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Report of Independent Auditors

The Legislative Audit Advisory Commission of the
Commonwealth of Pennsylvania

We have audited the accompanying statement of financial affairs of the General Assembly of the
Commonwealth of Pennsylvania (General Assembly) for the fiscal year ended June 30, 2010
(financial statement). This financial statement is the responsibility of the General Assembly’s
management. Qur responsibility is to express an opinion on this financial statement based on our
audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statement is free of material misstatement. We were not engaged to
perform an audit of the General Assembly’s internal control over financial reporting. Our audit
included consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the General Assembly’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statement, assessing the
accounting principles used and significant estimates made by management and evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for
our opinion.

The statement of financial affairs of the General Assembly presents a summary of the financial
transactions of the General Assembly incurred in the conduct of its financial affairs, on the
budgetary basis of accounting, which is a comprehensive basis of accounting other than
accounting principles generally accepted in the United States, as described in Note I, and does
not present transactions that would be included in financial statements presented on the accrual
basis of accounting, as contemplated by accounting principles generally accepted in the United
States. Accordingly, the accompanying statement is not intended to present financial position or
changes in financial position in conformity with accounting principles generally accepted in the
United States.

In our opinion, the statement referred to above presents fairly, in all material respects, the
appropriations, disbursements, commitments and available balances of the General Assembly for
the fiscal year ended June 30, 2010, on the basis of accounting as described in Note 1.
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Our audit was conducted for the purpose of forming an opinion on the statement of financial
affairs taken as a whole. The schedule of disbursements by category is presented for purposes of
additional analysis and is not a required part of the statement of financial affairs. Such
information has been subjected to the auditing procedures applied in our audit of the statement of
financial affairs and, in our opinion, is fairly stated in all material respects in relation to the
statement of financial affairs taken as whole.

December 2010

2
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General Assembly of the Commonwealth of Pennsylvania

Notes to the Financial Statement

June 30, 2010

1. Basis of Presentation

The General Assembly of the Commonwealth of Pennsylvania prepares its financial statement on
the budgetary basis of accounting, which is essentially a cash basis modified for appropriations
and certain commitments as discussed in Note 9. Accordingly, the accompanying financial
statement is not intended to present changes in net assets in conformity with accounting
principles generally accepted in the United States.

2. Appropriations

Act 10-A of 2009 (2009 General Appropriations Act), which became effective July 1, 2009,
specifies the amounts of monies appropriated to the various legislative departments and agencies
of the General Assembly for the payment of the salaries, wages, and other costs and expenses
incurred in the conduct of their activities, and for the purposes set forth in the Act, or other acts,
for the fiscal year ended June 30, 2010. The Act provides that the monies so appropriated are to
be used for the payment of costs and expenses incurred during the fiscal year ended June 30,
2010, and for payment of those costs and expenses remaining unpaid at the close of the
preceding fiscal year. The Act also provides that the monies so appropriated shall be continuing
appropriations.

3. Disbursements

The monies appropriated to the legislative departments and agencies of the General Assembly
are disbursed by two methods.

Disbursements are made primarily by using the voucher transmittal method under which the
department or agency must prepare and submit to the State Treasury a voucher transmittal form
requesting payment to the payees shown and in the amounts listed on the transmittal. The
department or agency includes all necessary bills, invoices, or other supporting documents with
the voucher transmittal to enable the State Treasury to approve the request for payment and
prepare the checks payable to the payees listed.

The remaining disbursements are made by using the advance appropriation method. Under this
method, the department or agency requests the State Treasury to prepare a check payable to an
officer or an employee of the department or agency in an amount specified on an advancement
transmittal form submitted to the State Treasury. The checks are deposited in, and the bills are
paid from, a checking account opened in a commercial bank by the officer or employee. Under
this method, the legislative department or agency obtains the funds appropriated to it prior to the

PRELIMINARY AND TENTATIVE FOR DISCUSSION ONLY
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General Assembly of the Commonwealth of Pennsylvania

Notes to the Financial Statement (continued)

3. Disbursements (continued)

payment of the costs and expenses incured. The Act mentioned in Note 2 generally provides that
any department or agency that receives monies under an advance appropriation must maintain in
its files an accounting of the disbursement of such funds, together with supporting documents.
The advance appropriation method is used for the following disbursements:

Senate
Incidental expenses

House of Representatives
Special Leadership Account (R) and (D)

Committee on Appropriations (R) and (D)
Contingent expenses

Legislative Reference Bureau
Contingent expenses

Capitol Preservation Committee
Capitol Renovation Committee

Current-year budgetary disbursements as presented in the statement of financial affairs of the
General Assembly have been adjusted by immaterial amounts for changes in voucher timing
differences (i.e., processed prior to the fiscal year-end, but paid subsequent to the fiscal year-end)
and changes in leadership advancement account cash balances at the end of the fiscal year, which
are maintained in conventional checking accounts.

4. The Accounting and Operations Manual of the General Assembly, Senate Financial
Operating Rules and the Accounting and Operations Manual of the House of
Representatives

The financial affairs of the General Assembly and the related service agencies comprise
primarily the receipts and disbursements of monies appropriated to them in the annual
appropriations acts and amendments thereto. In the appropriations acts, the descriptions of the
purposes for which the monies are appropriated vary from specific to very general. As a result,
the General Assembly and the related service agencies have supplemented the appropriations
acts with rules and manuals containing more specific detail about the purposes for which

PRELIMINARY AND TENTATIVE FOR DISCUSSION ONLY
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General Assembly of the Commonwealth of Pennsylvania

Notes to the Financial Statement (continued)

4. The Accounting and Operations Manual of the General Assembly, Senate Financial
Operating Rules and the Accounting and Operations Manual of the House of
Representatives (continued)

appropriated monies could be disbursed and descriptions of the type and manner of
documentation of such disbursements.

The Accounting and Operations Manual of the General Assembly was adopted by the rules
committees of both the Senate and the House of Representatives. The Accounting and
Operations Manual of the General Assembly incorporates applicable statutory provisions and
sets forth the purposes for which appropriated funds can be expended. It also contains standards
of documentation for disbursements and descriptions of the record-keeping procedures to be used
in preparing and maintaining an accounting record of the disbursement of the appropriated funds.
For fiscal years ended through June 30, 1979, the Accounting and Operations Manual of the
General Assembly was amended as necessary to reflect changes in applicable aspects of the
annual appropriations acts, other acts and the rules of both the Senate and the House of
Representatives.

The Senate Financial Operating Rules governing disbursements, adopted in June 1979 and
updated periodically, had the effect of superseding the provisions of the Accounting and
Operations Manual of the General Assembly. Accordingly, the Senate Financial Operating Rules
became the primary standard governing the Senate’s financial affairs and by which compliance
must be determined during the independent auditors’ post-disbursement audit examination. The
House of Representatives adopted an amended Accounting and Operations Manual of the House
of Representatives on January 5, 2001, from which date the corresponding standards for the
conduct and examination of the financial affairs of the House of Representatives are provided by
the Accounting and Operations Manual of the House of Representatives, as amended. The
corresponding standards for the conduct and examination of the financial affairs of the various
legislative service agencies, bureaus, committees and commissions continue to be provided by
the Accounting and Operations Manual of the General Assembly, as amended.

5. Available from Prior Year(s)

The General Appropriations Acts of 1977-2008 and amendments thereto provide that
appropriations to the various legislative departments and agencies of the General Assembly are
continuing appropriations. Therefore, appropriations unexpended at the end of an appropriation
period are available in the subsequent appropriation period.
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General Assembly of the Commonwealth of Pennsylvania

Notes to the Financial Statement (continued)

6. Appropriation Transfers

Act 38-A of 2008 (2008 General Appropriations Act) allowed the Bipartisan Management
Committee of the House of Representatives and the Committee on Management Operations of
the Senate to transfer funds between appropriations made in this Act or any other fiscal year for
the House of Representatives and Senate, respectively, remaining unexpended and
unencumbered as of the effective date of this Act as each committee deemed necessary. Such
power to transfer appropriations was limited to the fiscal year ended June 30, 2010.
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General Assembly of the Commonwealth of Pennsylvania

Notes to the Financial Statement (continued)

6. Appropriation Transfers (continued)

All appropriation transfers that occurred during the fiscal year ended June 30, 2010, are recorded
as a disbursement in the “Disbursed” amount for the respective transferring appropriation, and as
a reduction of disbursements in the “Disbursed” amount for the respective appropriation to
which the funds were transferred.

7. Other Available Funds

In addition to the appropriations using the advancement method of disbursement, the Senate and
the House of Representatives also maintain conventional checking accounts for the payment of
certain member and employee benefits. Funds are disbursed from various appropriations for
deposit into these accounts and payment of the benefit expenses.

The following table summarizes the activity for each account for the fiscal year ended June 30,
2010:

Funds Funds
Available Available
from Prior  Net Current-  at June 30

Year Year Activity 2010

Senate Benefits Account $ 470,258 $ 1,106,802 $ 1,577,060
House Benefits Account 5,037,426 (4,231,248) 806,178

The net current-year activity represents the difference between deposits from other
appropriations and health insurance rebates received and disbursements made for benefits. The
funds available from prior year and at June 30, 2010, for the Senate Benefits Account and House
Benefits Account, represent the respective ending balances in the conventional checking
accounts. These funds are available for payment of benefits but are not reflected in the statement
of financial affairs. The disbursements from the appropriations for deposit in these accounts are
reflected in the “Disbursed” amount for the respective appropriations in the statement of
financial affairs.

The House Benefits Account had made disbursements of $155,818 for benefit costs incurred as
of June 30, 2010, for which payment was made subsequent to June 30, 2010. The Senate
Benefits Account had no benefit costs incurred as of June 30, 2010.
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General Assembly of the Commonwealth of Pennsylvania

Notes to the Financial Statement (continued)

7. Other Available Funds (continued)

In addition to the above mentioned benefits accounts, the Senate and House have other funds
available that are not included in the statement of financial affairs. On March 7, 2008,
Expenditure Symbol Notification Number 08-020 established a Local Services Tax appropriation
for both the Senate and House. These restricted receipt accounts are used to account for the
receipt of Local Services Taxes for the Senate and the House to make quarterly disbursements to
appropriate local tax collectors.

The following table summarizes the activity for each account for the fiscal year ended June 30,
2010:

Funds Funds
Available Available
from Prior Net Current-  at June 30
Year Year Activity 2010

Senate:
Local Services Tax:
Restricted Receipt Account $ 10,650 § 1,143 % 11,793
House:
Local Services Tax:
Restricted Receipt Account 25,717 (458) 25,259

The net current-year activity represents the difference between Local Services Tax receipts from
other appropriations and quarterly disbursements made to local tax collectors.

The Senate and House Local Services Tax Accounts have made disbursements to local tax
collectors of $11,775 and $20,045, respectively, for taxes collected as of June 30, 2010, for
which payment was made subsequent to June 30, 2010.

Two related service agencies also have funds available that are not included in the statement of
financial affairs. These agencies are the Legislative Reference Bureau and the Capitol
Preservation Committee. Each maintains a restricted receipts account, which is used to account
for monies received from sources other than the state treasury.
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General Assembly of the Commonwealth of Pennsylvania

Notes to the Financial Statement (continued)

7. Other Available Funds (continued)

The following table summarizes the activity for each account for the fiscal year ended June 30,
2010:

Funds Funds
Available Available
from Prior  Net Current-  at June 30

Year Year Activity 2010

Legislative Reference Bureau Pennsylvania

Consolidated Statutes Restricted

Receipts Account $ 1,058,896 $ 31,829 § 1,090,725
Capitol Preservation Committee Capitol

Restoration Trust Fund Restricted
Receipts Account 314,948 58,723 373,671

The net current-year activity for the Pennsylvania Consolidated Statutes Restricted Receipts
Account represents net activity of receipts and disbursements from the sale and purchase of
pamphlet laws and consolidated statutes. The net current-year activity for the Capitol Restoration
Trust Fund Restricted Receipts Account represents contributions from the general public and
disbursements for flags, flag preservation laboratory expenses and other items of historical
significance that are subject to Committee approval.

8. Appropriation Commitments

The General Appropriations Acts of 1977-2008 and amendments thereto provide that
appropriations to the various legislative departments and agencies of the General Assembly are
continuing appropriations. Therefore, appropriations unexpended at the end of an appropriation
period are available in the subsequent appropriation period. However, various commitments
relate to the continuing appropriation balance.

Beginning in fiscal year ended June 30, 2007, the General Assembly began presenting certain
commitment amounts to enhance the presentation of the statement of financial affairs and
provide a better analysis of uncommitted funds available at the end of the fiscal year. Certain
other commitments such as other post-employment retirement benefits and future compensated
leave payout amounts are not included in the reported commitment amounts.
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General Assembly of the Commonwealth of Pennsylvania

Notes to the Financial Statement (continued)

8. Appropriation Commitments (continued)

The following is a summary of the commitments presented in the statement of financial affairs at
June 30, 2010.

Senate House LSAs Total
Commitments:
Accounts payable 5 2227491 § 4,264,158 § 1,163,148 § 7,654,797
Accrued payroli - 328,330 134,514 462,844
Lease commitments 5,721,184 9,710,508 440,624 15,872,316
Total § 7,948,675 § 14302996 § 1738286 § 23,980,957

Accounts Payable

Accounts payable represents amounts the General Assembly owes to vendors for goods and
services received and assets acquired.

Accrued Payroll

Accrued payroll represents wages the General Assembly owes its employees for work
performed.

Lease Commitments

Lease commitments are regular payments over a specified number of years under long-term
contracts entered into by the General Assembly for the use of various assets.

The commitment amounts reported in the statement of financial affairs are included for the
purpose of showing certain budgetary basis commitments and are not intended to present
financial position or changes in financial position in conformity with accounting principles
generally accepted in the United States.

9. Contingencies

During the fiscal year ended June 30, 2007, the Attorney General’s Office initiated an
investigation into the propriety of supplemental payroll {(bonus) payments made to certain
General Assembly employees during the 2006-2007 fiscal year and other activities of certain
employees.
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General Assembly of the Commonwealth of Pennsylvania

Notes to the Financial Statement (continued)

9. Contingencies {continued)

This investigation is ongoing, and the impact of the investigation, if any, is not expected to have
a material effect on the statement of financial affairs of the General Assembly for the fiscal year
ended June 30, 2010.

10. Subsequent Event
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General Assembly of the Commonwealth of Pennsylvania

Schedule of Disbursements by Category

Announcements
Education

Fixed Assets
Insurance

Leases
Miscellaneous/Other
Payroll/Benefits
Postage

Printing

Publications
Renovations/Preservations
Repairs/Maintenance
Services

Supplies
Transportation
Travel

Utilities
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Year Ended

June 30, 2010

8

18




