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FINANCIAL STATEMENT REPORT

SUMMARY

The audit of the accompanying financial statements of the State of Illinois, Department of Central
Management Services (Department) was performed by Sikich LLP.

Based on their audit, the auditors expressed an unmodified opinion on the Department’s basic
financial statements.

SUMMARY OF FINDINGS

The auditors identified matters involving the Department’s internal control over financial reporting
that they considered to be material weaknesses. The material weaknesses are described in the
accompanying Schedule of Findings on pages 68-70 of this report as item:

2017-001 Weaknesses in internal control over financial reporting

EXIT CONFERENCE

The Department waived an exit conference. The responses to the recommendations were provided
by Mr. Michael Hoffman, Acting Director, on January 17, 2018.
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INDEPENDENT AUDITOR’S REPORT

Honorable Frank J. Mautino
Auditor General
State of Illinois

Report on the Financial Statements

As Special Assistant Auditors for the Auditor General, we have audited the accompanying
financial statements of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the State of Illinois, Department of Central
Management Services, as of and for the year ended June 30, 2017, and the related notes to the
financial statements, which collectively comprise the State of Illinois, Department of Central
Management Services’ basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in 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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

ACCOUNTING TECHNOLOGY ADVISORY _3.



We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information for the State of Illinois, Department of
Central Management Services, as of June 30, 2017, and the respective changes in financial position
and, where applicable, cash flows thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 2, the financial statements of the State of Illinois, Department of Central
Management Services are intended to present the financial position, the changes in financial
position and, where applicable, cash flows of only that portion of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the
State that is attributable to the transactions of the State of Illinois, Department of Central
Management Services. They do not purport to, and do not, present fairly the financial position of
the State of Illinois as of June 30, 2017, and the changes in its financial position, or, where
applicable, its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America. Our opinion is not modified with respect to
this matter.

As described in Note 14 to the financial statements, the net position was restated as of July 1, 2016
due to the creation of the Department of Innovation and Technology through Executive Order
16-01, which moved two of the Department’s funds to the new Department. The restatement
totaled $210,289 thousand. In addition, the net position restricted for OPEB in the Community
College Insurance Security Fund was also restated at July 1, 2016 due to reporting errors related
to accounts payable and benefit payments. The restatement totaled $8,853 thousand. Our opinion
is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Defined
Benefit Other Postemployment Benefit Plans — Schedule of Funding Progress and Defined Benefit
Other Postemployment Benefit Plans — Schedule of Employer Contributions on pages 54-55 be
presented to supplement the basic financial statements. Such information, although not a part of
the basic financial statements, is required by the Governmental Accounting Standards Board who
considers it to be an essential part of financial reporting for placing the basic financial statements
in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency
with management’s responses to our inquiries, the basic financial statements, and other knowledge
we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

_4-



Management has omitted a management’s discussion and analysis, budgetary comparison
information, and pension-related supplementary information that accounting principles generally
accepted in the United States of America require to be presented to supplement the basic financial
statements. Such missing information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board who considers it to be an essential part
of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. Our opinion on the basic financial statements is not affected by
the missing information.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the State of Illinois, Department of Central Management Services' basic
financial statements. The accompanying supplementary information, such as the combining and
individual fund financial statements, are presented for purposes of additional analysis and are not
a required part of the basic financial statements.

The accompanying supplementary information, in the combining and individual fund financial
schedules and statements, is the responsibility of management and was derived from and relate
directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the accompanying supplementary information, in the
combining General Fund, Internal Service Funds, Pension (and Other Employee Benefit) Trust
Funds, and Agency Funds schedules and individual fund financial statements, is fairly stated in all
material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
January 25, 2018 on our consideration of the State of Illinois, Department of Central Management
Services’ internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose
of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the State of Illinois, Department
of Central Management Services’ internal control over financial reporting and compliance.

Restricted Use of this Auditor’s Report

This report is intended solely for the information and use of the Auditor General, the General
Assembly, the Legislative Audit Commission, the Governor, the Comptroller, and Department
management, and is not intended to be and should not be used by anyone other than these specified
parties.

SIGNED ORIGINAL ON FILE

Springfield, Illinois
January 25, 2018
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State of lllinois
Department of Central Management Services

Statement of Net Position
June 30, 2017 (Expressed in Thousands)

Governmental Business-Type
Activities Activities Total
ASSETS AND DEFERRED OUTFLOWS OF RESOURCES
Unexpended appropriations $ 30,457 $ - $ 30,457
Cash equity with State Treasurer 167,827 7,290 175,117
Cash and cash equivalents 85,942 2,021 87,963
Securities lending collateral equity of State Treasurer 39,939 2,023 41,962
Receivables, net:
Intergovernmental 4,626 934 5,560
Other 14,033 320 14,353
Due from other Department funds 1 - 1
Due from other Department fiduciary funds 8 - 8
Due from other State funds 696,358 - 696,358
Due from other State fiduciary funds 76 - 76
Due from State of lllinois component units 10,500 - 10,500
Inventories 2,031 - 2,031
Capital assets not being depreciated 38,807 - 38,807
Capital assets being depreciated, net 157,917 - 157,917
Total assets 1,248,522 12,588 1,261,110
Deferred outflows of resources - pensions 113,263 - 113,263
Total assets and deferred outflows of resources 1,361,785 12,588 1,374,373
LIABILITIES AND DEFERRED INFLOWS OF RESOURCES
Accounts payable and accrued liabilities 5,565,070 8,947 5,574,017
Intergovernmental payables 4,507 - 4,507
Due to Department funds - 1 1
Due to other State fiduciary funds 253 - 253
Due to other State funds 5,799 21 5,820
Due to State of lllinois component units 396 - 396
Obligations under securities lending of State Treasurer 39,939 2,023 41,962
Unearned revenue 4,383 25 4,408
Long term obligations:
Due within one year 118,260 5 118,265
Due subsequent to one year 16,998,586 14 16,998,600
Net pension liability 236,705 - 236,705
Total liabilities 22,973,898 11,036 22,984,934
Deferred inflows of resources - pensions 10,827 - 10,827
Total liabilities and deferred inflows of resources 22,984,725 11,036 22,995,761
NET POSITION
Net investment in capital assets 192,499 - 192,499
Restricted for debt service 4,598 - 4,598
Unrestricted (21,820,037) 1,552 (21,818,485)
Total net position $ (21,622,940) $ 1,552 $ (21,621,388)

The accompanying notes to the financial statements are an integral part of this statement.
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State of lllinois

Department of Central Management Services

Balance Sheet -

Governmental Funds
June 30, 2017 (Expressed in Thousands)

ASSETS
Unexpended appropriations
Cash equity with State Treasurer
Receivables, net:
Other receivables
Due from other State funds
Total assets

LIABILITIES AND DEFERRED INFLOWS OF RESOURCES
Accounts payable and accrued liabilities
Due to other Department funds
Due to other State funds
Due to State of lllinois component units
Matured portion of long-term obligations
Total liabilities

Deferred inflows of resources - unavailable revenue
Total liabilities and deferred inflows of resources

FUND BALANCES (DEFICITS)
Committed - General government
Unassigned
Total fund balances (deficits)
Total liabilities, deferred inflows of resources and fund

balances (deficits)

Nonmajor
State
Surplus

Property Total
Road Revolving Governmental

General Fund Fund Fund Funds
$ 17,817 $ 12,640 $ - $ 30,457
) - 1,024 1,024
182 - 18 200
- - 13 13
$ 17,999 $ 12,640 $ 1,055 $ 31,694
$ 7,540 $ - $ 7 $ 7,547
5,304,281 51,203 165 5,355,649
2,024 - 150 2,174
11 - - 11
188 - - 188
5,314,044 51,203 322 5,365,569
169 - - 169
5,314,213 51,203 322 5,365,738
- - 733 733
(5,296,214) (38,563) - (5,334,777)
(5,296,214) (38,563) 733 (5,334,044)
$ 17,999 $ 12,640 $ 1,055 $ 31,694




State of lllinois

Department of Central Management Services
Reconciliation of Governmental Funds Balance Sheet

to Statement of Net Position

June 30, 2017

(Expressed in Thousands)

Total fund balances-governmental funds

Amounts reported for governmental activities in the
Statement of Net Position are different because:

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds.

Revenues in the Statement of Activities that do not provide

current financial resources are deferred in governmental funds.

Internal service funds are used to charge costs of certain
activities to individual funds. The assets and liabilities of the
internal service funds are reported as governmental activities
in the Statement of Net Position.

Deferred outflows of resources related to pensions.
Deferred inflows of resources related to pensions.

Some liabilities reported in the Statement of Net Position do not
require the use of current financial resources and therefore are
not reported as liabilities in governmental funds. These
liabilities consist of:

Compensated absences

Auto liability claims

Net other postemployment benefit obligations
Net pension liability

Net position of governmental activities

(1,459)
(6,720)
(16,484,893)
(236,705)

The accompanying notes to the financial statements are an integral part of this statement.
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$

(5,334,044)

15,469

169

322,807
113,263

(10,827)

(16,729,777)

$

(21,622,940)




State of lllinois
Department of Central Management Services

Statement of Revenues, Expenditures

and Changes in Fund Balances - Governmental Funds
For the Year Ended June 30, 2017 (Expressed in Thousands)

_Nonmajor
State
Surplus
Property Total
Road Revolving Governmental
General Fund Fund Fund Funds
REVENUES
Other $ 71 $ - $ 2,231 $ 2,302
Federal operating revenues - - 1,663 1,663
Other charges for services - - 257 257
Total revenues 71 - 4,151 4,222
EXPENDITURES
General government 243,401 - 4,569 247,970
Education 1,050,198 - - 1,050,198
Employment and economic development 40,023 - - 40,023
Health and social services 431,718 - - 431,718
Transportation 37,072 106,410 - 143,482
Public protection and justice 445,302 - - 445,302
Environment and business regulation 83,480 - - 83,480
Capital outlays 209 - - 209
Total expenditures 2,331,403 106,410 4,569 2,442,382
Excess (deficiency) of revenues
over (under) expenditures (2,331,332) (106,410) (418) (2,438,160)
OTHER SOURCES (USES) OF
FINANCIAL RESOURCES
Appropriations from State resources 236,708 124,464 - 361,172
Lapsed appropriations (59) - - (59)
Receipts collected and transmitted to State Treasury (74) - - (74)
Amount of SAMS transfers-in (1,315) - - (1,315)
Transfers-in 1,315 - - 1,315
Transfers-out (10,000) - (1,315) (11,315)
Net other sources (uses) of
financial resources 226,575 124,464 (1,315) 349,724
Net change in fund balances (2,104,757) 18,054 (1,733) (2,088,436)
Fund balances (deficits), July 1, 2016 (3,191,457) (56,617) 2,466 (3,245,608)
Fund Balances (Deficits), June 30, 2017 $ (5,296,214) $  (38,563) $ 733 $ (5,334,044)

The accompanying notes to the financial statements are an integral part of this statement.
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State of lllinois
Department of Central Management Services
Reconciliation of Statement of Revenues, Expenditures and Changes in
Fund Balances of Governmental Funds to Statement of Activities
For the Year Ended June 30, 2017
(Expressed in Thousands)

Net change in fund balances $

Amounts reported for governmental activities in the Statement of
Activities are different because:

Capital outlays are reported as expenditures in governmental funds. However, in the Statement
of Activities, the cost of capital assets is allocated over their estimated useful lives as
depreciation expense. This amount represents the excess of capital outlay over depreciation
expense.

Transfers of capital assets to and from proprietary funds and other funds of the State are

not recorded in governmental funds. This amount represents the net transfers of capital assets
between governmental funds and proprietary funds or other funds of the State in the
Statement of Activities.

Internal service funds are used to charge the costs of certain activities to individual funds.
The net revenue of the internal service funds is reported as governmental activities in the
Statement of Activities.

Revenues in the Statement of Activities that do not provide current financial resources are not
reported as revenues in the funds. This amount represents the increase in unavailable
revenue from the prior year.

Change in deferred outflows of resources.
Change in deferred inflows of resources.

Some expenses reported in the Statement of Activities do not require the use of current
financial resources and therefore are not reported as expenditures in governmental funds.
Below are such activities.

Increase in compensated absences obligation

Decrease in auto liability claims

Increase in net other postemployment benefit obligations

Increase in net pension liability

(2,088,436)

186

(217)

27,692

98,039

(2,404)

9)

256
(2,280,688)
(129,437)

Change in net position of governmental activities $

(4,375,012)

The accompanying notes to the financial statements are an integral part of this statement.
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State of lllinois
Department of Central Management Services

Statement of Net Position -
Proprietary Funds

June 30, 2017 (Expressed in Thousands)

Business-Type
Activities -
Enterprise Fund

Governmental
Activities - Local Government
Internal Service Health Insurance
Funds Reserve Fund
ASSETS
Cash equity with State Treasurer 166,803 $ 7,290
Cash and cash equivalents 85,942 2,021
Securities lending collateral equity of State Treasurer 39,939 2,023
Receivables, net:
Intergovernmental 4,626 934
Other 13,833 320
Due from other Department fiduciary funds 8 -
Due from other State fiduciary funds 76 -
Due from other Department funds 5,357,075 -
Due from other State funds 696,345 -
Due from State of lllinois component units 10,500 -
Inventories 2,031 -
Total current assets 6,377,178 12,588
Capital assets not being depreciated 38,278 -
Capital assets being depreciated, net 142,977 -
Total noncurrent assets 181,255 -
Total assets 6,558,433 12,588
LIABILITIES
Accounts payable and accrued liabilities 5,557,523 8,947
Intergovernmental payables 4,507 -
Due to other State fiduciary funds 253 -
Due to other Department funds 1,425 1
Due to other State funds 3,625 21
Due to State of lllinois component units 385 -
Obligations under securities lending of State Treasurer 39,939 2,023
Unearned Revenue 4,383 25
Current portion of long-term obligations 116,472 5
Total current liabilities 5,728,512 11,022
Noncurrent portion of long-term obligations 507,114 14
Total liabilities 6,235,626 11,036
NET POSITION
Net investment in capital assets 177,030 -
Restricted for debt service 4,598 -
Unrestricted 141,179 1,552
Total net position 322,807 $ 1,552

The accompanying notes to the financial statements are an integral part of this statement.

-12 -




State of lllinois

Department of Central Management Services

Statement of Revenues, Expenses and Changes in

Fund Net Position - Proprietary Funds

For the Year Ended June 30, 2017 (Expressed in Thousands)

OPERATING REVENUES
Charges for sales and services
Other

Total operating revenues

OPERATING EXPENSES
Cost of sales and services
Claims and judgments
Benefit payments and refund
General and administrative
Depreciation
Other

Total operating expenses

Operating income (loss)
NONOPERATING REVENUES (EXPENSES)

Interest and investment income
Interest expense
Other revenue
Other expense

Income (loss) before contributions
Contributions of capital assets
Transfers-Out

Change in net position

Net position, July 1, 2016, as restated

Net position, June 30, 2017

Business-Type
Activities -
Enterprise Fund

Governmental
Activities - Local Government
Internal Service Health Insurance
Funds Reserve Fund
$ 3,293,092 $ 44,053
37 -
3,293,129 44,053
215,992 -
2,566,802 -
- 42,605
59,109 1,299
17,264 -
39 -
2,859,206 43,904
433,923 149
2,814 51
(412,499) (35)
6,502 71
(23) -
30,717 236
201 -
(3,226) -
27,692 236
295,115 1,316
$ 322,807 $ 1,552

The accompanying notes to the financial statements are an integral part of this statement.
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State of Illinois
Department of Central Management Services

Statement of Cash Flows -
Proprietary Funds

For the Year Ended June 30, 2017 (Expressed in Thousands)

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from sales and services
Cash received from transactions with other funds
Cash payments to suppliers for goods and services
Cash payments to employees for services
Cash payments for workers compensation
Cash receipts from other operating activities

Net cash provided (used) by operating activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Interest paid on revenue bonds and other borrowings
Transfers-out to other funds
Grants received
Other noncapital financing activities

Net cash provided (used) by noncapital financing activities

CASH FLOWS FROM CAPITAL AND RELATED

FINANCING ACTIVITIES
Acquisition and construction of capital assets
Principal paid on capital debt
Interest paid on capital debt
Net cash (used) by capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest and dividends on investments
Net cash provided (used) by investing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, July 1, 2016
CASH AND CASH EQUIVALENTS, JUNE 30, 2017

Reconciliation of cash and cash equivalents to the statement of net assets:
Total cash and cash equivalents per the statement of net assets
Add: cash equity with State Treasurer

CASH AND CASH EQUIVALENTS, JUNE 30, 2017

Reconciliation of operating income (loss) to net
cash provided (used) by operating activities:
OPERATING INCOME (LOSS)
Adjustments to reconcile operating income (loss)
to net cash provided (used) by operating activities:
Depreciation
Changes in assets and liabilities:
(Increase) decrease in accounts receivable
(Increase) decrease in intergovernmental receivables
(Increase) decrease in due from other funds
(Increase) decrease in due from State of lllinois component units
(Increase) decrease in inventory
Increase (decrease) in accounts payable and accrued liabilities
Increase (decrease) in intergovernmental payables
Increase (decrease) in due to other State funds
Increase (decrease) in due to State of lllinois component units
Increase (decrease) in unearned revenues
Increase (decrease) in other liabilities
Total adjustments
NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES

NONCASH INVESTING, CAPITAL AND FINANCING ACTIVITIES
Loss on sale of equipment
Transfer of capital assets, net of related debt, to/from other State funds
Donated assets

The accompanying notes to the financial statements are an integral part of this statement.
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Business-Type
Activities -
Enterprise Fund

Governmental
Activities - Local Government
Internal Service Health Insurance
Funds Reserve Fund

$ 132,070 $ 43,232
1,203,288 -
(1,255,799) (41,433)
(35,984) (791)

(103,860) -

49,537 1,155

(10,748) 2,163
- (35)

(3,226) -

2,911 29

(154,266) -
(154,581) (6)

(3,125) -

(3,990) -

(373) -

(7,488) -

2,810 47

2,810 47

(170,007) 2,204

422,752 7,107

252,745 9,311

85,942 2,021

166,803 7,290

252,745 9,311

433,923 149

17,264 -

4,596 (36)

(3) (487)

(1,965,472) -

(3,324) -

(351) -

1,538,917 2,656

(11,319) (2)

(11,346) 27)

(565) -

4,383 -

(17,451) (90)

(444,671) 2,014

$ (10,748) $ 2,163
$ 23 $ -
$ 201 $ -
$ - $ -



State of lllinois
Department of Central Management Services

Statement of Fiduciary Net Position

Pension (and Other Employee Benefit) Trust Funds
June 30, 2017 (Expressed in Thousands)

Pension (and

Other Employee
Benefit) Trust
Funds Agency Funds
ASSETS
Cash equity with State Treasurer $ 46,623 $ 11,663
Cash and cash equivalents 59,288 4,612
Investments:
Equities 3,491,057 -
Fixed income 166,539 -
Other 586,808 -
Intergovernmental receivables 1,569 -
Other receivables, net 15,898 7,430
Due from other State funds 114,012 -
Loans and note receivable, net 36,099 -
Securities lending collateral equity of State Treasurer 14,806 1,938
Total assets 4,532,699 25,643
LIABILITIES
Accounts payable and accrued liabilities 281,911 23,669
Intergovernmental payables 2 -
Due to other Department funds 8 -
Due to other State fiduciary funds 11 -
Due to other State funds 375 -
Due to State of lllinois component units - 36
Obligations under securities lending of State Treasurer 14,806 1,938
Current portion of long-term obligations 22 -
Noncurrent portion of long-term obligations 190 -
Total liabilities 297,325 $ 25,643
NET POSITION
Unrestricted net position (95,847)
Restricted for pensions 4,331,221
Total net position $ 4,235,374

The accompanying notes to the financial statements are an integral part of this statement.
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State of lllinois
Department of Central Management Services

Statement of Changes in Fiduciary Net Position

Pension (and Other Employee Benefit) Trust Funds
For the Year Ended June 30, 2017 (Expressed in Thousands)

Deposits/Contributions:
Employer
State
Members/participants
Other contributions
Total contributions

Investment income:
Interest, dividends and other investment income
Net decrease in fair value of investments
Reimbursement of investment expenses not separable from investment income
Less: investment expense
Net investment income

Total additions

Deductions:
Benefit payments
Refunds
Other Deductions
General and administration
Total deductions

Net increase in net position

Net position, July 1, 2016, as restated

Net position, June 30, 2017

The accompanying notes to the financial statements are an integral part of this statement.
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Pension (and
Other Employee
Benefit) Trust

Funds

105,130
114,012
278,477

9,570

507,189

32,029

451,490

2,168
(1,186)

484,501

991,690

632,968
65
2,365
19,308

654,706

336,984

3,898,390

&

4,235,374
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STATE OF ILLINOIS
DEPARTMENT OF CENTRAL MANAGEMENT SERVICES
NOTES TO FINANCIAL STATEMENTS
June 30, 2017

Organization

The Department of Central Management Services (the Department) is a part of the executive branch
of government of the State of lllinois (State) and operates under the authority of and review by the
lllinois General Assembly. The Department operates under a budget approved by the General
Assembly in which resources are appropriated for the use of the Department. Activities of the
Department are subject to the authority of the Office of the Governor, the State’s chief executive
officer, and other departments of the executive and legislative branches of government (such as the
Governor's Office of Management and Budget, the State Treasurer's Office, and the State
Comptroller's Office) as defined by the lllinois General Assembly. All funds appropriated to the
Department and all other cash received are under the custody and control of the State Treasurer,
with the exception of the Faciliies Management Fund, the State Employees’ Deferred
Compensation Plan, the Flexible Spending Account and health insurance funds.

The Department provides a variety of centralized services for the operation of State Government.
The Department provides personnel services for State agencies; purchases goods and services for
State agencies; manages state property, and disseminates information about State Government to
the news media and general public. It employs volume purchasing and economies of scale to
reduce costs and improve government efficiency. The Department provides healthcare coverage
for employees of the State of lllinois, local governments and schools through group insurance plan
administration. The Department promotes the economic development of minority and female
businesses as well as businesses hiring persons with disabilities.

Summary of Significant Accounting Policies

The financial statements of the Department have been prepared in accordance with accounting
principles generally accepted in the United States of America (GAAP), as prescribed by the
Governmental Accounting Standards Board (GASB). To facilitate the understanding of data included
in the financial statements, summarized below are the more significant accounting policies.

(@) Financial Reporting Entity

As defined by GAAP, the financial reporting entity consists of a primary government, as well as
its component units, which are legally separate organizations for which the elected officials of
the primary government are financially accountable. Financial accountability is defined as:

1) Appointment of a voting majority of the component unit’s board and either (a) the
primary government'’s ability to impose its will, or (b) the possibility that the component
unit will provide a financial benefit to or impose a financial burden on the primary
government; or

2) Fiscal dependence on the primary government.

Based upon the required criteria, the Department has no component units and is not a
component unit of any other entity. However, because the Department is not legally separate
from the State of lllinois, the financial statements of the Department are included in the financial
statements of the State of lllinois. The State of lllinois’ Comprehensive Annual Financial Report
may be obtained by writing to the State Comptroller’s Office, Financial Reporting Department,
325 West Adams Street, Springfield, Illinois, 62704-1871.
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STATE OF ILLINOIS
DEPARTMENT OF CENTRAL MANAGEMENT SERVICES
NOTES TO FINANCIAL STATEMENTS
June 30, 2017

Summary of Significant Accounting Policies (continued)

(b)

Basis of Presentation

The financial statements of the State of lllinois, Department of Central Management Services,
are only intended to present the financial position, the changes in financial position, and the
cash flows, when applicable, of that portion of the governmental activities, each major fund of
the State of Illinois that is attributable to the transactions of the Department, and the aggregate
remaining fund information of the State of lllinois that is attributable to the transactions of the
Department. They do not purport to, and do not, present fairly the financial position of the State
of lllinois as of June 30, 2017, and the changes in financial position and cash flows for the year
then ended in conformity with accounting principles generally accepted in the United States of
America.

Government-wide Statements. The government-wide statement of net position and
statement of activities report the overall financial activity of the Department, excluding fiduciary
activities. Eliminations have been made to minimize the double-counting of internal activities
of the Department. The financial activities of the Department consist only of governmental
activities, which are primarily supported by taxes, charges for services, and intergovernmental
revenues. Business-type activities are financed in whole or in part by fees charged to external
parties.

The statement of net position presents the assets and deferred outflows of resources and
liabilities and deferred inflows of resources of the Department’'s governmental and business-
type activities with the difference being reported as net position. The assets and liabilities are
presented in order of their relative liquidity by class of asset or liability with liabilities whose
average maturities are greater than one year reported in two components - the amount due
within one year and the amount due in more than one year.

The statement of activities presents a comparison between direct expenses and program
revenues for the general government function of the Department’'s governmental activities.
Direct expenses are those that are clearly identifiable with a specific function. Program
revenues include charges paid by the recipients of goods or services offered by the programs.
Revenues that are not classified as program revenues, including sales of surplus State
property, are presented as general revenues.

Fund Financial Statements. The fund financial statements provide information about the
Department’s funds, including fiduciary funds. Separate statements for each fund category —
governmental, proprietary, and fiduciary — are presented. The emphasis on fund financial
statements is on major governmental funds, each displayed in a separate column. All
remaining governmental and enterprise funds are aggregated and reported as non-major
funds.

Proprietary fund operating revenues, such as charges for services, result from exchange
transactions associated with the principal activity of the fund. Exchange transactions are those
in which each party receives and gives up essentially equal values. Non-operating revenues,
such as subsidies and investment earnings, result from non-exchange transactions or ancillary
activities.
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STATE OF ILLINOIS
DEPARTMENT OF CENTRAL MANAGEMENT SERVICES
NOTES TO FINANCIAL STATEMENTS
June 30, 2017

(2) Summary of Significant Accounting Policies (continued)
(b) Basis of Presentation (continued)

The Department administers the following major governmental funds (or portions thereof in the
case of shared funds) - see the State of lllinois’ Comprehensive Annual Financial Report:

General — This is the State’s primary operating fund. It accounts for all financial resources
of the general government, except those accounted for in another fund. The services which
are administered by the Department and accounted for in the general fund include, among
others, general government services and healthcare benefits for State employees. The
Department’s General Fund grouping contains two primary sub-accounts (General
Revenue — 001 and Budget Stabilization - 686).

Road — This fund accounts for the activities of the Department for payment to the Health
Insurance Reserve Fund for allocated costs associated with providing medical and dental
benefits for State employees paid from the Road Fund.

Additionally, the Department reports the following fund types:
Governmental Fund Types:

Special Revenue — These funds account for and report the proceeds of specific revenue
sources that are restricted or committed to expenditure for specified purposes other than
debt service or capital projects. Special revenue funds account for, among other things,
federal grant programs, taxes levied with statutorily defined distributions and other
resources restricted as to purpose.

Proprietary Fund Types:

Internal Service — These funds account for fleet management, facilities management,
professional services, workers compensation claims, and life insurance payments for State
employees provided to agencies of the State on a reimbursement basis.

Enterprise — This fund accounts for operations where the intent of the Department is that
the cost providing goods or services for health insurance programs on a continuing basis
be financed or recovered primarily through user charges.

Fiduciary Fund Types:

Pension (and other Employee Benefit) Trust — These funds account for resources that
are required to be held in trust for payment of postemployment benefits on-behalf of
beneficiaries.

Agency — These funds account for amounts in which the Department acts in the capacity
of an agent and collects and distributes employee payroll withholdings for purchase of life
insurance, tax-free payments of eligible medical and dental expenses, and tax-free
payments of eligible child and/or adult day care costs.
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STATE OF ILLINOIS
DEPARTMENT OF CENTRAL MANAGEMENT SERVICES
NOTES TO FINANCIAL STATEMENTS
June 30, 2017

Summary of Significant Accounting Policies (continued)

()

(d)

Measurement Focus and Basis of Accounting

The government-wide, proprietary, and fiduciary fund financial statements are reported using
the economic resources measurement focus (except for agency funds which do not have a
measurement focus) and the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded at the time liabilities are incurred, regardless of when the
related cash flow takes place. Non-exchange transactions, in which the Department gives (or
receives) value without directly receiving (or giving) equal value in exchange, include grants
and donations. Revenue from grants and donations are recognized in the fiscal year in which
all eligibility requirements imposed by the provider have been met.

Governmental funds are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible
within the current period or soon enough thereafter to pay liabilities of the current period. For
this purpose, the State considers revenues to be available if they are collected within 60 days
of the end of the current fiscal year. Expenditures generally are recorded when the liability is
incurred, as under accrual accounting. However, principal and interest on formal debt issues,
claims and judgments, and compensated absences are recorded only when payment is due.
Capital asset acquisitions are reported as expenditures in governmental funds. Proceeds of
general long-term debt and acquisitions under capital leases are reported as other financing
sources.

Significant revenue sources which are susceptible to accrual include interest and other charges
for services. All other revenue sources including fines, penalties, licenses and other
miscellaneous revenues are considered to be measurable and available only when cash is
received.

Shared Fund Presentation

The financial statement presentation for the General Revenue and the Budget Stabilization
Accounts of the General Fund and the Road Fund represent only the portion of shared funds
that can be directly attributed to the operations of the Department. Financial statements for
total fund operations of the shared State funds are presented in the State of lllinois’
Comprehensive Annual Financial Report.

In presenting these financial statements, certain unique accounts are used for the presentation
of shared funds. The following accounts are used in these financial statements to present the
Department’s portion of shared funds:

Unexpended Appropriations

This “asset” account represents lapse period warrants issued between July and August
annually in accordance with the Statewide Accounting Management System (SAMS)
records plus any liabilities relating to obligations re-appropriated to the subsequent fiscal
year.

Appropriations from State Resources

This “other financing source” account represents the final legally adopted appropriation
according to SAMS records. For fiscal year 2017, the General Revenue Fund reports
appropriations from State Resources for amounts authorized per consent decree to cover
personnel costs.
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STATE OF ILLINOIS
DEPARTMENT OF CENTRAL MANAGEMENT SERVICES
NOTES TO FINANCIAL STATEMENTS
June 30, 2017

Summary of Significant Accounting Policies (continued)

(d)

(e)

(f)

(9)

Shared Fund Presentation (continued)

Lapsed Appropriations

Lapsed appropriations are the legally adopted appropriations less net warrants issued for
the 14 month period from July to August of the following year and re-appropriations to
subsequent years according to SAMS records. In fiscal year 2017, the lapse period was
extended through September.

Receipts Collected and Transmitted to State Treasury

This “other financing use” account represents all cash receipts received during the fiscal
year from SAMS records.

Amount of SAMS Transfers-In

This “other financing use” account represents all cash receipts received during the fiscal
year from SAMS records.

Eliminations

Eliminations have been made in the government-wide statement of net position to minimize the
“grossing-up” effect on assets and liabilities within the governmental activities column of the
Department. As a result, amounts reported in the governmental funds balance sheet as
interdepartmental inter-fund receivables and payables have been eliminated in the
government-wide statement of net position. Amounts reported in the governmental funds
balance sheet and proprietary statement of net position as receivable from or payable to
fiduciary funds have been included in the government-wide statement of net position as
receivable from and payable to external parties, rather than as internal balances.

Cash and Cash Equivalents

Cash equivalents are defined as short-term, highly liquid investments readily convertible to
cash with maturities of 90 days or less at time of purchase. Cash equivalents include cash on
hand, petty cash funds, and cash in banks for locally held funds.

Inventories

Inventories of the State Garage Revolving Fund, consisting primarily of automotive parts,
accessories, and supplies, are valued at cost, principally on the weighted average method.
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STATE OF ILLINOIS
DEPARTMENT OF CENTRAL MANAGEMENT SERVICES
NOTES TO FINANCIAL STATEMENTS
June 30, 2017

(2) Summary of Significant Accounting Policies (continued)
(h) Inter-fund Transactions

The Department has the following types of inter-fund transactions between Department funds
and funds of other State agencies:

Services provided and used—sales and purchases of goods and services between funds
for a price approximating their external exchange value. Inter-fund services provided and
used are reported as revenues in seller funds and expenditures or expenses in purchaser
funds. Unpaid amounts are reported as inter-fund receivables and payables in the
governmental funds balance sheet or the government-wide and proprietary fund
statements of net position.

Reimbursements—repayments from the funds responsible for particular expenditures or
expenses to the funds that initially paid for them. Reimbursements are reported as
expenditures in the reimbursing fund and as a reduction of expenditures in the reimbursed
fund.

Transfers—flows of assets (such as cash or goods) without equivalent flows of assets in
return and without a requirement for repayment. In governmental funds, transfers are
reported as other financing uses in the funds making transfers and as other financing
sources in the funds receiving transfers. In proprietary funds, transfers are reported after
non-operating revenues and expenses.

The Department also has activity with various component units of the State of lllinois for
professional services rendered and on-behalf employee benefits paid.
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STATE OF ILLINOIS
DEPARTMENT OF CENTRAL MANAGEMENT SERVICES
NOTES TO FINANCIAL STATEMENTS
June 30, 2017

(2) Summary of Significant Accounting Policies (continued)

(i)

()

Capital Assets

Capital assets, which consist of equipment, automobiles, and real property, are reported at cost
or estimated historical cost based on appraisals. Contributed assets are reported at acquisition
value at the time received. Capital assets are depreciated using the straight-line method.

Capitalization thresholds and the estimated useful lives are as follows:

Capital Asset Category Capitalization Estimated
Threshold Useful Life
Land $100,000 N/A
Land Improvements 25,000 N/A
Buildings 100,000 10-60
Building Improvements 25,000 10-45
Site Improvements 25,000 20
Equipment 5,000 3-25

The Department does not capitalize its collections of works of art or historical treasures held
for public exhibition, education, or research in furtherance of public service rather than capital
gain. The collections are protected, kept unencumbered, cared for, and preserved. Proceeds
from the sale, exchange, or other disposal of any item belonging to non-capitalized collections
of works of art or historical treasures for the Department must be applied to the acquisition of
additional items for the same collection.

Compensated Absences

The liability for compensated absences reported in the government-wide, proprietary and
fiduciary fund financial statements consists of unpaid, accumulated vacation and sick leave
balances for Department employees. A liability for these amounts is reported in governmental
funds only if they have matured, for example, as a result of employee resignations and
retirements. The liability has been calculated using the vesting method, in which leave amounts
for both employees who currently are eligible to receive termination payments and other
employees who are expected to become eligible in the future to receive such payments upon
termination are included. The liability has been calculated based on the employees’ current
salary level and includes salary related costs (e.g., Social Security and Medicare taxes).

Legislation that became effective January 1, 1998 capped the paid sick leave for all State
Employees’ Retirement System members at December 31, 1997. Employees continue to
accrue twelve sick days per year, but will not receive monetary compensation for any additional
time earned after December 31, 1997. Sick days earned between 1984 and
December 31, 1997 (with a 50% cash value) would only be used after all days with no cash
value are depleted. Any sick days earned and unused after December 31, 1997 will be
converted to service time for purposes of calculating employee pension benefits.
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STATE OF ILLINOIS
DEPARTMENT OF CENTRAL MANAGEMENT SERVICES
NOTES TO FINANCIAL STATEMENTS
June 30, 2017

Summary of Significant Accounting Policies (continued)

(k)

(N

Pensions

In accordance with the Department’s adoption of GASB Statement No. 68, Accounting and
Financial Reporting for Pensions — an amendment of GASB Statement No. 27, the net pension
liability, deferred outflows of resources, deferred inflows of resources, appropriations from
State resources, and pension expense have been recognized in the government-wide financial
statements.

The net pension liability is calculated as the difference between the actuarially calculated value
of the projected benefit payments attributed to past periods of service and the plans’ fiduciary
net position. The total pension expense is comprised of the service cost or actuarial present
value of projected benefit payments attributed to the valuation year, interest on the total pension
liability, plan administrative expenses, current year benefit changes, and other changes in plan
fiduciary net position less employee contributions and projected earnings on plan investments.
Additionally, the total pension expense includes the annual recognition of outflows and inflows
of resources due to pension assets and liabilities.

For purposes of measuring the net pension liability, deferred outflows of resources, deferred
inflows of resources, pension expense and expenditures associated with the Department’s
contribution requirements, information about the fiduciary net position of the plans and
additions to/deductions from the pla