
REPORT DIGEST

GENERAL ASSEMBLY
RETIREMENT SYSTEM INTRODUCTION

This digest covers our compliance audit of the System
for the year ended June 30, 1996. A financial audit
covering the year ending June 30, 1996 was previously
issued.

COMPLIANCE AUDIT
For the Year Ended:

June 30, 1996

Summary of Findings: It should be noted that, pursuant to the Illinois Pension
Code, investments of the System are managed by the
Illinois State Board of Investment.0Total this audit

Total last audit 0
There were no material findings of noncompliance

disclosed during our audit tests. We commend the System
for maintaining effective fiscal controls.Repeated from last audit 0

Release Date:
April 23, 1997 FUTURE REPORTING REQUIREMENTS

In November 1994, the Governmental Accounting
Standards Board issued Statement No. 25, "Financial
Reporting for Defined Benefit Pension Plans and Note
Disclosures for Defined Contribution Plans". This
Statement requires that plan assets be reported at fair value,
rather than at cost. In addition, this Statement establishes a
new financial reporting framework that will result in '

significant changes to the fmancial statements as well as the
required supplementary information. The requirements of
this Statement are effective for periods beginning after June
15, 1996, with earlier implementation encouraged. If
comparative financial statements are presented, restatement
of the prior year financial statements is required.

State of Illinois
Office of the Auditor General

WILLIAM G. HOLLAND
AUDITOR GENERAL

lies Park Plaza
740 E. Ash Street

Springfield, IL 62703
(217) 782-6046

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

Participants
State General Revenue Fund

$ 1,141,155
2,178,400

221,600

$ 1,174,764
1,911,800

236,400
163,814

2,090,016
965,272 .

100.367
$ 6.642.433
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State Pension Fund
Other employers ...

Net investment income 1,929,722
3,653,389

87.745
$ 9.212.011
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i Net realized gain on sale of investments

Other
1
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EXPENSES
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Benefits:

Retirement annuities
Survivors' annuities ,

$ 5,561,571
1,429,802

90,464
202,880

$ 7.284.717

$ 5,203,413
1,336,508

117,386
198.091

$ 6.855.398
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Refunds
Administration

Total Expenses

JUNE^O 1996 . !Jlil®30s]Si>5':: : Y=:V-'*

SELECTED ACCOUNT BALANCES ~
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$1,693,213
$8,941

$39,081,113

$1,836,256
$7,600

$40 ,864,224

Cash ;..
Receivables
Investments, at cost
Property and equipment, net of accumulated

depreciation
Liabilities '..
Net Assets Available for Benefits

r

Actuarial.Pension Obligation .
Unfunded Pension Liability

[
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V $9,384
$95,049

$40 ,697,602
$119,362,113
$78 ,664,511

$5,128
$88,312

$42,624,896
$127 ,364,913
$84 ,740,017
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SUPPLEMENTARY INFORMATION FY 1996 :.v *

Number of System employees (shared with Judges'

Retirement System)
Number of retirees and beneficiaries currently
receiving benefits

Inactive members not yet receiving benefits....
Current Members:

Vested
Nonvested

8 8> '

:.V .

353 361
108 114

106 103
75 79

!. 1 ^

EXECUTIVE SECRETARY
During Audit Period: Michael L. Mory
Currently: Michael L. Mory
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The System intends to adopt this Statement beginning
with the fiscal year ending June 30, 1997. One effect of
this Statement will be to increase the net assets by the
difference between fair value and cost of the net assets on
the date of adoption. The Statement, however, allows for
different valuation methods of assets related to some
function of market value (i.e. smoothing of market values
over time or current market values) for determining funded
status and the annual required contribution. If the System
had implemented Statement No. 25 at June 30, 1996 and
used the current market value method, the net assets
available for benefits would have been $51,404,258
resulting in a funding ratio of 40.4%.

Funding ratio at 40.4% if
current market value method
is used

At present, investments are valued at cost or book value
as specified by State law. Thus, implementation of
Statement No. 25 will require a chamje'fo existing State law
to comply with generally acceptecLaccounting principles.
Net assets available for benefits Acost at June 30, 1996
were $42,624,896 resulting in a funding ratio of 33.5% .

Funding ratio at 33.5% with
investments valued at cost

WILLIAM G. HOLLAND, Auditor General

WGH:KMA:pp

SPECIAL ASSISTANT AUDITORS

MeGladres A Pullen. 1.1.P were our special assistant
auditors lor this audit
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MCGLADREY&PULLEN,LLP
Certified Public Accountants and Consultants

SPECIAL 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 General Assembly Retirement
System (System) for the year ended June 30, 1996.

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:

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

Whether the audited System has generally complied with applicable laws and regulations, including
the Comptroller's Uniform Statewide Accounting System in its financial and fiscal operations.
Whether the audited System is maintaining effective accounting control over revenues, obligations,
expenditures, assets and liabilities.

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

A.

B.

D.

E.

1



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

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

m v •
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There were no findings of noncompliance disclosed by our special State compliance 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 for the information of the Auditor General, the General Assembly, the Legislative
Audit Commission, the Governor and the System's management. However, this report is a matter of public
record and its distribution is not limited.

i

Springfield, Illinois
October 18, 1996
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MCGLADREY&PULLEN,LLP

Certified Public Accountants and Consultants

REPORT ON COMPLIANCE BASED ON AN AUDIT OF FINANCIAL STATEMENTS
IHH ‘V PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS
®I|S - .N&iPv
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Honorable William G. Holland
Auditor General
State of Illinois

As Special Assistant Auditors for the Auditor General, we have audited the financial statements of the
General Assembly Retirement System (System), as of and for the year ended June 30, 1996, and have
issued our report thereon dated October 18, 1996.

We conducted our audit in accordance with generally accepted auditing standards and Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement.

Compliance with laws, regulations and contracts applicable to the System is the responsibility of the
System's management. As part of obtaining reasonable assurance about whether the financial statements
are free of material misstatement, we performed tests of the System's compliance with certain provisions of
laws, regulations and contracts. However, the objective of our audit of the financial statements was not to
provide an opinion on overall compliance with such provisions. Accordingly, we do not express such an
opinion.

The results of our tests disclosed no instances of noncompliance that are required to be reported herein
under Government Auditing Standards.

This report is intended for the information of the Auditor General, the General Assembly, the Legislative
Audit Commission, the Governor and the System's management. However, this report is a matter of
public record and its distribution is not limited.

Springfield, Illinois
October 18, 1996

3
XiliLl..



MCGLADREY&PULLEN,LLP
Certified Public Accountants and Consultants

SPECIAL REPORT ON INTERNAL CONTROL STRUCTURE FOR STATE PURPOSES AS
MEASURED BY STATE AUDIT GUIDE CRITERIA

Honorable William G. Holland
Auditor General
State of Illinois

As Special Assistant Auditors for the Auditor General, we have performed special State compliance testing
of the operations of the General Assembly Retirement System (System) as of and for the year ended June
30, 1996, and have issued our report thereon dated October 18, 1996. We have also made a study of the
internal control structure and those internal control policies and procedures of the System 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 procedures during the period from July 1, 1995 through June 30,
1996. These tests were performed as a portion of our testing of that System for State compliance purposes.
This 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 control
structure in order to determine our auditing procedures for the purpose of reporting on our special State
compliance testing and to satisfy certain requirements of the Audit Guide, but not to provide assurance on
the internal control structure. Accordingly, we do not express such an opinion.

The management of the System is responsible for establishing and maintaining an internal control structure.
In fulfilling this responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of internal control structure polices and procedures. The objectives of an internal
control structure are to provide management with reasonable, but not absolute, assurance that assets are
safeguarded against loss from unauthorized use or disposition, and that transactions are executed in
accordance with management's authorization and recorded properly to permit the proper financial
reporting. Because of inherent limitations in any internal control structure, errors or irregularities may
nevertheless occur and not be detected. Also, projection of any evaluation of the structure to future periods
is subject to the risk that procedures may become inadequate because of changes in conditions or that the
effectiveness of the design and operation of policies and procedures may deteriorate.

4
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-For the purpose of this special report, we have classified the significant internal control structure policies
and procedures 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
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For all of the internal control structure 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.trl" *
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Our consideration of the internal control structure would not necessarily disclose all matters in the internal
control structure 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
control structure that, in our judgment, could adversely affect the entity's ability to record, process,
summarize, and report financial data consistent with the assertions of management in its financial
reporting. We also understand that policies and procedures 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.
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We noted no matters involving the internal control structure and its operation that we consider to be
significant.

We noted immaterial matters involving the internal control structure and its operation that we have reported
to the management of the System, and which have been reported to you in a separate letter to your office
dated October 18, 1996.

This report is intended for the information of the Auditor General, the General Assembly, the Legislative
Audit Commission, the Governor and the System's management. However, this report is a matter of
public record and its distribution is not limited.

Springfield, Illinois
October 18, 1996
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