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STATE OF ILLINOIS 
OFFICE OF THE SECRETARY OF STATE 

 
COMPLIANCE REPORT 

 
SUMMARY 

 
The compliance testing performed in this examination was conducted in accordance with 
Government Auditing Standards and in accordance with the Illinois State Auditing Act. 
 
AUDITORS’ REPORTS 
 
The Independent Accountants’ Report on State Compliance, on Internal Control Over 
Compliance and on Supplementary Information for State Compliance Purposes does not contain 
scope limitations, disclaimers, or other significant non-standard language. 
 
SUMMARY OF FINDINGS  
 
Number of This Report Prior Report 
 
Findings  9  9 
Repeated findings  3  5 
Prior recommendations implemented or 
  not repeated  6  9 
 
Details of findings are presented in a separately tabbed report section. 
 

SUMMARY OF FINDINGS 
 

FINDINGS (STATE COMPLIANCE) 
 
        
Item No. Page  Description    
 
05-1  12 Time sheets not maintained in compliance with the State Officials and 

Employees Ethics Act  
 
05-2  13 State vehicles assigned to employees without a documented business 

purpose  
 
05-3  15 Inadequate procedures regarding State vehicles  
 
05-4  19 Inadequate control of cash at Drivers License Facilities  
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Item No. Page  Description   
 
05-5  21 Year end carryover of postage  
 
05-6  22 Failure to adopt rules for the Inspector General in compliance with the 

Secretary of State Act  
 
05-7  23 Maintenance of locally held fund without statutory authority – Antique 

Vehicle Show Fund  
 
05-8  25 Inadequate security administration function  
 
05-9  27 Change control weaknesses  
 

 
PRIOR FINDINGS NOT REPEATED (STATE COMPLIANCE) 

         
Item No. Page   Description    
 
05-10  29 Certificate of deposit in excess of FDIC coverage  
 
05-11  29 Noncompliance with Fiscal Control and Internal Auditing Act  
 
05-12  29 Lack of Internal Audit review of major information system changes  
 
05-13  30 Untimely approval of invoice vouchers  
  
05-14  30 Failure to approve out of state travel in advance  
 
05-15  30 Telephone calling cards not canceled on a timely basis 
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EXIT CONFERENCE 
 
The findings and recommendations appearing in this report were discussed with Office personnel 
at an exit conference on February 8, 2006.  Those in attendance were: 
 

OFFICE OF THE SECRETARY OF STATE 
 

Terri Coombes, Deputy Chief of Staff, Director of Programs and Policies 
Al DiSilvestro, Chief Auditor 

Carol Lampard, Director, Budget and Fiscal Management 
Ken Durbin, Director, Information Technology 

Jeff Carter, Data Systems Administrator 
Stell Mallios, Chief Deputy Director, Internal Audit 

Leo Louchious, Senior Policy Advisor 
Daniel Murphy, Internal Audit - Auditor 

 
OFFICE OF THE AUDITOR GENERAL 

 
Gayla Rudd, Audit Manager 

Joe Gudgel, IS Audit Manager 
 

SIKICH, LLP 
 

Nick Appelbaum, Partner 
Amy L. Sherwood, Manager 

 
 
 

Responses to the recommendations were provided by Al DiSilvestro, Chief Auditor, in a letter 
dated February 8, 2006. 
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05-1 FINDING: (Time sheets not maintained in compliance with the State Officials and 
Employees Ethics Act) 

 
 The Secretary of State does not maintain time sheets for its employees in compliance 

with the State Officials and Employees Ethics Act (Act). 
 
 We noted Secretary of State employees did not maintain time sheets in compliance with 

the Act.  Employees’ time is tracked using a “negative” timekeeping system whereby the 
employee is assumed to be working unless otherwise noted.  An original year-to-date 
attendance form is maintained for each employee.  This form is updated by an attendance 
clerk only when an employee takes any type of leave. 

 
 The Act (5 ILCS 430/5-5(c)) requires each State employee to periodically submit time 

sheets documenting the time spent each day on official State business to the nearest 
quarter hour. 

 
 The Secretary of State’s legal counsel stated that when the Act was implemented, the 

Office felt its present system satisfied the nature of the statute.  The Office currently 
requires employees and the division supervisors to sign year-to-date attendance forms 
acknowledging their accuracy and exercises significant controls governing employee 
requests for leave.  In addition, Office personnel noted they received no other guidance or 
instructions on how to appropriately implement the Act and were unaware its 
timekeeping system was not compliance with the Act.  

 
By not maintaining appropriate time sheets, the Secretary of State is not in compliance 
with the Act.  (Finding Code No. 05-1) 

 
 RECOMMENDATION: 
 
 We recommend the Secretary of State amend its policies to require employees to 

maintain time sheets documenting the time spent each day of official State business to the 
nearest quarter hour as required by the Act. 

 
 SECRETARY OF STATE RESPONSE: 
 
 Accepted.  The Secretary of State understands the interpretation of the auditors with 

respect to the State Officials and Employees Ethics Act and the section discussing 
maintenance of time records.  The Office will endeavor to meet the recommendations of 
the auditors with respect to the maintenance of time sheets by employees by establishing 
internal controls to monitor timekeeping and attendance. 
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05-2 FINDING: (State vehicles assigned to employees without a documented business 
purpose) 

 
 Secretary of State employees have been assigned State vehicles without documentation 

of a business need for the vehicles. 
 
 As of June 2005, 62 State vehicles were personally assigned to Office employees 

(excluding Secretary of State Police).  However, the Office did not have documentation 
on file providing justification for the business purpose of personally assigning 59 of 
these vehicles. 

 
 According to the Secretary of State Physical Services Department Support Services 

Division/Property Control Unit Vehicle Operators Rules Manual, “Authorization for 
individual assignment of vehicles is to be granted only if one or more of the following 
conditions are met: 

 
  A. The vehicle is specially equipped to perform law enforcement services and the 

law enforcement employee is on call 24 hours a day. 
  B. The employees’ work assignment requires traveling to numerous locations over a 

considerable territory with infrequent stops at the employee’s headquarters. 
  C. When the employee is regularly subject to special or emergency calls from 

his/her residence during non-duty hours. 
  D. When it is in the best interest of the Secretary of the State.” 
 
 However, we noted the Secretary of State did not document whether employees assigned 

a vehicle met any of the above criteria. 
 
 Secretary of State personnel stated the Office undertook a comprehensive review of 

personally assigned vehicles during fiscal year 2004.  The review resulted in a reduction 
and redistribution of personally assigned vehicles.  As of our fieldwork, the Office was 
still implementing its new controls, which included the use of a Personally Assigned 
Vehicle form, and the paperwork identifying the business purpose of the assignments 
was not current.   

 
 Good internal control procedures would require the documentation of a business need for 

these vehicles to ensure the prudent use of State resources.  (Finding Code No. 05-2, 
03-1) 
 
RECOMMENDATION: 

 
 We recommend the Secretary of State require documentation justifying the business need 

of assigning a State vehicle to any Office employee using its Personally Assigned 
Vehicle form.   

 
 In addition, the Office should review its assignment of State vehicles no less than 

annually to ensure that all employees who have been personally assigned State vehicles 
continue to have an adequate business purpose for using that vehicle, and document this 
review. 
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 SECRETARY OF STATE RESPONSE: 
 
 Implemented.  The Office has completed and approved a Personally Assigned Vehicle 

Information Form for each vehicle that has been personally assigned to an employee 
(excluding Secretary of State Police).  The form includes a documented business purpose 
to be completed by the employee’s supervisor, and approved by the employee, his/her 
supervisor, and the Department Director. 

 
Rules have been adopted requiring employees with a personally assigned vehicle to file 
an updated form on an annual basis.  The Office has currently implemented an annual 
review of vehicle assignments. 
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05-3 FINDING: (Inadequate procedures regarding State vehicles) 
 
 The Secretary of State did not have adequate procedures over its State vehicles.  We 

noted accidents involving State vehicles were not reported in a timely manner, receipts 
supporting gasoline usage were not maintained, employees were driving motor pool 
vehicles for extended periods and not reporting commuting mileage, and personally 
assigned vehicles were not promptly reported to the Office’s Payroll Department so the 
value of the commuting fringe benefit could be added into the employees’ income. 

 
 Specific problems noted were as follows: 
 

• During our review of accidents involving State owned vehicles, we tested 10 of 35 
accidents reported during the audit period and noted 5 of 10 accidents selected for 
testing were not reported to the Department of Central Management Services 
(DCMS) on a timely basis.  The DCMS “Vehicle Guide” states that accident reports 
are “to be submitted to (DCMS) Risk Management no later than seven calendar days 
following the accident.  As outlined by the state’s insurance plan, the driver risks 
forfeiture of coverage for failure to properly and timely report a motor vehicle 
accident within seven days.”  We noted the reports were submitted between 5 to 532 
days late. 

 
Secretary of State management stated in 4 of the 5 instances, the accident was a hit 
and run, whereby another vehicle hit a parked Office vehicle.  The previous 
employee who submitted accident reports to DCMS did not report accidents of this 
nature.  The current Vehicle Coordinator noted these accidents had not been filed, 
and submitted them to DCMS.  The other accident was 5 days late and was attributed 
to the driver’s misunderstanding of the documentation necessary to submit an 
accident report. 
 
When accident reports are not submitted in a timely manner, facts of the accident 
may become clouded and it is more difficult to follow up on any possible liability to 
the State of Illinois.  Furthermore, failure to report accidents to DCMS in a timely 
manner may result in the forfeiture of State insurance coverage leaving the employee 
totally and solely financially liable for all damages incurred. 
 

• Secretary of State employees assigned State vehicles were not properly completing 
monthly Automotive Cost Reports and not providing receipts supporting their 
gasoline usage.  We reviewed two Monthly Automotive Cost Reports for a sample of 
25 employees assigned State vehicles.  We noted 2 of the 25 employees submitted 
reports that had missing gas receipts, 4 employees submitted reports with missing 
information (miles driven for the month) and one employee did not submit a report 
for either month. 
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A directive from the Office’s Director of Physical Services requires that Monthly 
Automotive Cost Reports be completed and submitted with all supporting 
documentation to the Office’s Department of Physical Services by the 7th of the 
following month.  Failure to complete the required documentation indicates a lack of 
responsibility by the employee and without this support, misuse of the State vehicle, 
including improper gas purchases, would be easier to perpetrate.  
 

• Six Chicago motor pool vehicles were used by Secretary of State employees 
consecutively from 1 to 5 months without adjustment of the employees’ wages for 
the value of the personal use of those vehicles.  As a result, the six employees had 
not filed a “Personal Use of State Vehicle” form.  This form is used to calculate the 
personal use income to be included in the employee’s gross wages in accordance 
with Internal Revenue Regulation 1.61-21 “Taxation of Fringe Benefits”.  Without a 
properly completed “Personal Use of State Vehicle” form, the Secretary of State is 
unable to compute an appropriate gross income upon which to base withholding and 
results in the employees not paying taxes on the additional benefit they derive from 
using a State vehicle. 

 
The motor pool was maintained for the general use of employees who have not been 
personally assigned vehicles but are required to travel for business purposes.  Office 
personnel stated these individuals were assigned motor pool vehicles as their own 
personal vehicles were being repaired.  Due to a lack of documentation, we were 
unable to determine the amount of State and personal use of these vehicles.  Motor 
pool vehicles should not be used as a substitute for an employee’s personal vehicle. 
 

• During our review of 25 vehicle assignments, we noted 6 instances (24%) where the 
Office’s Payroll Department was not notified on a timely basis of the personal use of 
the vehicle, and thus not including the value of the fringe benefit in the employee’s 
income.  The delay in notifying Payroll ranged from 28 to 287 days following the 
personal assignment of the vehicles to the employees. 

 
Office personnel stated the delay was caused by breakdown of communication 
between the department directors and the Payroll Department.  Good business 
practice requires the Payroll Department to be notified during the pay period in 
which the employee is assigned a car.  Failure to notify Payroll in a timely manner 
requires a retroactive adjustment be made to the Office’s payroll to add the value of 
the fringe benefit into the employees’ income.  (Finding Code No. 05-3, 03-2) 
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RECOMMENDATION: 
 
We recommend the Secretary of State strengthen its controls regarding State vehicles as 
follows: 
 
• Communicate the requirement to file accident reports in a timely manner to those 

employees whose jobs involve travel.  We also recommend the Vehicle Coordinator 
monitor the submission of accident reports to ensure the DCMS requirements are 
being followed. 

 
• Enforce the requirement that employees file properly completed Monthly 

Automotive Cost Reports with all required documentation in a timely manner. 
 

• Monitor the Chicago motor pool activity to ensure that motor pool vehicles are not 
treated as personally assigned vehicles without following the appropriate procedures. 

 
• Implement controls to ensure the Payroll Department is immediately notified of all 

personally assigned vehicles. 
 
 SECRETARY OF STATE RESPONSE: 
 
 Implemented.  The Secretary of State has established the Automotive Administration and 

Maintenance Department to coordinate, monitor and enforce policies and procedures 
pertaining to the use of Secretary of State vehicles.  In December 2005, the Illinois 
Secretary of State’s Motor Vehicle Policy Manual went into effect.  This manual 
delineates the responsibilities that apply to the following entities: Automotive 
Administration and Maintenance Department, Secretary of State Departments (including 
the assignment and responsibilities of a motor vehicle coordinator within each 
Department), and all drivers of Secretary of State vehicles. 

 
For personally assigned vehicles, drivers are required to submit monthly automotive cost 
reports with necessary backup documentation to their Department’s motor vehicle 
coordinator by the fourth day of each month, who in turn must file the information with 
the administrator of the Automotive Administration and Maintenance Department by the 
seventh day of each month. 

 
The Manual details all of the rules pertaining to Secretary of State vehicle usage, 
including rules for promptly submitting accident reports to DCMS, and all employees 
must certify by signature that they have read and understand the rules and responsibilities 
that apply.  The recently established Automotive Administration and Maintenance 
Department, in conjunction with the motor vehicle coordinators within each Department, 
are responsible for monitoring compliance with applicable rules and procedures, 
including the Chicago motor pool activities. 

 



 

18 

Every Secretary of State employee is now required to complete and submit to the 
Automotive Administration and Maintenance Department a form signed by the 
employee’s Department Director indicating the date(s) that he or she will be claiming 
“personal use” of a State vehicle. This form must be completed and submitted before the 
employee is allowed to take possession of the vehicle.  The approved form is then 
promptly submitted to the Payroll Division to ensure compliance with IRS rules and 
regulations. 
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05-4 FINDING: (Inadequate control of cash at Drivers License Facilities) 
 
 The Secretary of State permits multiple employees to have access to the same cash 

drawers at the Drivers License Facilities (facilities).   
 
 During our fieldwork, we visited 4 of the Office’s 138 facilities.  We determined that 

multiple employees at these facilities could access the same cash drawers.  We also 
interviewed personnel within Drivers and Vehicles Services and verified that the Office 
has not mandated individual assignment of cash drawers.   

 
 Secretary of State personnel indicated the excessive access to the cash drawers is a 

byproduct of the emphasis placed on prompt service and minimal customer wait time.  
By permitting employees to access more than one cash drawer, the Office is reducing the 
wait time that could occur when employees leave their terminals for any reason, thus 
permitting another employee to continue processing at the terminal without switching out 
the cash drawers and restarting the terminal. 

 
 Good business practice dictates that the Office maintain adequate control over the 

receipts processed at the facilities, which includes restricting the access to the cash 
drawers.  A substantial portion of receipts is collected at the Drivers License Facilities.  
Although we did not identify specific cases where receipts were stolen, failure to restrict 
access to the cash drawers produces an environment where the potential for loss from 
fraud or theft is enhanced and hinders the resolution of potential discrepancies between 
facility sales and the related receipts.   (Finding Code No. 05-4) 

 
 RECOMMENDATION: 
 
 We recommend the Secretary of State ensure that each employee utilizes an individual 

cash drawer and not be permitted to access the drawer of other employees.  At the end of 
the employee’s shift, the contents of the drawer should be reconciled by the employee 
and the facility manager, or designee, to ensure its contents are complete.  

 
 SECRETARY OF STATE RESPONSE: 
 
 Accepted.  The Secretary of State Driver Services Department formed a Field Services 

Committee to draft cash accountability procedures.  As a result of this committee the 
Cash Accountability procedures were implemented in 2004.  Incorporated within these 
procedures are cash flow controls, managerial oversight procedures and report forms for 
auditing purposes.   
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The procedures adopted contain provisions to ensure that, when feasible, employees will 
be individually assigned to cash drawers and will reconcile the contents of the drawer 
with the facility manager, or designee, at the end of each shift.  When this is not feasible, 
the procedures include other safeguards to improve control of cash at Driver Services 
Facilities, including the following: 

 
• Purchase and installation of lockable cash drawers as funds become available. 
• Change funds increased to meet the needs of the facilities. 
• Purchase and installation of security cameras in the cashier area as well as the 

accounting office as funds become available. 
• The incorporation of an “Error Correction Screen” to limit “manual corrections” to 

daily work.   
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05-5 FINDING: (Year end carryover of postage) 
 
 During our review of postage usage, we noted the Secretary of State is requesting 

postage for their meters and postage warrants at the end of the fiscal year in excess of 
reasonably expected usage for the beginning of the next fiscal year. 

 
 At June 30, 2004, the Office had $4,886,000 of postage on hand, consisting of 

$3,118,000 of postage in meters and $1,768,000 of uncashed postage warrants.  Postage 
on hand was 47% of fiscal year 2004 postage expenditures, which totaled $10,350,640.  
The postage warrants on hand at June 30, 2004 were not expended until the latter part of 
the lapse period or after lapse period.  The lag time between the date the warrants were 
issued and the date they were paid ranged from 69 to 148 days. 

 
 At June 30, 2005, the Office had $6,307,000 of postage on hand, consisting of 

$5,956,000 of postage in meters and $351,000 of uncashed postage warrants.  Postage on 
hand was 74% of fiscal year 2005 postage expenditures, which totaled $8,467,110.  

 
 The practice of expending remaining contractual services appropriations at the end of a 

fiscal year to accumulate postage circumvents the appropriation process by using prior 
year appropriations for current fiscal year costs. 

 
 Secretary of State personnel stated they historically purchase enough postage at year end 

to cover any lag time if there is a delay in signing the next year’s appropriation bill.  
Postage on hand should be more closely analyzed to prevent an excessive carryover 
balance, to prevent holding uncashed postage warrants up to 148 days, and to more 
closely charge fiscal year postage costs to current year appropriations.  (Finding Code 
No. 05-5, 03-6) 

 
 RECOMMENDATION: 
 
 We recommend the Secretary of State analyze postage needs for the beginning of the 

next fiscal year to determine a reasonable carryover balance and to match postage 
expenditures with the proper fiscal year. 

 
 SECRETARY OF STATE RESPONSE: 
 
 Accepted.  The Secretary of State has adopted policies and procedures to enable an 

annual analysis of postage expenditures. The Office has already ended the practice of 
holding uncashed postage warrants, and will continue to improve on our other postage 
processes. 
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05-6 FINDING: (Failure to adopt rules for the Inspector General in compliance with the 
Secretary of State Act) 

 
 The Secretary of State did not adopt rules establishing minimum requirements for 

initiating, conducting, and completing investigations. 
 
 The Secretary of State Act (Act) (15 ILCS 305/14(f)) states, “The Inspector General must 

adopt rules, in accordance with the provisions of the Illinois Administrative Procedure 
Act, establishing minimum requirements for initiating, conducting, and completing 
investigations.  The rules must establish criteria for determining, based upon the nature of 
the allegation, the appropriate method of investigation, which may include, but is not 
limited to, site visits, telephone contacts, personal interviews, or requests for written 
responses.  The rules must also clarify how the Office of the Inspector General shall 
interact with other local, State, and federal law enforcement investigations.”   

 
 The Inspector General has adopted internal policies which include all of the above 

requirements.  However, the policies have not been codified in accordance with the 
Illinois Administrative Procedure Act. 

 
 Inspector General personnel stated an employee, who recently separated from the Office, 

was working on the updating and codification of the rules.  They further stated the 
Inspector General has assigned those duties to another individual who is working to 
complete the process. 

 
 Failure to adopt rules in accordance with the Illinois Administrative Procedure Act is in 

noncompliance with the Secretary of State Act.  The codified rules are necessary to 
enforce and protect the work performed by the Office of the Inspector General.  (Finding 
Code No. 05-6) 

 
 RECOMMENDATION: 
 
 We recommend the Secretary of State complete the update of the Inspector General rules 

and have them codified according to the Illinois Administrative Procedure Act. 
 
 SECRETARY OF STATE RESPONSE: 
 
 Accepted.  The Secretary of State Inspector General’s office continues to update the rules 

to have them filed and codified in accordance with the Illinois Administrative Procedure 
Act. 
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05-7 FINDING: (Maintenance of locally held fund without statutory authority – Antique 
Vehicle Show Fund) 

 
 The Secretary of State operated a locally held bank account since 1974 without statutory 

authority. 
 
 During the fiscal year 2004 financial audit, we noted a locally held bank account that was 

used for the annual Secretary of State Antique Vehicle Show. This checking account is 
technically under the name “SOS Antique Vehicle Show Committee,” a committee of 21 
volunteers.  Secretary of State management stated the Show has been held every year 
since 1949, with the checking account being established in 1974.  The Committee has its 
own taxpayer identification number and uses the fund to pay for trophies, plaques, 
special-event temporary license plates, and other commodities related to the Show. 

 
 Even though the account is technically in the name of the “Committee”, the control of 

and spending authority for the account lies with Secretary of State employees, whose 
salaries are paid from State funds.  Additionally, some State funds are spent to print fliers 
or brochures for the Show.  Management acknowledged that this account should be 
established in the Comptroller’s system as a locally held fund to increase accountability 
for the account. 

 
 During fiscal year 2005, the Secretary of State submitted a request to the Comptroller to 

establish the account as a locally held fund.  Recently, the Secretary of State received 
verbal confirmation from the Comptroller’s Office that they will not allow the Secretary 
of State to establish the account as a locally held fund, on the basis that the Secretary of 
State lacks statutory authority to operate such a fund. 

 
 The State Officers and Employees Money Disposition Act (30 ILCS 230/2a.2) states, 

“No officer or employee of this State shall create or maintain or participate in a trust fund 
or bank or savings and loan association deposit of any money received by him by virtue 
of his office or employment except as provided by law.”   

 
 Secretary of State management stated they will now attempt to seek legislative authority 

for the Fund. 
 
 The Fund expended $12,265 and $11,035 during fiscal years 2004 and 2005, 

respectively, and had a balance of $3,508 at June 30, 2005.  (Finding Code No. 05-7) 
 
 RECOMMENDATION: 
 
 We recommend the Secretary of State seek legislative authority to maintain the Antique 

Vehicle Show Fund.  If authorized, we recommend the Office comply with the directives 
as specified in the law and Comptroller’s Office instructions with respect to reporting and 
recording the fund activities. 
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 SECRETARY OF STATE RESPONSE: 
 
 Accepted.  Senate Bill 2252 has been introduced that would authorize the Secretary of 

State “to create a fund outside the State Treasury, to be known as the Secretary of State 
Antique Vehicle Show Fund.”  If passed, the Comptroller’s Office will formally establish 
the Fund as a locally held fund under the custody of the Secretary of State.  Additionally, 
the Office has already begun to comply with Comptroller’s Office instructions with 
respect to reporting and recording the fund activities.  This is evidenced by the 
submission of various financial reports to the Comptroller’s Office for fiscal year 2005 
regarding the Antique Vehicle Show Fund. 

 
The Secretary of State will track the progress of the pending legislation and appropriate 
actions will be taken as needed. 
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05-8 FINDING: (Inadequate security administration function) 
 

The Office did not have an adequate computer security administration function. 
 
The Office had approximately 140 full time positions supporting a mainframe and a 
network of some 2,300 PCs.   
 
During our review of the Office’s computer security administration procedures, we noted 
the following weaknesses: 

 
• Non-Independent Security Framework - The Security Administrator was not 

independent, performed non-security related duties, and did not report directly to the 
Director of the Department of Information Technology.   
 

• Outdated Security Policies and Procedures - Over the past decade, the Office’s 
technology infrastructure had changed significantly.  However, we found the Security 
Administrator had not ensured all security policies had been updated to reflect the 
current environment.  Many of its present technical policies were dated 1994. 
 

• Non-Enforced Compliance - The Security Administrator did not oversee all security 
aspects of the Office’s environment.  For example, the Office did not have formal 
written security software or LAN administration policies and procedures.  We also 
found the Security Administrator did not monitor overall compliance with established 
security policies and procedures.  For example, our security review revealed the 
following deficiencies: 

 
a) The Office’s Security Policy dictated a minimum password length to be 6.  

However, we noted the settings within the security software and network 
operating system permitted a minimum password length of 5.   
 

b) The Security Policy required inactive user IDs to be revoked after 31 days of non-
use.  However, we noted the network operating system default was set at 60 days.   
 

c)  The DoIT Policy for Secretary of State Computer/Data Users:  LAN Registrations 
(Disabled/Deleted Accounts) stated that any account that has an inactivity period 
of 30 days will be disabled, and any account that remains disabled for a period of 
60 days will be deleted unless prior arrangements have been made with the user’s 
department.  However, we noted that accounts were not disabled until after 60 
days of non-use and were rarely deleted immediately after the 60-day period. 
 

  The Office had a significant investment and places great reliance in its technology 
infrastructure that is used to meet its overall mission.  As such, the Office has an inherent 
responsibility to ensure security administration over its computer environment is adequately 
established and consistently enforced.  Without adequate security administration and 
continuous monitoring, the possibility of unauthorized access and misuse of the Office’s 
information systems and confidential or sensitive data could occur.  Without proper 
monitoring of security controls, a greater risk exists that security violations will occur and go 
undetected.   
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Office personnel stated that these weaknesses occurred due to the experience level of 
current security personnel and other priorities.  (Finding Code No. 05-8) 
 
RECOMMENDATION: 

 
We recommend the Office assess its security administration function and ensure it is 
adequate for safeguarding the Offices’ computer systems and data resources.     
 
In addition, we recommend the Office:  
 
• Update its security and other technology-related policies to reflect the current 

operating environment, including the development of security software or LAN 
administration policies and procedures.  Policies and procedures for administering 
access to computer resources, reviewing and monitoring of security software 
activities, and the processing and reporting of security violations should be 
established.   
 

• Consider restructuring the Security Administrator position so that it reports directly to 
the Director of the Department of Information Technology.  At a minimum, we 
recommend the Office ensure the Security Administrator oversees all security aspects 
of the Office’s computing environment to enforce compliance with established 
security policies and procedures.    

 
 SECRETARY OF STATE RESPONSE: 
 
 Accepted.  The Secretary of State has appointed a Security Administrator who reports 

directly to the Director of the Department of Information Technology. The Security 
Administrator is responsible for ensuring that the Security Administration function is 
adequate for safeguarding the Office’s computer systems and data resources.  

 
Included in this role, the Security Administrator shall ensure that all policies and 
procedures are reviewed and updated on a regular basis to reflect the current office 
environment and to ensure the Office complies with established security policies and 
procedures. 
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05-9 FINDING: (Change control weaknesses) 
 

The Office did not always comply with its change control policies and procedures.  It 
also did not ensure timely completion of all approved project requests. 
 

  The Office had established approximately 140 full-time positions supporting mainframe 
and network systems consisting of several critical, confidential or financially sensitive 
systems for use in meeting its overall mission.  However, it failed to enforce compliance 
with its change control policies and procedures.   
 
During our review, we tested 25 Project Initialization Requests (PIRs) and noted the 
following weaknesses: 

 
1. The Version Change Form, which is utilized to document the movement of the 

change into production, was not available for 4 PIRs (16%).   
 

2. Testing documentation was not available for 5 PIRs (20%).  Office personnel stated 
that testing documentation is not consistently maintained. 
 

3. Not all PIRs were properly completed.  For example, we noted: 
 

• The type of request (i.e. new system, modification, feasibility, or maintenance) 
was not always specified; 

• The requestor’s signature was not always provided; and, 
• The date the request was to be completed was not always included.   

 
  In addition, we noted that Information Technology projects were not always completed in a 

timely manner.  At the time of our review, 151 project requests, approved between 1996 and 
2005, had not been completed. 
  
The Office should ensure compliance with its change control procedures to ensure all 
modifications to existing system are adequately authorized, tested, and documented.  In 
addition, all project requests should be monitored and completed within a reasonable 
timeframe.   

 
  Failure to consistently maintain adequate documentation could reduce the effectiveness 

of the Office’s change control policies and procedures, and result in unauthorized 
changes that could impact the integrity of the Offices’ computer programs and data.  
Failure to complete the PIRs in a timely manner can hinder the Office’s ability to meet its 
federal and State mandated duties, and affect its ability to deliver timely services to the 
public.   
 



 

28 

Office personnel indicated a lack of manpower caused by the number of personnel that 
took advantage of the State’s early retirement incentives, and the inability to replace 
those employees due to budget constraints, hindered the Office’s ability to ensure 
compliance with existing change control procedures and to complete outstanding PIRs in 
a timely manner.  (Finding Code No. 05-9) 

 
RECOMMENDATION: 

 
We recommend the Office enforce compliance with its change control policies and 
procedures.  As such, the Office should ensure all changes have been appropriately 
authorized, tested, and consistently documented.    
 

  We also recommend the Office re-evaluate its outstanding PIRs and determine which 
requests are still needed.  PIRs no longer needed should be canceled, while all other 
outstanding PIRs should be prioritized based on purpose of need and availability of 
resources in an effort to complete needed requests.   

 
 SECRETARY OF STATE RESPONSE: 
 
 Accepted.  The Secretary of State is developing a software application to standardize the 

change control process.  This program will require proper documentation and 
authorization of all change requests, and will track the status of all PIRs and related 
documentation to ensure that all changes are appropriately authorized, tested, and 
consistently documented.  This program will also be used to help prioritize PIRs based on 
the purpose of need and availability of resources. 
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PRIOR FINDINGS NOT REPEATED 
(STATE COMPLIANCE) 

 
 
05-10 Prior Finding – Certificate of deposit in excess of FDIC coverage 
 
 The prior audit noted the Secretary of State accepted a certificate of deposit with a 

balance that exceeded the $100,000 Federal Deposit Insurance Corporation (FDIC) 
coverage. 

 
 During the current examination, we reviewed the listing of certificates of deposit in the 

Go-Back Fund as of June 30, 2005.  Our testing did not disclose any certificates 
exceeding the $100,000 threshold.  The Secretary of State has implemented controls to 
ensure that only surety bonds or certificates of deposit that are fully collateralized or 
insured are accepted.  (Finding Code No. 03-3, 01-2) 

 
 
05-11 Prior Finding – Noncompliance with Fiscal Control and Internal Auditing Act 
 
 The prior audit noted the Secretary of State did not comply with the Fiscal Control and 

Internal Auditing Act (FCIAA) by failing to perform audits of grants received or made 
by the Secretary of State during the audit period and not filing the FCIAA Certification 
with the Office of the Auditor General for fiscal years 2002 and 2003 in a timely 
manner.  

 
 During the current examination, our testing did not disclose any instances where 

Internal Audit failed to perform audits of grants received or made and filed their 
FCIAA Certification with the Office of the Auditor General by the May 1 deadline of 
each year.  (Finding Code No. 03-4) 

 
05-12 Prior Finding – Lack of Internal Audit review of major information system changes 
 
 The prior audit noted Internal Audit actively participated in the review of only one of 

the six major development projects completed during fiscal year 2002 and 2003.   
 
 During the current examination, our testing revealed that Internal Audit reviewed all 3 

major system modifications performed during the examination period and fulfilled its 
responsibilities as outlined in the Fiscal Control and Internal Auditing Act (30 ILCS 
10/2003).  (Finding Code No. 03-5, 01-6, 99-6) 
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05-13 Prior Finding – Untimely approval of invoice vouchers 
 
 The prior audit noted the Secretary of State did not approve or deny invoice vouchers 

within thirty days and did not calculate interest on late payments to vendors as required 
by State Rules. 

 
 During the current examination, we noted the invoices tested were approved within 30 

days of the receipt of a proper bill from the vendor.  (Finding 03-7, 01-10, 99-3) 
 
05-14 Prior Finding – Failure to approve out of state travel in advance 
 
 The prior audit noted the Secretary of State did not approve 4 of the 50 out of state 

travel vouchers tested prior to the travel taking place.   
 
 During the current examination, the vouchers tested for out of state travel were 

approved prior to the commencement of travel.  (Finding Code 03-8, 01-11) 
 
05-15 Prior Finding – Telephone calling cards not canceled on a timely basis 
 
 The prior audit noted the Secretary of State did not cancel telephone calling cards on a 

timely basis when an employee retires, transfers, or otherwise leaves the Office. 
 
 During the current examination, the Office implemented procedures to review 

telephone calling cards and cancel all cards that were currently not in use.  (Finding 
Code No. 03-9, 01-14) 
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STATE OF ILLINOIS 
OFFICE OF THE SECRETARY OF STATE 

 
FINANCIAL STATEMENT REPORT 

 
 SUMMARY 

 
 

The audit of the accompanying financial statements of the State of Illinois, Office of the 
Secretary of State was performed by Sikich, LLP as special assistants for the Auditor General. 
 
Based on their audit, the auditors expressed an unqualified opinion on the Office of the Secretary 
of State’s basic financial statements. 
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STATE OF ILLINOIS 
OFFICE OF THE SECRETARY OF STATE 

 
SUPPLEMENTARY INFORMATION FOR STATE COMPLIANCE PURPOSES 

 
SUMMARY 

 
Supplementary Information for State Compliance Purposes presented in this section of the report 
includes the following: 
 
• Fiscal Schedules and Analysis: 
 
 Schedule of Expenditures of Federal Awards  
 Year Ended June 30, 2005 
 Year Ended June 30, 2004 
 Notes to Schedule of Expenditures of Federal Awards  
 Schedule of Appropriations, Expenditures and Lapsed Balances –  
  Operating Group by Fund 
     Fiscal Year 2005 
     Fiscal Year 2004 
 Schedule of Appropriations, Expenditures and Lapsed Balances –  
  Total by Fund 
   Fiscal Year 2005 
   Fiscal Year 2004 
 Comparative Schedule of Net Appropriations, Expenditures and Lapsed Balances 
 Expenditures by Major Object Code 
 Schedule of Efficiency Initiative Payments 
 Comparative Schedule of Receipts, Disbursements, and Fund Balances (Cash Basis) - 

Locally Held Funds 
 Schedule of Changes in State Property  
  Year Ended June 30, 2005 
  Year Ended June 30, 2004 
 Comparative Schedule of Cash Receipts - By Department and Source 
 Reconciliation Schedule of Cash Receipts by Department, Source and Fund to Deposits 

Remitted to the State Comptroller  
     Year Ended June 30, 2005 
     Year Ended June 30, 2004 
 Analysis of Significant Variations in Expenditures  
 Analysis of Significant Variations in Receipts  
 Analysis of Significant Lapse Period Spending  
  Year Ended June 30, 2005 
  Year Ended June 30, 2004 
 Analysis of Cash Receipts (Unaudited) 
 Analysis of Accounts Receivable 
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• Analysis of Operations: 
 

 Agency Functions and Planning Program 
 Analysis of Personal Services 

 Accounting Revenue Sales Analysis as Reported by Vehicle Services and Drivers 
Services (Unaudited) 

 Emergency Purchases 
  Year Ended June 30, 2005 
  Year Ended June 30, 2004 
 Illinois First Projects 
 Service Efforts and Accomplishments (Unaudited) 
 Statistical Highlights 
 
The auditors’ report that covers the Supplementary Information for State Compliance Purposes 
presented in the Compliance Report Section states that it has been subjected to the auditing 
procedures applied in the audit of the basic financial statements and, in the auditors’ opinion, 
except for that portion marked “unaudited,” on which they express no opinion, it is fairly stated 
in all material respects in relation to the basic financial statements taken as a whole. 
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STATE OF ILLINOIS 
OFFICE OF THE SECRETARY OF STATE 

 
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS  

 
Years Ended June 30, 2005 and 2004 

 
1.  GENERAL 
 
 The accompanying Schedule of Expenditures of Federal Awards presents the Federal award 

programs of the Office of the Secretary of State.  The reporting entity for the Office is 
defined in Note 2 of the notes to the Office’s financial statements.  The Schedule of 
Expenditures of Federal Awards includes the expenditure of awards received directly from 
Federal agencies and awards passed through other State and local agencies. 

 
 The Schedule of Expenditures of Federal Awards was prepared for State compliance 

purposes only.  A separate single audit of the Office of the Secretary of State was not 
conducted.  A separate single audit of the entire State of Illinois (which includes the Office 
of the Secretary of State) was performed and released under separate cover. 

 
 2. BASIS OF ACCOUNTING 
 
 The Schedule of Expenditures of Federal Awards has been prepared in accordance with 

accounting principles generally accepted in the United States of America on the modified 
accrual basis of accounting as prescribed in pronouncements issued by the Governmental 
Accounting Standards Board.   

 
3. INDIRECT COSTS 
 
 The Office does not claim indirect cost reimbursements for any of its federal award 

programs.  Consequently, the Office does not have an indirect cost rate established for 
allocating indirect costs to federal award programs. 

 
4. DESCRIPTION OF SIGNIFICANT FEDERAL AWARD PROGRAMS 
 

The following is a brief description of the significant programs included in the Expenditures 
of Federal Awards schedule:  
 

 A. Election Assistance Commission (formerly General Services Administration): 
 
Help America Vote Act Requirements Payments CFDA #90.401 (formerly Election 
Reform Payments CFDA #39.011) – This grant was received by the Office as a pass-
through from the Illinois State Board of Elections.  The primary purpose of this grant to 
the State is to assist the State in complying with the Uniform and Nondiscriminatory 
Election Technology and Administration Requirements in Title III of the Help America 
Vote Act (voting systems standards, provisional voting and voting information 
requirements, computerized statewide voter registration list requirements and 
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requirements for voters who register by mail, etc.).  Under this program, the Office’s 
responsibility is to link voter registration databases to drivers’ license databases, and to 
enable the Office to register voters at Driver Services facilities throughout the State. 

   
B. U.S. Department of Homeland Security 

 
State Domestic Preparedness Equipment Support Program CFDA #97.004 - This grant 
was received by the Office as a pass-through from the Illinois Emergency Management 
Agency.  The program’s purpose is to enhance the capacity of State and local first 
responders to respond to terrorism incidents involving chemical, biological, nuclear, 
radiological, incendiary, and explosive devices.  The Office received funds from this 
program to increase security in and around the State Capitol Complex in Springfield, 
and also to enable electronic portrait images of driver’s license and identification card 
photos to be transmitted directly and instantly to Illinois criminal justice agencies. 

 
C. U.S. Department of Transportation 

 
Motor Carrier Safety CFDA #20.217 - The objective of this program is to protect the 
public from risks inherent in commercial vehicle operations on the public highways, 
and to minimize risks involved in moving hazardous materials over public highways.  
The Office is using this grant to enable instant verification with the Social Security 
Administration of a driver’s social security number before issuing or renewing a 
driver’s license. 
 
Commercial Driver License State Programs CFDA #20.232 – The purpose of this 
program is to help prevent truck and bus accidents, fatalities, and injuries by requiring 
drivers to have a single commercial motor vehicle license and by disqualifying drivers 
who operate commercial motor vehicles in an unsafe manner.  The Office uses this 
grant to purchase, install and maintain automated testing machines for commercial 
driver license applicants. 

 
 D. National Foundation on the Arts and the Humanities 
 

State Library Program CFDA #45.310 – This program primarily provides funding for 
the purpose of consolidating Federal library services programs.  Funding is designed to 
promote access to learning and information resources in all types of libraries for 
individuals of all ages; to promote library services that provide all users access to 
information through State, regional, and international electronic networks; to provide 
linkages among and between libraries; to promote targeted library services to people of 
diverse geographic, cultural and socioeconomic backgrounds, to individuals with 
disabilities, and to people with limited functional literacy or information skills. 
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National Leadership Grants Program CFDA #45.312 – The purpose of this program is 
to enhance the quality of library and museum services nationwide and to provide 
coordination between libraries and museums.  The Office has received several grants 
under this program in fiscal years 2004 and 2005, which have been used to support 
various projects consistent with the program’s purpose. 

  
Promotion of the Humanities Program CFDA #45.164 – The purpose of this program is 
to provide opportunities for the American public to explore human history and culture 
through humanities programs in museums, historical organizations, libraries, 
community centers, and other gathering places, as well as on public television and 
radio.  The Office received a grant to promote the bicentennial of the Lewis and Clark 
expedition west to the Pacific Ocean. 
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STATE OF ILLINOIS 
OFFICE OF THE SECRETARY OF STATE 

 
SCHEDULE OF EFFICIENCY INITIATIVE PAYMENTS 

 
 Years ended June 30, 2005 and June 30, 2004 

 
 
 
The Office did not incur any efficiency initiative payments during the engagement period. 
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STATE OF ILLINOIS 
 OFFICE OF THE SECRETARY OF STATE 
 
 ANALYSIS OF SIGNIFICANT VARIATIONS IN EXPENDITURES 

 
 
The following are explanations of variations in expenditures which exceed $25,000 and 15% or 
more as compared to the prior year: 
 
Operations: 
 
1. Personal Services extra help decreased by $1,035,576, or 16.18%, between fiscal year 2003 

and 2004.  Due to significant budget cuts in fiscal year 2004, and late passage of the final 
budget, the Office was forced to delay the hiring of extra help employees until later in the 
fiscal year than usual, causing fiscal year 2004 expenditures to be less than in the previous 
year.   

 
2. Group insurance expenditures increased by $527,074, or 45.69%, from fiscal year 2004 to 

2005.  Two factors affect this fluctuation.  First, group insurance rates increased by roughly 
10% between fiscal year 2004 and 2005.  Second, changes to the appropriations for personal 
services between fiscal year 2004 and 2005 caused the Office to shift payroll costs from 
General Revenue Fund and Road Fund to various special funds.  The Office does not pay 
group insurance for payrolls in the General Revenue Fund and the Road Fund, but it does 
pay group insurance from some of the other funds.  Thus, each employee that was moved to a 
special fund’s payroll directly increased the group insurance cost to the Office by about 
$12,000 in fiscal year 2005. 

 
3. State Retirement Fund contributions increased by $9,851,049, or 70.89%, between fiscal year 

2004 and 2005.  In reality, State Retirement Fund contributions only increased by 
$7,221,603, or 43.70%, when combining this account with the Pension-Continuing 
Appropriation account described below.  The increase is largely the result of an increase in 
the State Retirement Fund contribution rate from 13.44% in fiscal year 2004 to 16.11% in 
fiscal year 2005. 
 

4. Pension – Continuing Appropriation expenditures increased by $2,629,446, or 100.00%, 
between fiscal year 2003 and 2004, and decreased by the same amount between fiscal year 
2004 and 2005.  Because the actual payout rates for State Retirement contributions were 
higher than the rates included in the final appropriations, insufficient funds were 
appropriated to agencies throughout the State in fiscal year 2004.  As such, the continuing 
appropriation for pension payments authorized by the State Pension Funds Continuing 
Appropriation Act (40 ILCS 15) was invoked during fiscal year 2004 only.   In fiscal year 
2005, no payments were made from this account. 
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Operations (continued): 
 

5. Travel expenditures decreased by $145,912, or 15.13%, between fiscal year 2003 and 2004, 
and decreased by another $129,947, or 15.88%, between fiscal year 2004 and 2005.  Budget 
cuts in fiscal year 2004 forced the Office to look closely at operations to identify areas that 
could be scaled back with minimal impact on the critical functions of the Office.  The Office 
was able to save money by reducing non-critical travel, particularly out-of-state travel, and 
by utilizing new video and teleconferencing technology, enabling Office officials and 
employees to conduct business between Springfield and other locations without incurring 
travel costs.  The use of telecommunications equipment in lieu of employee travel continued 
to expand in fiscal year 2005. 
 

6. Printing expenditures decreased by $1,120,551, or 22.55%, between fiscal year 2003 and 
2004, and decreased by another $634,787, or 16.50%, between fiscal year 2004 and 2005.  
Most of the decrease between fiscal year 2003 and 2004 is the result of printing costs for 
validation stickers being paid as lump sum expenditures by the Motor Vehicle License Plate 
Fund, which previously had been paid as a printing expenditure in the Road Fund, causing 
Printing costs to decrease in fiscal year 2004 and Motor Vehicle License Plate Fund costs to 
increase.  The decrease from fiscal year 2004 to 2005 was caused primarily by the same type 
of reason, in that significant printing costs for temporary registration permits were shifted 
from printing expenditures within the Road Fund to lump sum expenditures in the Motor 
Vehicle License Plate Fund.  Actual reductions to overall printing expenditures did occur 
between fiscal year 2003 and 2004, and between fiscal year 2004 and 2005.  These were 
primarily due to increased use of and reliance on electronic documents and Internet-based 
forms, which has reduced the need for paper and printing costs in recent years. 
 

7. Commodities expenditures increased by $1,477,910, or 24.83%, between fiscal year 2003 
and 2004, and decreased by $2,841,609, or 38.24%, between fiscal year 2004 and 2005.  This 
fluctuation was primarily spurred by purchases of license plates, in which an unusually high 
number of license plates were purchased in fiscal year 2004, causing the increase from fiscal 
year 2003 to 2004.  The result was more license plate inventory on hand at the end of fiscal 
year 2004.  The Office recognized this situation and adjusted by purchasing fewer license 
plates in fiscal year 2005, explaining the reduction in commodities expenditures. 
 

8. Equipment expenditures increased by $712,399, or 29.18% between fiscal year 2004 and 
2005.  In fiscal year 2005, the Office began making payments on a new IBM Enterprise 
Server that was purchased to replace the mainframe that was previously used.  Additionally, 
federal reimbursements for the purchase of commercial driver license (CDL) automated 
testing machines enabled the Office to purchase more CDL machines in fiscal year 2005. 
 

9. Electronic data processing (EDP) expenditures increased by $1,079,257, or 16.29%, between 
fiscal year 2004 and 2005.  This increase was caused by shifting payments for 
photographing, imaging and printing driver licenses and identification cards from Office 
Automation and Technology lump sums, within the Secretary of State Special Services Fund, 
to the EDP line item.   
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Operations (continued): 
 

10. The Interagency Grant Fund expenditures increased $1,441,442, or 129.51%, from fiscal year 
2004 to 2005.  Approximately $625,000 of this increase was attributed to two grants from the 
U.S. Department of Homeland Security received by the Office as a pass-through grant from the 
Illinois Emergency Management Agency.  One grant was to increase security at the Capitol 
Complex.  The other was to enable driver license and identification card photos and information 
to be instantly accessible to law enforcement agencies throughout Illinois.  Approximately 
$760,000 of the increase was attributable to a grant from the U.S. Election Assistance 
Commission received by the Office as a pass-through grant from the Illinois State Board of 
Elections to link voter and driver databases and enable the Office to register voters at driver 
service facilities throughout the State.  The majority of the expenditures for this project were 
paid in fiscal year 2005. 

 
11. The Secretary of State Grant Fund expenditures increased $216,689, or 2443.77%, from fiscal 

year 2003 to 2004.  This fund depends on funding made available from non-governmental 
sources for specified programs.  During fiscal year 2004, the Illinois State Library received 
$664,000 from the Bill and Melinda Gates Foundation to be sub-granted to local libraries for 
technology improvements over a three-year period.  Thus, expenditures from the fund were 
much higher in fiscal year 2004 and 2005 than in previous years. 

 
12. The Securities Investors’ Education Fund program increased by $180,730 or 220.03%, between 

fiscal year 2003 and 2004.  This increase occurred because fiscal year 2004 was the first year in 
which payroll costs were paid from this fund, through lump sum appropriations, as a result of 
identifying employees who work specifically on this program.  Also, postage expenditures were 
incurred for the first time in fiscal year 2004, as lump sum appropriations, to cover the costs of 
mailings related to increasing the public’s awareness of securities fraud. 

 
13. Alternate Fuels Fund expenditures increased $169,827, or 100.0%, from fiscal year 2003 to 

2004.  The alternate fuel program ended in fiscal year 2002, so no funds were expended in fiscal 
year 2003.  During 2003, legislation was passed to continue the program.  However, due to 
budget constraints and timing, no funds were expended in fiscal year 2003.  The program 
resumed in full in fiscal year 2004. 

 
14. Motor Vehicle License Plate Fund expenditures decreased $2,863,283, or 20.79%, from 

fiscal year 2004 to 2005.  This fluctuation was spurred primarily by the purchases of license 
plates, in which an unusually high number of license plates were purchased in fiscal year 
2004, causing an increase from fiscal year 2003 to 2004.  The result was more license plate 
inventory on hand at the end of fiscal year 2004.  The Office recognized this situation and 
adjusted by purchasing fewer license plates in fiscal year 2005, explaining the reduction in 
expenditures between fiscal year 2004 and 2005. 
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Operations (continued): 
 
15. Online Computer Library Center program expenditures decreased $4,082,771, or 81.07%, 

from fiscal year 2004 to 2005.  This program, which was statutorily authorized but not 
required by the State Library Act, involved collecting user fees from local libraries and 
paying them to the contractors providing the service.  In fiscal year 2005, the collection 
aspect of this program was transferred from the Illinois State Library to the Lincoln Trail 
Library System.  As such, the agency fund that collected and passed through the fees was 
liquidated early in fiscal year 2005, resulting in considerably fewer expenditures than in prior 
years. 

 
16. Secretary of State DUI Administration Fund expenditures increased $764,437, or 104.00%, 

between fiscal year 2003 and 2004 and decreased $237,388, or 15.83%, between fiscal year 
2004 and 2005.  The Office did not begin spending money from this fund until the end of 
April 2002.  It took several months before the fund began regularly paying bills, due largely 
to billing delays by contractual attorneys, causing fiscal year 2003 expenditures to be 
considerably less than a full year of expenditures.  Fiscal year 2004 represents a full year of 
expenditures.  Also, relatively significant postage expenditures were paid from this fund in 
fiscal year 2004 to cover the cost of mailings of various documents, primarily administrative 
orders and case files involved in an administrative hearing.  No postage was paid from this 
fund in fiscal year 2005, causing the decrease. 

 
17. Social Security on-line verification expenditures increased $127,508, or 210.12%, between 

fiscal year 2003 and 2004 and decreased $147,988, or 78.64%, between fiscal year 2004 and 
2005.  The majority of the expenditures for this program have been payments to contractual 
software programmers, who received payments from March 2003 until October 2004.  Thus, 
payments were made for only three and a half months of fiscal year 2003, all of fiscal year 
2004, and only four months of fiscal year 2005.  This explains the increase in fiscal year 
2004 and decrease in fiscal year 2005. 

 
18. Department of Homeland Security program expenditures increased by $100,980, or 

100.00%, between fiscal year 2004 and 2005.  Beginning in fiscal year 2005, the Office is 
required to collect a federal government fee for commercial driver license (CDL) applicants 
seeking a CDL endorsement to transport hazardous materials.  The Office collects these fees 
and periodically forwards payment to the U.S. Department of Homeland Security.   

 
Awards and grants 

 
19. Library lump sums increased by $620,150, or 60.53%, between fiscal year 2003 and 2004 

due to the shifting of appropriations between funds, increasing the library lump sum 
appropriations from the Secretary of State Special Services Fund, and decreasing those from 
the General Revenue and Live and Learn Funds.   
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Permanent improvements 
 

20. Expenditures for permanent improvements decreased by $386,425, or 40.92%, between 
fiscal year 2004 and 2005.  This decrease occurred because the Office did not receive an 
appropriation from the Capital Development Fund for rehabilitation and maintenance of 
various facilities in fiscal year 2005, because the General Assembly did not pass a capital 
appropriation bill early in fiscal year 2005.  Funding has since been restored in fiscal year 
2006. 

 
21. Alterations and repairs expenditures increased by $1,904,846, or 402.78%, between fiscal 

year 2004 and 2005.  This increase was the direct result of spending to increase security at 
the Capitol Complex following the tragic murder of a Capitol security guard. 

 
Refunds 

 
22. Corporate franchise tax refunds increased by $1,312,084, or 103.86%, between fiscal year 

2003 and 2004, and decreased by $2,059,584, or 79.97%, between fiscal year 2004 and 2005.  
The Office issues refunds when corporations pay more franchise taxes than required.  In 
fiscal year 2004, an extremely large refund was paid to a company that overpaid their taxes, 
causing a spike in fiscal year 2004 refund expenditures. 

 
23. Safety responsibility refunds decreased by $233,351, or 23.71%, between fiscal year 2004 

and 2005.  Uninsured motorists involved in certain accidents must post a cash bond to the 
Office to compensate the injured party.  This bond is maintained in the non-appropriated 
Safety Responsibility Fund.  Upon adjudication of damage, the injured party is compensated 
and any residual funds are returned to the motorist from this fund.    The decrease was a 
result of fewer court orders for payments to injured parties in fiscal year 2005, which is 
beyond the control of the Office. 
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STATE OF ILLINOIS 
OFFICE OF THE SECRETARY OF STATE 

 
ANALYSIS OF SIGNIFICANT VARIATIONS IN RECEIPTS 

 
 
 
The following are explanations of variations in receipts that exceed $25,000 and 15% or more as 
compared to the prior year. 
 
In fiscal year 2004, several fee increases were implemented.  Many of the fees doubled from 
their original amount.  The implementation date for many of the fees was July 1, 2003, but others 
took effect on September 30, 2003; December 1, 2003; and January 1, 2004.  As a result, fee 
increases affected the receipt totals of both fiscal year 2004 and 2005.  
 
Business Services 
 
1. Corporation taxes and fees:  The fee increases related to corporations included raising the 

franchise tax cap of $1 million to $2 million, doubling the expedited service fees from a 
range of $10 - $100 to $20-$200, and raising the corporate annual report fee from $25 to $75.  
The combined effect was an increase of $27,077,072, or 17.8%, from fiscal year 2003 to 
2004.   

 
2. Uniform Limited Partnership:  In fiscal year 2004, several fee increases took effect.  Many of 

the fees doubled from their original amount generating an increase of $878,555, or 177.7%, 
from fiscal year 2003 to 2004, and an increase of $466,589, or 34.0%, from fiscal year 2004 
to 2005.    

 
3. Limited Liability Company Act:   In fiscal year 2004, several fee increases took effect, 

including, but not limited to:  $50 increase in filing the annual report, $100 increase in filing 
articles of incorporation and to file applications of authority, $10-$50 increases in filing 
articles of amendments, and a $200 increase in the penalty to return to good standing.  These 
fee increases resulted in $11,412,710, or 70.8%, more receipts from fiscal year 2003 to 2004 
and $7,350,037, or 26.7%, from fiscal year 2004 to 2005.    

 
4. Limited Liability Partnership:  In fiscal year 2004, several fee increases took effect 

pertaining to admission and restatement of certificates of limited partnerships, filing of 
certificates and amendments, filing of renewal reports, filing fees for reinstatements, and 
miscellaneous copy and other document fees.  As a result, receipts increased $252,009, or 
176.9%, from fiscal year 2003 to 2004.   
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Securities 
 
5. License fees or registrations:  Receipts increased $28,757,586, or 121.0%, from fiscal year 

2003 to 2004.  Much of the increase was due to the doubling of the fees pertaining to wire 
transfers, federally covered investment advisors, registration transfers, investment advisor 
representation, uniform limited offering exemptions, and securities audit and enforcement 
investment advisor re-registration.  That same year, the Securities Department was awarded 
$11 million from lawsuits related to security fraud.  Several large companies paid out 
millions in fines that were shared by the states.  In fiscal year 2005, absent any lawsuit 
proceeds and fee increases, deposits decreased $11,463,411, or 21.8%.   

 
Library 
 
6. Federal government:  Federal receipts increased $941,016, or 15.4%, from fiscal year 2003 to 

2004.  Because funds are reimbursed after being expended, the timing of expenses and 
reimbursements will vary year to year, especially if received during the month of July 
relating to expenditures occurring prior to July.  For example, in July 2003, approximately 
$942,000 was deposited, as compared to approximately $256,000 during the same period in 
2002.    

 
7. User library charges:  In November 2004, the State Library ceased being the fiscal office for 

the Online Computer Library Center (OCLC) program.  Prior to this date, the State Library 
would bill and collect receipts from other libraries participating in OCLC program.  Lincoln 
Trail Library is now the fiscal office in charge of collecting receipts.  As a result, receipts 
related to user library charges decreased $4,366,065, or 88.5%, from fiscal year 2004 to 
2005.  

 
Archives 
 
8. Copy and recording fees:  In fiscal year 2004, receipts pertaining to copy and recording fees 

increased $36,505, or 365.7%, from fiscal year 2003.  $17,300 of this increase was due to a 
miscategorization of fees to this department that should have categorized elsewhere.  The 
remaining $19,205 is the result of fee increases pertaining to microfilm sales and the 
institution of new fees related to research and the sale of land plat information.   

 
Index 
 
9. License fees or registrations:  In fiscal year 2004, the Index Department lobbyist registration 

fee increased.  Prior to fiscal year 2004, the registration fee was originally set at $50 per 
registration, regardless of the tax status of the organization.  Beginning in fiscal year 2004, 
for-profit entities pay $300 in registration fees.  As a result, receipts increased $872,762, or 
140.0%, from fiscal year 2003 to 2004.   
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Index 
 

10. Subscriptions and publications sales:   In fiscal year 2004, sales of the Administrative Code 
on CDROM and the Illinois Register totaled $66,410, and declined further to $28,710 in 
fiscal year 2005.  These declining sales resulted in overall subscription and publication sales 
receipts to decrease $43,020, or 54.7%, from fiscal year 2004 to 2005.  In fiscal year 2004, 
the Index Department started to phase out the CDROM production because of budgetary 
constraints.  They currently do not produce the CDROM. 

 
11. Lobbyist registration:  In fiscal year 2004, the Index Department lobbyist registration fee 

increased.  Prior to fiscal year 2004, the registration fee was originally set at $50 per 
registration, regardless of the tax status of the organization.  Beginning in fiscal year 2004, 
not-for-profit entities pay $100 in registration fees.  As a result, receipts increased $327,430, 
or 138.3%, from fiscal year 2003 to 2004.   

 
All Departments 
 
12. Employee reimbursements normally result from the personal phone calls made by employees 

and jury duty stipends paid to employees by circuit courts.  These repayments will vary year 
to year.  However, in fiscal year 2003, two employees repaid the Office $20,000 for improper 
travel expenses in order to avoid court action.  Also, until fiscal year 2004, the Department of 
Police regularly deposited costs for services in the Road Fund.  It is estimated that $24,000 
was deposited.  In fiscal year 2004, and going forward, the Office’s Department of Police 
deposits fines and other costs for service into the Secretary of State Police Services Fund and 
the Secretary of State Police DUI Fund, which are in the “SOS Police” section of the 
Comparative Schedule of Cash Receipts - By Department and Source.  The absence of these 
amounts from the Road Fund and the employee improprieties are attributed to the $42,513, 
or 74.2%, decline from fiscal year 2003 to 2004.   

 
13. State Board of Education:  In fiscal year, the Office received a $74,467 one-time grant for 

driver education in public schools.   
 
14. State Board of Elections:  In fiscal year 2004, the Office received a grant under the Help 

America Vote Act.  The grant continued into fiscal year 2005.  As a result, receipts of this 
kind increased $28,080, or 100%, from fiscal year 2003 to 2004, and then $1,209,920, or 
4308.8%, from fiscal year 2004 to 2005.   

 
15. Illinois Emergency Management Agency (IEMA):  In fiscal year 2005, a grant originating 

from the Office of Homeland Security, and passed through IEMA, was awarded for the 
purchase of security equipment for the Capitol Complex. 
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All Departments – Continued 
 
16. Department of Transportation:  The Social Security on-line verification (SSOLV) program 

reimburses the Office for contractual services provided by outside contractors for data 
processing services.  The Office modified its Drivers Application during fiscal year 2004-
2005 to accommodate the automatic verification of Social Security numbers for new and 
renewed drivers licenses.  As part of this, the Office had to verify all existing Social Security 
numbers, and this occurred primarily in fiscal year 2004.  As a result, the reimbursements 
increased $123,196, or 180.5%, from fiscal year 2003 to 2004, then decreased $106,178, or 
55.5%, from fiscal year 2004 to 2005.    

 
17. Federal Motor Carrier Safety Administration:  In fiscal year 2005, a grant was awarded to 

purchase Commercial Driver License testing equipment. 
 
Driver Services 
 

18. Sale of individual driving records:  In fiscal year 2004, the fee for the sale of individual 
driving records increased from $6 to $12.  The additional $6 was deposited into the General 
Revenue Fund.  The fee increased resulted in $17,995,104, or 100%, more receipts than 
fiscal year 2003, and a $16,209,192, or 90.1%, increase from fiscal year 2004 to 2005.   

 
19. Automotive dealer fees:  In fiscal year 2004, twelve different automotive dealer fees were 

increased.  The fee increases ranged from as high as $900 to as low as $25 and totaled 
$5,401,606.   

 
20. Reinstate operator’s licenses:  In fiscal year 2004, statutory suspension and revocations fees 

were raised.  The suspension fees increased from $60 to $250 and the revocations doubled 
from $250 to $500.  In most cases, all of the increase was deposited into the General 
Revenue Fund.  The fee increases generated $2,795,556 in the last four months of fiscal year 
2004.  In fiscal year 2005, 13 months of revenue was recorded as a result of the 
implementation of 30 ILCS 230/5a, which requires the Office to “deposit all fees into the 
funds specified in the statute imposing or authorizing the fee no more than 30 days after 
receipt of the fee by the Secretary of State.”  As a result, deposits increased $6,866,684, or 
245.6%, from fiscal year 2004.   

 
21. Sale of vehicle or driver data:  In fiscal year 2004, bulk data statistic fees were doubled from 

$250 to $500.  The increase resulted in $85,301 of receipts deposited into the General 
Revenue Fund.  In fiscal year 2005, this category was expanded to include $250 of the $500 
fee for companies participating in the on-demand sticker sales program.  Companies 
participating in the program are essentially purchasing vehicle and driver data in bulk when 
selling on-demand stickers.  As a result, these receipts increased $219,266, or 257.0%, from 
fiscal year 2004 to 2005.  

 
22. Standard Illinois identification card:  In fiscal year 2005, fees on standard ID cards were 

raised from $4 to $20.  The $16 increase was deposited into the General Revenue Fund and 
generated $4,177,944 of increased receipts. 
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Driver Services – Continued 
 
23. Federal Transportation Safety Administration (FTSA) – Hazardous Materials:  In fiscal year 

2005, the FTSA required that all commercial drivers license drivers of hazardous material be 
fingerprinted and run through a criminal database before licensing.  The $34 fingerprinting 
fee is collected by the issuing state and forwarded to the FTSA.  $82,042 was collected in 
fiscal year 2005.  

 
24. Private organizations or individuals:  In fiscal year 2005, the Bill and Melinda Gates 

Foundation awarded a grant in the amount of $662,000 to the State Library, thus increasing 
these receipts by $564,746, or 54.1%, from fiscal year 2004 to 2005.  

 
Vehicles Services 
 

25. Commercial distribution fee:  In fiscal year 2004, the General Assembly added a surcharge 
equal to 36% to the existing cost to register flat weight and mileage vehicle plates.  Unlike 
other fee increases, this fee did not exist prior to fiscal year 2004.  All of the fee revenue was 
deposited into the General Revenue Fund.  In its first year of implementation only 10 months 
of revenue was deposited, which yielded $97,519,600.  In fiscal year 2005, 13 months of 
revenue was deposited into the General Revenue Fund due to the implementation of 30 ILCS 
230/5a, as explained above.  The three additional months of revenue resulted in an increase 
of $22,763,599, or 23.3%, from fiscal year 2004 to 2005.   

 
26. Short term trip permits:  In fiscal year 2004, the permit fee was raised from $4 to $10.  The 

$6 increase is deposited into the General Revenue Fund.  In its first year of implementation 
only 10 months of revenue, or $704,488, was deposited.  In fiscal year 2005, 13 months of 
revenue was deposited into the General Revenue Fund due to the implementation of 30 ILCS 
230/5a, as explained earlier.  The three additional months of revenue results in an increase of 
$326,968, or 46.4%, from fiscal year 2004 to 2005.   

 
27. Personalized license plates:  In fiscal year 2004, three new fees were assessed to vehicle 

owners who, by definition, fell into the personalized plate categories.  The three personalized 
fees assessed were a $7 renewal fee, a $47 original issuance fee, and a $25 fee for 
motorcycles.  Fifty percent of the new fees are deposited into the General Revenue Fund and 
the other half is deposited into the Secretary of State Special License Plate Fund.  In its first 
year, 4 months of revenue, or $3,050,286, was deposited.  In fiscal year 2005, 13 months of 
revenue was deposited into the General Revenue Fund due to the implementation of 30 ILCS 
230/5a, as explained earlier.  Thus, fiscal year 2005 receipts increased from fiscal year 2004 
receipts by $8,167,065, or 267.7%. 

 
28. Delinquent vehicle registration renewal:  Beginning in fiscal year 2005, a $20 fee was 

assessed to owners of vehicles who failed to renew their license plates within 1 month after 
the expiration date.  The change went into effect January 1, 2005 for plates that expired 
January 31.  Owners registered on or after March 1 were the first to pay the late fee.  
$1,170,600 was collected in fiscal year 2005 as a result of this new fee.  
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SOS Police 
 

29. Motor Vehicle Theft Prevention (MVTP) Council:  The Office’s Department of Police 
receives a yearly grant from the MVTP Council.  The Department’s Special Audit Team uses 
the grant to regulate the sale and distribution of auto parts as required by the Illinois Vehicle 
Code.  The department is reimbursed by grant proceeds after funds have been expended.  The 
timing of deposits will vary year to year, which explains the decrease of $491,900, or 38.9%, 
from fiscal year 2003 to 2004, and increase of $248,000, or 32.0%, from fiscal year 2004 to 
2005.  

 
30. Circuit Clerk fines:  By statute, in addition to other applicable fines, any person convicted of 

a DUI for the first time shall pay an additional $100, and any person convicted of a DUI for a 
second time shall pay an additional $200 to the Circuit Clerk.  The proceeds of either the 
$100 or $200 fine are shared equally between the law enforcement agencies participating in 
the arrest.  In fiscal year 2004, the Office’s Department of Police participated in more DUI 
arrests, thus receipts increased $33,346, or 758.7%, from fiscal year 2003 to 2004.   

 
31. SOS Police Services fees:  By statute, the Office’s Department of Police may collect or 

charge for services for the cost of providing its personnel, equipment and services when 
other governmental agencies request such services.  In fiscal year 2005, the Office’s 
Department of Police were involved in a federal investigation for which costs were recovered 
and related receipts increased $37,656, or 227.4%, from fiscal year 2004.  

 
32. Fines, penalties or violations:  Under State and federal forfeiture statutes, the Office’s 

Department of Police is authorized to share in the recovery assets seized by State or federal 
authorities when they are active participants to any investigation.  Recovered assets are sold 
for cash, which is then divided between law enforcement agencies.  In most cases, seized 
assets are the result of federal investigations.  Proceeds will vary each year because they are 
not predictable or reliable sources of income.  Currency or property seized must be 
adjudicated through the courts and in some cases it can take years before any proceeds are 
realized.   

 
In fiscal year 2003, $77,000 in restitution, as part of the federal investigation Operation Safe 
Road, was included in this category, but is not related to assets forfeitures.  Forfeited assets 
totaled $30,000 that year.  In fiscal year 2004, proceeds from seizures declined down to 
$7,000 and overall receipts from fiscal year 2003 to 2004 decreased $100,100, or 93.4%.  
Proceeds from seizures increased to $33,000 in fiscal year 2005, and the Office’s Department 
of Police was able to share in seizures that generated larger sums of cash.  These related 
receipts increased $26,027, or 365.3%, from fiscal year 2004 to 2005.   

 
33. Other Illinois State agencies and prior period adjustments:  Prior period adjustments are 1) 

the refund of an expended appropriation from a prior year and 2) the correction of revenues 
that were posted to the wrong fund in a prior year.  The correction of revenues net effect for 
the current period will be zero because each adjustment will have a source and a destination 
fund.  The remainder is prior year refunds. 
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SOS Police - Continued 
 
The SOS has 30 operational appropriated funds and over $300 million in annual 
appropriations.  With the volume of vouchers processed and the large sum of funds expended 
each year it is not unreasonable for prior year refunds to fluctuate from a high of $217,174 in 
fiscal year 2003 down to $11,865 in fiscal year 2005.  Thus the decrease of receipts in this 
category of $140,885, or 64.9%, from fiscal year 2003 to 2004, and $64,424, or 84.4%, from 
fiscal year 2004 to 2005. 
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STATE OF ILLINOIS 
OFFICE OF THE SECRETARY OF STATE 

 
ANALYSIS OF SIGNIFICANT LAPSE PERIOD SPENDING  

 
Year Ended June 30, 2005 

 
 

Operation Group, Fund, Major  Total  Lapse Period    
 Object Code, and Explanation Expenditures Expenditures  Percent  
 
General Administrative Group 
 
General Revenue Fund – 0001  
 
1. Printing – The printing of the 2005-2006 

Handbook of Illinois Government was 
completed in May and paid in July 2005.  The 
printing of Illinois Highway Maps ordered in 
June was completed and paid for in August 
2005. $ 450,806 $ 379,995 84.29 

 
2. Equipment - Equipment items frequently have a 

long time period between the beginning of the 
approval process, actually ordering the 
equipment, and paying the bill after receipt.  
Significant lapse period expenditures included 
computers and related equipment, servers, and 
library books and periodicals.  1,456,870  811,065 55.67 

 
Securities Audit and Enforcement Fund – 0362 
 
1.   Equipment - Equipment items frequently have a 

long time period between the beginning of the 
approval process, actually ordering the equipment, 
and paying the bill after receipt.  Significant lapse 
period expenditures included computers and 
related equipment, and five replacement vehicles 
for securities auditors.    104,515  35,290  33.77 
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Operation Group, Fund, Major  Total  Lapse Period    
 Object Code, and Explanation Expenditures Expenditures Percent  
 
Motor Vehicle Group 
 
General Revenue Fund – 0001  
 
1. Security Measures Capitol – Expenditures were 

authorized by a supplemental appropriation 
several months into fiscal year 2005.  Projects to 
upgrade security systems were not completed 
until late in the fiscal year or continued into 
fiscal year 2006, causing expenditures in lapse 
period.  Equipment ordered late in the fiscal 
year was received and paid after June 30.  
Expenditures for armed guard services 
continued into the lapse period. $ 1,952,155 $ 905,730 46.40 

 
Road Fund – 0011 
 
1. Commodities - License plates ordered in June 

were received and paid during the lapse period.  
More license plates are purchased later in the 
fiscal year, because the remaining stock from 
the beginning of the year typically lasts several 
months before more plates are ordered.  2,614,029  1,189,096 45.49 

 
2. Printing – Vehicle title applications, pressure-

sealed renewal notices, and other printing items 
ordered between December 2004 and June 2005 
were not received until late June or July, with 
payments occurring during lapse period.  2,249,477  717,780 31.91 

 
3. Equipment - Equipment items frequently have a 

long time period between the beginning of the 
approval process, actually ordering the 
equipment, and paying the bill after receipt.  
Significant lapse period expenditures included 
imaging equipment, computers and related 
equipment, and police vehicles.   1,050,136  792,921 75.51 

 
4. Operation of Automotive Equipment - 

Automotive repairs are performed and paid 
when necessary.  In fiscal year 2005, several 
repairs were needed near the end of the fiscal 
year, with payments made during lapse period.  459,567  117,952 25.67 
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Operation Group, Fund, Major  Total  Lapse Period    
 Object Code, and Explanation Expenditures Expenditures Percent  
 
Motor Vehicle Group (continued) 
 
CDLIS/AAMVA Net Trust Fund – 0109 
 
1. Equipment - Automated commercial drivers 

license (CDL) testing equipment for 
Champaign, Mattoon, Carmi, Edwardsville and 
Robinson driver service facilities was received 
and paid in July 2005. $ 467,343 $ 235,591 50.41 

 
Secretary of State Special License Plate Fund – 0185 
 
1. Commodities - License plates ordered in June 

were received and paid during the lapse period.  
More license plates are purchased later in the 
fiscal year, because the remaining stock from 
the beginning of the year typically lasts several 
months before more plates are ordered.  399,857  162,551 40.65 

 
Motor Vehicle Review Board Fund – 0323 
 
1. Contractual Services - Lapse period 

expenditures were the result of contractual 
attorneys’ billings for services provided in May 
and June.  51,662  18,808 36.41 

 
General Administrative Group - Other 
 
General Revenue Fund – 0001  
 
1. Miscellaneous Permanent Improvements - 

Buildings - Many projects are not completed 
until late in the fiscal year or even continued to 
the next fiscal year, causing expenditures in 
lapse period.  Also, equipment ordered in the 
last quarter of the fiscal year often is received 
and paid after June 30.  425,613  208,913 49.09 
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Operation Group, Fund, Major  Total  Lapse Period    
 Object Code, and Explanation Expenditures Expenditures Percent  
 
General Administrative Group – Other (continued) 
 
Securities Investors’ Education Fund – 0292 
 
1. Public Awareness of Securities Fraud – 

Hardware for the Securities Department disaster 
recovery project was received in June 2005 but 
not paid until August.  Also, a grant to the 
Illinois Council on Economic Education was 
paid in July 2005. $ 258,465 $ 119,082 46.07 

 
Live and Learn Fund – 0026  
 
1. Appropriation for construction – Uncertainty 

regarding possible interfund transfers prevented 
the Office from expending these construction 
grants until late June 2005.  One of two 
payments was recorded by Comptroller in lapse 
period.  250,000  50,000 20.00 

 
General Administrative Group - Nonappropriated 

Funds 
 
Secretary of State Interagency Grant Fund – 0295 
 
1. Help America Vote Act – EDP equipment 

ordered in May was received in late June 2005 
and paid during lapse period.   759,953 396,960 52.23 

 
2.   Homeland Security Grant – Contractual Java 

programmer expenditures for work done April 
through June 2005 were paid during the lapse 
period.  Also, computer and network-related 
equipment were ordered during May and June but 
not paid until lapse period.  This project began 
late in the fiscal year, resulting in disproportionate 
lapse period expenditures.  99,755 96,165 96.40 
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Operation Group, Fund, Major  Total  Lapse Period    
 Object Code, and Explanation Expenditures Expenditures Percent  
 
Motor Vehicle Group - Nonappropriated Funds 
 
Secretary of State Federal Projects Fund – 0176 
 
1. Department of Homeland Security – In March 2005, 

the Office began collecting fees for the U.S. 
Department of Homeland Security (USDHS) from 
applicants for a CDL with a hazardous material 
endorsement.  Fees collected are paid to USDHS.  
Since the program began so late in the fiscal year, 
most expenditures were recorded during the lapse 
period. $ 100,980 $ 95,506 94.58 
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STATE OF ILLINOIS 
OFFICE OF THE SECRETARY OF STATE 

 
ANALYSIS OF SIGNIFICANT LAPSE PERIOD SPENDING  

 
Year Ended June 30, 2004 

 
Operation Group, Fund, Major  Total  Lapse Period    
 Object Code, and Explanation Expenditures Expenditures  Percent  
 
 
Executive Group 
 
General Revenue Fund – 0001  
 
1. Contractual Services – Expenditures for legal 

services and software programming performed 
near the end of the fiscal year were paid in the 
lapse period after the invoices were received 
and reviewed.  Also, $30,000 was paid during 
the lapse period in accordance with a settlement 
agreement related to activities occurring prior to 
June 30, 2004. $ 474,605 $ 122,611 25.83 

 
2. Commodities – Near the end of the fiscal year, 

dwindling stocks of office supplies for the 
Executive Office were re-stocked so that 
employees would have the resources necessary 
to perform their job duties.  The related bills 
were received and paid after June 30, 2004.  36,144 13,996 38.72 

 
3. Equipment – Over $23,000 worth of desktop 

personal computers ordered in late May were 
received on June 30, 2004.  After processing 
time, the payment was not recorded as an 
expenditure until the lapse period. 38,675 28,934 74.81 

 
4. Telecommunications – Due to extensive delays 

between CMS telecommunications service and 
billing dates, two months of service payments 
were paid during the lapse period.  Also, an 
order of fax machines ordered before June 30, 
2004 were not received until July, causing the 
expenditure to occur during lapse period. 141,035 33,376 23.67 
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Operation Group, Fund, Major  Total  Lapse Period    
 Object Code, and Explanation Expenditures Expenditures  Percent  
 
General Administrative Group 
 
General Revenue Fund – 0001 
 
1. Equipment – Equipment items frequently have a 

long time period between the beginning of the 
approval process, actually ordering the 
equipment, and paying the bill after receipt.  
Significant lapse period expenditures included 
computers, servers, police cars and cargo vans, 
and library books and periodicals. $ 1,076,516 $ 640,754 59.52 

 
Lobbyist Registration Administration Fund - 0044  
 
1. Contractual Services – Software purchased in 

relation to electronic filing project for online 
lobbyist registration was received in June but 
not billed until August.  75,134  34,987 46.57 

 
2. Equipment – Hardware purchased in relation to 

electronic filing project for online lobbyist 
registration was received in June but not billed 
until July.  36,650  16,640 45.40 

 
Securities Audit and Enforcement Fund – 0362 
 
1. Equipment – A scanner was received in June, but 

the related expenditure was not recorded until 
July.  Additionally, computer monitors ordered in 
June were not received until July, resulting in 
lapse period expenditures.  204,732  47,465 23.18 

 
Business Services Special Operations Fund – 0363 
 
1. Commodities – Storage media and imaging lamps 

related to the imaging project for business filings 
and documents were received in May but not billed 
until July 2004, resulting in significant lapse period 
expenditures.  40,217  10,629 26.43 

 
2. Printing – Special envelopes were ordered and 

received in April, but not billed until late June.  
After processing time, the expenditure was not 
recorded until the lapse period.  22,877  8,087 35.35 
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Operation Group, Fund, Major  Total  Lapse Period    
 Object Code, and Explanation Expenditures Expenditures  Percent  
 
General Administrative Group (continued) 
 
Business Services Special Operations Fund – 0363 

(continued) 
 
3. Equipment – Personal computers and scanners 

ordered in May and June were not received until 
July and August respectively.  The $37,000 scanner, 
purchased in relation to the imaging project for 
business filings and documents, was received and 
paid in August. $ 66,257 $ 53,159 80.23 

 
Secretary of State Special Services Fund – 0483 
 
1. Expansion of Literacy Program – Due to late 

passage of the fiscal year 2004 budget, combined 
with uncertainty regarding new interfund transfer 
authority granted the Governor’s Office of 
Management and Budget, many of the grant 
program timetables for expenditures were pushed 
back until later in the year, resulting in more lapse 
period expenditures.  1,291,081  402,199 31.15 

 
Motor Vehicle Group 
 
General Revenue Fund – 0001 
 
1. Commodities – License plates ordered in June were 

received and paid during the lapse period.  More 
license plates are purchased later in the fiscal year, 
because the remaining stock from the beginning of 
the year typically lasts several months before more 
plates are ordered.  1,260,880  1,201,866 95.32 

 
2. Printing – Payments for printing of vehicle title 

documents with beginning service dates as far back 
as September 2003 were not paid until lapse period 
due to delays in billing and payment processing.  724,640  347,093 47.90 

 
3. Equipment – A large order of printers ordered in 

May was not received until late June and was not 
paid until July 2004.  247,760  63,356 25.57 
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Operation Group, Fund, Major  Total  Lapse Period    
 Object Code, and Explanation Expenditures Expenditures
 Percent 
 
Motor Vehicle Group (continued) 
 
Road Fund – 0011 
 
1. Commodities – License plates ordered in June were 

received and paid during the lapse period.  More 
license plates are purchased later in the fiscal year, 
because the remaining stock from the beginning of 
the year typically lasts several months before more 
plates are ordered. $ 4,719,412 $ 2,279,736 48.31 

 
2. Printing – Validation stickers, temporary 

registration permits, and pressure-sealed renewal 
notices ordered between February and June 2004 
were not received until late June or July, with 
payments occurring during lapse period.  2,733,518  1,129,852 41.33 

 
3. Equipment – Equipment related to the driver license 

imaging project was ordered in April but not 
received until July 2004.  366,021  108,085 29.53 

 
4. Operation of Automotive Equipment – Automotive 

repairs are performed and paid when necessary.  In 
fiscal year 2004, several repairs were needed near 
the end of the fiscal year, with payments during 
lapse period.  Also, sirens and speakers for police 
vehicles were ordered in June but not received and 
paid until July 2004.  418,929  93,636 22.35 

 
CDLIS/AAMVA Net Trust Fund – 0109 
 
1. Equipment – Automated CDL testing equipment for 

Galesburg and Freeport driver service facilities was 
received and paid by the Office in June but not 
recorded by the Comptroller until July 2004.  380,580  83,724 22.00 
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Operation Group, Fund, Major  Total  Lapse Period    
 Object Code, and Explanation Expenditures Expenditures  Percent  
 
Motor Vehicle Group (continued) 
 
Secretary of State Special License Plate Fund – 0185 
 
1. Commodities - License plates ordered in June were 

received and paid during the lapse period.  More 
license plates are purchased later in the fiscal year, 
because the remaining stock from the beginning of 
the year typically lasts several months before more 
plates are ordered. $ 466,090 $ 280,362 60.15 

 
Motor Vehicle Review Board Fund – 0323 
 
1. Contractual Services - $32,000 was paid during the 

lapse period in accordance with a settlement 
agreement related to activities occurring prior to 
June 30, 2004.  Other lapse period expenditures 
were the result of contractual attorneys’ billings for 
services provided in May and June.  86,793  52,889 60.94 

 
General Administrative Group - Other 
 
General Revenue Fund – 0001 
 
1. Miscellaneous Permanent Improvements - 

Buildings – Many projects are not completed 
until late in the fiscal year or even continued to 
the next fiscal year, causing expenditures in 
lapse period.  Also, equipment ordered in the 
last quarter of the fiscal year often is received 
and paid after June 30.    438,649  166,743 38.01 

 
Live and Learn Fund – 0026 
 
1. Family Literacy Program – The entire lapse 

period expenditure was a Community Literacy 
Grant payment to the Rockford Area Literacy 
Council that was recorded as an expenditure in 
the first week of July 2004. 498,970 109,999 22.05 
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STATE OF ILLINOIS 
OFFICE OF THE SECRETARY OF STATE 

 
ANALYSIS OF CASH RECEIPTS 

(UNAUDITED) 
 

COMPARISON OF RECEIPTS 
 
Vehicle Services and Driver Services Departments 
 
Passenger vehicle and truck registrations accounted for $1,502,435,974, or 75% and 
$1,473,179,733, or 76% of total receipts per the Office’s accounting revenue ledger during fiscal 
years 2005 and 2004, respectively. 
 
The following information indicates the volume of transactions by fiscal year of sale: 
 
    Year ended June 30,  
    2005   2004   2003   
 
 Passenger car plates  7,617,742  7,495,294  7,375,597 
 Taxi and livery, ambulance - hearse plates  19,072  18,878  18,620 
 Truck and bus plates  1,867,193  1,854,936  1,830,181 
 Trailer and semi-trailer plates  818,264  760,278  772,506 
 Motorcycle plates  63,721  277,475  260,777 
 Dealers and in-transit plates  85,939  94,875  220,959 
 Service fees on license transfers  830,071  873,745  899,474 
 Drivers' licenses  3,157,186  3,178,300  3,135,283 
 Drivers' histories  5,606,970  4,982,793  5,876,103 
 Duplicates and replacements - plates 
  and drivers licenses  293,836  271,358  302,469 
 Titles and duplicates  3,510,113  3,628,099  3,552,147 
 Other  3,581,762  2,641,571  2,937,642 
 
     Total  27,451,869  26,077,602  27,181,758 
 
Department of Business Services 
 
The second largest cash collecting department in the Office of the Secretary of State is the 
Department of Business Services, whose primary responsibility is administration of the Business 
Corporation Act.  A total of 357,114 domestic and foreign business corporations filed returns 
under the Act reporting information which permits the Department to calculate the franchise tax, 
the largest source of receipts for this Department. 
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Department of Business Services - Continued 
 
Franchise taxes and licenses fees are collected annually from each corporation.  In addition, 
franchise taxes are payable to the Office upon stock issuances and on increases in paid-in capital. 
As a result, franchise tax collections fluctuate from year to year. 
 
Other collections by the Department of Business Services include filing fees required with 
applications for articles of incorporation, certificates of authority of foreign corporations, articles 
of amendments, articles of merger or consolidation, certificates of withdrawal, reservations of 
name and filing fees collected from approximately 74,466 not-for-profit corporations. 
 
The following table indicates the collections in the General Revenue Fund by the Department of 
Business Services for corporation taxes and fees in each of the last five fiscal years and the 
number of business corporations registered in Illinois in each of the last five calendar years: 
 
  Number of Registered Corporations  
 Year ended  Receipts   Year ended 
  June 30   Amount  December 31  Total  Domestic  Foreign  
 
 2005 $ 181,126,038  2004  357,114  323,789  33,325 
 2004  163,267,903  2003  347,213  314,280  32,933 
 2003  142,364,670  2002  337,842  304,779  33,063 
 2002  159,418,774  2001  326,292  293,165  33,127 
 2001  146,024,485  2000  319,271  286,048  33,223 
 
The Uniform Commercial Code Division of the Department of Business Services collects fees 
through its administration of records involving security interests and commercial transactions as 
directed by the Uniform Commercial Code.  A summary of the collections in the General 
Revenue Fund for the last five years follows: 
 
 Year ended 
 June 30  Amount  
 2005 $ 1,256,621  
 2004 1,976,762   
 2003 1,582,269 
 2002 1,752,207 
 2001   1,789,736 
 
Securities Department 
 
The Securities Department administers the Illinois Securities Law of 1953 which relates to: 
 
 1. Registration of securities in the State of Illinois before public offering or sale. 
 2. Registration of security dealers and salesmen. 
 3. Registration of investment advisors. 
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Securities Department – Continued 
 
Registration of securities for sale in the State and the related receipts fluctuate depending upon 
general economic and stock market conditions.  A summary of collections in the General 
Revenue Fund during each of the five fiscal years ended June 30 and the value of debt and equity 
securities in each of the five years ended December 31 follows: 
 
  Receipts   Equity Securities Registered   
 Year ended  Year ended 
  June 30   Amount  December 31  Amount  
 
 2005 $ 32,164,035 2004 $ 109,479,209,055 
 2004  31,934,497 2003  142,246,140,328 
 2003  13,409,708 2002  74,177,654,376 
 2002  15,237,324 2001  87,140,466,165 
 2001  16,382,715 2000  81,219,336,035 
 
Index Department 
 
The Index Department collects fees for the registration of notaries public, issuance of certified 
copies, judges' fees, and photostats.  A summary of receipts for the last five fiscal years follows: 
 
 Year ended 
 June 30 Amount 
 
 2005  $ 1,311,988 
 2004  1,496,086 
 2003   623,324 
 2002  761,105 
 2001  519,217 
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STATE OF ILLINOIS 
OFFICE OF THE SECRETARY OF STATE 

 
ANALYSIS OF ACCOUNTS RECEIVABLE 

 
June 30, 2005 and 2004 

 
 
The Office's receivable balances consist of amounts due from the federal government for grant 
programs, amounts due from various tax receipts, registration fees and amounts due from other 
state funds. 
 
The following is a schedule of receivable balances (expressed in thousands) at June 30, 2005 and 
2004.  The other receivables at June 30, 2005 and 2004 were expected to be collected within one 
year and, therefore, classified as current.  
 
    2005   2004  
 
 Tax receipts $ 1,476 $ 1,871 
 Due from federal government  379   677 
 Other receivables  57,219  42,245 
 Due from other funds  182  - 
 Due from component units  2  97 
 
   $ 59,258 $ 44,890 
 
 
 Receivables - Current $ 57,219 $ 42,245 
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STATE OF ILLINOIS 
OFFICE OF THE SECRETARY OF STATE 

 
ANALYSIS OF OPERATIONS 

 
AGENCY FUNCTIONS AND PLANNING PROGRAM  

 
Years Ended June 30, 2005 and 2004 

 
 
Jesse White, Illinois' 37th Secretary of State, assumed the office on January 11, 1999.  The 
principal office of the Office is in the State Capitol, 213 Capitol Building, Springfield, Illinois 
62756.  The Secretary also maintains administrative offices in Chicago, as well as facilities 
throughout the State, for drivers' licenses and motor vehicle related services. 
 
The diverse responsibilities of this Office include the registering and titling of motor vehicles; 
issuing drivers' licenses; scheduling and conducting formal and informal hearings on driving 
privileges and registration matters; administering Safety and Financial Responsibility laws; 
maintaining a vast data processing system which also assists law enforcement with immediate 
driver and motor vehicle information; and maintaining a Department of Police to enforce 
compliance with the provisions of the Illinois Vehicle Code and investigate code violations. 
 
Other responsibilities include issuing corporate charters and certificates; registering dealers, 
brokers, agents, solicitors and investment advisors for securities; regulating the issuance of 
securities and enforcement of the Illinois Securities Law; and retaining Uniform Commercial 
Code filings reflecting security interests of creditors financing businesses on the basis of secured 
transactions. 
 
The Office is responsible for filing a significant number of legal and statutory documents, 
including Public Acts passed by the General Assembly, gubernatorial and amendatory vetoes, as 
well as registering trademarks, copyrights, notaries public and lobbyists.  The Secretary serves as 
the Illinois State Librarian, State Archivist, and Ex-officio Clerk of the Court of Claims.  The 
Office publishes the Rules of the Road, the Handbook of Illinois Government, the Illinois Blue 
Book, the Illinois Administrative Code, as well as other general educational materials for public 
distribution. 
 
The aforementioned responsibilities are carried out by 21 departments which administer the 
various functions and duties prescribed by law.  The diversity of these responsibilities 
necessitates a comprehensive planning program. 
 
The Office has a planning program, in which individual department goals are developed and 
updated at least annually.  Upper management oversees the individual departments and is 
ultimately responsible for establishing Office-wide goals that will be accomplished if the 
individual department goals are met.  The Office's plans consider resources, alternative 
approaches, and the feasibility of implementing programs pursuant to the plan and time schedule. 
External considerations include the needs of people of Illinois, legislative mandates and 
coordination with goals and objectives of other agencies for providing similar services. 
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Auditors’ Assessment 
 
Our review of the agency functions and planning program at the Office of the Secretary 
of State for the years ended June 30, 2005 and 2004 revealed that the Office’s system by 
which it establishes formal written goals is consistent with the statutory purpose of the 
Office.  The Office appears to have an adequate system that provides for the goals and 
objectives to be periodically reevaluated with alternative approaches being considered. 
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STATE OF ILLINOIS 
OFFICE OF THE SECRETARY OF STATE 

 
ILLINOIS FIRST PROJECTS 

 
Fiscal Years Ended June 30, 2005 and 2004 

 
 

The Secretary of State did not participate in any Illinois First projects during the engagement 
period. 
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STATE OF ILLINOIS 
OFFICE OF THE SECRETARY OF STATE 

 
SERVICE EFFORTS AND ACCOMPLISHMENTS 

(UNAUDITED) 
 
 
The second largest constitutional office in the State of Illinois – the Office of the Secretary of 
State - is visited by more Illinois residents than any other in State Government.  The Office 
generates more money than all but two other state agencies, raising approximately $2 billion a 
year for the state highway construction fund.    
 
License Plate Replating  
 
Under Secretary of State Jesse White’s leadership, all Illinois motorists will have received new 
license plates by the end of Fiscal Year 2006.  After an initial phase of passenger and B-truck 
license plates in 2001-2002, the Office has focused on those vehicle owners holding specialty 
license plates (i.e. environmental, military, organ donor, etc.), commercial car and truck license 
plates, recreation trailer license plates, and antique vehicle license plates.  The final phase of the 
replating process, which includes a small population of license plates such as school buses, taxis, 
and livery vehicles, will be completed by June 2006. 
 
Dealer Direct Access 
 
Under the leadership of Secretary White, a pilot program was initiated that would allow some 
licensed automobile dealers to directly access the Secretary of State database and order new 
license plates and vehicle registrations for new automobile owners at the time of purchase.  This 
project allows new vehicle owners to immediately purchase and display their Illinois license 
plates at the time they take possession of a vehicle rather than waiting the 30-60 days for 
paperwork to be completed and license plates to be mailed to them following the purchase.  
 
Regional Commercial Driver’s License Facilities 
 
The Secretary of State’s office has established 12 regional commercial driver’s license facilities 
throughout the State of Illinois.  This regional application process allows facilities to be better 
equipped to handle the special circumstances involved in the CDL application process, such as 
road testing and automated written testing.   
 
Automating the Driver Education “Blue Slip” Process  
 
Secretary of State Jesse White’s office automated the driver education certificate of completion 
process (also know as the “blue slip”).  With the elimination of paper certificates, all of the 
information is exchanged between the Illinois State Board of Education (ISBE) and the Office 
electronically.  As a result, student-drivers may learn of their successful completion of the driver 
education process within 48 hours by accessing a secure ISBE web page over the internet.  
Before this process was automated, it would routinely take weeks. 
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First-Person Consent Organ/Tissue Donor Registry 
 
Secretary of State Jesse White successfully spearheaded the new law that makes a person’s 
decision to donate organs and tissue following death binding under State law.  Previously, an 
individual’s organs and tissues could not be donated without the consent of the person’s next of 
kin, even if he or she had joined the State’s donor registry.  According to Gift of Hope, an organ 
and tissue procurement organization, one in five families say no to organ and tissue donation 
when approached for permission.  19 percent of families say no to donation even when they are 
told that their loved one had joined the State’s donor registry.  It is estimated that this new law 
could save at least 100 additional lives each year.  Illinois has the largest Organ and Tissue 
Donor Registry in the nation with over 6 million registered donors.  This law is expected to 
expand the registry even more.   
 
Court Supervision Legislation 
 
Secretary of State Jesse White spearheaded legislation that will make our roads safer through the 
limitation of court supervision.  House Bill 1483 was signed into law on July 26th, 2005.  This 
measure limits drivers to two court supervisions for moving violations in a 12-month period.  
Any other moving violation a driver is found guilty of during that time frame results in 
convictions reported to the individual’s permanent driving record. This law is necessary because 
a small percentage of Illinois drivers have received too many dispositions of court supervision in 
recent years.  Some drivers have been granted court supervision more than a dozen times in a 
single year.  This new law makes a driver’s permanent record a more accurate reflection of the 
driver’s driving habits.  
 
Disability Placard Legislation and Enforcement 
 
Secretary of State Jesse White proposed legislation that increases fines for those caught 
improperly parking in a disability parking space.  HB1316 was signed into law on August 19, 
2005.  The law increases the fine to $500 and allows the Secretary of State to suspend their 
driver’s license.  The Secretary of State’s office has also worked with various law enforcement 
organizations to conduct “sting” operations at highly attended events (i.e., professional sports 
games, NASCAR races, etc.) to catch those individuals abusing the disability placard. 
 
Traffic Safety Outreach 
 
The Secretary of State is one of the leading advocates for Traffic Safety in the State of Illinois.  
He has produced one DUI and two bike safety videos for use in the Traffic Safety Speakers 
Bureau along with several public service announcements for television. 
 
Expansion of the Business Services Name Search Database 
 
Due to the overwhelming success of the on-line database that allowed prospective businesses to 
search incorporated business names for availability, the database was expanded to include 
Limited Liability Companies. 
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New Website for Government Information and Services 
 
Secretary of State Jesse White, as the State Librarian, established a pilot project of a new website 
where the public can e-mail questions regarding the State and federal government.  The 
Government Information Online (http://govtinfo.org/) is a national pilot project involving more 
than thirty libraries across the United States. The site offers live chat schedules with librarians 
Monday through Friday, or users may send a question about State or federal government to a 
government information librarian and receive an answer within 48 hours. The pilot project ran 
through November 15, 2005.   
 
CreditSafe Program  
 
Secretary of State Jesse White launched a new program to teach the safe and responsible use of 
credit cards to young people and adults in Illinois through his website.  The program, called 
CreditSafe, is an interactive teaching tool designed to help students understand credit and how it 
affects their personal finances. 
 
State Library Outreach through Grants 
 
One of the primary statutory responsibilities of the State Library is to distribute monetary grants 
to libraries and literacy agencies for the continuing education, development, and enhancement of 
library and literacy services to the people of Illinois.  In Fiscal Year 2005, the State Library 
awarded over $52.6 million in library and literacy grants for a variety of purposes, including per 
capita grants to local and school libraries for general purposes.  Some of the more specific grants 
included $5.3 million in federal pass through grants for digital imaging projects, training for 
library staff, and enhancement of library collections.  Other grants included $6.7 million to 
nearly 200 local literacy programs serving 34,860 adult students.  Secretary White’s Project Next 
Generation mentoring program provided grants in Fiscal Year 2005 benefiting 345 students 
served by 46 mentors at 22 sites throughout the State.  This program is expected to add another 4 
participating sites in Fiscal Year 2006. 
 
Investment Advisory Registration Depository 
 
The Securities Department Registration Division oversaw the successful implementation of the 
Investment Advisory Registration Depository (IARD) for all federally covered and state 
registered investment advisers and their employed representatives.  In 2004, newly approved 
registrations for broker-dealers increased by fourteen percent and new investment adviser 
registrations and notification filings increased to a record 289, which was a jump of thirty-six 
percent over 2003.   
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Library Diversity Program 
 
Established in Fiscal Year 2004, and funded largely by grants from the Bill and Melinda Gates 
Foundation, the Diversity Program has launched 24 information programs and presentations 
attended by over 750 members of the library community and general public that focus on the 
State Library and the library community of Illinois’ services available to the minority population 
of the State.  Additionally, the program has sponsored 12 exhibits that focus on the ever-
changing roles of minorities in Illinois. 
 






