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INTRODUCTION

This digest covers the financial statement audit of the State Employees’ Retirement System of the State of Illinois
(System) as of and for the year ended June 30, 2017. The State Employees’ Retirement System’s Compliance
Examination covering the year ended June 30, 2017 will be issued in a separate report at a later date.

Governmental Accounting Standards Board (GASB) Statement No. 67, Financial Reporting for Pension Plans requires
the System to disclose the total pension liability and net pension liability in the financial statement notes as well as
other related information as required supplementary information. The System’s total pension liability is $49.4 billion at
June 30, 2017. The net pension liability at June 30, 2017 is $32.9 billion, which is the difference between the System’s
fiduciary net position of $16.5 billion and the total pension liability. The System’s funded ratio is 33.44%. The criteria
used for computing pension liability information in the financial report in accordance with GASB Statement No. 67
differs from the criteria used to compute the actuarial accrued liability and actuarial unfunded liability under the State’s
funding plan, therefore this information under the State’s funding plan is no longer reported in the financial statements.
There were no findings reported under Government Auditing Standards in our audit.

AUDITOR’S OPINION

The auditors stated the financial statements of the System as of and for the year ended June 30, 2017 are fairly stated in
all material respects.

This financial audit was conducted by RSM LLP.

SIGNED ORIGINAL ON FILE

JANE CLARK
Division Director

This report is transmitted in accordance with Section 3-14 of the Illinois State Auditing Act.

SIGNED ORIGINAL ON FILE

FRANK J. MAUTINO
Auditor General
FIM:JAF

{Financial information is summarized on the next page.}
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STATE EMPLOYEES' RETIREMENT SYSTEM OF ILLINOIS

FINANCIAL AUDIT
For the Years Ended June 30,2017 and 2016
STATEMENT OF CHANGES IN PLAN NET POSITION | 2017 | 2016
Additions:
Contributions - PartiCipantS.............cvviviiiiiieeececeeeese e $ 251,610,974 $ 256,198,172
Contributions - State Agencies and APPropriations..........cccouveerreierneienseienens 1,798,348,440 1,882,243,268
Total CONtrIDULIONS.......c.iiiieiiiriee e e 2,049,959,414 2,138,441,440
Net Appreciation (Depreciation) in Fair Value of Investments.... 1,442,502,754 (536,994,456)
INVESIMENT INCOME......c.oiiiiiiiiicirie e 399,249,867 449,946,153
INVESTMENT EXPENSE ..vvviviiiiiiisteisiete sttt ettt snebe s (28,874,161) (38,394,629)
Net Investment Income... 1,812,878,460 (125,442,932)
TOtAl AITIONS. ... 3,862,837,874 2,012,998,508
Deductions:
BENETILS. ...t 2,328,620,783 2,190,501,203
REFUNS. ... 26,608,011 26,708,730
AdMINIStrative EXPENSES.....c.cviveiiieriisieesisieasise st sss e ssese s ssesesessesesens 15,957,439 16,126,997
Total Deductions..........c.covvvevernes 2,371,186,233 2,233,336,930
Net Increase (Decrease) in Net Position $ 1,491,651,641 $ (220,338,422)
STATEMENT OF NET POSITION AND INVESTMENT SUMMARY -
(All investments held in the Illinois State Board of Investment Commingled
Fund at fair value) June 30, 2017 June 30, 2016
U.S. Government and Agency Obligations............cceereinininininensnsesce e $ 3,167,555,410 $ 2,349,026,919
FOreign OBlIgatioNS........ccvveiiirieieese e 259,928,956 80,165,287
Corporate ODIIGALIONS. .....ccviviiiiiiieisiee et 782,703,583 746,537,021
MUNICIPAL BONUS......viveiiiiiiiiiiie ittt sn et 8,524,180 -
Common Stock & EQUILY FUNUS........cccuiiiiiiiiisiiseessees e 4,960,020,282 4,317,909,601
ComMMINGIE FUNUS.......cveiiiviiiisice i 1,334,987,865 961,730,986
Foreign Equity Securities (including Preferred Stock)........ccocvvvivvierinsinninnieninnns 2,517,173,942 2,244,023,753
HEOGE FUNGS. ...ttt 831,753,718 1,181,203,258
Real EState FUNGS........ccovieiecicecicicct e 1,601,026,564 1,704,064,846
PRIVALE EQUITY......vivivieiiiieieeee e 609,298,253 582,943,357
Money Market INSETUMENTS. .......ccviiiiiiiiie e 294,723,455 356,617,721
REAI ASSELS. ...t e 587,711,767 592,736,380
BaNK LOANS.......uiuiiiiiiitsses ettt 424,188,017 449,925,261
Foreign Currency FOrward CONIACES..........ovieriiieierinieerinieesesieresisee e sesseesessenens (11,493,448) (1,337,420)
Total INVesStMeNnt POIfOli0.........cccriiiiiriiciircece e 17,368,102,544 15,565,546,970
Other ISBI Assets Less Liabilities........ccouvveinieiinieinseiiseissecsisse s (61,804,339) 36,121,555
ISBI NEE POSIEION. .....cviiiiiiiiriis et 17,306,298,205 15,601,668,525
Investments owned by other retirement systems and other entities...........c.ccccevvenne (983,692,868) (860,613,893)
State Employees' Retirement System INVEStMENTS.........ccveiririerinsieninsienisniennns 16,322,605,337 14,741,054,632
Cash, Receivables and Other ASSELS..........ccouriiernieieninieesiseessee e seseesnens 387,746,107 458,065,874
Less: Total Liabilities. .....ccviiiiiiiiiiiiiisiesieessee e (180,171,652) (160,592,356)
Net Position - Restricted for PENSIONS...........ccoivieiininineiseiss s $ 16,530,179,792 $ 15,038,528,150
ADMINISTRATIVE EXPENSES | 2017 | 2016
PEISONAI SEIVICES. .....cvcveieiitiririiiisi sttt bbb bbb e e $ 5,124,651 $ 5,353,647
Electronic Data PrOCESSING.......cccuivreiiieriririeinisieisisee s sssie st sree s snee s neas 4,480,375 3,800,444
Retirement, Group Insurance & Social Security 4,231,251 4,443,709
CONLFACLUAI SEIVICES....cviviviriieiiisieie ittt b bbb 1,295,113 1,768,448
Depreciation and AmOITIZAtION.........coviiiiiiiinnie e 691,737 651,528
Other Expenses (Net) 134,312 109,221
Total AdMINIStrative EXPENSES......ccviiriririririririeieieieieieieseeee e $ 15,957,439 $ 16,126,997
SUPPLEMENTARY INFORMATION | June 30, 2017 June 30, 2016
Benefit RECIDIENTS. ....cviviveiiicice e 71,805 70,031
Active Members 60,612 61,317
Inactive Members 4,022 4,107
TOtAL ot r et e re e 136,439 135,455
PENSION LIABILITY | June 30, 2017 June 30, 2016
Total Pension Liability........cccociiiiieiiiiiiiiiiscie e $ 49,437,205,016 $ 49,183,947,656
Plan Fiduciary Net Position... 16,530,179,792 15,038,528,150
Net Pension Liability.........cccoieiiieiiscisscs s $ 32,907,025,224 $ 34,145,419,506
Plan Fiduciary Net Position as a Percentage of the Total Pension Liability............ 33.44% 30.58%
EXECUTIVE SECRETARY

During Engagement Period: Timothy B. Blair
Currently: Timothy B. Blair
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