City of Urbana

400 South Vine Street

Post Office Box 219

Urbana, Illinois 61801-0219
. (217) 384-2362

CITY OF FAX (217) 384-2301

URBANA

October 10, 1996

TO: Members, Urbana Firemen's Pension Fund éiA/L4é7
FROM: Ronald Eldridge, Fund Treasurer ﬂb\jL/(Zé?7 C7éu?
Attached please find a draft of the annual audit and financial report
of the Fire Pension Fund for the fiscal year ended June 30, 1996.
While this is in draft format, the numbers will not change. The
final, bound report should be released in about 30 days. If

interested, I would be happy to discuss the report and this letter at
the next board meeting. Some important points of the audit are:

a) The financial statements are prepared in accordance with
generally accepted accounting principles ("clean opinion").

b) In performing their work, the auditors did not discover
any significant weaknesses in the Fund's internal accounting
controls.

c) Total net worth of the Fund is $14,746,022, up $911,755
(6.6%) as compared to growth of $926,740 (7.2%) last year.
This fund has averaged an annual increase in net worth of
9.7% since 1987 (10 years ago, net worth $5,868,301) and
7.5% since 1991 (5 years ago, net worth $10,258,284).

d) The City's contribution was based upon the Department of
Insurance actuarial letter. It is broken down as follows:

1996 1995
% %
$ Salary $ Salary
Normal Cost $294,071 20.8 $254,301 19.9
Catchup 52,796 3.7 85,456 6.6
Total $346,867 24.5 $339,757 26.5

The City has for at least the past 16 years (since I have been
Comptroller) contributed the amount suggested by the Illinois
Department of Insurance. This amount contributed as a percent of
salary has not changed dramatically over the past 10 years (was
28.7% in 1987. The unfunded liability as a percent of covered
payroll has remained fairly steady over the last 10 years (138%
in 1989 and 137% in 1996. This percentage is very similar to
other downstate fire pension funds that I am aware of.

Home of the University of lllinois



e) The most significant asset and revenue for the fund
remains it's investments and return earned on these
investments. A breakdown of the investment portfolio
follows:

2

% Portfolio

26 35 234 21 81

U.S. Govt. 82 85 85 66 85
Cert. of Deposit 6 5 6 7 14
Ins. Contract 9 8 8 4 0
I.P.T.I.P./Savings 3 2 0 5 1

In U.S. Government securities, the fund's portfolio has an
average weighted length of maturity of 9.25 yrs.

The market value of the U.S. government portfolio is $865,200
more than the carrying value (7% of portfolio).

The market value of the insurance contracts is $540,062 more than
the carrying value (41% of portfolio).

f.) An examination of the investment return of the fund for last
year follows:

Ave. 0/S
Balance Return
Savings $ 202,852 5.1%
C.D.'s $ 789,102 6.6%
Money Market $ 26,475 5.2%
U.S. Govt. $11,446,516 8.5%
Total before
Ins. Ann. $12,464,945 8.3%
Ins. Annuities $ 1,516,050 21.5%
Total $13,980,995 9.7%

g) An historical review of the investment return of the fund
follows:

Last Last Last Last
Year 2 Yr 5 Yr 7 Yr
Return before
Ins. Contracts 8.3% 8.2% 8.8% 8.6%
Return includ.
Ins. Contracts 9.7% 9.3% 8.8% 8.8%



h) An examination of the total amount paid out for benefits shows
the following increases over the last 10 years:

1996 1987 % Inc.
Disability $134,745 $ 63,904 3.8%
Service 534,756 86,550 20.0%
Dependent 59,134 29,179 7.3%
Total $728,635 $179,633 15.0%

i) An examination of the number and makeup of the fund
members provides insight into certain changes affecting
pension costs. The following illustrates that the number of
retirees has increased 105% (annual average 7.5%) over the
last 10 years and the city has decreased the number of
officers it employes by 2 over the same period:

Current
Retirees Authorized Total
1996 43 41 84
1995 38 40 78
1994 34 40 74
1993 32 42 74
1992 30 43 73
1991 28 43 71
1987 21 43 64

Information concerning the number of makeup of the retirees
illustrates the following:

1) the number of disabilities has increased from 7 to 11
over the last 9 years.

2) the number of regular pensions have increased from 9 to
26.

3) The average age and years of service of the regular
pensioners has increased slightly.

4) the average individual benefit paid out has increased
60.7% (annual average of 5.5%).

Ave. Ave, Age Yrs
1996 _# Age Benefit Ret. Serv,
Duty Dis. 4 54.8 $17,878 47.5 19.2
Non-Duty Dis. 7 66.4 $ 9,051 43.7 14.3
Widows 6 72.8 $ 9,724 n/a n/a

Reg. Pension 26 58.7 $23,038 53.0 24 .4



Ave. Ave. Age Yrs

1988 _# Age Benefit Ret. Serv.
Dis. | 7 50.3 $ 5,933 35.1 11.0
Widows 6 69.0 $ 6,172 n/a n/a
Reg. Pension 9 57.6 $14,332 48.6 22.9

j) Examination of the makeup of the current employees for 1996
and 9 years ago illustrates the following:

1) current force is much younger in years of service (17.4
to 9.8 years) and younger in age (42.2 to 37.1).

2) salaries have increased 22.6% (annual average increase of

2.5%.
: Ave. Years Ave.
1996: _# Adge Serv. Salary
Females 2 32.5 4.0 $33,694
Males 38 37.3 10.1 $34,927
Total 37.1 9.8 $34,865
Ave. . Years Ave.
1988: _# Age Serv. Salary

Males 42 42.2 17.4 $28,435
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Certified Public Accountants & Consultants '1 -

Board of Trustees

City of Urbana, Illinois
Firemen’s Pension Fund
Urbana, Illinois

Independent Auditor's Report

We have audited the accompanying financial statements of City of Urbana, Illinois Firemen’s Pension
Fund, a trust and agency fund of the City of Urbana, as of and for the years ended June 30, 1996 and
1995, as listed in the table of contents. These financial statements are the responsibility of the City's
management Our responsibility is to express an opinion on these financial statements based on our
audits.

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

As described more fully in Note 1, the financial statements present only one trust and agency fund of
the City of Urbana and are not intended to present fairly the financial position and results of operations
of the City in conformity with generally accepted accounting principles.

In our opinion, the financial statements referred to in the first paragraph present fairly, in all material

respects, the financial position of City of Urbana, Illinois Firemen’s Pension Fund, a trust and agency
fund of the City of Urbana, as of June 30, 1996 and 1995, and the results of that fund's operations for
the years then ended in conformity with generally accepted accounting principles.

Our audits were made for the purpose of forming an opinion on the financial statements referred to in
the first paragraph taken as a whole. The required supplementary information and schedules listed in
the table of contents are presented for purposes of additional analysis and are not a required part of the
financial statements of the City of Urbana, Illinois Firemen's Pension Fund. Such information has been
subjected to the auditing procedures applied in the audits of the financial statements and, in our
opinion, is presented fairly, in all matenal respects, in relation to the financial statements taken as a

ole. W%MN f}ad

Champaign, llinois
September 16, 1996

Members Of
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CITY OF URBANA, ILLINOIS -2-
FIREMEN'S PENSION FUND
Comparative Balance Sheet

As of June 30, 1996 and 1995

ASSETS
1996 1995
Cash and Cash Equivalents:
Checking Account $ -- $854
Il. Public Treasurer’s Pool 372,168 330,513
Money Market Accounts 29,103 31,266
Total Cash and Cash Equivalents 401,271 362,633
Property and Replacement Tax
Receivable (Net of Allowance
for Uncollectibles) 157,754 150,402
Accrued Interest Receivable 32,615 30,096
Investments:
U.S. Government Securities 11,889,729 11,507,731
Certificates of Deposit 938,909 718,980
Insurance Company Accounts 1,325,744 1,065,300
Total Assets $14,746,022 $13,835,142
LIABILITIES AND MUNICIPAL EQUITY
Liabilities:
Accounts Payable, Due to City ‘ $ -- $875

Municipal Equity:

Reserve for Employee’s
Retirement 14,746,022 13,834,267
Total Liabilities and
Municipal Equity $14,746,022 $13,835,142

The accompanying notes are an integral part of these financial statements.



CITY OF URBANA ' -3-
FIREMEN'S PENSION FUND

Comparative Statement of Revenues and Expenses
and Changes in Municipal Equity

For the Years Ended June 30, 1996 and 1995

Revenues: 1996 1995

Employer Contributions:

Property Tax $308,111 $302,322
Replacement Tax 36,000 36,000
Interest Income 1,048,868 976,401
Employee Contributions 116,584 116,620
Gain on Sale Investments 144,444 119,374
Total Revenues 1,654,007 1,550,717
Expenses:

Disability Pension 134,745 61,828
Firemen’s Pension 534,756 518,838
Dependent’s Pension 59,134 35,156
Hospital and Doctor Fees 6,678 2,559
Clerk’s Salary and Taxes 4,198 4,198
Legal Fees 948 1,069
Filing Fee 50 50

Office Supplies 1,126 --
Miscellaneous 617 279
Total Expenses 742,252 623,977

Excess of Revenues ,
Over Expenses 911, 755 926,740

Municipal Equity,

Beginning of Year 13,834,267 12,907,527
Municipal Equity,

End of Year $14,746,022 $13,834,267

The accomparyirg notes are an integral part of these financial statements.



CITY OF URBANA -4-
FIREMEN’S PENSION FUND
Comparative Statement of Cash Flows

For the Years Ended June 30, 1996 and 1995

1996 1995
Cash Flows From Operations:
Net Income $911,755 $926,739
Adjustments to Reconcile Net Income to
Net Cash Provided by Operations:
Gain on sale of securities (144,444) (119,374)
Amortization of bond premium/discount 4,071 1,525
Decrease (increase) in receivables (9,871) (163)
Increase (decrease) in payables (875) 875
Net Cash Provided by
Operating Activities 760,636 809,602
Cash Flows from Investing Activities:
Purchase of Investments (1,117,501) (871,712)
Interest Added to Accounts (909,466) (823,547)
Proceeds from Maturities of Investments 1,304,969 1,186,449
Net Cash Provided by (used in)
Investing Activities (721,998) (508,810)
Increase (Decrease) in Cash and
Cash Equivalents 38,638 300,792
Beginning Cash and Cash Equivalents 362,633 61,841
Ending Cash and Cash Equivalents $401,271 $362,633

The accompanying notes are an integral part of these financial statements.



CITY OF URBANA, ILLINOIS -5-
FIREMEN'S PENSION FUND

Not i ial S I
June 30, 1996 and 1995

Note 1 - { Sienifi ine Policies:

The Pension fund was organized on April 4, 1927, and is exempt from federal
income tax. The pension fund is only one trust and agency fund of the City of
Urbana. Only the financial statements of this fund are presented in this report. The
pension fund is created and operated under state laws that provide for a fund to be
established to provide certain retirement benefits to firefighters and their dependents
(see Note 2). The fund is managed by a board of seven trustees made up of three city
officials and four persons elected by the members of the board. The Pension fund is
also included in the annual report of the City of Urbana, as a trust and agency fund,
according to the criteria specified in governmental accounting standards.

The Fund's books and records are maintained on the cash basis and converted to
accrual basis for preparation of the statements in this report. The accrual basis means
revenues are recognized when earned, and expenses when incurred.

Investments are reported at lower of cost or market. Market values for U.S.
“government securities, insurance contracts and money funds are based upon latest
quoted prices. Investment income is recognized as earned. Gain and losses on sales
and exchanges of securities are recognized on the transaction date.

The fund considers all liquid investments with a maturity of three months or less
when purchased to be cash equivalents.

Property taxes are recognized for the year levied. The 1995 levy is reported in
fiscal year 1996 and the 1994 levy in fiscal year 1995. The taxes are certified against
appraised real property as of the beginning of the previous calendar year.

The preparation of financial statements requires management to make estimates
and assumptions which affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues, expenses, gains/losses, and other changes in
fund balances during the reporting period. Actual results could differ from those
estimates.



CITY OF URBANA, ILLINOIS -6-
FIREMEN'S PENSION FUND

N i ial Stat |
June 30, 1996 and 1995

) - Rei . : :
a. Plan Description:

The Pension fund is a defined benefit single-employer pension plan
that covers all sworn firefighting personnel. Although this is a single-
employer plan, the defined benefits and employee and employer
contribution levels are governed by lllinois State Statues. This fund
is accounted for and reported as a pension trust fund. The City's
payroll for employees covered by the pension plan for the year
ended June 30, 1996, was $1,701,352 out of a total payroll of
$8,592,309.

At June 30, 1996, the pension plan membership consisted of:

Retirees and beneficiaries currently
receiving benefits (none entitled
but not receiving benefits)

Current employees (17 vested)
Total

=B S

Following is a summary of the firemen's pension plan as provided for in the
Illinois Statutes.

The firemen's pension plan provides retirement benefits as well as
death and disability benefits. Employees attaining the age of 50 or
more with 20 or more years of creditable service are entitled to
receive an annual retirement benefit of one-half of the salary
attached to the rank held at the date of retirement. The pension shall
be increased by one-twelfth of 2% of such salary for each month
over 20 years of service through 30 years of service, and one-twelfth
of 1% of such service for each additional month between 30 and 35
years of service, to a maximum of 75% of such monthly salary.
Employees with at least 10 years, but less than 20 years of credited
service, may retire at or after age 60 and receive a reduced benefit.



CITY OF URBANA, ILLINOIS
FIREMEN'S PENSION FUND

Notes to Fi ial Stat I
June 30, 1996 and 1995

following the first anniversary date of retirement, and paid upon
reaching at least the age 55, by 3% of the original pension times the
number of whole years the employee has been retired since age 50
(up to a maximum of 15%), and 3% annually thereafter on new
gross wages.

Covered employees are required to contribute 8 1/4% of their salary
to the Firemen's Pension Plan. If an employee leaves covered
employment with less than 20 years of service, accumulated
employee contributions may be refunded without accumulated
interest. The City of Urbana is required to contribute the remaining
amounts necessary to finance the plan as actuarially determined by
an enrolled actuary. By the year 2034, the City's contributions must
accumulate to the point where the past service cost for the Firemen's
Pension Plan is fully funded.

Plan Asset Matters:

The only investments which are greater than 5% of net assets and
held by a single organization are U.S. government and U.S.
government guaranteed obligations.

There are no investments that are securities or obligations of the City
of Urbana.

Funding Status and Progress:

The amount shown below as the "pension benefit obligation" is a
standardized disclosure measure of the present value of pension
benefits, adjusted for the effects of projected salary increases and
step-rate benefits, estimated to be payable in the future as a result of
employee service to date. The measure is intended to help users
assess the funding status of the system on a going-concern basis,
assess progress made in accumulating sufficient assets to pay bene-
fits when due, and make comparisons among employers. The
measure is the actuarial present value of credited value of accredited
projected benefits and is independent of the funding method used to
determine contributions to the system.



CITY OF URBANA, ILLINOIS -8-
FIREMEN'S PENSION FUND

Notes to Fi ial Stateme
June 30, 1996 and 1995

Latest Actuarial Valuation Date June 30, 1996
Asset Valuation Method Cost Value

Significant Actuarial Assumptions:
Rate of return on investment of  7.5% compounded annually
present and future assets

Projected salary increases 5.25% compounded annually

Post retirement benefit increases 3.0% simple interest annually

Mortality 1983 Group Annuity Mortality Table
Withdrawal Graduated Rates

Disability Graduated Rates

Retirement Graduated Rates (100% by age 69)
Marital Status 85% married, spouse same age

Plan Expenses None

Pension Benefit Obligation:
Retirees and beneficiaries
currently receiving benefits $11,568,253

Current employees
Accumulated employee contri-
butions including allocated
investment earnings $ 751,245

Employer-financed vested 3,427,191
Employer-financed nonvested 1,334,452
Subtotal _5,512,888
Total Pension Benefit Obligation 17,081,141

Net Assets Available for
Benefits, at cost ($16,151,284 market) 14,746,022

Unfunded Pension
Benefit Obligation $ 2,335,119

Effects on the Pension Benefit Obligation (P.B.O.) of Current-Year Changes:



CITY OF URBANA, ILLINOIS
FIREMEN'S PENSION FUND

Notes to Fi ial Stat I
June 30, 1996 and 1995

A change in the rate of return assumption from 7.0% to 7.5%
decreased the P.B.O. $1,157,472.

A change in the future salary increase assumption from 5.5% to
5.25% decreased the P.B.O. $91,636.

Changes in the non-economic assumptions (mortality, withdrawal,
disability, and retirement rates) increased the P.B.O. $2,156,033.

d. Actuarially Determined Contribution  Requirements and
Contributions Made:
The funding policy provides for actuarially determined periodic
contributions at rates that, for individual employees, accumulate
assets gradually over time so that sufficient assets will be available
to pay benefits when due. The rate for the City's employee group
as a whole has tended to remain level as a percentage of annual
covered payroll. The contribution rate for normal cost is
determined using the entry age normal actuarial funding method.
The system used a level dollar amount method to amortize the
unfunded liability over a 37 year period. The significant actuarial
assumptions used to compute the actuarially determined
contribution requirements are the same as those used to compute
the pension benefit obligation, as described above.

Actuarial Valuation Date July 1, 1994

Dollar % Covered
_Amount  __Payroll

Actuarially Determined Contribution
Requirement - Employer:

Normal Cost $294,071 20.78%
Amortization of unfunded actuarially )
accrued liability 52,796 3.73
Total $346867  24.51%
Contribution Made:
Employer $344,111 24.32%
Employee 116,584 825

Total $460,695 32.57%




CITY OF URBANA, ILLINOIS - -10-
FIREMEN'S PENSION FUND

June 30, 1996 and 1995

Actuarial required contributions are presented based on an actuarial
date of July 1, 1994, since employer contributions for the year are
based on this required amount. '

Effects on the Contribution Requirements of Current-Year Changes:

The change in the rate of return assumption decreased the contribution
requirement $81,521.

The change in the future salary increase assumption decreased the
contribution requirement $14,609.

The change in the non-economic assumptions increased the contribution
requirement $67,731.

Ten year trend information, which is designed to provide information about
progress made in accumulating sufficient assets to pay benefits when due,
may be found in the Required Supplementary Information, in this report.

Note 3 - Deposits and Investments:

The pension fund is authorized by State Statutes to invest in obligations of the
U.S. Treasury and its agencies, non-negotiable certificates of deposit and lllinois
Public Treasurer's Investment Pool, savings accounts, general and separate accounts
of approved life insurance companies (up to a maximum of 10% of the fund's
aggregate investment book value), obligations of the State of lllinois or its political
subdivisions, credit union shares (if insured by the National Credit Union
Administration), money market mutual funds which are backed by U.S. government
securities and agencies, and obligations of the State of Israel (up to a maximum of 5%
of the fund's aggregate investment book value).

The fund's deposits and investments are categorized below to give an indication
of the level of risk assumed at June 30, 1996.

Category 1 - includes amount that are insured and for which the
securities are held by the fund or its agent in the fund's name. These
are U.S. government and its agencies obligations, certificates of
deposit, and insured banks and savings accounts. Certificates of
deposit in federally insured banks and savings and loans are insured



CITY OF URBANA, ILLINOIS -11-
FIREMEN'S PENSION FUND

Notes to Fi ial Stat |
June 30, 1996 and 1995

in an amount equal to $100,000 per fund plus an amount equal to
each member's vested beneficial interest up to a maximum of
$100,000 per member.

Risk Carrying Market
Category __ Value  _ Value

U.S. Government and Its

Agencies 1 $11,889,729 $12,754,929
Certificates of Deposit 1 938,909 __ 938,909
Subtotal, Category 1 12,828,638 13,693,838
Insurance Company '
Accounts - 1,325,744 1,865,806
Investment in Illinois Public
Treasurer’s Pool - 372,168 372,168
Money Market Accounts - 29,103 29,103
Total $14,555,653 $15,960,915

No credit risk is assigned to the insurance company accounts since the Fund does
not own any specific identifiable securities. These amounts are not insured nor
guaranteed by any federal agency.

No credit risk is assigned to the lllinois Public Treasurer's Investment Pool or the

Money Market Accounts since the Fund does not own any specific identifiable
securities.

This information is an integral part of the accompanying financial statements.
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