ten years, including several against lawyers who have been licensed for
under five years. Of the 121 disciplinary complaints filed in 1996, 18 or 15% were filed against attorneys
less than ten years in practice, and 12 or 10% were filed against attorneys in practice for five years or less.
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Charts 7A and 7B show the types of misconduct alleged in the 121 disciplinary complaints filed during
1996 and the areas of practice in which the alleged misconduct arose. In large part, the categories most
frequently seen in formal complaints track the categories most frequently seen in the initial charges, as reported
in Charts 1 and 2.

Chart 7A: Types of Misconduct Alleged in Complaints Filed Before Hearing Board in 1996

1996 Annual Report 9




Chart 7B: Area of Law Involved in Complaints Filed Before Hearing Board in 1996

Chart 7C shows the number of investigations generated by reports filed by attorneys reporting another
attorney’s alleged misconduct over a five-year period between 1992 and 1996, and the percentage of those
reports that resulted in the filing of formal charges. Consistently, the reports submitted by attorneys were about
twice as likely to result in formal charges. In 1996, these reports accounted for about 9% of the investigations
docketed and 20% of the formal disciplinary charges filed.

Chart 7C: Attorney Reports

Percent
Charges of
Charges Voted Attorney
Voted Arising Reports
by From to
Inquiry Attorney Charges
Year Board Reports Voted
1992 277 50 18.0%
1993 241 48 19.9%
1994 247 54 . 21.8%
1995 277 38 13.7%
1996 300 60 20%
5-year
average 268 50 18.6%
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Chart 8 shows the type of action by which the
Hearing Board concluded the 82 cases terminated
during 1996.

Chart 8: Actions Taken by Hearing Board
in Matters Terminated in 1996

C. Matters Before the Review Board

Either the respondent or the Administrator can
file exceptions as a matter of right from the
recommendation of the Hearing Board. Those
exceptions are heard by the Review Board
consisting of nine attorneys appointed by the
Supreme Court, who sit in panels of three. The
Review Board entertains briefs and oral
arguments, and then issues a report and
recommendation  affirming, modifying or
reversing the recommendation of the Hearing
Board. The Review Board can also dispose of a
case by approving the filing of a petition for
discipline on consent pursuant to Rule 762(b).

Chart 9 shows activity at the Review Board
during 1996. The Review Board’s docket at the
end of 1996 (10) was less than half of what it was
in 1995 (25). The decrease was due in large part to
the fewer filings of exceptions by respondents and
to the Review Board’s implementation of
Commission Rule 302, amended -effective
December 1, 1995, which provides for the striking
of the notice of exceptions of an appellant who
fails to file a brief.

Chart 9: Trend of Matters in the Review
Board in 1996

D. Supreme Court - Disciplinary Cases

Only the Supreme Court has authority to
sanction attorneys for misconduct, except for a
Board reprimand which can be imposed in a
disciplinary case without order of the Court. The
Hearing Board and Review Board reports are
recommendations to the Supreme Court.

During 1996, the Court entered 115 sanctions
against 114 attorneys, representing a decrease from
the record 148 sanction orders entered in 1995, but
still being the third highest number of sanctions
entered since 1985. Chart 10 reflects the nature of
the orders entered.
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Chart 10: Disciplinary Sanctions Ordered
by the Supreme Court in 1996

Of the 115 sanctions entered by the Supreme
Court, 52 were entered pursuant to consent
petitions. Twenty nine of the 44 disbarments were
disbarments on consent.

During 1996, the Court heard arguments in
one disciplinary case: In re Richard A. Rinella, 93
CH 387 (M.R. 81878). The attorney in Rinella was
charged with four counts of professional
misconduct for engaging in sexual relations with
clients and testifying falsely before the
Commission. The Supreme Court issued an
opinion on February 20, 1997, approving the
findings and recommendation of the Hearing
Board and suspending the attorney for three years
and until further order of the Court. The Court
rejected respondent’s argument that he could not
be sanctioned for engaging in sexual relations with
his clients because no disciplinary rule specifically
proscribes such conduct. The Court found that the
respondent put his clients in situations where they
believed that if they did not submit to respondent’s
sexual advances, the representation by respondent
would be adversely affected, he compromised the
exercise of his professional judgment on their
behalf, and he failed to represent them with
undivided fidelity.

Chart 11 provides demographic information on
the 114 attorneys sanctioned during 1996. As was
true in prior years, the vast majority of attorneys
sanctioned during 1996 have practiced more than
10 years; all are over 30 years old; and most are

male. However, the number of attorneys less than
10 years in practice accounted for 19% of all
disciplined attorneys, more than double what it was
in 1995; nearly 75% of those attorneys were
disbarred or suspended for three years or more.
This suggests a trend of less experienced attorneys
getting into serious disciplinary trouble at earlier
stages in their careers.

Chart 11: Profile of Attorneys Disciplined
in 1996

County of Practice

Recidivism Rate

Of the 114 attorneys disciplined in 1996, 18
or about 16%, had

been disciplined in
the past. Of those
18 attorneys, half
were disbarred in
1996.
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Misconduct Committed by the 115 Lawyers Sanctioned in 1996 *
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Disciplinary cases reach the Court in several ways. Chart 13 reflects the actions taken by the Supreme
Court in disciplinary matters in varying procedural contexts in which those matters are presented.

Chart 13
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E. Supreme Court - Non-Disciplinary Action

In addition to activity in disciplinary cases, the Supreme Court entertains pleadings in non-disciplinary
matters that affect an attorney’s status. Chart 14 reflects the orders entered in such cases during 1996. In 1996,
891 disciplinary and non-disciplinary matters were filed with the Court, including 613 requests for transfer
to inactive status under Rule 770.

Chart 14: Non-Disciplinary Actions by the Supreme Court
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Chart 16: A Comparison
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III. ARDC Programs

A. Client Protection Program

The Client Protection Program was created by
the Illinois Supreme Court in 1994 under Rule
780, to reimburse clients who lost money or
property due to the dishonest conduct of attorneys
holding an Illinois license. The program may
reimburse losses of up to $10,000 for each client.
The majority of cases involving dishonesty involve
sums less than $10,000. The program does not
cover losses resulting from professional negligence
or malpractice and does not consider claims
involving contractual disputes or personal loans to
an attorney. Awards are made out of the
Disciplinary Fund. The rules governing the
administration of the program are contained in
Commission Rules 501 through 512.

Summary of Claims Approved

B. Ethics Inquiry Program

Begun in September 1995, the Commission’s
Ethics Inquiry Program is a telephone inquiry line
which provides Illinois attorneys and members of
the public with general research assistance and
information concerning hypothetical questions
about ethical dilemmas, the Illinois Rules of
Professional Conduct and the Rules of the
Commission. Callers are asked to present any
factual questions in the form of a hypothetical

“question because no legal opinion or advisory

opinion is being given. Any information that is not
given in the form of a hypothetical question is not
privileged. Callers are told that the ultimate
resolution of an ethical dilemma must be made by
the caller.

During 1996, the Ethics Inquiry Program
received over 2,200 calls from attorneys. This
figure does not include calls received from
nonlawyers. The most common subjects of inquiry
are:

4 Duty to report professional misconduct;
4 Client trust accounts;

¢ Jurisdictional limits on practice;

4 Conflicts:

+ former client
 lawyer’s own interest
4 Advertising
» professional designation
« targeted mailing
¢ Communications with parties represented by
counsel

A brochure describing the program can be obtained
by calling the ARDC in Chicago.

C. Education
Illinois Professional Responsibility Institute

In 1996, the Commission began an initiative,
in cooperation with members from the Chicago Bar
Association, Illinois State Bar Association and
Cook County Bar Association, to further the
Commission’s efforts to develop preventive and
remedial programs for attorneys on relevant ethics
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issues. The Institute’s main project was the
development of a course on law office
management training and client relations, known
as the Professionalism Seminar. Taught mostly by
select, volunteer practicing Illinois attorneys, the
course was first held in November 1996, and is
planned to be offered three to four times a year.
The course is limited to less than twenty students
and is primarily targeted for attorneys who have an
identified need for training in these areas or who
are required to attend as part of their disciplinary
sanctions. Any attorney interested in learning more
about the Institute or the Professionalism Seminar,
may call Mary F. Andreoni, Administrative
Counsel, ARDC, Chicago.

ARDC Video

In July 1996, the Commission released a video
entitled What is the ARDC? The 17-minute video
was created to help the public understand how a
lawyer disciplinary agency works. Narrated by Joel
Daly, ABC-Channel 7 television journalist and a
Chicago attorney, the video uses re-enactments of
actual cases to give consumers tips on how to
avoid disputes with their lawyer and when they
should turn to the ARDC if they think their lawyer
has done something dishonest or unethical. The
video was sent to cable television stations, public
and law libraries, community, public interest and
citizens groups, law schools and other interested
persons or groups. Any groups interested in
obtaining a copy of the video may call the ARDC
in Chicago.

ARDC Compiled Professional Responsibility
Decisions and Rules on CD-ROM

Since December 1995, the Commission has
published ARDC  Compiled Professional
Responsibility Decisions and Rules on CD-ROM,
a compilation of disciplinary decisions issued by
the Hearing and Review Boards of the
Commission, as well as a collection of published
Illinois Supreme Court opinions discussing legal
ethics issues arising under Illinois law, the 1990
Rules of Professional Conduct, and its predecessor,
the 1980 Code of Professional Responsibility (with

Committee Commentary). The Commission has
sold more than 1,000 copies since its first
publication. Updates of the CD-ROM are now
published twice a year. Anyone interested in
buying a copy ($20.00, plus tax) can call the
ARDC and request an order form or can buy it
directly from the CBA Shop, 321 S. Plymouth
Court, Chicago, IL 60604, (312) 554-2000.

Speeches and Presentations

The Commission continued its efforts to
familiarize attorneys with the ethics rules and
concerns by having its legal staff make more than
100 presentations to bar associations, law firms,
law schools, continuing legal education seminars
and civic groups. Any group interested in having a
Commission representative speak to their group,
may call Mary F. Andreoni, Administrative
Counsel, ARDC, Chicago.

IV.  Developments During 1996

A. Court Appointments
ARDC Commissioners
Retirement of Commissioner John P. Clarke

After three terms of service to the
Commission, John P. Clarke resigned as a
Commissioner of the Attorney Registration and
Disciplinary Commission, effective December 31,
1996. Appointed in 1987, Mr. Clarke was one of
the first three nonlawyer Commissioners of the
ARDC. As a Commissioner, Mr. Clarke set the
policies for the lawyer disciplinary system along
with two nonlawyer members and four lawyer
commissioners. As of March 1, 1997, Mr. Clarke
was appointed to serve as a nonlawyer panel
member on the Hearing Board.

Mr. Clarke also retired as the publisher of The
State Journal-Register, a position he held since
1968. A long-time resident of Springfield, Mr.
Clarke has served on the St. John’s Hospital
advisory board, which brought the establishment of
Southern Illinois University School of Medicine in

18
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Springfield, and he was also involved in efforts
that led to the establishment of Sangamon State
University in 1970, where he was president of the
university foundation. Born in Mattoon, Mr.

Clarke earned an MBA from Harvard University.

Appointment of Linda S. Culver as Commissioner

The Court appointed Linda S. Culver,
Regional President of First of America Bank
Illinois, N.A., Southern Region, to replace John P.
Clarke as a Commissioner, effective January 1,
1997. Ms. Culver received her undergraduate and
master degrees in accounting from the University
of Illinois and is a licensed C.P.A. A resident of
the Springfield area, Ms. Culver holds positions on
the boards of many community groups, including
the United Way of Central Illinois and the Greater
Springfield Chamber of Commerce.

Review Board

Retirement of the Honorable Albert Porter
(Retired)

On December 31, 1996, the Hon. Albert S.
Porter (Ret.), retired from his position on the
Review Board. Judge Porter was appointed to the
Review Board in 1991, the year following his
retirement as a judge in the Circuit Court of Cook
County, where he had been a judge for over twenty
years. He received his undergraduate degree from
the University of Illinois and his law degree from
John Marshall Law School in 1962, where he was
also an adjunct professor.

Appointment of Kevin M. Forde

Effective January 1, 1997, Kevin M. Forde
was appointed by the Court to serve on the Review
Board, to replace Albert Porter. Mr. Forde,
admitted to practice in Illinois in 1963, runs his
own law firm, Kevin M. Forde, Ltd., in Chicago, a
trial and appellate practice. A 1963 graduate of
Loyola University School of Law, Mr. Forde is a
past president of the Chicago Bar Association,
1981-82, and previously served on the boards of
the Appellate Lawyers Association and American

Judicature Society. He is general counsel and
litigation counsel for the Federal Judges
Association.

B. Commission Appointments
Hearing Board

Appointment of Charles Beckman as Chair of the
Hearing Board

After several years of operating without a
Chair of the full Hearing Board, the Commission
determined to appoint Charles T. Beckman, a
partner with the Dixon law firm of Ehrmann,
Gehlbach, Beckman, Badger & Lee, as the Chair,
and to give Mr. Beckman responsibility for the
administration of the sixty-five member Hearing
Board. Mr. Beckman was first appointed to the
ARDC Inquiry Board in 1984, and in 1986, he was
appointed to the Hearing Board. Mr. Beckman
attended Eastern Illinois University and graduated
with distinction from the John Marshall Law
School, Chicago. Admitted to the Illinois Bar in
1975, he concentrates his practice in personal
injury, worker’s compensation, real estate,
insurance defense, bankruptcy and civil litigation.
Mr. Beckman has long been an officer of the Lee
County Bar Association and is a member of the
Illinois State Bar Association and the Illinois Trial
Lawyers Association.

P
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BEPORT OF INDEPENDENT AUDITORS

Commissioners and Administrator of
Attorney Registration and
Disciplinary Commission of the
Supreme Court of lllinois

Chicago, lllinois

WQ have audited the accompanying statement of financial position of Attorney

ion and Disciplinary C ission of the Sup! Court of Hfiinois as of
December 31, 1986, and the related statements of activities and of cash flows for the
year then ended. Thess tinancial statements are the responsibility of the Commission.
Qur responsibility is to express an opinion on these financial statements based on our
audit.

We conducted our audit in ce with g Il pted auditing standards.

Those standards require that we pian and pertorm the audit to obtain reasonable
assurance about ther the financial are free from material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statoments An audit also includes assessing the accounting
principles used and signifi made by mar it, as well as evaluating the
overall financlal statement presentation. We believe that our audit provides 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 Atiorney Registration and Discipiinary C ission of

the Supreme Court of illinois as of December 31, 1996, and the results of its activities
and its cash fiows for the year then ended, in conformity with generally accepted

accounting principles.
%%Lcﬁ

February 7, 1997 -1-

CERTIFIED PUBLIC ACCOUNTANTS ANI CONSULTANTS

30 N, LASALCE STREET » SUITE 42001+ Cricacon 1L 606112+ M2 I6RA500 « 3123680746 FAX

ATTORNEY REGISTRATION AND
DISCIPLINARY COMMISSION OF

THE SUPREME CQURT OF ILLINOIS
STATEMENT OF FINANCIAL POSITION

DECEMBER 31, 199
ASSETS

Current assets:
Cash and cash equivalents
Accounts receivable - other than fees
Accrued interest receivable
Short-term investments (Note 4)
Prepaid expenses and inventory
Total current assets
Noncurrent assets:
Fixed assets net of accumulated
depreciation (Note 5)
Long-term investments (Note 4)
Totat noncurrent assets
Total assets
LIABILITIES AND NET ASSETS

Current liabilities:
Accounts payable and other accruals
Accrued compensated absences
Deferred fees
Reinstatement deposits

Total current liabilities

Long-term liabilities:
Accrued medicare replacement tunding (Note 8)
Deferred rent expense

Total long-term liabilities
Total liabilities
Net assets - unrestricted
Total liabilities and net assets
See accompanying notes to financial statements.

-2-

334,552
9,928
184,571
7,377,107

72,279

7,978437

887,678
__ 6052338

6,940,016

$ 14,918,453

382,657
156,614
5,315,023

— 4,000

__5858.204

464,471
2,678,748
3,143,219
9,001,513
5916940

$.34918453

ATTORNEY REGISTRATION AND
DISCIPLINARY COMMISSION OF
THE SUPREME COURT OF ILLINOI:

STATEMENT OF ACTIVITIES

YEAR ENDED DECEMBER 31, 1996

Revenues:
Attorney registration fees and charges earmned

$ 7462496
Investment income (Note 4):
{Decrease) in fair value of investments:
Sold during the year (21,594)
Heid at year end (186,146)
(207,740)

interest income 729,589

Net investment income 521,849

Costs collected 143,105

—_—123,000
Miscelianeous income 43,958

Total revenues 8171,408

Expenses (Note 3):
Salaries and related expenses 5,619,626
Travet 102,660
Postretirement benefits 57,590
Library and continuing education 127,417
General 1,750,114
Computer 128,215
Other 663,859
Ciient protection program 504,619
Depraciation ) 358,165

Loss on disposal of fixed assets 1,881

Total expenses 9,314,146

(Decrease) in unrestricted net assets (1,142,738}
Unrestricted net assets:
Beginning of year
Add:
Cumulative effect of change in accounting method (Note 2)

End of year

6,875,226

184,452

$,..5.916.940

panying notes to fi

ATTORNEY REGISTRATION AND
DISCIPLINARY COMMISSION OF
THE SUPREME COURT OF ILLINOIS

STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 1996

Cash flows from operating activities:
{Decrease) in unrestricted net assets
Adjustments to reconcile decrease in

unrestricted net assets to net cash
provided by (used in) operating activities:
-Decrease in market vaiue of investments:
Sold during the year
Held at year end
Depreciation
Postretirement benefits
Loss on disposition of fixed assets
(Increase) in assets;
Accounts receivable
Other assets
Increase {decrease) in liabilities:
Accounts payable and other accruais
Deferred fees
Deterred rent expense
Reinstatement deposits
Net cash (used in) operating activities
Cash flows from investing activities:
Acquisition of fixed assets:
Computer equipment
Office furniture and equipment
Library
Purchases of investments
Sales of investments - at cost
Net cash provided by invasting activities
Net increase in cash and cash equivaients
Cash and cash equivalents:
Beginning of year
End of year

$ (1,142,738)

21,584
186,146
358,165

57,580

1,881

(8,945)
(4,130)

158,062
89,815
81,645

(1,500)

{202,415}

(142,317)
(29,184)
(5.295)
(7.488,269)
8,100,103

435,038

232,623

101,829

334,552
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ATTORNEY REGISTRATION AND

DISCIPLINARY COMMISSION OF
THE SUPREME COURT OF ILLINOIS
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 199

Note 1. _ General Purpose Description

The Commission was appointed by the Htinois Supreme Court under Rules 751 through
756 of the Court etfective February 1, 1973 and subsequent additional rules and
amendments. The purpose of the Commission and the Office of the Administrator is to
maintain the Master Roll of Attorneys and to investigate and prosecute claims against
Htiinois attorneys whose conduct might tend to defeat the administration of justice or bring
the Court or the legat profession into disrepute.

On August 9, 1983 the Iinois Supreme Court adopted Rule 773 effective October 1,
1983. The rule provided that an attorney-respondent could be responsible for paying the
costs incurred in proceedings which led to the imposition of a disciplinary sanction.

On October 13, 1989 Rule 773 was amended eflective immediately. Attorney-
respondents have a duty to pay costs involved in the enforcement of certain Supreme
Court rules; costs incurred to compel witness testimony where the lawyer has not
cooperated with Commission proceedings; and, costs incurred to obtain records from a
financial institution when the institution's production followed a lawyer’s failure to provide
records. :

On October 20, 1989 the Supreme Court adopted Rule 769 effective November 1, 1988,
Every attomney has a duty to retain ali financial records related to the attorney's practice
for a period of not less than seven years.

On March 28, 1994 the lliinois Supreme Court adopted Rule 780 establishing the Client
Protection Program to reimburse claimants for losses caused by the dishonest conduct of
llinois lawyers. Pursuant to section (d) of the rule, the Commission annually allocates an
amount of money to pay these claims.

ATTORNEY REGISTRATION AND B
DISCIPLINARY COMMISSION OF
THE SUPREME COURT OF ILLINOIS

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 1996

Note 2. Summary of Significant Accounting Policies
a.  Basis of Presentation

The accompanying financial statements reflect the financia! position and
activities of the Commission. The Commission has adopted the
provisions of Statement of Financial Accounting Standards No. 117,
“Financial Statements of Not-for-Profit Organizations” (FASB 117). 1n
accordance with FASB 117 net assets are classified as unrestricted,
temporarily restricted or permanently restricted. Net assets are
generally reported as unrestricted unless assets are received from
donors with explicit stipulations that limit the use of the asset for the
reporting period. The Commission did not have any temporarily or
permanently restricted net assets.

b.  Cash and Cash Equivalents

For purposes of the statement of cash flows, cash and cash equivalents
include all deposits in checking and savings accounts. Money matiket
accounts and cash balances held in investment trust accounts are not
considered cash equivaients since the Commission intends to reinvest
these funds.

c. Investments

Investments are stated at fair value which generally represents quoted
market value as of the last business day of the year. investments in
‘money market accounts are carried at cost which approximates market
value. Bond premiums or discounts are not amortized.

Effective January 1, 1996 the Commission adopted the provisions of
Statement of Financial Accounting Standards No. 124, “Accounting for
Centain Investments held by Not-for-Profit Organizations”, which requires
investments in debt securities to be reported at fair value. The
cumulative effect on net assets at January 1, 1996 due to the change in
accounting method was an increase of $184,452.

.6-

ATTORNEY REGISTRATION AND
DISCIPLINARY COMMISSION OF

THE SUPREME COURT OF ILLINOIS

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1996

Note 2. Summary of Significant Accounting Policies (continued)

d.  Fixed Assets

Fixed assets are stated at cost. Depreciation and amortization are
provided over the estimated useful lives of the assets or asset groups
principally on the straight-line method. Upon disposal of assets, gains or
losses are included in current income. Leasehold improvements are
amortized over the lease period.

The estimated usefui lives of the fixed assets are as follows:

Computer and related equipment 3 years

Office furniture and equipment . § years
Library 7 years

Leasehold improvement 7 or 15 years

e.  Accrued Compensated Absences

The Commission's vacation policy provides time off for full-time salaried
employees based on each employee's years of service which are
computed from each employee's énniversary date of employment.
Employees are not permitted to carry over vacation time from year to
year without written approval from the Commission Administrator. An
accrual is included in the financial statements representing vacation time
earned but unused at December 31, 1996 along with its related
retirement contribution.

f. Deferred Fees

Deterred fees represent the annual registration feéls received prior to
year end which relate to the sybsequent calendar year.

g.  Deferred Rent Expense’ - . :

Deferred rent expense c,on‘\si’s}(s, gf a combination of “free rent" and a
lease incentive payment received from the landlord. These rent

ATTORNEY REGISTRATION AND
DISCIPLINARY COMMISSION OF

THE SUPREME COURT OF ILLINOIS

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 1996

Note 2. Summary of Significant Accounting Policies (continued)

h.  Income Taxes

The Commission is a tax-exempt organization as determined by the
Internal Revenue Service under Section 501(c)(6) of the Internal
Revenue Code.

Estimates

The preparation of financial statements in conformity with generally
accepted accounting principles requires the Commission to make
estimates and assumptions that affect certain reported amounts and

disclosures in the financial statements. Actual results may differ from
those estimates.

Note 3. _ Functional Expenditures by Object

An analysis of the Commission's functional expenses by object is as foliows:

Registration Client Administration

and Discipline _Protection  _and Support Total

Salaries and related

expenses $ 4584827 ¢ 97221 § 937,578 § 5.619,626
Travet - 77,308 1,087 24,265 102,660
Postretirement benefits 47,047 1.004 9,539 57,590
Library and continuing

education 104,156 2,221 21,040 127.417
General . 1,443,191 29,304 277,619 1.750,114
Computer 104,808 2,235 21,172 128,215
Other 579.548 10,221 740 663,859
Client protection program - 504,619 - 504.619
Depreciation 292,778 6,243 59,144 358,165

Loss on disposal of

deferrals and incentive payment are being amartized over the lifé of the fixed assets 1,537 33 311 1.881
lease on a straight-iine basis. c
g‘ Total § 7,235,200 § 654|188 $ 1424758 $ 9,314,146
.7- -8-
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DECEMBER 31, 1996
Note 4. Investmen!

All investment transactions are handled by the Trust Depariment of the First Americg
Bank - Springfield, N.A. and are held in safekeeping at the bank. Investments consist of

the following: Cost Market

U.S. Treasury notes and bills $ 11,272,559 § 11,249,269
Money market funds 2,180,176 2,180,176

Total § 13, 452'735 $ 13429445
Short-term investments are readily liquid investments that mature within one year.
Long-term investments are holdings with maturities in excess of one year.
Note 5. Fixed Assets
Changes in the fixed assets are as follows:

Balance Balance
1-1-96 _  Acquisitions Dispositions _12-31-96
Computer and related

ATTORNEY REGISTRATION AND
DISCIPLINARY COMMISSION OF
THE SUPREME COURT OF ILLINOIS

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1996

Note 6. __Collection of Fees

The Commission is funded by an annual registration fee assessed on lllinois attorneys.
The annual fee for the subsequent year is billed on November 1 and is due January 1.
The annual fee is sent directly by registering attorneys to a lock box located at the

U.S. Post Office in Springfield, lincis. The lock box is under the sole supervision of First
America Bank - Springfield, N.A. The contents of the lock box are accounted for solely by
the bank and alf receipts are deposited to the Commission's account. An accounting for
these funds is sent regularly to the Commission's reg ion dep forp i
and comparison with the registration and billing records.

Note 7. gase and Maintenance Commitment;

The Commission leases its Chicago and Springfield offices under operating lease
agreements. The terms of the Chicago office lease which began in May 1993 are for 15
years and provide for a minimum annual base rent plus related taxes and operating
expenses. In addition the lease provides a period of 32 months "frée rent” with the first

equlpmen! $ B4GBI9 S 142377 § 21,486 & 967,670 rent payment due January 1, 1996. Pursuant to the lease, the landlord advanced a sum
Offics ‘fummare and equal to the present value of estimated taxes and operating costs for the 32 month period
equipment 1,419,065 29,184 4,748 1,443,501 and the Commission made monthly payments for actual tax and operating cost
Library 60,055 5,205 - 65,350 assessments during that period. This amount and the value of the “free rent” is included
L hold imp 110,208 . . 110,208 in deferred rent.
2,436,147 176,796 26214 2,586.729 The terms of the Springfield office lease which began in November 1995 are for 7 years.
Less accumulated and provide for a minimum annual rent. The lease gives the Commission the option to
. renew the tease for another 7 year period.
depreciation and
amortization 1365219 § 358,182 § 24 350 1,699,051 Rent expense under all lease agreements was $1,128,072 in 1996.
Total $_1,070,928 $ 887,678
-9- -10-
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NOTES TO FINANCIAL STATEMENTS NOTES TO FINANCIAL STATEMENTS
MBER 31, 1996 DECEMBER 31, 1996
te 7. n intenan mmitments (continued) Note 8. __Medicare Replacement Reserve Trust (continued)

Future minimum lease payments including estimated fiability for taxes and operating
expenses relating to lease agreements in excess of one year are:

— Year _ Springfield _ Chicago ~___Total
1997 $ 67835 % 1011575 $ 1079410
1998 69,875  1,020800 1,099,675
1999 71,966 1,075,689 1,147,655
2000 74,126 1,115,413 1,189,539
2001 76,348 1,156,746 1,233,094
Remaining 65,208 9,046,050 9,111,258

Total $..425356 § 14435273 $_ 14,860,631

Note 8. Medicare Replacement Reserve Trust

On-August 8, 1985 the Commission formed a trust to replace the medicare coverage lost
by its employees at that time when the Social Security Administration ruled the
Ci ission was ineligible for i

In a prior year the Commission committed to pay the future cost of medicare premiums
for former employees meeting certain criteria who were empioyed by the C: ission
before March 31, 1986, Furtt the Co agreed to pay eligible former

I imb credits for di i

ploy pp tal icat and hospil ion insurance
coverage beginning at age 65.

The Commission records the liability connected with the previously described
commitment in accordance with Statement of Financial Accounting Standards No. 106,
"Employers' Accounting for Postretirement Benefits Other than Pensions" (SFAS 106).

The Commission engages the services of an actuary to compute the liability every other
year.

A summary of actuarial assumptions and methods are as follows:

Measurement date:
July 1, 1995

Actuariai cost method:
Projected unit credit method

Actuarial assumptions:
Mortality - 1983 GAM Table
Discount rate - 7.50% per annum; compounded annually
Expected return on assets - 7.50%
f 1t will oceur b 1 age 55 and 65

-12-
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Note 8. Medicare Replacement Reserve Trust (continued)

Actuarial valuation:

Net periodic postretirement benefit cost:

Service cost $ 29,463
Interest cost 28,127
Expected return on assets (28,127)
Amortization of transition asset -
Total ) $ 29463
Accumulated postretirement benefit obligations:
Current retirees $ 23938
Current employees:
Fully eligible 48,605

Not fully eligible

Subtotal as of July 1, 1995
actuarial valuation

305,543

378,086

Estimated service costs July 1, 1995
through December 31, 1996 44,193

Estimated interest costs July 1, 1995
through December 31, 1996 42,192

Total § 464471

-13-
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Note 8. Medicare Replacement Reserve Trust (continued)

The Commission maintains a separate trust for the medicare reptacement reserve. This
trust is funded on a current basis. The Trust Fund is included in these financial
statements. The Trust Fund assets at fair value as of December 31, 1996 are as follows:

Accrued interest receivable $ 7.249
Money market account 8,077
U.S. Treasury notes 456,396

Total Plan assets at fair value $ 471,722

The liability will increase or decrease in future years due to changes in eligible
employees, benefits paid and possible changes in assumptions based on experience
factors.

Note 9. Empiovee Benefit Plan

On October 15, 1977 the Commission established a defined contribution retirement plan
and trust for the benefit of all eligible empioyees. The plan and trust was effective
January 1, 1977 and required both employee and Commission contributions.

Effective January 1, 1985 the plan was amended and restated to improve retirement
benefits based on the decision of the Social Security Administration that employees of the
Commission are not covered by Social Security benefits. Employee contributions are no
longer permitted under the plan,

The Commission contributes 18% of compensation for eligible empioyees which totaled
$769,077 in 1996. The Commission also pays the administrative expenses of the plan
which totaled $26,547 in 1996.

-14-
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Note 10.  Cost Reimbursement Revenue

The Cq ission re cost reimb ents for investigative and disciplinary costs
from disciplined attorneys. Cost reimbursement is billed at the time that discipline is
imposed by the Illinois Supreme Court, but may not be a total reimbursement of or match
the period in which the investigative disciplinary costs were incurred. To coliect the cost
reimbursements, the Commission invoices attorney-respondents. Beginning in
November 1985 the Commission has regularly sought entry of judgments by the Court
with interest at the rate charged by the State of illinois (9% at December 31, 1996), for all
invoices not paid within 30 days of the initiai billing. The Commission has also
established payment plans for discipiined attorneys.

Although collectibility has been enhanced by the Commission's judgment procedures, the
Commission cannot reasonably estimate the collectibility of the cost reimbursements at
this time. Whether the Commission can fully collect all cost reimbursements is
dependent upon the disciplined attorneys’ ability to pay and the current economic
environment. Therefore, the Commission records cost reimbursements as revenue
under the cost recovery method when the reimbursements are received. The
Commission collected $143,105 in such cost reimbursements in fiscal 1996. The
Commission had identified approximately $650,000 in additional amounts that remain
unpaid by attorney-respondents at December 31, 1996.

Note 11. Litigation
Various complaints and actions were filed against the Commission in 1996. Several of

these matters have been dismissed. Those pending are not perceived as presenting any
serious prospect of negative financial consequences,

-16-
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1996 COMMISSIONERS
]

David M. Hartigan, Chairperson, Chicago

Michael J. Reagan, Belleville

Jay H. Janssen, Peoria
Benedict Schwarz II, West Dundee

John P. Clarke, Springfield
James J. McDonough, Chicago

Eldridge T. Freeman, Jr., Ph.D., Chicago

1996 BOARD MEMBERS

——

Review Board

Robert J. Egan
James E. Caldwell
William F. Costigan

Hearing Board

Robert A. Adams
Michael R. Albert
William E. Arnold
Jack O’Hair Asher
Donn F. Bailey
Albert C. Baldermann
Joseph A. Bartholomew
Robert Bell

Carolyn Berning
Charles C. Bingaman
Robert M. Birndorf
Matthew Bonds
Howard H. Braverman
Terrence M. Burns
Barbara J. Casey
Martin R. Castro
Sherry Clifford
Champ W. Davis, Jr.
William M. Dickson
Albert O. Eck, JIr.
Matthew J. Egan
Mark Fitzgerald
William E. Gabbard

Inquiry Board

Robert Beckner, Jr.
Orley O. Betcher, Jr.
Phyllis C. Friedman
Michael S. Harley
Pamela E. Hill

Robert J. Downing, Chairperson

Timothy R. Neubauer
Gary V. Johnson
Martin H. Katz

Charles T. Beckman, Chairperson

Melvin Gaines
William R. Galliani
William Geister
Janet L. Grange
Richard A. Green
John A. Guzzardo
Harry M. Hardwick
Paul C. Hendren
Terence M. Heuel
Burton S. Hochberg
William H. Hooks
Edward W. Huntley
Mark L. Karasik
Leo H. Konzen
Kenneth T. Kubiesa
Richard A. Makarski
Nicholas C. Merrill
Edward J. Miller
James L. Palmer
Roberta Parks

John S. Pennell
Joseph C. Polito
Gerald J. Porento

Ellen L. Johnson
Paul M. Lisnek
J. William Lucco
Lee B. McClain
Gail A. Niemann

1996 OVERSIGHT REVIEW PANEL
-

Louis T. Ascherman
William F. Carmody
Patrick T. Driscoll, Jr.

Michael C. Greenfield
Jaimee H. Levin
Harold I. Levine

Albert S. Porter
Neil K. Quinn

Thomas J. Potter
Stephen H. Pugh, Jr.
Lon M. Richey
David F. Rolewick
Marshall R. Rowe
Jean Rudd

Eddie Sanders, Jr.
Carolyn Sartor
Jason S. Sharps
Geraldine C. Simmons
Francis J. Skinner
Arthur B. Smith, Jr,
Lute Smith

Ernest Summers, II1
John C. Taylor
Paula S. Tillman
Candice Trees

Gary M. Vanek
Vincent F. Vitullo
Katheryn H. Ward
Valerie C. Wells
John B. Whiton

Jessee G. Reyes
Richard Roberts
Kaarina Salovaara

Lee J. Schoen

Richard W. Zuckerman

Dennis S. Nudo
James D. Parsons
John M. Steed, H1
Henry P. Wolff
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