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p
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n
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L
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R
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R
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R
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B
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A
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P
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T

A
T

E
O

F
IL

L
IN

O
IS

D
E

P
A

R
T

M
E

N
T

O
F

N
A

T
U

R
A

L
R

E
S

O
U

R
C

E
S

A
G

E
N

C
Y

O
F

F
IC

IA
L

S

M
arc

M
iller

D
irector

(effective
F

ebruary
6, 2009)

K
urt

G
ranberg

A
cting

D
irector

(effective
January

21
,2009

through
F

ebruary
5, 2009)

Sam
Flood

A
cting

D
irector

(January
1

,2006
through

January
20,

2009)
John

R
ogner

A
ssistant

D
irector

L
eslie

Sgro
D

eputy
D

irector
D

eborah
Stone

D
eputy

D
irector

E
llen

K
ing-P

ietrzak
C

hiefFiscal
O

fficer
W

illiam
K

.
R

ichardson
G

eneral
C

ounsel
J.

J,
P

ohim
an

O
ffice

D
irector

o
fA

dm
inistration

John
E

vans
A

cting
O

ffice
D

irector
o

fA
rchitecture,

E
ngineering

&
G

rants
T

ony
M

ayville
O

ffice
D

irector
ofL

and
M

anagem
ent

&
E

ducation
L

eigh
A

nn
V

anausdoll
O

ffice
D

irector
o

fL
egislation

R
afael

G
utierrez

O
ffice

D
irector

o
fL

aw
E

nforcem
ent

Joe
A

ngleton
O

ffice
D

irector
ofM

ines
and

M
inerals

K
ristin

V
acek

O
ffice

D
irector

Public
Services

T
om

F
lattery

O
ffice

D
irector

o
f R

ealty
and

E
nvironm

ental
P

lanning
M

ike
C

onlin
O

ffice
D

irector
ofR

esource
C

onservation
D

am
on

Stotts
O

ffice
D

irector
o

f
Scientific

R
esearch

and
A

nalysis
D

ave
C

assens
A

cting
O

ffice
D

irector
o

f
Special

E
vents,

P
rogram

s
&

P
rom

otions
G

ary
C

lark
O

ffice
D

irector
ofW

ater
R

esources

D
epartm

ent m
ain

headquarters
is

located
at:

O
ne

N
atural

R
esources

W
ay

Springfield,
Illinois

62702-1271
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S
T

A
T

E
O

F
IL

lIN
O

IS
D

E
P

A
R

T
M

E
N

T
(W

N
A

T
U

R
A

L
R

E
S

O
U

R
C

E
S

F
IN

A
N

C
IA

L
R

E
P

O
R

T

S
U

M
M

A
R

Y

T
he

audit
o
f

the
accom

panying
S

chedule
o
f

C
apital

A
ssets

o
f

the
S

tate
o
f

Illinois,
D

epartm
ent

o
f

N
atural

R
esources

(D
epartm

ent)
w

as
pertorm

cd
by

W
ashington,

P
ittm

an
&

M
cK

eever,
L

L
C

B
ased

on
thcir

audit
th

auditors
x
p
rs

s
d

an
unqualified

opinion
on

the
D

epartrnnt’s
S

chedule
o
f

C
apital

A
ssets.

S
U

M
M

A
R

Y
O

F
F

IN
D

IN
G

T
he

auditors
identified

m
atters

involving
the

D
epartm

ent’s
internal

control
over

financial
reporting

that
they

considered
to

be
a

significant
deficiency.

T
he

significant
deficiency

is
described

in
the

S
chedule

o
f

F
indings

on
pages

1 3-1
5

o
f

this
report,

as
finding

09-1
,

Internal
C

ontrol
W

eaknesses.

E
X

IT
C

O
N

F
E

R
E

N
C

E

T
he

financial
report

w
as

review
ed

by
E

llen
K

ing-P
ietrzak,

C
hief

F
iscal

O
fficer.

T
he

D
epartm

ent
w

aived
a

form
al

exit
conference.

T
he

response
to

the
recom

m
endation

w
as

provided
by

M
arc

M
iller,

D
irector

in
a

correspondence
dated

M
arch

29,
2010.

2



W
A

SH
IN

G
1O

N
, PIT

T
M

A
N

&
M

eK
E

E
V

E
R

, L
W

C
E

R
T

IFiE
D

PL
IB

U
C

A
C

C
O

U
N

TA
N

7S
A

N
D

M
A

N
A

G
EM

EN
T

C
O

N
SU

LTA
N

TS
819

S
o
S
W

d
A

vam
e

“
.

(312)78&
0330

s
tu

te
Faz(312)786-0323

C
hicago. Illinois

60605-2184
w

w
w

.w
pm

ck.com

IN
D

E
P

E
N

D
E

N
T

A
U

D
IT

O
R

S’
R

E
P

O
R

T

H
onorable

W
illiam

0
.

H
olland

A
uditor G

eneral
State

o
f

Illinois

A
s

Special
A

ssistant
A

uditors
for

the
A

uditor
G

eneral,
w

e
have

audited
the

accom
panying

Schedule
o
f

C
apital

A
ssets

o
f

the
State

o
f

Illinois,
D

epartm
ent

of
N

atural
R

esources
as

o
f

June
30,

2009.
T

his
schedule

is
the

responsibility
ofthe

State
o
f

Illinois,
D

epartm
ent o

f N
atural

R
esources’

m
anagem

ent
O

ur
responsibility

is
to

express
an

opinion
on

this
schedule

based
on

ouraudit

W
e

conducted
our

audit
in

accordance
w

ith
auditing

standards
generally

accepted
in

the
U

nited
States

o
f

A
m

erica
and

the
standards

applicable
to

financial
audits

contained
in

G
overnm

ent
A

uditing
Standards,.issued

by
the

C
om

ptroller
G

eneral
of

the
U

nited
States.

T
hose

standards
require

that
w

e
plan

and
perfonn

the
audit

to
obtain

reasonable
assurance

about
w

hether
the

Schedule
ofC

apital
A

ssets
is

free
ofm

aterial
m

isstatem
ent

A
n

audit
includes

exam
ining, on

a
test

basis,
evidence

supporting
the

am
ounts

and
disclosures

in
the

schedule.
A

n
audit

also
includes

assessing
the

accounting
principles

used
and

the
significant

estim
ates

m
ade

by
m

anagem
ent,

as
w

ell
as

evaluating
the

overall
schedule

presentation.
W

e
believe

that our
audit

provides
a

reasonable
basis

for ouropinion.

A
s

discussed
in

N
ote

2,
the

schedule
pitsents

only
the

C
apital

A
sset

A
ccount

and
does

not
purport to, and

does
not,present

fairly
the

financialposition
of the

State
ofillinois,

D
epartm

ent
o

f N
atural

R
esources

as
o
fJune

30,2009,and
its

changes
in

financial position
for

the
year

then
ended

in
conform

ity
w

ith
accounting

principles
generally

accepted
in

the
U

nited
States

o
f

A
m

erica.

In
our

opinion,
the

Schedule
o

f
C

apital
A

ssets
referred

to
above

presents
fairly,

in
all

m
aterial

respects, the
C

apital
A

ssetA
ccount o

fthe
State

o
fillinois,D

epartm
ent o

f N
atural

R
esources, as

o
f

June
30,

2009
in

conform
ity

w
ith

accounting
principles

generally
accepted

in
the

U
nited

States
o
fA

m
erica.

3



In
accordance

w
ith

G
overnm

entA
uditing

Standards,
w

e
have

also
issued

a
report

dated
M

arch
29,

2010
on

ourconsideration
ofthe

State
ofIllinois,D

epartm
ento

fN
atural

R
esources’

internal
control

over
financial

reporting
of

the
C

apital
A

sset
A

ccount
and

on
our

tests
of

the
State

of
Illinois,

D
epartm

ent
o
f

N
atural

R
esources

com
pliance

w
ith

certain
provisions

of
law

s,
regulations,contracts

and
grantagreem

ents
and

other
m

atters
as

they
relate

to
the

C
apital

A
sset

A
ccount.

T
he

purpose
o
f

that
report

is
to

describe
the

scope
of

our
testing

of
internal

control
over

financial
reporting

and
com

pliance
and

the
results

o
fth

at
testing

and
not

to
provide

an
opinion

on
the

internal
control

over
financial

reporting
or

on
com

pliance.
T

hat
report

is
an

integral
part

of
an

audit
paform

ed
in

accordance
w

ith
G

overnm
ent

A
uditing

Standards
and

should
be

considered
in

assessing
the

results
ofouraudit

O
ur

audit
w

as
conducted

for
the

purpose
of

form
ing

an
opinion

on
the

Schedule
o
f

C
apital

A
ssets

ofthe
State

ofillinois,D
epartm

entofN
atural

R
esources.

T
he

accom
panying

Schedule
o
f

C
hanges

in
C

apitalA
ssets

is
presented

forthe
purpose

ofadditionalanalysis
and

is
nota

required
part

o
f

the
Schedule

o
f

C
apital

A
ssets.

T
he

Schedule
of

C
hanges

in
C

apital
A

ssets
has

been
subjected

to
the

auditing
procedures

applied
in

the
auditofthe

Schedule
o

fC
apitalA

ssets
and, in

our
opinion,is

fairly
stated

in
allm

aterial
respects

in
relation

to
the

Schedule
o

f
C

apitalA
ssets

taken
as

a
w

hole.

T
his

report
is

intended
solely

for
the

inform
ation

and
use

of
the

A
uditor

G
eneral,

the
G

eneral
A

ssem
bly,

the
L

egislative
A

udit
C

om
m

ission,
the

G
overnor,

the
C

om
ptroller,

and
agency

m
anagem

ent,
and

is
not

intended
to

be
and

should
not

be
used

by
anyone

other
than

these
specified

parties.

W
A

SH
iN

G
T

O
N

,PIT
T

M
A

N
&

M
C

K
E

E
V

E
R

,L
L

C

C
hicago,illinois

M
arch

29,2010
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ST
A

T
E

O
F

IL
L

IN
O

IS
D

E
P

A
R

T
M

E
N

T
O

F
N

A
T

U
R

A
L

R
E

S
O

U
R

C
E

S

Schedule
ofC

apitalA
ssets

In
c

30,2009
(expressed

In
thousands)

C
apitalA

ssets
notbeing

depreciated:
L

and
and

land
im

provem
ents

$
366,046

T
otalC

apitalA
ssets

notbeing
depreciated:

366,046

C
apitalA

ssets
being

depreciated:

Site
im

provem
ents

415,188

B
uilding

and
building

im
provem

ents
258,215

Infrastructure
49,169

E
quipm

ent
64,868

T
otalC

apitalA
ssets

being
depreciated:

787,440

L
ess

A
ccum

ulated
D

epreciation
for:

Site
im

provem
ents

204,356

B
uilding

and
building

im
provem

ents
114,992

Infrastructure
25,873

E
quipm

ent
54A

76

T
otalA

ccum
ulated

D
epreciation

399,697

T
otalC

apitalA
ssets

being
depreciated,net

387,743

T
otalC

apitalA
ssets,net

$
753,789

T
he

accom
panying

N
otes

to
Schedule

ofC
apitalA

ssets
are

an
integralpartofthis

schedule.
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S
T

A
T

E
O

F
IL

L
IN

O
IS

D
E

P
A

R
T

M
E

N
T

O
F

N
A

T
U

R
A

L
R

E
S

O
U

R
C

E
S

N
O

T
E

S
T

O
S

C
h
E

D
U

L
E

O
F

C
A

P
IT

A
L

A
S

S
E

T
S

Ju
n

e
30,

2009

I
.

D
E

S
C

R
IP

T
IO

N
O

F
C

A
P

IT
A

L
A

S
S

E
T

A
C

C
O

U
N

T

T
he

S
tate

o
f

Illinois,
D

epartm
ent

o
f

N
atural

R
esources

(the
D

epartm
ent)

m
aintains

a
C

apital
A

sset
A

ccount.
C

apital
assets

include
land

and
land

im
provem

ents,
site

im
provem

ents,
buildings

building
im

provem
ents,

infrastructure,
equipm

ent
and

all
other

tangible
assets

that
are

used
in

operations
and

that
have

expected
useful

lives
extending

beyond
a

single
reporting

period.

2.
S

U
M

M
A

R
Y

O
F

S
IG

N
IF

IC
A

N
T

A
C

C
O

U
N

T
IN

G
P

O
L

IC
IE

S

T
he

S
chedule

o
f

C
apital

A
ssets

m
aintained

by
the

D
epartm

ent
has

been
prepared

in
accordance

w
ith

accounting
principles

generally
accepted

in
the

U
nited

S
tates

o
f

A
m

erica
(G

A
A

P
),

as
prescribed

by
the

G
overnm

ental
A

ccounting
S

tandards
B

oard
(G

A
S

B
).

T
o

facilitate
the

understanding
o
f

data
included

in
the

schedule,
sum

m
arized

below
are

the
m

ore
significant

accounting
policies.

(a)
R

eporting
E

ntity

A
s

defined
by

G
A

A
P

,
the

financial
reporting

entity
consists

o
f

a
prim

ary
governm

ent,
as

w
ell

as
its

com
ponent

units,
w

hich
are

legally
separate

organizations
for

w
hich

elected
officials

o
f

the
prim

ary
governm

ent
are

financially
accountable.

F
inancial

accountability
is

defined
as:

(1)
A

ppointm
ent

o
f

a
voting

m
ajority

o
f

the
com

ponent
unit’s

board
and

either
(a)

the
prim

ary
governm

ent’s
ability

to
im

pose
its

w
ill,

or
(b)

the
possibility

that
the

com
ponent

unit
w

ill
provide

a
financial

benefit
to

or
im

pose
a

financial
burden

on
the

prim
ary

governm
ent;

or

(2)
Fiscal

dependency
on

the
prim

ary
governm

ent.

B
ased

upon
the

required
criteria,

the
capital

asset
account

does
not

have
com

ponent
units,

nor
is

it
a

com
ponent

unit
o
f

any
other

entity.
H

ow
ever,

because
the

C
apital

A
sset

A
ccount

is
not

legally
separate

from
the

State
o
f

Illinois
(S

tate),
it

is
included

in
the

financial
statem

ents
o
f

the
State.

T
he

S
tate’s

C
om

prehensive
A

nnual
F

inancial
R

eport
m

ay
be

obtained
by

w
riting

to
the

S
tate

C
om

ptroller’s
O

ffice,
F

inancial
R

eporting
D

epartm
ent,

325
W

est
A

dam
s

S
treet,

S
pringfield,

Illinois,
62704-1871.
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S
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E
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F
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IS

D
E
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R
T

M
E
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T
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F

N
A

T
U

R
A

L
R

E
S

O
U

R
C

E
S

N
O

T
E

S
T

O
S

C
H

E
D

U
L

E
O

F
C

A
P

IT
A

L
A

S
S

E
T

S
(C

o
n

tin
u
ed

)
Ju

n
e

30,
2009

2.
S

U
M

M
A

R
Y

O
F

S
IG

N
IF

IC
A

N
T

A
C

C
O

U
N

T
IN

G
P

O
L

IC
iE

S
-

C
ontinued

T
he

schedule
presents

only
the

capital
assets

adm
inistered

by
the

D
epartm

ent
and

does
not

purport
to.

and
does

not,
present

fairly
the

financial
position

o
f

the
D

epartm
ent

as
o
f

June
30.

2009
and

changes
in

its
financial

position
for

the
year

then
ended

in
conform

ity
w

ith
accounting

principles
generally

accepted
in

the
U

nited
S

tates
o
f

A
m

erica.

(b)
B

asis
o
f

P
resentation

T
he

C
apital

A
sset

A
ccount

balances
are

reported
in

the
S

tate’s
C

om
prehensive

A
nnual

F
inancial

R
eport.

F
or

its
reporting

purposes,
the

D
epartm

ent
has

presented
the

S
chedule

o
f

C
apital

A
ssets

using
a

colum
nar

form
at

that
presents

capital
assets,

net
o
f

accum
ulated

depreciation,
as

o
fJu

n
e

30,
2009.

(c)
B

asis
o
f

A
ccounting

T
he

C
apital

A
sset

A
ccount

is
reported

using
the

econom
ic

resources
m

easurem
ent

focus
and

the
accrual

basis
o
faccounting.

(d)
U

se
o
f

E
stim

ates

T
he

preparation
o
f

the
S

chedule
o
f

C
apital

A
ssets

in
conform

ity
w

ith
G

A
A

P
requires

m
anagem

ent
to

m
ake

estim
ates

and
assum

ptions
that

affect
the

reported
am

ounts
o
f

assets
and

accum
ulated

depreciation
at

the
date

o
f

the
schedule.

A
ctual

results
could

differ
from

those
estim

ates.

(e)
V

aluation

C
apital

assets
are

reported
at

cost
or

estim
ated

historical
cost

or,
if

donated,
at

their
fair

value
at

the
tim

e
o
f

acquisition.
H

istorical
costs

include
the

am
ount

paid
for

the
asset

and
ancillary

charges
necessary

to
place

the
asset

into
its

intended
location

and
condition

for
use.

A
ssets

acquired
in

various
am

ounts
for

a
single

purpose
w

hich
m

ay
not

individually
m

eet
the

capitalization
threshold

are
capitalized

if
the

estim
ated

total
o
fth

e
project

exceeds
the

capitalization
threshold.

F
or

capital
assets

that
are

depreciated,
expenditures

that
extend

the
useful

lives
o
f

capital
assets

beyond
their

initial
estim

ated
useful

lives
(preservation

costs)
or

im
prove

their
efficiency

(im
provem

ents)
or

capacity
(additions)

are
capitalized,

w
hereas

expenditures
for

repairs
and

m
aintenance

are
expensed.

C
apital

assets
are

depreciated
using

the
straight-line

m
ethod.

7



S
T

A
T

E
O

F
IL

L
IN

O
IS

D
E

P
A

R
T

M
E

N
T

O
F

N
A

T
U

R
A

L
R

E
S

O
U

R
C

E
S

N
O

T
E

S
T

O
S

C
H

E
D

U
L

E
O

F
C

A
P

IT
A

L
A

S
S

E
T

S
(C

o
n
tin

u
ed

)
Ju

n
e

30,
2009

2,
S

U
M

M
A

R
Y

O
F

S
IG

N
IF

IC
A

N
T

A
C

C
O

U
N

T
IN

G
P

O
L

IC
IE

S
*

C
ontinued

(0
C

apitalization
P

olicies

C
apitalization

thresholds
and

the
estim

ated
useful

lives
are

as
follow

s:

C
apital

A
sset

C
ategoty

C
apitalization

E
stim

ated

—
*
-

T
hreshold

U
seful

L
ife

L
and

$
100,000

N
/A

Infrastructure
250,000

30
Site

Im
provem

ents
25,000

30
B

uildings
100,000

30
B

uilding
Im

provem
ents

25,000
30

E
quipm

ent
5,000

7
C

apital
L

eases
-

E
quipm

ent
5,000

7

(g)
Infrastructure

T
he

D
epartm

ent
m

aintains
infrastructure

assets,
including

w
aterw

ays,
dam

s,
tunnels,

and
drainage

system
s.

T
he

D
epartm

ent
m

aintains
certain

infrastructure
netw

orks,
com

posed
o
fall

assets
that

provide
a

particular
type

ofservice
for

the
D

epartm
ent.

In
the

m
ajority

o
f

cases,
a

legal
title

docum
ent

w
as

not
created

w
hen

these
assets

w
ere

constructed
or

placed
into

service.
T

he
D

epartm
ent

capitalizes
all

infrastructure
assets

supported
by

purchasing
docum

entation
(e.g.,

contracts,
requisitions,

purchase
orders,

paym
ent

docum
ents,

etc.).
In

cases
w

here
infrastructure

assets
are

jointly
developed

or
constructed

by
the

D
epartm

ent
and

neighboring
states

or
local

m
unicipalities,

the
D

epartm
ent

capitalizes
only

those
assets,

w
hich

are
m

aintained
by

the
D

epartm
ent

and
legal

title
has

not
been

established
by

another
legal

entity.

(h)
H

istorical
T

reasures
and

W
orks

o
f

A
rt

T
he

D
epartm

ent
m

aintains
extensive

collections
o
f

historical
treasures

and
w

orks
o
f

art.
Item

s
m

eeting
the

follow
ing

conditions
are

not
capitalized:

1)
held

for
public

exhibition,
education,

or
research

in
furtherance

ofpublic
service,

rather
than

financial
gain;

2)
protected,

kept
unencum

bered,
cared

for,
and

preserved;
and

3)
subject

to
an

organizational
policy

that
requires

the
proceeds

from
sales

o
f

collection
item

s
to

be
used

to
acquire

other
item

s
for

collections.
A

ll
the

D
epartm

ent’s
historical

treasures
and

w
orks

o
f

art
m

eet
these

conditions,
and

therefore,
are

not
capitalized

in
the

S
chedule

o
f

C
apital

A
ssets.
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ST
A

T
E

O
F

IL
U

N
O

IS
D

E
P

A
R

T
M

E
N

T
O

F
N

A
T

U
R

A
L

R
E

SO
U

R
C

E
S

N
O

T
E

S
T

O
SC

H
E

D
U

L
E

O
F

C
A

PIT
A

L
A

SSE
T

S
(C

ontinued)
June

30,2009

3.
C

A
PIT

A
L

A
SSE

T
M

A
N

A
G

E
M

E
N

T
SY

ST
E

M

T
he

D
epartm

entm
aintains

a
capitalasset m

anagem
entsystem

w
hich

includes,forali capital
assets,

the
m

ajor
asset

category,
description

o
f

asset
date

o
f

acquisition,
m

ethod
o

f
acquisition,

cost
or

other
value,

responsible
organizational

unit;
location

o
f

asset;
identification

ofapplicable
netw

ork
or

subsystem
(for

infrastructure
assets),estim

ated
life,

estim
ated

salvage
value,annualand

accum
ulated

depreciation,and
appropriation.

4.
R

E
PO

R
T

IN
G

R
E

Q
U

IR
E

M
E

N
T

S

T
he

D
epartm

ent
is

required
to

com
plete

and
subm

it
the

SA
M

S
TO

G
M

!’R
econciliation

-

C
apital

A
ssets

(SC
O

-537)
and

C
apital

A
sset

Sum
m

ary
(SC

O
-538)

form
s

to
the

Illinois
O

ffice
o
fthe

C
om

ptroller
as

partofthe
year-end

reporting
process

related
to

capitalassets.
A

m
ounts

reported
on

these
form

s
have

been
reconciled

to
the

Schedule
o
fC

apitalA
ssets.
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STATE OF ILLINOIS

DEPARTMENT OF NATURAL RESOURCES

Schedule of Changes in Capital Assets

For the Year Ended June 30, 2009
(expressed in thousands)

Capital Assets being depreciated:

Site improvements

Building and building improvements

Infrastructure

Equipment

Capital leases - equipment

Total Capital Assets being depreciated:

Balance At
June 30, 2008

411,050

262,529

46,726

74,442

26

794,773

2,776

85

2,443

2,283

- 26

7,587 648

Balance At
June 30, 2009

415,188

258.215

49,169

64.868

(14.272) 787,440

Less Accumulated Depreciation for:

Site improvements

Building and building improvements

Infrastructure

Equipment

Capital leases - equipment

Total Accumulated Depreciation

Total Capital Assets being depreciated, net

Total Capital Assets, net

Capital Assets not being depreciated:

Land and land improvements

Total Capital Assets not being depreciated:

$ 360,962

360,962

Additions Deletions Net Transfers

$ 7,173

7,173

S 366.046

366,046

S 2.089

2,089

64

186

372

S -

1,426

(4.213)

(11.485)

192,600 11,820 64 - 204,356

109,802 8,125 36 114.992

24,959 914 25,873

63,481 1,874 338 54.476

15 - 15

390,857 22,733 453

403,916 (15,146) 195

$ 764,878 S (7,973) S 2.284

(2.899)

(10.541)

(13.440)

($32)

S ($32)

See accompanying Independent Auditors Report.
10

399.697

387.743

S 753.789
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H
onorable

W
illiam

.
G

.
H

olland
A

uditor
G

eneral
S

tate
o
f

Illinois

A
s

S
pecial

A
ssistant

A
uditors

for
the

A
uditor

G
eneral,

w
e

have
audited

the
S

chedule
o

f
C

apital
A

ssets
o
f

the
State

o
f

Illinois,
D

epartm
ent

o
f

N
atural

R
esources.

as
o
f

and
for

the
year

ended
June

30,
2009,

and
have

issued
our

report
thereon

dated
M

arch
29,

20
10.

W
e

conducted
our

audit
in

accordance
w

ith
auditing

standards
generally

accepted
in

the
U

nited
S

tates
o

f
A

m
erica

and
the

standards
applicable

to
financial

audits
contained

in
G

overnm
ent

A
uditing

S
tan

d
ard

s
issued

by
the

C
om

ptroller
G

eneral
o
fth

e
U

nited
States.

internal
C

ontrol
O

ver
F

inancial
R

eportjjg

In
planning

and
perform

ing
our

audit,
w

e
considered

the
S

tate
o
f

Illinois,
D

epartm
ent

o
f

N
atural

R
esources’

internal
control

over
financial

reporting
as

a
basis

for
designing

our
auditing

procedures
for

the
purpose

o
f

expressing
our

opinion
on

the
S

chedule
o

f
C

apital
A

ssets,
but

not
for

the
purpose

of
expressing

an
opinion

on
the

effectiveness
o

f
the

S
tate

o
f

Illinois,
D

epartm
ent

o
f

N
atural

R
esources’

internal
control

over
financial

reporting.
A

ccordingly,
w

e
do

not
express

an
opinion

on
the

effectiveness
o

fth
e

State
o
f

Illinois,
D

epartm
ent

ofN
atural

R
esources’

internal
control

over
financial

reporting.

A
deficiency

in
internal

control
exists

w
hen

the
design

or
operation

o
f

a
control

does
not

allow
m

anagem
ent

or
em

ployees,
in

the
norm

al
course

ofperform
ing

their
assigned

functions,
to

prevent,
or

detect
and

correct
m

isstatem
ents

on
a

tim
ely

basis.
A

m
aterial

w
eakness

is
a

deficiency,
or

a
com

bination
o
f

deficiencies.
in

internal
control

such
that

there
is

a
reasonable

possibility
that

a
m

aterial
m

isstatem
ent

o
f

the
S

tate
o
f

Illinois,
D

epartm
ent

o
f

N
atural

R
esources’

S
chedule

o
f

C
apital

A
ssets

w
ill

not
be

prevented,
or

detected
and

corrected
on

a
tim

ely
basis.

O
ur

consideration
o
f

internal
control

over
financial

reporting
w

as
for

the
lim

ited
purpose

described
in

the
first

paragraph
o
f

this
section

and
w

as
not

designed
to

identify
all

deficiencies
in

the
internal

control
over

financial
reporting

that
m

ight
be

deficiencies,
significant

deficiencies
or

m
aterial

w
eaknesses.

11



W
e

did
notidentify

any
deficiencies

in
internal controloverfinancial reporting

thatw
e

consider
to

be
m

aterial
w

eaknesses,
as

defined
above.

H
ow

ever,
w

e
identified

certain
deficiencies

in
internalcontrol over

financial
reporting,described

in
finding

09-I
in

the
accom

panying
schedule

o
f

findings
that

w
e

consider
to

be
a

significant
deficiency

in
internal

control
over

financial
reporting.

A
significantdeficiency

is
a

deficiency, or
a

com
bination

ofdeflciencies,
in

internal
controlthat

is
less

severe
than

a
m

aterialw
eakness,yetim

portant enough
to

m
eritattention

by
those

charged
w

ith
governance.

C
om

pliance
and

O
therM

atters

A
s

part
o
f

obtaining
reasonable

assurance
about

w
hether

the
State

of
illinois,

D
epartm

ent
of

N
atural

R
esources’

Schedule
o
f

C
apital

A
ssets

is
free

o
f

m
aterial

rn
isstaflen

t
w

e
perform

ed
tests

o
f

its
com

pliance
w

ith
certain

provisions
o
f

law
s,

regulations,
contracts,

and
grant

agreem
ents,

noncom
pliance

w
ith

w
hich

could
have

a
direct

and
m

aterial
effect

on
the

determ
ination

of
financial

statem
ent

am
ounts.

H
ow

ever,
providing

an
opinion

on
com

pliance
w

ith
those

provihions
w

as
notan

objective
ofour

audit and
accordingly,w

e
do

notexpress
such

an
opinion.

T
he

results
of

our
tests

disclosed
no

instances
o
f

noncom
pliance

or
other

m
atters

that are
required

to
be

reported
underG

overnm
entA

uditing
Standard&

T
he

State
oflllinois,

D
epartm

entofN
atural

R
esources’

response
to

the
finding

identified
in

our
audit

is
described

in
the

accom
panying

schedule
of

findings.
W

e
did

not
audit

the
State

o
f

Illinois,D
epartm

ento
fN

aturalR
esources’

response
and,accordingly,w

e
express

no
opinion

on
it.T

his
report

is
intended

solely
for

the
inform

ation
and

use
o
f

the
A

uditor
G

eneral,
the

G
eneral

A
ssem

bly,the
L

egislative
A

udit
C

om
m

ission,the
G

overnor,and
illinois

D
epartm

ento
fN

atural
R

esources’
m

anagem
ent,and

is
notintended

to
be

and
should

notbe
used

by
anyone

other than
these

specified
parties.

W
%

o
Y

c
c
n

4
W

\c4
tv

ectS
t

W
A

SH
iN

G
T

O
N

,PIT
T

M
A

N
&

M
C

K
E

E
V

E
R

,L
L

C

C
hicago,Illinois

M
arch

29,2010

12



S
d
llE

!U
L

E
O

F
F

IN
D

IN
G

S

C
u
rren

t
F

indings
-

(G
o

v
e
ri,m

e
n

tA
u
d
itii,jS

tandards)

09-1
F

IN
D

IN
G

:
Internal

C
ontrol

W
eaknesses

W
eaknesses

w
ere

identified
in

the
Illinois

D
epartm

ent
o
f

N
atural

R
esources

(D
epartm

ent)
internal

control
structure

related
to

the
recording

and
reporting

o
f

State
property.

D
uring

testing
of

the
D

epartm
ent’s

State
property,

a
num

ber
o
f

w
eaknesses

w
ere

identified
in

the
D

epartm
ent’s

internal
control,

particularly
in

the
follow

ing
areas:

.
A

n
overstatem

ent
of

$1
,393,000

in
accum

ulated
depreciation

associated
w

ith
item

s
transferred

from
the

D
epartm

ent
w

as
not

deducted
from

the
C

apital
A

sset
S

um
m

ary
(S

C
O

-538
A

ccounting
R

eport
F

orm
)

subm
itted

to
the

O
ffice

of
the

State
C

om
ptroller.

Further,
this

adjustm
ent

w
as

not
m

ade
to

the
June

30,
2008

audited
Schedule

of
C

apital
A

ssets.
T

o
correct

this
error,

the
D

epartm
ent

reduced
the

June
30,

2009
additions

to
depreciation

expense,
w

hich
understates

the
current

year’s
actual

depreciation
expenses

by
$1

,393,000.
T

he
m

ateriality
o
f

this
error

did
not

necessitate
the

auditors
to

propose
a

correcting
adjustm

ent.

.
D

uring
fiscal

year
2008,

the
D

epartm
ent

changed
its

depreciation
m

ethodology.
D

uring
this

change,
certain

fully
depreciated

capital
assets

w
ere

included
in

the
depreciation

com
putation,

ultim
ately

overstating
the

June
30,

2008
depreciation

expense
by

$223,602.
In

fiscal
year

2009,
in

order
to

correct
the

prior
year

error,
the

D
epartm

ent
reduced

depreciation
expense

by
this

sam
e

am
ount.

T
he

correction
o
f

this
error

resulted
in

understating
depreciation

expense
in

fiscal
year

2009.
T

he
m

ateriality
o
fthe

error
did

not
necessitate

the
auditors

to
propose

a
correcting

adjustm
ent.

.
D

uring
testing

o
f

capital
asset

disposals,
an

instance
w

as
identified

in
w

hich
the

D
epartm

ent
could

not
provide

docum
entation

that
authorized

the
disposal/conveyance

o
f

an
asset.

D
uring

fiscal
year

2009,
the

D
epartm

ent
conveyed

a
building,

w
ith

im
provem

ents
o
f

$
I67,287,

to
a

local
m

unicipality.
H

ow
ever,

the
D

epartm
ent

could
not

provide
docum

entation
to

support
the

conveyance
officially

occurred
during

fiscal
year

2009.

A
n

im
portant

elem
ent

o
f

internal
control

is
the

accurate
review

,
reconciliation

and
reporting

o
f

accounting
data.

In
addition,

the
Illinois

O
ffice

o
f

the
C

om
ptroller’s

S
tatew

ide
A

ccounting
M

anagem
ent

S
ystem

(S
A

M
S

)
M

anual
(P

rocedure
27.20.38)

requires
a

State
agency

to
report

capital
assets

and
related

accum
ulated

depreciation
to

be
included

in
the

State
o
f

Illinois
G

A
A

P
financial

statem
ents.

G
enerally

A
ccepted

A
ccounting

P
rinciples

and
the

S
A

M
S

M
anual

provide
guidance

for
the

disposals
o
f

capital
assets.

T
his

includes
m

aintenance
and

retention
o
f

docum
entation

to
support

all
transactions

recorded
in

the
capital

asset
accounts,

as
required

by
the

S
tate

R
ecords

A
ct

(5
IL

C
S

160).

13



D
epartm

ent
personnel

stated
both

internal
and

cxtcrnal
review

s
o
f

capital
asset

inform
ation

are
being

pcrfbrm
ed

and
the

exceptions
noted

occurred
due

to
m

anagem
ent

oversight.
R

egarding
docum

entation
tio

t
rnaintai ned

to
support

the
hui Iding

conveyance.
[)epartm

ent
personnel

stated
this

occurred
due

to
a

m
iscom

m
unication

betw
een

the
D

epartm
ent’s

O
ffice

o
f

R
ealty

and
E

nvironm
ental

P
lanning

(O
R

E
P

)
and

C
apital

A
ssets.

T
he

thrrn
that

O
R

E
P

uses
is

not
totally

explicit
and

C
apital

A
ssets

did
not

realize
from

the
fbrni

that
all

the
property

at
the

site
w

as
conveyed,

not just
the

land.

F
ailure

to
m

aintain
adequate

controls
over

the
recording

and
reporting

o
f

capital
asset

inform
ation

can
result

in
e
rre

u
s

financial
reporting.

(H
nding

C
ode

N
o.

09-I)

R
E

C
O

N
IM

E
N

D
A

T
IO

N
:

W
e

recom
m

end
the

D
epartm

ent
im

prove
controls

over
their

recording
and

reporting
o
f

capital
assets

to
ensure

the
adequate

review
and

reconciliation
o

f
property

control
records

to
external

financial
reports

(S
C

O
-538

and
financial

statem
ents)

arc
being

perform
ed

to
identify

errors.
W

e
also

recom
m

end
the

D
epartm

ent
im

prove
its

efforts
to

ensure
supporting

docum
ents

on
all

disposals
o
f

capital
assets

are
m

aintained.
In

addition,
w

e
recom

m
end

the
D

epartm
ent

im
prove

internal
com

m
unications

to
ensure

interdepartm
ental

docum
ents

are
clearly

understood
by

all
divisions.

D
E

P
A

R
T

M
E

N
T

R
E

S
P

O
N

S
E

:

T
he

D
epartm

ent
partially

agrees.
W

hile
w

e
agree

that
these

errors
did

occur,
it

is
the

D
epartm

ent’s
internal

control
system

that
detected

the
errors.

T
he

om
ission

o
f

$
1,393,000

o
f

accum
ulated

depreciation
for

transferred
out

equipm
ent

(of
approxim

ately
$391

m
illion

o
f

FY
08

total
accum

ulated
depreciation)

w
as

discovered
by

ID
N

R
staff

during
the

preparation
o
f

the
FY

09
statem

ents,
after

the
FY

08
financial

statem
ents

w
ere

audited.
T

he
error

w
as

corrected
and

footnoted
on

the
F

Y
09

statem
ents

per
directions

from
the

Illinois
O

ffice
o

f
the

C
om

ptroller.
T

he
net

effect
o
f

this
correction

w
as

$0.
ID

N
R

overstated
the

FY
08

infrastructure
depreciation

by
$223,602

(F
Y

08
infrastructure

addition
to

accum
ulated

depreciation
w

as
$

I.3
m

illion)
as

directed
by

the
external

audit
firm

,
O

ffice
o
f

the
A

uditor
G

eneral,
and

the
Illinois

O
ffice

o
f

the
C

om
ptroller.

T
he

adjustm
ent

am
ount

w
as

then
system

atically
absorbed

in
F

Y
09

to
avoid

over
or

under
depreciation

o
f

the
assets

at
the

end
o
f

their
useful

lives.
It

w
as

not
reversed

in
order

to
correct

the
adjustm

ent
o
f

the
prior

period.
N

evertheless
the

net
effect

o
f

this
adjustm

ent
w

as
$0.

T
he

building
w

ith
im

provem
ents

w
as

conveyed
during

F
Y

09
because

it
w

as
inadvertently

not
disposed

during
a

previous
period.

T
he

$
167,287

error
(of

approxim
ately

$263
m

illion
beginning

F
Y

09
balance

o
f

building/building
im

provem
ents)

w
as

discovered
by

ID
N

R
through

the
annual

certification
process

and
the

assets
w

ere
conveyed

as
soon

as
the

error
w

as
detected.

ID
N

R
did

provide
docum

entation
for

the
conveyance

o
f

a
building

w
ith

im
provem

ents
to

a
local

m
unicipality

(consisting
o
f

a
land

conveyance
form

,
a

legal
description

and
an

intergovernm
ental

agreem
ent

betw
een

ID
N

R
and

the
m

unicipality).
C

onveyance
o
f

land
is

a
rare

occurrence
as

the

D
epartm

ent
is

in
the

business
o
f

acquiring
land,

not
disposing

o
f

it;
how

ever,
ID

N
R

agrees
that

docum
ent

w
as

not
specific

or
explicit

as
necessary.
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A
U

D
IT

O
R

’S
C

O
M

M
E

N
T

:

T
he

D
epartm

ent
agreed

that
the

errors
did

occur.
T

he
external

audit
firm

and
the

O
ffice

of
the

A
uditor

G
eneral

proposed
a

correcting
entry

to
the

D
epartm

ent’s
S

chedule
of

C
apital

A
ssets

based
on

inform
ation

provided
by

the
D

epartm
ent,

but
did

not
direct

the
D

epartm
ent

to
overstate

fiscal
year

2008
infrastructure

depreciation.
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P
R

IO
R

F
IN

D
IN

G
S

N
O

T
R

E
P

E
A

T
E

D

A
F

IN
D

IN
G

:
(inadequate

controls
over

capital
assets)

D
uring

the
prior

audit,
the

S
tate

o
f

Illinois,
D

epartm
ent

o
f

N
atural

R
esources

(D
epartm

ent)
did

not
m

aintain
sufficient

evidence
to

ensure
the

existence,
valuation,

and
rights

on
am

ounts
capitalized

as
S

ite
lm

provem
ents

for
the

B
ikew

ays
P

roject.
T

he
D

epartm
ent

recorded
$454,607

for
the

B
ikew

ays
P

roject
in

FY
08.

A
s

o
f

June
30,

2008
assets

totaling
$27,038,768

had
been

capitalized
under

the
B

ikew
ays

P
roject.

(F
inding

C
ode

08-1)

D
uring

the
current

year,
the

D
epartm

ent
developed

and
im

plem
ented

policies
and

procedures
to

obtain
and

m
aintain

sufficient
evidence

to
ensure

the
existence,

valuation,
and

rights
on

am
ounts

capitalized
as

Site
Im

provem
ents

for
the

B
ikew

ays
P

roject.
Instead

o
f

obtaining
inform

ation
from

Illinois
D

epartm
ent

o
f

T
ransportation

(ID
O

T
),

the
D

epartm
ent

receives
invoices

directly
from

the
vendor

through
the

D
epartm

ent’s
O

ffice
o
f

R
ealty

and
E

nvironm
ental

P
lanning

(O
R

E
P

).
O

nce
the

invoice
is

received,
O

R
E

P
sends

an
invoice

to
ID

O
T

notifying
ID

O
T

o
ftheir

paym
ent

am
ount.
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