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E.C. Ortiz & Co., LLP
333 S. DesPlaines Street, Suite 2-N
Chicago, Illinois 60661

Ladies and Gentlemen:

We are responsible for the identification of, and compliance with, all aspects of laws, regulations,
contracts, or grant agreements that could have a material effect on the operations of the Capital
Development Board (CDB). We are responsible for and we have established and maintained an
effective system of, internal controls over compliance requirements. We have performed an
evaluation of CDB's compliance with the following assertions during the two-year period ended
June 30, 2008. Based on this evaluation, we assert that during the years ended June 30, 2008 and
June 30, 2007, CDB has materially complied with the assertions below.

A

CDB has obligated, expended, received and used public funds of the State in accordance with
the purpose for which such funds have been appropriated or otherwise authorized by law.

CDB has obligated, expended, received and used public funds of the State in accordance with
any limitations, restrictions, conditions or mandatory directions imposed by law upon such
obligation, expenditure, receipt or use,

CDB has complied, in all material respects, with applicable laws and regulations, including the
State uniform accounting system, in its financial and fiscal operations.

The State revenues and receipts collected by CDB are in accordance with applicable laws and
regulations and the accounting and recordkeeping of such revenues and receipts is fair,
accurate and in accordance with law,

The money or negotiable securities or similar assets handled by CDB on behalf of the State or
held in trust by CDB have been properly and legally administered, and the accounting and
recordkeeping relating thereto is proper, accurate and in accordance with law.

Yours very truly,

Capital Development Board

\ WS

;W/M

Ll

Jamds Riem&rdSr.
Execttive Direftor

Fred Hahn
Legal Counsel

Gevan Behnke
Administrator of the Office of
Fiscal Management



STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
COMPLIANCE REPORT

SUMMARY

The compliance testing performed during this examination was conducted in accordance with
Government Auditing Standards and in accordance with the Illinois State Auditing Act.

ACCOUNTANTS’ REPORTS
The Independent Accountants” Report on State Compliance, on Internal Control Owver

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 Current Report Prior Report
Findings 5 8
Repeated findings 3 1

Prior recommendations implemented or not repeated 5 7

Details of findings are presented in a separately tabbed report section.
SCHEDULE OF FINDINGS

Item No.  Page Description Finding Type

FINDING (GOVERNMENT AUDITING STANDARDS)

08-1 11 Inadequate Internal Control for Uninsured and Significant Deficiency
Uncollateralized Deposits and Noncompliance

FINDINGS (STATE COMPLIANCE)}

08-2 13 Failure to Publish Required Procurement Information Significant Deficiency
and Noncompliance

08-3 15 Performance Evaluation Not Completed Significant Deficiency
and Noncompliance

08-4 17 Inadequate Controls Over Personnel and Significant Deficiency
Payroll Records and Noncompliance

08-5 20 Art-in-Architecture Program Noncompliance Significant Deficiency

and Noncompliance

In addition, the following finding which is reported as current finding relating to Government Auditing
Standards also meet the reporting requirements for State compliance.

08-1 11 Inadequate Internal Control for Uninsured and Significant Deficiency
Uncollateralized Deposits and Noncompliance



STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
COMPLIANCE REPORT
SCHEDULE OF FINDINGS (Continued)

PRIOR FINDINGS NOT REPEATED

A 22 Inadequate Review of Retainage Payables and Related
Contractor Accounts Payable Balances
B 22 Architect/Engineer Certification
C 22 Post Construction Visits
D 23 Lack of Control Over Changes to Computer System
E 23 Agency Publications
EXIT CONFERENCE

The findings and recommendations appearing in this report were discussed with Agency
personnel at an exit conference on December 17, 2008 held at 300 William G. Stratton Building,
401 South Spring Street, Springfield, Iflinois 62706. Representing the Office of the Auditor
General were Lisa Warden and Joe Gudgel. Representing the Capital Development Board were
James Riemer, Gus Behnke, and Daryl Harris. Representing E.C. Ortiz & Co., LLP were Leilani
N. Rodrigo and Vivian J. Sigue. Responses to the recommendations were provided by Gus Behnke
in a letter dated January 5, 2009.



E.C. ORTIZ & CO, LLP

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT ACCOUNTANTS’ REPORT ON STATE COMPLIANCE,
ON INTERNAL CONTROL OVER COMPLIANCE, AND ON
SUPPLEMENTARY INFORMATION FOR STATE COMPLIANCE PURPOSES

Honorable William G. Holland
Auditor General
State of Ilnois

and

Board Members
Capital Development Board

Compliance

As Special Assistant Auditors for the Auditor General, we have examined the State of Illinois
Capital Development Board’s compliance with the requirements listed below, as more fully
described in the Audit Guide for Financial Audits and Compliance Attestation Engagements of
Illinois State Agencies (Audit Guide) as adopted by the Auditor General, during the two years
ended June 30, 2008. The management of the State of lllinois Capital Development Board is
responsible for compliance with these requirements. Our responsibility is to express an opinion
on the State of Illinois Capital Development Board’s compliance based on our examination.

A. The State of Iilinois Capital Development Board has obligated, expended, received and
used public funds of the State in accordance with the purpose for which such funds have
been appropriated or otherwise authorized by law.

B.  The State of Illinois Capital Development Board has obligated, expended, received, and
used public funds of the State in accordance with any limitations, restrictions, conditions,
or mandatory directions imposed by law upon such obligation, expenditure, receipt, or use.

C.  The State of Mlinois Capital Development Board has complied, in all material respects,
with applicable laws and regulations, including the State uniform accounting system, in its
financial and fiscal operations.

D. The State revenues and reccipts collected by the State of Iilinois Capital Development
Board are in accordance with applicable laws and regulations and whether the accounting
and recordkeeping of such revenues and receipts is fair, accurate, and in accordance with
law.

5

333 SOUTH DES PLAINES STREET, SUITE 2-N CHICACO, IL 60661 tel: 312.876.1900 fax: 312.876.1911



E. Money or negotiable securities or similar assets handled by the State of Illinois Capital
Development Board on behalf of the State or held in trust by the State of lllinois Capital
Development Board have been properly and legally administered and the accounting and
recordkeeping relating thereto is proper, accurate, and in accordance with law.

We conducted our examination in accordance with attestation standards established by the
American Institute of Certified Public Accountants; the standards applicable to attestation
engagements contained in Government Auditing Standards, issued by the Comptroller General of
the United States; the Illinois State Auditing Act (Act); and the Audit Guide as adopted by the
Auditor General pursuant to the Act; and, accordingly, included examining, on a test basis,
evidence about the State of Illinois Capital Development Board’s compliance with those
requirements listed in the first paragraph of this report and performing such other procedures as
we considered necessary in the circumstances. We believe that our examination provides a
reasonable basis for our opinion. Our examination does not provide a legal determination on the
State of lllinois Capital Development Board’s compliance with specified requirements.

In our opinion, the State of Illinois Capital Development Board complied, in al} material
respects, with the requirements listed in the first paragraph of this report during the two years
ended June 30,2008. However, the results of our procedures disclosed instances of
noncompliance, which arc required to be reported in accordance with criteria established by the
Audit Guide issued by the Illinois Office of the Auditor General and which are described in the
accompanying schedule of State findings as findings 08-1, 08-2, 08-3, 08-4, and 08-5,

Internal Control

The management of the State of lllinois Capital Development Board is responsible for
establishing and maintaining effective internal control over compliance with the requirements
listed in the first paragraph of this report. In planning and performing our examination, we
considered the State of Illinois Capital Development Board’s internal control over compliance
with the requirements listed in the first paragraph of this report in order to determine our
examination procedures for the purpose of expressing our opinion on compliance and fo test and
report on internal control over compliance in accordance with the Audit Guide issued by the
Illinois Office of the Auditor General, but not for the purpose of expressing an opinion on the
effectiveness of the State of Illinois Capital Development Board’s internal control over
compliance.  Accordingly, we do not express an opinion on the effectiveness of the
State of Hlinois Capital Development Board’s internal control over compliance.

Our consideration of intemal control over compliance was for the limited purpose described in
the preceding paragraph and would not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses as defined below. However, as
discussed bclow, we identified certain deficiencies in internal control over compliance that we
consider to be significant deficiencies (and other deficiencies that we consider to be material
weaknesses).



A control deficiency in an entity’s internal control over compliance exists when the design or
operation of a control does not allow management or employees, in the normal course of
performing their assigned functions, to prevent or detect noncompliance with the requirements
listed in the first paragraph of this report on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the entity’s ability to
comply with the requirements listed in the first paragraph of this report such that there is more
than a remote likelihood that noncompliance with a requirement that is more than
inconsequential will not be prevented or detected by the entity’s internal control. We consider
the deficiencies in internal control over compliance described in the accompanying schedule of
findings as items 08-1, 08-2, 08-3, 08-4, and 08-5 to be significant deficiencies.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that material noncompliance with a requirement listed in
the first paragraph of this report will not be prevented or detected by the entity’s internal control.
We did not consider any of the deficiencies described in the accompanying schedule of findings
to be material weaknesses.

As required by the Audit Guide, immaterial findings excluded from this report have been
reported in a separate letter to your office.

The State of Ilinois Capital Development Board’s responses to the findings identified in our
examination are described in the accompanying schedule of findings. We did not examine the
State of Illinois Capital Development Board’s responses and, accordingly, we express no opinion
on them.

Supplementary Information for State Compliance Purposes

As Special Assistant Auditors for the Auditor General, we have audited the financial statements
of the governmental activities, the major fund, and the aggregate remaining fund information of
the State of Illinois Capital Development Board as of and for the year ended June 30, 2008,
which collectively comprise the State of Illinois Capital Development Board’s basic financial
statements, and have issued our report thereon dated January 20, 2009. The accompanying
supplementary information, as listed in the table of contents as Supplementary Information for
State Compliance Purposes, 1s presented for purposes of additional analysis and is not a required
part of the basic financial statcments of the State of Illinois Capital Development Board. The
2008 Supplementary Information for State Compliance Purposes, except for that portion marked
“unaudited” on which we express no opinion, has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements for the year ended June 30, 2008
taken as a whole. We have alse previously audited, in accordance with auditing standards
generally accepted in the United States, the State of Illinois Capital Development Board’s basic
financial statements for the year ended June 30, 2007. In our report dated December 19, 2007 on
basic financial statements, we expressed an unqualified opinion on the respective financial
statements of the governmental activities, the major fund, and the aggregate remaining fund
information. In our opinion, the 2008 and 2007 Supplementary Information for Staie
Compliance Purposes, except for the portion marked “unaudited” is fairly stated in all material



respects in relation to the basic financial statements for the years ended June 30, 2008 and
June 30, 2007 taken as a whole.

This report is intended solely for the information and use of the Auditor General, the General
Assembly, the Legislative Audit Commission, the Governor, Agency management, and board
members and audit committee members of the State of Illinois Capital Development Board and
is not intended to be and should not be used by anyone other than these specified parties.

¢ C. Oniiy % Co. LLF

Chicago, Iilinois
January 20, 2009



E.C.ORTIZ & CO,, LLP

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLJIANCE AND OTHER MATTERS
BASED ON AN AUDITOF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable William G. Holland
Auditor General
State of Illincis

and

Board Members
Capital Development Board

As Special Assistant Auditors for the Auditor General, we have audited the financial statements
of the governmental activities, the major fund, and the aggregate remaining fund information of
the State of Illinois Capital Development Board, as of and for the year ended June 30, 2008,
which collectively comprise the State of Illinois Capital Development Board’s basic financial
statements, and have issued our report thereon dated January 20, 2009. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards issued by
the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the State of Illinois Capital Development
Board’s internal control over financial reporting as a basis for designing our auditing procedures
for the purpose of expressing our opinions on the financial statements and not for the purpose of
expressing an opinion on the effectiveness of the State of Illinois Capital Development Board’s
internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the State of Illinois Capital Development Board’s internal control over financial
reporting.

Our consideration of the internal control over financial reporting was for the limited purpose
described in the preceding paragraph and would not necessarily identify all deficiencies in the
internal control over financial reporting that might be significant deficiencies or material
weaknesses. However, as discussed below, we identified a certain deficiency in internal control
over financial reporting that we consider to be a significant deficiency.

A control deficiency exists when the design or operation of a contro! does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
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misstatements on a timely basis. A significant deficiency is a control deficiency, or combination
of control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record,
process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the entity’s
financial statements that is more than inconsequential will not be prevented or detected by the
entity’s internal control. We consider the deficiency described in the accompanying schedule of
findings to be a significant deficiency in internal control over financial reporting (08-1).

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements will
not be prevented or detected by the entity’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in the internal control that might be significant deficiencies and, accordingly, would not
necessarily disclose all significant deficiencies that are also considered to be material
weaknesses. However, we believe that the significant deficiency described is a not a material
weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the State of Illinois Capital
Development Board’s financial statements are free of material misstatement, we performed tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed an instance of noncompliance or other matter that is required to
be reported under Government Auditing Standards and which is described in the accompanying
schedule of findings as item 08-1.

The State of 1llinois Capital Development Board’s response to the finding identified in our audit
is described in the accompanying schedule of findings. We did not audit the State of Illinois
Capital Development Board’s response and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of the Auditor General, the General
Assembly, the Legislative Audit Commission, the Govemor, Agency management, and board

members and audit committee members of the State of Illinois Capital Development Board and
is not intended to be and should not be used by anyone other than these specified parties.

¢ C @,\% 9 Co. LLP

Chicago, Illinois
January 20, 2009
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
SCHEDULE OF FINDINGS
FOR THE TWO YEARS ENDED JUNE 30, 2008

CURRENT FINDINGS - GOVERNMENT AUDITING STANDARDS
Finding No. 08-1 - Inadequate Internal Control for Uninsured and Uncollateralized Deposits

The Capital Development Board (CDB) did not maintain adequate controls over the
collateralization of locally held construction retention trust accounts.

As of June 30, 2008, bank balances held in local funds as retainage on open construction projects
for 33 accounts with 27 banks totaled $5.820 million. Of this total, $1.922 million excceded
Federal Deposit Insurance Corporation (FDIC) coverage and was not adequately collateralized.
In FY 2008, the FDIC covered up to a maximum of $100,000 per account holder. The CDB
confirmed biannually, with the individual banks holding the deposits, the balance of the deposits
held and whether these deposits were insured or if collateral was pledged to secure these
deposits. The CDB did not obtain additional collateral for some deposit amounts exceeding the
FDIC coverage.

The CDB’s revised Retention Trust Agreement requires the bank, as trustee, to ensure that all
time deposits, open accounts, certificates of deposits, and savings accounts be covered by a
pledge of securities for the difference between the FDIC insurance and the total unsecured
amount.

The State Officers and Employees Money Disposition Act (30 ILCS 230/2¢) requires that a
bond, pledged securities, or other eligible collateral be obtained whenever funds deposited with a
bank or savings and loan association exceed the amount of federal deposit insurance coverage.
Also, the Fiscal Control and Internal Auditing Act (30 ILCS 10/3001) requires all State agencies
to establish and maintain a system, or systems, of internal fiscal and administrative controls,
which shall provide assurance that funds are safeguarded against loss.

According to CDB management, amendments in the Retention Trust Agreement adding the need
for collateralization were sent out to the banks and the contractors in June of 2007; however,
some banks responded they were unable to post the required additional collateral due to internal
guidelines or a prohibitive cost. Effective January 1, 2008, CDB only allowed new retention
trust agreements if the bank agreed to collateralize balances over the $100,000 FDIC insured
amouni.  However, no further actions were taken to address existing uninsured account
balances.

Failure to secure full collateral on retention trust accounts increases the risk that the deposits on

these accounts may not be repaid or returned to CDB in case of bank failure. (Finding Code Nos.
08-1, 07-1, 06-1 and 05-1)

11



STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
SCHEDULE OF FINDINGS
FOR THE TWO YEARS ENDED JUNE 30, 2008

CURRENT FINDINGS - GOVERNMENT AUDITING STANDARDS (CONTINUED)

Finding No. 08-1 - Inadequate Internal Control for Uninsured and Uncollateralized
Deposits (Continued)

Recommendation:

We recommend that CDB continue to monitor account balances and take appropriate action to
ensure that bank accounts are collateralized adequately.

Board Response:

We agree with the finding. CDB sent agreement amendments requiring collateralization to 71
accounts. Responses were returned by 24. Those not responding with a signed agreement cited
their inability to provide the collateralization due to intemal guidelines or a prohibitive cost.
CDB began a new policy that new retention trust agreements be allowed only if the bank
specifically responds to the collateralization requirement beginning January 1, 2008. Those
accounts already in place will remain. CDB understands that the potential for a repeat finding
will exist until the old accounts all are paid out.

12



STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
SCHEDULE OF FINDINGS
FOR THE TWO YEARS ENDED JUNE 30, 2008

CURRENT FINDINGS - STATE

Finding No. 08-2 - Failure to Publish Required Procurement Information

The Capital Development Board (CDB) did not fully comply with the Illinois Procurement
Code’s provisions for publishing procurement information in the Illinois Procurement Bulletin.

CDB is responsible for publishing its volumes of the Illinois Procurement Bulletin (the Bulletin),
which is available electronically. The Bulletin contains notices and other information required
by the Illinois Procurement Code (the Code) or by rules promulgated under the Code to be
published in the Bulletin. (30 ILCS 500/15-1, 15-10) Based on our review of procurement
information on CDB’s website, the following were noted:

Invitation for bids did not include information about the responsible State purchasing
officer, the method of source selection, and encouragement to prospective vendors to
hire qualified veterans and Illinois residents discharged from any Iilinois adult
correctional center.

Contracts let or awarded did not include information about the due date of submission
of offers, the localion where offers were submitted, the responsible State purchasing
officer, how bidders obtained a comprehensive purchase description and any disclosure
and contract forms, and encouragement to prospective vendors to hire qualified
veterans and Illinois residents discharged from any Illinois adult correctional center.

Notice of 1 of 25 (4%) emergency purchases tested amounting to $70,410 was not
posted on the Bulletin within three days after the execution of the contract.

The Illinois Procurement Code (30 ILCS 500/15-25) states that the Bulletin’s content will be as

follows:

Invitation for bids - Notice of each and every contract that is offered must be published
in the Bulletin and must include the date first offered, the date submission of offers is
due, the location to which offers are to be submitted, the purchasing State agency, the
responsible State purchasing officer, the method of source selection, information on
how to obtain a comprehensive purchase description and any disclosure and contract
forms, and encouragement to prospective vendors to hire qualified veterans, as defined
by Section 45-67 of the Code, and Illinois residents discharged from any Illinois adult
correctional center.,

Contracts let or awarded - Notice of each and every contract that is let or awarded shall
be published in the next available subsequent Bulletin and must include at least all of

13



STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
SCHEDULE OF FINDINGS
FOR THE TWO YEARS ENDED JUNE 30, 2008

CURRENT FINDINGS - STATE (CONTINUED)
Finding No. 08-2 - Failure to Publish Required Procurement Information (Continued)

the information specified in the invitation for bids, as well as certain details related to
the procurement and contract. This notice must be posted in the online electronic
Bulletin prior to execution of the contract.

* Emergency purchase disclosure - Within 3 business days after contract execution, all
emergency purchases must be published in the online electronic Bulletin, including a
written description, reasons for emergency procurement, the total cost or estimate,
responsible State officers, and the contracted entity.

According to CDB management, for invitations for bids, CDB management thought that
information posted on the Bulletin was sufficient to meet statutory requirements. For comntracts
let or awarded, CDB did not deem it necessary to include information in the Bulletin which
already had been included in the invitation for bids. Failure to post information on one of the
emergency purchases was due to oversight. Subsequent to notification by the auditors, the notice
of the emergency purchase was published in the Bulletin. Other information for invitation for
bids and contracts let or awarded such as the responsible State purchasing officer, the method of
source selection, and encouragement to prospective vendors to hire qualified veterans and
[linois residents discharged from any Illinois adult correctional center, was also included in the
Bulletin upon our notification.

Failure to comply with the Iilinois Procurement Code’s procurement information provisions
reduces accountability and transparency of government decisions and results in noncompliance
with the statutory requirements. (Finding Code No. 08-2)

Recommendation:

We recommend that CDB implement controls to ensure complete and consistent compliance
with Illinois Procurement Code requirements to publish procurement information.

Board Response:

We agree with the finding. The Office of Fiscal Management worked with the IT division and
all the requirements are now included. :
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
SCHEDULE OF FINDINGS
FOR THE TWO YEARS ENDED JUNE 34, 2008

CURRENT FINDINGS - STATE (CONTINUED)
Finding No. 08-3 - Performance Evaluation Not Completed

The Capital Development Board (CDB) did not timely complete employee performance
evaluations.

During our review of 40 employee personnel files, we noted seven (18%) performance
evaluations were not current or timely, as follows:

»  Three of 40 (8%) employees tested did not have an employee evaluation for FY 2007 or
2008. The last evaluation for these employees was completed in September 2003.

»  Two of 40 (5%) personnel files tested did not include a performance evaluation dated
within the previous twelve months.

= One of 40 (3%) employees tested did not have an employee evaluation at the end of the
probationary period nor within the previous twelve months.

= The FY 2008 performance evaluation for one of 40 (3%) employees tested was not timely
submitied. The performance evaluation for this employee was submitted six months after
the anniversary date.

CDB Personnel Policies and Procedures Manual IX.B.2 requires performance evaluations to be
completed on an annual basis in order to evaluate the employee’s performance within the last
year and to set performance objectives for the upcoming year. It also states that new non-code
employees serving a probationary period of six months or more will receive an appraisal at the
end of the probationary period. Per CDB Personnel Policies and Procedures Manual .A.3, non-
code employees are employees who are exempt from all jurisdictions of the Personnel Code
administered by the Department of Central Management Services and collective bargaining
agreements. In addition, it is prudent business practice to complete performance evaluations on a
regular and timely basis.

CDB Management stated these exceptions occurred because supervisors did not perform the
performance evaluations on a regular basis, and there were no established procedures to monitor
compliance until FY 2008,

Employee performance evaluations are a systematic and uniform approach used for the
development of employees and communication of performance expectations to employees.
Without timely completion of an employee performance evaluation, the employee would not be
provided with formal feedback or assessment of his or her performance, and areas for
improvements and current year’s performance goals and objectives may not be identified and
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
SCHEDULE OF FINDINGS
FOR THE TWO YEARS ENDED JUNE 30, 2008

CURRENT FINDINGS - STATE (CONTINUED)

Finding No. 08-3 - Performance Evaluation Not Completed (Continued)

communicated in a timely manner. Further, employee performance evaluations should serve as a
foundation for salary adjustments, promotions, demotions, discharges, layoff, recall, or
reinstatement decisions. (Finding Code Nos. 08-3 and 06-6)

Recommendation:

We recommend that CDB complete performance evaluations for all employees annually and
maintain the evaluations in each employee’s personnel file. Management should continue to
enforce monitoring procedures to ensure that performance appraisals are completed timely.
Further, CDB should follow-up with supervisors to ensure compliance with these procedures.
Board Response:

We agree with the finding. A process has been implemented whereby supervisors are

continuously reminded about pending or overdue evaluations. Upper management receives
updates on those and takes appropriate action.
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
SCHEDULE OF FINDINGS
FOR THE TWO YEARS ENDED JUNE 30, 2008

CURRENT FINDINGS - STATE (CONTINUED)
Finding No. 08-4 - Inadequate Controls Over Personnel and Payroll Records

The Capital Development Board (CDB) did not have adequate controls over its personnel and
payroll records.

CDB uses Personnel Action Forms (PAFs) to record all personnel actions, most of which affect
an employee’s status or pay. In addition, the Personmel Department of CDB uses the
computerized payroll processing system at the Department of Central Management Services, which
maintains a “negative” timekeeping system whereby an employee is assumed to be working
unless otherwise reported. To comply with the State Officials and Employees Ethics Act (the
Act) CDB employees submit bi-monthly timesheets to the Ethics Officer. The Act (5 ILCS
430/5-5(c)) requires State employees to periedically submit time sheets documenting the time
spent each day on official State business to the nearest quarter hour.

During our review of employee personnel files and timekeeping records, we noted the following:

» PAT's for 2 of 40 (5%) employee files tested were not on file. These two employees were
hired during FY2008.

» PAFs for FY 2008 salary increases for 2 of 40 (5%) employees tested were not signed.
The Personnel Department subsequently obtained signatures of these two employces
upon notification by the auditors.

= PAFs for FY 2007 anniversary and cost of living allowance increases for 40 of 40
(100%) employees were not signed or approval was not evident on the forms.

» FY 2008 salary deduction authorization forms for union dues ranging from $14.92 to
$15.70 for 10 out of 40 (25%) employees tested were not on file.

* CDB did not perform a reconciliation of its record of employee hours submitted to the
Ethics Officer and leave balances maintained by the Personnel Department. Five of 40
(13%) employees tested had discrepancies between the Ethics Officer records and
Personnel Department records ranging from 1 hour to 75 hours. One of the five
employees with timekeeping discrepancies reported a ten-day vacation leave in the
timesheet submitted to the Ethics Officer; however, the leave of absence was not
reflected on his official leave balances reported in personnel records.

According to CDB Personnel Policies and Procedures Manual [TL.A.5 and IV-A-13, the PAF is
used anytime an employee is appointed, transferred, promoted, given a change in salary rate, or
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
SCHEDULE OF FINDINGS
FOR THE TWO YEARS ENDED JUNE 30, 2008

CURRENT FINDINGS - STATE (CONTINUED)
Finding No. 08-4 - Inadequate Controls Over Personnel and Payroll Records (Continued)

separated from employment. Furthermore, it provides a record of changes in name or address,
leaves of absence, or other actions.

The State Records Act (5 ILCS 160/8) requires the head of each agency ensure records are -
prepared and maintained which contain documentation of the agency’s decisions and essential
transactions. Good internal controls would require that transactions involving salary changes
should be properly documented and approved prior to implementation. In addition, it is prudent
business practice to perform a reconciliation of the employee hours and leave balances to
determine that leave use was appropriately deducted from the employees’ leave balances and to
ensure employees are not compensated for unearned time.

Section 23.10.10 of the Statewide Accounting Management System Procedures Manual (SAMS
Manual) states that deductions from gross pay reflected on the payroll voucher tape must be
supported by a deduction authorization maintained by the employing agency. The State Salary
& Annuity Withholding Act {5 ILCS 365/5) states that a deduction authorization form which is
distributed by the employing agency authorizes the Comptroller to withhold monies from an
employee’s gross pay for a specific purpose authorized by the employee.

According to CDB management, missing and incomplete PAYs and deduction authorization
forms were due to oversight. CDB did not deem it necessary to reconcile the timekeeping and
leave records maintained by the Ethics Officer and Personnel Department.

If the personnel files are incomplete, it will be difficult to obtain accurate information about a
particular employee at any given time. Unsigned or unapproved documentation of salary rates
may result in unauthorized and inaccurate payroll computations. Absence of salary deduction
authorization forms may also result in disputes over salary calculations. Failure to maintain
accurate attendance records and rcconcile time records to leave balances increases the risk that
CDB could pay for services not rendered by its employees. (Finding Code No. 08-4)

Recommendation:

We recommend that CDB strengthen its controls over personnel and payroll records. Specifically,
we recommend that CDB conduct periodic reviews of personnel files to ensure that all required
documents are present and proper forms are signed. In addition, routine comparison of employee
hours and leave balances should be performed and identified discrepancies should be timely
researched and resolved.
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
SCHEDULE OF FINDINGS
FOR THE TWO YEARS ENDED JUNE 30, 2008

CURRENT FINDINGS - STATE (CONTINUED)

Finding No. 08-4 - Inadequate Controls Over Personnel and Payroll Records (Continued)
Board Response:

We agree with the finding. A change in staff caused most of the problems. Some have been
resolved with training, including attaining required signatures and proper union forms. CDB

agrees to randomly sample ethics timesheets and compare those to central timekeeping to help
reduce the risk of incorrect timekeeping.
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
SCHEDULE OF FINDINGS
FOR THE TWO YEARS ENDED JUNE 30, 2008

CURRENT FINDINGS - STATE (CONTINUED)
Finding No. 08-5 - Art-in-Architecture Program Noncompliance

The Capital Development Board (CDB) did not comply with all the requirements set forth by the
Art-in-Architecture Program.

The purpose of the Art-in-Architecture Program is to promote and preserve the visual arts in
Illinois by securing artwork for placement in, or around, public buildings constructed with State
funds. The Capital Development Board Act (Act) mandates that through the Art-in-Architecture
Program, CDB spends one-half of one percent of the construction appropriation for State-funded
building or renovation projects on the purchase of artwork for these projects. The Act applies to
all State-financed buildings that are accessible to the general public. (20 ILCS 3105/14)

*  We tested six of eleven (55%) Art-in-Architecture projects completed for FY 2007 and
2008. Five of six (83%) projects tested did not have proof of installment insurance for
artists used in the projects, nor documentation that insurance was not needed for the
project in their project’s file.

» Of the six projects reviewed, three (50%) did not have minutes from the meetings of the
Fine Arts Review Committee (FARC).

= As of June 30, 2008, the Public Arts Advisory Committee (PAAC) had three members
instead of twelve as required by statute. In addition, the Committee Chairman position
had been vacant for 8 years.

According to the Art-in-Architecture Program Procedures Manual (Appendix A), CDB shall
consider the need for each artist to have installment insurance. Either proof of installment
insurance or documentation that insurance is not needed for the project should be maintained in
the project’s file.

The Open Meeting Act states “All public bodies shall keep written minutes of all their open
meetings and a verbatim record of all their closed meetings in the form of an audio or video
recording.” (5 ILCS 120/2.02) The FARC meetings are needed to review information regarding
Art-in-Architecture projects, make decisions, and insure the projects are proceeding as planned.

According to the Act, “The Public Arts Advisory Committee shall consist of 12 members....
There shall also be a Chairman who shall be chosen from the committee members by the
majority vote of that Committee.” PAAC members are to be appointed by the Governor and the
General Assembly. (20 ILCS 3105/14(e))

CDB had not consistently applied the requirements of the Art-in-Architecture Program to locally
governed and state owned school constructions projects in the prior examination, however we
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
SCHEDULE OF FINDINGS
FOR THE TWO YEARS ENDED JUNE 30, 2008

CURRENT FINDINGS - STATE (CONTINUED)

Finding No. 08-5 - Art-in-Architecture Program Noncompliance (Continued)

noted no school construction projects during the current examination and no funding was
expected for new projects in the near future.

CDB management attributed these exceptions to failure to include these requirements as part of
the policies for administering this program by management and by FARC. Management stated
that staff were reminded to document whether installment insurance was needed, as well as to
take meeting minutes and file them in the appropriate files. Management also stated the PAAC
vacancies were due to lack of action by the Governor and General Assembly to appoint the
required members. Further, CDB management stated they have reminded the Governor’s office,
the House, and the Senate of the vacancies, but stated they have no control over the appointments
themselves.

CDB exposes itself to unnecessary risk if it allows artists to participate in the program uninsured.
Documentation of important issues and key decisions will not be available for future reference if
minutes of commitiee meetings are not documented or retained. Vacancies on the PAAC limits
the input provided to CDB and the FARC on the technical and aesthetic perceptions used in
projects. (Finding Code Nos. 08-5 and 06-7)

Recommendation:

We recommend that CDB develop policies and implement controls to ascertain that all Art-in-
Architecture project requirements are met. Specifically, the instaliment insurance form or
documentation that no insurance is needed should be filed with the major contract. In addition,
the FARC should take minutes at each of their meetings and file the minutes with the other
documents regarding each project. Further, CDB should continue communication with the
Governor and General Assembly to request the vacant positions be filled for the Public Arts
Advisory Committee. A chairman should then be appointed as required.

Board Response:

We agree with the finding. The appropriate staff will be reminded of the procedure to document
the need or not for installation insurance. The staff will also be reminded of the procedure to file
meeting minutes in the appropriate file. '

The appointment of members to the PAAC is under the control of the Governor’s Office, the
House and the Senate. CDB has reminded and will continue to remind those bodies of the
vacancies but has no control over the appointments themselves. Once a full Committee is filled
the Board will work with them to appoint a Chairman.
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
SCHEDULE OF PRIOR FINDINGS NOT REPEATED
FOR THE TWO YEARS ENDED JUNE 30, 2008

A. Inadequate Review of Retainage Payables and Related Contractor Accounts Payable
Balances

In the FY 2007 financial audit, the Capital Development Board (CDB) did not initially
review the retainage payables and related contractor accounts payable balances for accuracy
and proper financial reporting. We noted accounts payable overstatements of $211,544 in
our sample. A subsequent CDB review of each retainage account balance identified a total of
$1.475 million reduction of liabilities. (Finding Code No. 07-2)

During the current examination, we noted that CDB performed a review of retainage
payables and related contractor accounts payable balances at year-end to ensure that
liabilities existed and represented only valid amounts due to contractors. Based on our
testing of 40 construction expenditure vouchers, we did not note any misstatements of
retainage payables or contractor accounts payable balances. In addition, a warning was
placed in the obligation system to identify special circumstances affecting the contract
retainage balances.

B. Architect/Engineer Certification

In the prior examination, CDB failed to obtain certification from Architect/Engineer (A/E)
firms that expenses were in accordance with the provisions of the Appropriation Act and the
terms of the Intergovernmental Agreement. (Finding Code No. 06-2)

Effective October 1, 2006, CDB required A/E firms to complete a Construction Verification
Form for Project Architect to certify that all expenditures submitted for reimbursement under
the school construction grant program were made in accordance with the provisions of the
Appropriation Act, project specifications and the terms of the intergovernmental agreement.
The form also required A/E firms to verify the milestone of the construction to be eligible to
receive a grant payment.

Daaring the current examination, all payment requests we tested for projects under the school
construction program were supported by a Construction Verification Form for Project
Architect.

C. Post Constraction Visits

In the prior examination, CDB did not conduct post-construction site visits for three (3) of six
(50%) completed school construction projects tested. (Finding Code No. 06-3)
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
SCHEDULE OF PRIOR FINDINGS NOT REPEATED
FOR THE TWO YEARS ENDED JUNE 30, 2008

During the current examination, we noted that all post construction visits were completed by
the end of FY 2008. See Finding Code No. IM08-2.

. Lack of Control Over Changes to Computer System

In the prior examination, CDB did not follow the Office of Information Systems (OIS)
change control procedures for the School Construction program database. The School
Construction system previously resided outside the control of the OIS, thus changes to the
database did not follow the OIS control change control procedures. (Finding Code No. 06-4)
This issue was resolved with the migration of the School Construction Grant system from the

Approach system to the OIS controlled AS400 environment which was completed in March
2007. No other systems exist outside the control of the OIS.

. Agency Publications

In the prior examination, CDB did not include information required by the Illinois
Procurement Code on publications printed for the Board. (Finding Code No. 06-5)

During the current examination, our testing disclosed that no publications were printed for
FY 2007 and 2008.
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
FINANCTAL STATEMENT REPORT

SUMMARY

The audit of the accompanying basic financial statements of the Capital Development Board was
performed by E. C. Ortiz & Co., LLP.

Based on their audit, the auditors expressed an unqualified opinion on the Capital Development
Board’s basic financial statements.

SUMMARY OF FINDING

The auditors identified a matter involving the Agency’s internal control over financial reporting
that they consider to be a significant deficiency. The significant deficiency is described in the
accompanying Schedule of Findings on pages 11 through 12 of this report, as finding 08-1,
Inadequate Internal Control for Uninsured and Uncollateralized Deposits.

EXIT CONFERENCE

The finding and recommendation appearing in this report was discussed with Agency personnel
at an exit conference on December 17, 2008 held at 300 William G. Stratton Building, 401 South
Spring Street, Springfield, Illinois 62706. Representing the Office of the Auditor General were
Lisa Warden and Joe Gudgel. Representing the Capital Development Board were James Riemer,
Gus Behnke, and Daryl Harris. Representing E.C. Ortiz & Co., LLP were Leilani N. Rodrigo and
Vivian J. Sigue. Response to the recommendation was provided by Gus Behnke in a letter dated
January 5, 2009.
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E.C.ORTIZ & CO, LLP

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT

Honorabie William G. Holland
Auditor General
State of [llinois

and

Board Members
Capital Development Board

As Special Assistant Auditors for the Auditor General, we have audited the accompanying
financial statements of the governmental activities, the major fund, and the aggregate remaining
fund information of the State of Illinois Capital Development Board, as of and for the year ended
June 30, 2008, which collectively comprise the State of Illinois Capital Development Board’s
basic financial statements as listed in the table of contents. These financial statements are the
responsibility of the State of Illinois Capital Development Board’s management. QOur
responsibility 1s to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perforim the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinions.

As discussed in Note 2, the financial statements of the State of lllinois Capital Development
Board are intended to present the financial position and changes in financial position of only that
portion of the governmental activities, the major fund, and the aggregate remaining fund
information of the State that is attributable to the transactions of the State of Illinois Capital
Development Board. They do not purport to, and do not, present fairly the financial position of
the State of Illinois as of June 30, 2008, and its changes in financial position for the year then
ended in conformity with accounting principles generally accepted in the United States of
America.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the major fund, and the aggregate
remaining fund information of the State of Illinois Capital Development Board, as of June 30,
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2008, and the respective changes in financial position thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated
January 20, 2009 on our consideration of the State of Illinois Capital Development Board’s
internal control over financial reporting and on our tests of its compliance with certain provisions
of laws, regulations, contracts, grant agreements, and other matters. The purpose of that report is
to describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our
audit.

The State of Illinois Capital Development Board has not presented a management’s discussion
and analysis and budgetary comparison information for the General Revenue Fund that
accounting principles generally accepted in the United States of America have determined is
necessary to supplement, although not required to be part of, the basic financiat statements.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the State of Illinois Capital Development Board’s basic financial
statements. The combining and individual nonmajor fund financial statements are presented for
purposes of additional analysis and are not a required part of the basic financial statements. The
combining and individual nonmajor fund financial statements have been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, are fairly
stated in all material respects in relation to the basic financial statements taken as a whole,

This report is intended solely for the information and use of the Auditor General, the General
Assembly, the Legislative Audit Commission, the Govemor, the Comptroller, agency
management, and Board members and audit committee members of the Capital Development
Board, and is not intended to be and should not be used by anyone other than these specified
parties.

£. C. &\ﬁ:b} G, LLP

Chicago, lllinois
January 20, 2009
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STATE OF ILLINOIS

CAPITAL DEVELOPMENT BOARD
STATEMENT OF NET ASSETS
JUNE 30, 2008

(Expressed in Thousands)

ASSETS

Unexpended appropriations

Cash equity with State Treasurer
Cash and cash equivalents
Intergovernmental receivables

Due from other State funds

Other receivables

Capital assets not being depreciated
Capital assets being depreciated, net

TOTAL ASSETS

LIABILITIES

Accounts payable and accrued expenses
Due to other State funds

Deferred revenues

Compensated absences, short-term
Compensated absences, long-term

TOTAL LIABILITIES

NET ASSETS

Invested in capital assets, net of related debt
Unrestricted

TOTAL NET ASSETS

Governmental
Activities

$ 20,927

14,060
5,820
432
2,292
1,354
30,023
189

75,097

29,408
147
9,907
104
943

40,509

30,212
4,376

$ 34,588

The accompanying notes to financial statements are an integral part of this statement.
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STATE OF ILLINOIS

CAPITAL DEVELOPMENT BOARD
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2008
(Expressed in Thousands)

FUNCTIONS/PROGRAMS

GOVERNMENTAL ACTIVITIES
Education
General government

Total governmental activities

GENERAL REVENUES
Other revenucs
Appropriations from State resources
Reappropriation to future year(s}
Lapsed appropriations
Net change in liabilities for reappropriated accounts
Gain on exchange of capital assets

TRANSFERS
Receipts collected and transmitted {o State Treasury
Capital transfers to other State agencies
Operaling transfers to other State agencies

Total general revenues and transfers

CHANGE IN NET ASSETS
NET ASSETS, JULY 1,2007

NET ASSETS, JUNE 30, 2008

Expenses

Program Revenues Net (Expense)

Revenue and
Changes in
Net Assets

Charges Capital
for Grants and
Services Contributions

$

98,592
25,917

$

10,720 § 19,038 § (68,834)

{25,917)

124,509

10,720 19,038 {94,751)

1
1,296,496

(1,106,997)

(581)

(13,706)
22

(4,526)
(108,559)
(791)

61,359

(33,392}

67,980

b 34,588

The accompanying notes to financial statements are an integral part of this statement,
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STATE OF ILLINOIS

CAPITAL DEVELOPMENT BOARD
GOVERNMENTAL FUNDS
BALANCE SHEET

JUNE 30, 2008

(Expressed in Thousands)

ASSETS

Unexpended appropriations
Cash equity with State Treasurer
Cash and cash equivalents
Intergovernmental receivables
Due from other State funds
Other receivables

TOTAL ASSETS

LIABILITIES AND FUND BALANCES

LIABILITIES

Accounts payable and accrued expenses
Due to other State funds
Deferred revenues

Total liabilities

FUND BALANCES
Reserved for encumbrances

Unreserved, designated for reappropriated accounts

Unreserved, unrestricted:
Special revenue funds
Capital project funds

Total fund balances

TOTAL LIABILITIES AND FUND BALANCES

The accomparying notes to financial statements are an integral part of this statement.
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General Total
Revenue Nonmajor Governmental
Fund Funds Funds

$ - 35 20927 § 20,927
- 14,060 14,060

- 5,820 5,820

- 432 432

- 2,292 2,292

- 1,354 1,354

- 44,885 44,885

- 29,408 29,408

- 147 147

- 9,907 9,907

- 39,462 39,462

- 138 138

- 2,453 2,453

- 2,623 2,623

- 209 209

- 5,423 5,423

$ - 3 44,885 § 44,885




STATE OF ILLINOIS

CAPITAL DEVELOPMENT BOARD

GOVERNMENTAL FUNDS

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS

JUNE 30, 2008

(Expressed in Thousands)

Total fund balances - governmental funds $ 5,423

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

Capital assets used in governmental activities are not
financial resources and therefore, are not reported in the funds. 30,212

Some liabilities reported in the Statement of Activities do not

require the use of current financial resources and therefore,

are not reported as liabilities in governmental funds. These

activities consist of compensated absences. (1,047)

Net assets of governmental activitics 5 34,588

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

30



STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
GOVERNMENTAL FUNDS

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

FOR THE YEAR ENDED JUNE 30, 2008
(Expressed in Thousands)

REVENUES
Federal capital grants
Licenses and fees
Other charges for services
Miscellaneous

Total revenues

EXPENDITURES
Education
General government
Capital cutlays

Total expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER SOURCES (USES)
Appropriations from State resources
Reappropriations to future year(s)
Lapsed appropriations
Receipts collected and ransmitted to State Treasury
Net change in liabilities for reappropriated accounts
Operating transfers in
Operating transfers out

Total other sources (uses)

DEFICIENCY OF REVENUES OVER
EXPENDITURES AND OTHER SQURCES (USES)

FUND BALANCES, JULY 1, 2607

FUND BALANCES, JUNE 30, 2008

General Total
Revenue Nonmajor Governmental
Fund Funds Funds
- 5 19,038 § 19,038
- 3,641 3,641
- 7,079 7,079
1 - 1
1 29,758 29,759
- 98,592 98,592
- 25,792 25,7192
- 77,086 77,0860
- 201,470 201,470
1 (171,712) (171,711)
- 1,296,496 1,296,496
- (1,106,997) (1,106,997)
- {581) {581)
4] (4,525) (4,526)
- (13,706) (13,7006)
; 4,383 4,383
- (3,174) {5,174)
(1) 169,894 169,895
- (1,816) {1,818)
- 7.239 7,239
- 8 5423 § 5,423

The accompanying notes to financial statements are an integral part of this staiement.
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STATE OF ILLINOIS

CAPITAL DEVELOPMENT BOARD

GOVERNMENTAL FUNDS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2008

(Expressed in Thousands)

Net change in fund balances $ (1,816)

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

Governmental funds report capital outlays as expenditures. However,
in the Statement of Activities the cost of those assets is allocated over
their estimated useful lives and reported as depreciation expense.

Capital outlay 77,086
Depreciation expense 27N
Gain on exchange of capital assets 22 77,081

Some capital assets were transferred out to the other State agencies
and, therefore, were removed from fund balance without any
corresponding proceeds. (108,559)

Some expenses reported in the Statement of Activities do not require
the use of current financial resources and therefore are not reported
as expenditures in governmental funds. These activities consist of
compensated absences.
Increase in compensated absences (98)

Change in net assets of governmental activities § (33,392)

The accompanying notes to financial siatements are an integral part of this statement.
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
NOTES TO FINANCIAL STATEMENTS
JUNE 34, 2008

NOTE 1 - ORGANIZATION

The Capital Development Board (CDB) is a part of the executive branch of government of the
State of [llinois (State) and operates under the authority of and review by the Illinois General
Assembly. The CDB operates under a budget approved by the General Assembly in which
resources primarily from the Capital Development Fund and the School Construction Fund are
appropriated for the use of the CDB. Activities of the CDB are subject to the authority of the
Office of the Governor, the State’s chief executive officer, and other departments of the
executive and legislative branches of government (such as the Department of Central
Management Services, the Governor’s Office of Management and Budget, the State Treasurer’s
Office, and the State Comptrolier’s Office) as defined by the Illinois General Assembly. All
funds appropriated to the CDB and all other cash received are under the custody and control of
the State Treasurer. The CDB’s principal statutory functions and responsibilities are:

" To build or otherwise provide capital facilities and improvements for which money has been
appropriated by the General Assembly.

= To conduct continuous studies into the costs of building or otherwise providing capital
facilities.

*  To conduct research for improvements in choice of materials and systems and in construction
methods for reducing construction costs and operating and maintenance costs of capital
facilities.

= To review and recommend periodic revisions in established building and construction codes,
to promote public safety, energy efficiency and economy, including the use of solar energy,
and reduce construction costs and operating and maintenance costs of capital facilities.

* To advise State agencies and units of local government, on request, on any matter related to
the purpose of CDB and to assist State agencies in the preparation of their annual long-range
capital expenditure pians.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

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

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

(2) Fiscal dependency on the primary government.

Based upon the required criteria, the CDB has no component units and is not a component
unit of any other entity. However, because the CDB is not legally separate from the State of
{llinois, the financial statements of the CDB are included in the financial statements of the
State of Illinois. The State of Illinois’ Comprehensive Annual Financial Report may be
obtained by writing to the State Comptroller’s Office, Financial Reporting Department, 325
West Adams Street, Springfield, [llinois 62704-1871.

B. Basis of Presentation

The financial statements of the State of Iilinois, Capital Development Board, are intended to
present the financial position and the changes in financial position of only that portion of the
governmental activities, each major fund of the State of [llinois, and the aggregate remaining
fund information of the State of lllinois that is attributable to the transactions of the CDB.
They do not purport to, and de not, present fairly the financial position of the State of Illinois
as of June 30, 2008, and the changes in financial position for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

The financial activities of the CDB, which consisi only of governmental activities, are
reported under the general government and education functions in the State of Illinois’
Comprehensive Annual Financial Report. A brief description of the Department’s
government-wide and fund financial statements is as follows:

Government-Wide Statements
The government-wide Statement of Net Assets and Statement of Activities report the overall

financial activity of the CDB. Eliminations have been made to minimize the double-counting
of internal activities of the CDB.
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The Statement of Net Assets presents the assets and liabilities of the CDB’s governmental
activities with the difference being reported as net assets. The assets and liabilities are
presented in order of their relative liquidity by class of asset or liability with liabilities whose
average maturities are greater than one year reported in two components - the amount due
within one year and the amount due in more than one year.

The Statement of Activities presents a comparison between direct expenses and program
revenues for the general government and education functions of the CDB’s governmental
activities. Direct expenses are those that are clearly identifiable with a specific function.
Program revenues include (a) charges paid by the recipients of goods or services offered by
the programs and (b) grants and contributions that are restricted to meeting the operational or
capital requirements of a particular program. Revenues that are not classified as program
revenues, including all taxes, are presented as general revenues.

Fund Financial Statements

The fund financial statements provide information about the CDB’s funds. The emphasis of
fund financial statements is on major governmental fund, each displayed in a separate
column. All remaining governmental funds are aggregated and reported as nonmajor funds.

The CDB administers the following major governmental fund (or portion thereof in the case
of shared funds - see Note 2(D)) of the State:

General Fund - This is the State’s primary operating fund. It accounts for all financial
resources of the general government, except those required to be accounted for in another
fund. The services which are administered by the CDB and accounted for in the general
fund include, among others, general government and education.

The General Fund, as presented in this Agency’s financial statements, is the portion of
the State of Illinois General Revenue Fund financial resources obtained and used by the
Agency and is included only to present the financial position and operations of the
Agency in its entirety.

Nonmajor funds consist of Special Revenue, Capital Projects, and Debt Service Funds.

Special Revenue Funds - Transactions to account for the proceeds of specific revenue
sources that are legally restricted to expenditures for specified purposes pursuant to
the Capital Development Board Revolving Fund Act, the Asbestos Abatement Act,
the School Infrastructure Fund Act, and the Tobacco Settlement Recovery Fund are
accounted for in the special revenue fund. All the special revenue funds in the report
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are held in the State treasury and all are appropriated. The special revenue fund type
inchudes the following funds:

CDB Revolving Fund (215) is a non-shared fund that accounts for a three (3)
percent contract administration fee assessed on most CDRB contracts in order to
fund the internal operations of the CDB.

Asbestos Abatement Fund (224) is a shared fund that accounts for recoveries from
lawsuits filed by the Attorney General for the State and CDB to use for statewide
asbestos survey programs.,

School Infrastructure Fund (568) is a shared fund that is funded through the
General Revenue Fund for the purpose of paying and discharging annually the
principal and interest on bonded indebtedness for the construction of school
improvements under the School Construction Law. Annual surplus in the fund is
to be used for scheduled payments to the School Technology Revolving Fund,
costs incurred by the State Board of Education and CDB to administer the
programs under the School Construction Law, and to pay for grants due under the
School Construction Law,

Tobacco Settlement Recovery Fund (733) is a shared fund that is governed by an
amendment to the State Finance Act and is appropriated to CDB for capital or
other projects relating to health care issues.

Capital Projects Funds - Transactions related to resources obtained and used for the
acquisition or construction of major capital facilities, including those provided to
political subdivisions and other public organizations, are accounted for in capital
projects funds. Such resources are derived principally from proceeds of general
obligation bond issues, federal grants, public school district contributions, and
operating transfers from general funds of the State. All the capital projects funds in
the report are held m the State Treasury with the exception of retention trust balances
which are held in local bank accounts as retainage due to contractors. Capital
expenditures from the capital projects funds, except Fund 617 CDB Contributory
Trust Fund which is nonappropriated, are appropriated for projects extending beyond
the current budget year. The capital projects fund type includes the following funds:

Capital Development Fund (141) is a shared fund that receives general obligation
bond proceeds in order to build capital facilities for the State.

School Construction Fund (143) is a shared fund that receives general obligation
bond proceeds in order to build elementary and secondary schools in the State.
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CDB Contributory Trust Fund (617) is a non-shared fund that receives
reimbursements from other State agencies for projects financed under various
federal programs, public school district contributions, insurance proceeds, and
settlements in order to build capital facilities in the State.

Build INinois Bond Fund (971) is a shared fund that receives Build Iliinois Bond
proceeds in order to build capital facilities for State universities and local units of
government in the State.

Debt Service Funds - These funds account for governmental resources obtained and
accumulated to pay interest and principal on general long-term debt {other than
capital leases, workers’ compensation, and unfunded retirement costs),

General Obligation Bond Retirement and Interest Fund (Fund 101) is used to
account for payments of principal and interest related to general obligation bonds.
These bonds provide financing for the acquisition, construction, reconstruction,
and improvement of capital projects and the construction of facilities leased back
to the State.

C. Measurement Focus and Basis of Accounting

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned
and expenses are recorded at the time liabilities are incurred, regardless of when the related
cash flow takes place. Nonexchange transactions in which the CDB gives (receives) value
without receiving (or giving) equal value in exchange include intergovernmental grants.
Revenue from grants, entitlements, and similar items are recognized in the fiscal year in
which all eligibility requirements imposed by the provider have been met.

Governmental funds are reported using the current financial resources measurement focus
and the modified accrual basis of accounting. Revenues are recognized as soon as they are
boih measurable and available. Revenues are considered to be available when they are
collectible within the current peried or soon enough thereafter to pay liabilities of the current
period. For this purpose, the State considers revenues to be available if they are collected
within 60 days of the end of the current fiscal year. Expenditures generally are recorded
when the liability is incurred, as under accrual accounting. However, (1) principal and
interest on formal debt issues, such as bonds and capital leases, are recorded only when
payment is due and (2) compensated absences and claims and judgments are recorded when
they are expected to be liquidated with expendable available financial resources. Capital
asset acquisitions are reported as expenditures in governmental funds. Proceeds of general
long-term debt and acquisitions under capital leases are reported as other financing sources.
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Significant revenue sources which are susceptible to accrual include fees, charges for
services, and intergovernmental grants. All other revenue sources are considered to be
measurable and available when cash is received.

Private-sector standards of accounting and financial reporting issued prior to December 1,
1989, generally are followed in the government-wide financial statements to the extent that
those standards do not conflict with or contradict guidance of the Governmental Accounting
Standards Board.

. Shared Fund Presentation

The financial statement presentation for the General Revenue Fund, Capital Development
Fund, School Construction Fund, Asbestos Abatement Fund, School Infrastructure Fund,
Tobacco Settlement Recovery Fund, and Build Iilinois Bond Fund represents only the
portion of certain shared funds that can be directly attributed to the operations of the CDB.
Financial statements for total fund operations of the shared State funds are presented in the
State of Illinois’ Comprehensive Annual Financial Report,

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

Unexpended Appropriations

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

This “other financing source” account represents the final legally adopted appropriation
according o SAMS records. The amounis reported are net of any reappropriations o
subsequent years and the difference between current and prior year liabilities for
reappropriated accounts.

Reappropriation to Future Year(s)

This contra revenue account reduces current year appropriations by the amount of the

reappropriation to reflect the State’s realignment of the budgetary needs to the subsequent
year and avoid double counting of a portion of the appropriation in more than one fiscal year.
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Lapsed Appropriations

Lapsed appropriations are the legally adopted appropriations less net warrants issued for the
14 month period from July to August of the following year and reappropriations to
subsequent years according to SAMS records.

Receipts Collected and Transmitted to State Treasury

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

Net Change in Liabilities for Reappropriated Accounts

This account reflects the amount which should be added to or subtracted from the current
year appropriation for shared funds to reflect the increase or decrease from prior vear to
current year for amounts included in obligations for reappropriated accounts which are
liabilities at June 30 of the prior year and June 30 of the current year.

. Eliminations

Eliminations have been made in the government-wide Statement of Net Assets to minimize
the “grossing-up” effect on assets and liabilities within the governmental activities column of
the Department. As a result, any amounts reported in the governmental funds balance sheet
as Interdepartmental interfund receivables and payables have been eliminated in the
government-wide Statement of Net Assets.

. Cash Equity With State Treasurer

Cash equity with State Treasurer consists of deposits held in the State Treasury.

. Cash and Cash Equivalents

Cash equivalents are defined as short-term, highly liquid investments readily convertible to
cash with maturities of less than 90 days at the time of purchase. Cash and cash equivalents
constst principally of cash held in local bank accounts as retainage due to contractors.

. Interfund Transactions and Transactions with State of Hlinois Component Units

The CDB has the following types of interfund transactions between CDB funds and funds of
other State agencies:
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Services provided and used - sales and purchases of goods and services between funds for a
price approximating their external exchange value. Interfund services provided and used are
reported as revenues in seller funds and expenditures or expenses in purchaser funds. Unpaid
amounts are reported as interfund receivables and payables in the govermmental funds
Balance Sheet or the government-wide Statements of Net Assets.

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

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

The Agency also has activity with various component units of the State of Illinois for capital
programs appropriated by the General Assembly.

Capital Assets

Capital assets, which include construction in progress and equipment, are reported at cost.
Contributed assets arc reported at estimated fair value at the time received. Capital assets are
depreciated using the straight-line method. Construction in progress is capitalized as project
costs are incurred and is transferred to the administering State agency upon substantial
compietion.

Capitalization thresholds and the estimated useful lives are as follows:

Capitalization Estimated

Capital Asset Category Threshold Useful Life
Construction in progress $ 25,000 N/A
Equipment 5,000 3-25

Compensated Absences

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

Legislation that become effective January 1, 1998 capped the paid sick leave for all State
Employees’ Retirement System members at December 31, 1997. Employees continue to
accrue twelve sick days per year, but will not receive monetary compensation for any
additional time earned after December 31, 1997. Sick days earned between 1984 and
December 31, 1997 (with a 50 percent cash value) would only be used after all days with no
cash value are depleted. Any sick days earned and unused after December 31, 1997 will be
converted to service time for purposes of calculating employee pension benefits.

. Fund Balances

In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties for
use for specific purposes. Designations of fund balances represent tentative State plans that
are subject to change.

. Net Assets

In the governmental-wide financial statements, equity is displayed in the components as
follows:

Invested in Capital Assets, Net of Related Debt - This consists of capital assets, net of
accumulated depreciation, less the outstanding balances of any bonds, mortgages, notes, or
other borrowings that are attributable to the acquisition, construction, or improvement of
those assets.

Unrestricted - This consists of net assets that do not meet the definition of “restricted” or
“invested in capital assets, net of related debt.”

. Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.
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N. Future Adoption of GASB Statement No. 49

Effective for the year ending June 30, 2009 the CDB will adopt GASB Statement No. 49,
Accounting and Financial Reporting for Pollution Remediation Obligations, which
establishes accounting and financial reporting standards for pollution remediation obligations
which are obligations to address the current or potential detrimental effects of existing
pollution by participating in pollution remediation activities such as site assessments and
clean ups. The CDB has not yet determined the impact of the Department’s financial
statements as a result of adopting this statement.

NOTE 3 - DEPOSITS AND INVESTMENTS

The State Treasurer is the custodian of the State’s deposit and investments for funds maintained
in the State Treasury. The CDB independently manages cash and cash equivalents maintained
outside the State Treasury that are held in trust agreements for the retention of a percentage of
construction contract prices.

Cash on deposit for locally held funds has a carrying amount and bank balance of $5.820 million
at June 30, 2008. Custodial credit risk is the risk that, in the event of a bank failure, the
government’s deposits may not be returned to it. Of the total bank balance, $263 thousand was
exposed to custodial credit risk as uninsured with collateral held by the pledging financial
institutions in the State’s name, $1.832 million was exposed to custodial credit risk as uninsured
with collateral held by the pledging financial institution’s trust department not in the State’s
name, and $1.922 million was exposed to custodial credit risk as uninsured and uncollateralized.

Deposits in the custody of the State Treasurer, or in transit, totaled $14.060 million at June 30,
2008. These deposits are pooled and invested with other State funds in accordance with the
Deposit of State Moneys Act of the [llinois Compiled Statutes (15 ILCS 520/11). Funds held by
the State Treasurer have not been categorized as to credit risk because the CDB does not own
individual securities. Detail on the nature of these deposits and investments are available within
the State of Illinois’ Comprehensive Annual Financial Report.

NOTE 4 - INTERFUND BALANCES AND ACTIVITY

A. Due From Other State Funds

The following balances (amounts expressed in thousands) at June 30, 2008 represents
amounts due from other CDB and State of Illinois funds:
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Due From Other
Fund State Funds Description/Purpose
Nonmajor governmental funds $ 2,292 Due from nonmajor governmental funds for

capital project grants and contracts.

B. Due to Other State Funds

The following balances (amounts expressed in thousands) at June 30, 2008 represents
amounts due to other CDB and State of THinois funds:

Due To Other
Fund State Funds Description/Purpose
Nonmajor governmental funds $ 147 Due to internal service funds of the State for

purchases of services and goods.

C. Transfers To/From Other Funds

Interfund fransfers out (amount expressed in thousands) for the year ended June 30, 2008
were as follows:

Transfer In From
Fund Other Department
Funds Description/Purpose

Nonmajor governmental funds $ 4,383 Transfers for debt service payments.

Transfer out to

Other
Other State Department
Fund Funds Funds Description/Purpose
Nomnmajor governmental funds b 791 $ 4,383 Transfers to assist State budget
shortfalls and for debt service
payments.

NOTE 5 - LOANS RECEIVABLE

Loans receivable in the General Fund are comprised of $14,968 (in thousands) receivable from
the Iilinois International Port District (Port District).

The loan agreement between the Port District and CDB requires payments to CDB based on
percentages of Port District income or gross receipts, as defined in the agreements. As to the
status of collections, the Illinois Internaticnal Port District’s gross receipts, as defined by the loan
agreement, have been insufficient to cause any payments to be made to CDB. While the loan
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agreement is not technically in default, the vltimate collectibility of the receivable is dependent
upon the achievement of sufficient gross receipts levels, as defined; accordingly, CDB has
reserved the entire remaining amount of the Illinois International Port District receivable as
uncollectible as of June 30, 2008.

Should the Port District ultimately default on this obligation, no future or present cash outlay by
CDB or the State would be required as the receivables represent previous outlays.
NOTE 6 - CAPITAL ASSETS

Capital asset activity (amounts expressed in thousands) for the year ended June 30, 2008 was as
follows:

Balance Net Balance
July 1, 2007 Additions Deletions Transfers June 30, 2008
Governmental activities:

Capital assets not being
depreciated:

Construction in progress $ 61,522 $ 77,060 $ — $ (108,559} $ 30,023
Capital assets being depreciated:

Equipment 1,069 48 199 5 923

Less accumulated depreciation 901 27 199 5 734
Capital assets being depreciated,

net 168 21 — — 189
Governmental activity

capital assets, net $ 61,690 $ 77,081 8 — $ (108,559) $ 30,212

Depreciation expense charged to governmental activities - general government totaled $27
(amount expressed in thousands) for the year.

NOTE 7 - LONG-TERM OBLIGATIONS

Changes in long-term obligations {amounts expressed in thousands) for the year ended June 30,
2008 were as follows:

Amount
Balance Balance Duc Within
July I, 2007 Additions Deletions June 30, 2008 One Ycar
Governmental activities;
Compensated absences 8 949 $ 636 5 538 ] 1,047 $ 104
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Compensated absences have been liquidated by the applicable governmental funds that account
for the salaries and wages of the related employees.

NOTE 8 - PENSION PLAN

Substantially all of the CDB’s full-time employees who are not eligible for participation in
another State-sponsored retirement plan participate in the State Employees’ Retirement System
(SERS), which is a pension trust fund in the State of Illinois reporting entity. The SERS is a
single-employer defined benefit Public Employee Retirement System (PERS) in which State
employees participate, except those covered by the State Universities, Teachers’, General
Assembly, and Judges’ Retirement Systems. The financial position and results of operations of
the SERS for fiscal year 2008 are included in the State of Illinois’ Comprehensive Annual
Financial Report (CAFR) for the year ended June 30, 2008. The SERS issues a separate CAFR
that may be obtained by writing to the SERS, 2101 South Veterans Parkway, Springfield Ilinois
62794-9255.

A summary of SERS benefit provisions, changes in benefit provisions, employee eligibility
requirements including eligibility for vesting, and the authority under which benefit provisions
are established are included as an integral part of the SERS’ CAFR. Also included is a
discussion of employer and employee obligations to contribute and the authority under which
those obligations are established.

The CDB pays employer retirement contributions based upon an actuarially determined
percentage of their payrolls. For fiscal year 2008, the employer contribution rate was 16.561%.
Effective for pay periods beginning after December 31, 1991, the State opted to pay the
employee portion retirement for most State agencies (including the CDB) with employees
covered by the State Employees’ and Teachers’ Retirement Systems. However, effective with
the fiscal year 2004 budget, the State opted to stop paying the portion or a part of the portion of
retirement for many State agencies (including the CDB) for certain classes of employees covered
by the State Employees’ and Teachers® Retirement Systems. The pickup, when applicable, is
subject to sufficient annual appropriations and those employees covered may vary across
employee groups and State agencies.

NOTE 9 - POST-EMPLOYMENT BENEFITS

The State provides health, dental, and life insurance benefits for certain retirces and their
dependents in a program administered by the Department of Healthcare and Family Services
along with the Department of Central Management Services. Substantially all State employees
become eligible for post-employment benefits if they eventually become annuitants of one of the
State sponsored pension plans. Health, dental and vision benefits include basic benefits for
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annuitants under the State’s self-insurance plan and insurance contracts currently in force.
Annuitants contribute towards these health, dental, and vision benefits based on factors such as
whether the annuitant is covered by Medicare and whether the annuitant has chosen a managed
health care plan. An annuitant’s contribution amount is reduced 5% for each year of credited
service with the State. Annuitants also receive life insurance coverage equal to the annual salary
of the last day of employment until age 60, at which time the benefit becomes $5,000. The total
cost of the State’s portion of health, dental, vision, and life insurance benefits of all members,
including post-employment health, dental, vision, and life insurance benefits, is recognized as an
cxpenditure by the State in the Illinois Comprehensive Annual Financial Report. The State
finances the costs on a pay-as-you-go basis. The total costs incurred for health, dental, vision,
and life insurance benefits are not separated by department or component unit for annuitants and
their dependents nor active employees and their dependents.

A summary of post-employment benefit provisions, changes in benefit provisions, employee
cligibility requirements including eligibility for vesting, and the authority under which benefit
provisions are established are included as an integral part of the financial statements of the
Department of Healthcare and Family Services. Also included is a discussion of employer and
employee obligations to contribute and the authority under which those obligations are
established. A copy of the financial statements of the Department of Healthcare and Family
Services may be obtained by writing to the Department of Healthcare and Family Services, 201
South Grand Ave., Springfield, Illinois, 62763-3838.

NOTE 10 - RISK MANAGEMENT

The CDB is exposed to various risks of loss related to torts; thefts of, damage to, and destruction
of assets, errors and omissions; workers compensation; and natural disasters, The State retains
the risk of loss (i.e., self-insured).

The CDB’s risk management activities for 2008 are financed through appropriations to the
Iilinois Department of Central Management Services and are accounted for in the general fund of
the State. The claims are not considered to be a liability of the CDB and, accordingly, have not
been reported in the CDB’s financial statements for the year ended June 30, 2008. There have
been no settlements that exceeded insurance coverage during the last three fiscal years.

NOTE 11 - COMMITMENTS AND CONTINGENCIES

A. Operating Leases

The CDB leases equipment and office space under the terms of noncancelable operating
lease agreements not extending past the end of the fiscal year, that require the CDB to make
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minimum lease payments plus pay a pro rata share of certain operation costs. Rent expense
under operating leases was $229 (amount expressed in thousands) for the year ended June 30,
2008.

B. Construction Commitments

The CDB has outstanding construction projects for State and other facilities in which it has
entered into future commitments. The amount of CDB’s commitment which includes
amounts related to projects for component units was $148.6 million at June 30, 2008.

Components of Construction in Progress

As of and for the year Ended June 30, 2008
(Expressed in Thousand)

Project Expended Committed Available
Project Authorization Through June 30 at June 30 Authorization
IYC 8t. Charles Reception and
Classification Building $ 26,150 § 1,119 $ 935 $ 24096
Menard Correctional Center -
Administration Building 13,454 1,876 513 11,065
Alton Mental Health Center
Forensic Building Addition 15,800 5,126 611 10,063
Mit. Vernon Armed Forces
Reserve Center 20,575 1,430 17,971 1,154
Springfield Stratten Bldg.
Planning and Design for
Renovation 11,583 3,461 1,537 6,585
Others (less than $10,000,000) 221,633 16,951 40,238 164,404
Total $ 309,195 3 30,023 & 61,805 § 217,367

C. Litigation

The CDB is routinely involved in a number of legal proceedings and claims that cover a wide
range of matters. In the opinion of management, the outcome of these additional matters is
not expected to have a material effect on the financial position or results of operations of the
CDB.
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(Expressed in Thousands)

Total
Special Capital Debt (Memorandum
Revenue Projects Service Oaly)

ASSETS

Unexpended appropriations $ 24§ 200903 % - 3 20,927

Cash equity with State Treasurer 1,357 12,703 - 14,060

Cash and cash equivalents - 5,820 - 5,820

Intergovernmental receivables - 432 - 432

Due from other State funds 2 2,290 - 2.292

Other receivables 1,354 . - 1,354
TOTAL ASSETS 2,737 42,148 - 44 B85
LIABILITIES AND FUND BALANCES
LIABILITIES

Accounts payable and accrued expenses 34 29,374 - 29,408

Due to other State funds 79 638 - 147

Deferred revenues - 9,907 - 9,907

Total liabilities 113 39,349 - 39,462

FUND BALANCES

Reserved for encumbrances l 137 - 138

Unreserved, designated for reappropriated accounts - 2,453 - 2,453

Unreserved, unrestricted 2,623 209 - 2,832

Total fund balances 2,624 2,799 - 5,423

TOTAL LIABILITIES AND FUND BALANCES § 2,737 § 42,148 § - § 44 885
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(Expressed in Thousands)

Total
Special Capital Debt (Memorandum
Revenue Projects Service Only)
REVENUES
Federal capital grants 3 - § 19038 % - $ 19,038
Licenses and fees 3,641 - - 3,641
Other charges for services - 7,079 - 7,079
Total revenues 3,641 26,117 - 29,758
EXPENDITURES
Education - 98,592 - 98,592
General government 5,231 20,561 - 25,792
Capital outlays 205 76,881 - 77,086
Totai expenditures 5,436 196,034 - 201,470
DEFICIENCY OF REVENUES OVER EXPENDITURES (1,795) (169,917) - {171,712)
OTHER SOURCES (USES)
Appropriations from State resources 1,956 1,294,540 - 1,296,496
Reappropriations to future year(s) (1,398) (1,105,599) - (1,106,997)
Lapsed appropriations (2} (579 - (581)
Receipts collected and transmitted to State Treasury 47 (95) {4,383) (4,525)
Net change in liabilities for reappropriated accounts {1 (13,705) - (13,706}
Operating transfers in - - 4,383 4,383
Operating translers out - (5,174) - (5,174)
Total other sources 508 169,388 - 169,896
DEFICIENCY OF REVENUES OVER EXPENDITURES
AND OTHER SOURCES (1,287 (529) - {1,816)
FUND BALANCES, JULY 1, 2007 3,911 3,328 - 7,239
FUND BALANCES, JUNE 30, 2008 § 2,624 § 2,799 § - 8 5,423
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
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 Appropriations, Expenditures, and Lapsed Balances -
Administrative Activities

Schedules of Appropriations, Reappropriations, Expenditures, and
Lapsed Balances - Total Activity by Fund

Schedules of Appropriations, Reappropriations, Expenditures, and
Lapsed Balances - Construction Activities by Agency

Comparative Schedule of Net Appropriations, Expenditures, and Lapsed Balances -
Administrative Activities

Comparative Schedule of Net Appropriations, Reappropriations, and Expenditures -
Construction Activities by Fund

Schedule of Changes in State Property and Equipment

Comparative Schedule of Cash Receipts by Detail Source

Reconciliation of Cash Receipts to Deposits Remitted to the State Comptroller

Summary of Operations

Administrative Expenditures

Explanation of Significant Variations in Expenditures

Explanation of Significant Variations in Receipts

Analysis of Significant Lapse Period Spending

Analysis of Significant Account Balances

Analysis of Loans and Various Accounts Receivable

Analysis of Change Orders

» Analysis of Operations:

Agency Functions and Planning Program

Average Number of Employees

Emergency Purchases

[linois First Projects (Unaudited)

Member Imtiatives Projects/Awards (Unaudited)
Change Orders by Reason (Unaudited)
Performance Indicators (Unaudited)

Service Efforts and Accomplishments (Unaudited)
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STATE OF ILLINQOIS
CAPITAL DEVELOPMENT BOARD
SUPPLEMENTARY INFORMATION FOR STATE COMPLIANCE PURPOSES

SUMMARY (CONTINUED)

The accountants’ 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 accountanis’
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
CAPITAL DEVELOPMENT BOARD
COMPARATIVE SCHEDULE OF NET APPROPRIATIONS,
EXPENDITURES, AND LAPSED BALANCES
ADMINISTRATIVE ACTIVITIES - CAPITAL DEVELOPMENT FUND - 141
FISCAL YEARS ENDED JUNE 30, 2008, 2007, AND 2006

Fiscal Year
2008 2007 2006
PA 94-0798 PA 93-0842

PA 95-0348 and PA 95-0144 and PA 94-0015

APPROPRIATIONS $ 8,280,016 § 7,443,800 § 6,996,000
EXPENDITURES
Personal services 4,910,106 4,540,707 3,987,119
State contribution to State Employees' Retirement System - - 29,688
Employee retirement contributions 813,971 523,951 311,713
State contribution to Social Security 363,887 335,631 295,080
Group insurance 1,318,657 990,767 059,272
Contractual services 259,113 215,078 224,553
Travel 32,190 32,110 31,664
Commodities 25,453 27,120 24,151
Equipment 9,706 9,428 9391
Telecommunications 108,342 108,775 108,795
Operation of auto equipment 24,039 23,546 23,028
Operational expenses 457,960 387,546 328,397
Total expenditures 3,023,424 7,194,639 6,332,851
LAPSED BALANCES 5 256,592 % 249,141 § 663,149

Note: The information reflected in this schedule was taken from the CDB's records and reconciled 1o the
State Comptroller.
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
COMPARATIVE SCHEDULE OF NET APPROPRIATIONS,
EXPENDITURES, AND LAPSED BALANCES
ADMINISTRATIVE ACTIVITIES - CAPITAL DEVELOPMENT BOARD REVOLVING FUND - 215
FISCAL YEARS ENDED JUNE 34, 2008, 2007, AND 2006

Fiscal Year

2008 2007 2006
PA 94-0798 PA 93-0842
PA 95-0348 and PA 95-0144 and PA 94-0015

APPROPRIATIONS 3 5,351,700 § 5,028,100 §% 4,912,200
EXPENDITURES
Personal services 2,753,109 2,782,474 2,595,448
State contribution te State Employees' Retirement System - - 11,978
Employee retirement contributions 453,915 321,128 202,441
State contribution te Social Security 199,307 202,862 190,283
Group insurance 630,911 597,483 607,175
Contractual scrvices 294,096 251,941 129,568
Travel 158,852 210,586 196,208
Commodities 551 2,989 8,306
Printing 14,164 15,512 14,544
Equipment ~ - 4,820
Electronic data processing 147,661 167,274 82,462
Telecommunications 84,899 116,683 91,808
Total expenditures 4,737,465 4,668,932 4,135,041
LAPSED BALANCES $ 614,235  § 359,168 § 777,159

Note: The information reflected in this schedule was taken from the CDB's records and reconciled to the
State Comptroller.
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
COMPARATIVE SCHEDULE OF NET APPROPRIATIONS,
EXPENDITURES, AND LAPSED BALANCES
ADMINISTRATIVE ACTIVITIES - SCHOOL INFRASTRUCTURE FUND - 568
FISCAL YEARS ENDED JUNE 30, 2008, 2007, AND 2006

Fiscal Year
2008 2007 2006
PA 940798 PA 93-0842

PA 95-0348 and PA 95-0144 and PA 94-0015

APPROFPRIATIONS $ 550,000 % 550,000 % 600,000
EXPENDITURES

8chool infrastructure purposes 547,892 488,984 491,427
LAPSED BALANCES B 2,108 8 61,016 § 108,573

Note: The information reflected in this schedule was taken from the CDB's records and reconciled to the
State Comptroller.
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
COMPARATIVE SCHEDULE OF NET APPROPRIATIONS,
REAPPROPRIATIONS, AND EXPENDITURES
CONSTRUCTION ACTIVITIES BY FUND (a) (b)
FISCAL YEARS ENDED JUNE 30, 2008, 2007, AND 2006

Fiscal Year

2008

PA 95-0348

2007
PA 94-0798
and PA 95-0144

2006
PA 93-0842
and PA 94-0015

GENERAL REVENUE FUND - 001
Appropriations and Reappropriations
Expenditures -

CAPITAL DEVELOPMENT FUND - 141

Appropriations and Reappropriations 1,022,773,730

Expenditures 121,005,087
SCHOOL CONSTRUCTION FUND - 143

Appropriations and Reappropriations 65,635,841

Expenditures 30,815,861
SPECIAL PROJECT FUND - 170

Appropriations and Reappropriations -

Expenditures 50,000
ASBESTOS ABATEMENT FUND - 224

Appropriations and Reappropriations 1,406,301

Expenditures 7,872
CDB CONTRIBUTORY TRUST FUND - 617

Appropriations and Reappropriations -

Expenditures 28,830,670
TOBACCO SETTLEMENT RECOVERY FUND - 733

Appropriations and Reappropriations -

Expenditures 187,584
BUILD ILLINOIS BOND FUND - 971

Appropriations and Reappropriations 197,850,586

Expenditures 28,679,302
TOTAL

Appropriations and Reappropriations 1,287,666,458

Expenditures 208,776,376
Notes:

$ 150,000,000

1,277,930,201
208,818,203

08,824,547
33,188,706

1,507,016
108,715

41,054,853

3,421,447
546,763

266,608,742
66,965,563

1,798,291,953
350,674,803

1,457,305,414
195,787,411

291,330,685
192,506,123

1,507,020

41,295,561

7,602,749
1,456,412

287,096,643
24,485,640

2,044,842,511
455,531,147

(a) The information reflected in this schedule was taken from the CDB's records and reconciled to the State Comptroller.
(b} The data in this schedule represents appropriations, reappropriations, and expenditures for ongoing capita) projects and

are presented for informational purposes only, Because these projects require continuing appropriation and reappropriation
of funds to be expended over several years, a comparison of amounts from year to year is not meaningful.
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
SCHEDULE OF CHANGES IN STATE PROPERTY AND EQUIPMENT
FISCAL YEARS ENDED JUNE 30, 2008, 2007, AND 2006

Constraction
Equipment in Progress Total

BALANCE, JULY 1, 2006 $ 2,309,051 § 26,494,174 § 28,803,225

Additions 296,779 121,204,422 121,501,201

Deletions and transfers (456,655) (103,581,164) (104,037,819)
BALANCE, JUNE 30, 2007 2,149,175 44,117,432 46,266,607

Additions 104,220 82,487,324 82,591,544

Deletions and transfers (228,548) (108,559,732) {108,788,280)
BALANCE, JUNE 30, 2008 3 2,024,847 % 18,045,024 § 20,069,871

Notes:
(1} The information reflected in this schedule was taken from the CDB's records and reconciled to property
reports (C-15 Agency Report of State Property) submitted to the Office of the Comptroller.

(2) Transfers from construction in progress represent the transfer of costs incurred for capital projects to
the agencies for which the capital projects were undertaken,.

(3) This summary schedule was prepared using State property records required by the Illinois Administrative
Code. The capitalization policy in the Code is different than the capitalization policy established by the
Office of the Comptroller for financial reporting in accordance with generally accepted accounting
principles.

(4) The Statement of Net Assets reflects reporting differences for equipment and construction in progress
of $1.836 million and $11.978 million, respectively. These differences represent capital assets not subject
to the same capitalization pelicy and basis of accounting established by the Office of the Comptrolier
for financial reporting in accordance with gencrally accepted accounting principles,
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD

COMPARATIVE SCHEDULE OF CASH RECEIPTS BY DETAIL SOURCE (a)

FISCAL YEARS ENDED JUNE 30, 2008, 2007, AND 2006

Fund/Receipt Source 2008 2007 2006
GENERAL REVENUE FUND - 001
Repayment to State pursuant to law (Port District) - 80,287 60,000
Miscellaneous 809 737 1,129
Total General Revenue Fund 809 81,024 61,129
GENERAL OBLIGATION BOND RETIREMENT
AND INTEREST FUND - 101
Federal Utility Deposits 4,383,464 - 7,648
Total General Obligation Bond
Retirement and Interest Fund 4,383,464 - 7,648
CAPITAL DEVELOPMENT FUND - 141
Prior year refund - - -
Total Capital Development Fund - - -
CDB SPECIAL PROJECTS FUND - 170
Commerce and Economic Opportunity - 50,000 1,925,000
Total CDB Special Projects Fund - 50,000 1,925,000
CAPITAL DEVELOPMENT BOARD
REVOLVING FUND - 215
Copying fees 103 901 309
Prior year refund 3,074 6,375 -
Contract administration fees 4,356,318 4,242,815 5,933,700
Total Capital Development Board
Revolviag Fund 4,359,497 4,250,091 5,934,009
CDB CONTRIBUTORY TRUST FUND - 617
Junior colleges 6,483,432 12,144,503 8,227,670
Lincoln Historical Library contribution - - 13,820
Federal monies via other Illinois State agencies 17,255,419 22 489,486 26,648,748
Damage claim recovery 631,018 2,153,221 33,416
Chicago State University - 5,000,000 8,206,410
Prior year refund - -
Miscellaneous 292,551 573,965 455,934
Total Capital Development Board
Contributory Trust Fund 24,662,420 42,361,175 43,585,998
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
COMPARATIVE SCHEDULE OF CASH RECEIPTS BY DETAIL SOURCE (a)
FISCAL YEARS ENDED JUNE 30, 2008, 2067, AND 2006

Fund/Receipt Source 2008 2007 2006

TOBACCO SETTLEMENT FUND - 733
Prior year refund 5 - 8 - $ -

Total Tobacco Settlement Fund - - -

BUILD ILLINOIS BOND FUND - 971

Returned utility deposits - - 18,816

Total Build Illinois Bond Fund - - 18,816

TOTAL ALL FUNDS $ 33,406,190 3 46,742,290 $ 51,532,600
Note:

(a) The information reflecied in this schedule was taken from the CDB's records and reconciled to the
State Comptroller.
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
FOR THE TWO YEARS ENDED JUNE 30, 2008

SUMMARY OF OPERATIONS

The General Assembly appropriated $1,301,848,174 in fiscal year (FY) 2008 and
$1,811,313,853 in FY 2007 to the Capital Development Board (CDB) to address the permanent
improvement needs of Illinois’ citizens and other State agencies. These funds and other funds
appropriated to other State agencies for projects administered by CDB were used to finance the
ongoing construction of approximately 741 projects in fiscal year 2008 and 906 projects in FY
2007. Approximately 94% and 95% percent of the funds for these projects were appropriated
directly to CDB for FY 2008 and 2007, respectively. Of these projects in process, 205 were
brought to completion during FY 2008 and 215 were brought to completion in FY 2007.

CDB awarded 158 contractor contracts and 78 professional contracts in FY 2008. In FY 2007,
225 contractor contracts and 124 professional contracts were awarded. Total funds obligated by
these awards were $123,996,948 and $304,659,010 in FY 2008 and 2007, respectively.

Overall, FY 2008 and 2007 projects activity resulted in the processing of 8,204 project vouchers
(3,740 in FY 2008 and 4,464 in FY 2007) for a total of $208,776,376 and $350,674,803,
respectively. Included are nonappropriated construction project expenditures of $27,519,112 and
$40,552,649 in FY 2008 and 2007, respectively. This includes user agency funds of $30,341,448
and $16,162,509 that were expended in FY 2008 and 2007, respectively.

ADMINISTRATIVE EXPENDITURES

The following is a comparison of administrative expenditures and project expenditures for the
fiscal years under audit (dollars in thousands}):

2008 2007
Amount % Amount %

Appropriated:

Administrative $ 13,309 6 $ 12333 3

Project 175,896 81 305,620 85

Total appropriated expenditures 193,205 321,973
Nonappropriated:

Project 28,881 13 41,055 12
Total expenditures $ 222,086 100 $ 363,028 100

Administrative expenditures increased by $956 and $1,394 in FY 2008 and FY 2007,
respectively. The increase in both years was due to increase in union salaries and retirement rate.
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
FOR THE TWO YEARS ENDED JUNE 30, 2008

EXPLANATION OF SIGNIFICANT VARIATIONS IN EXPENDITURES

Pages 68 through 70 present comparative schedules of appropriations, expenditures, and lapsed
balances for adminisirative activities in the Capital Development, Capital Development Board
Revolving, and School Infrastructure Funds. Page 71 presents a comparative schedule of
appropriations and expenditures for construction activities by funds. The CDB’s explanation for
significant fluctuations (greater than or equal to 20 percent and $100,000) in expenditures is as
follows:

Capital Development Fund - 141

Expenditures for employee retirement contribution increased $290,020 and $212,238 in FY 2008
and FY 2007, respectively, because of an increase in the calculated contribution rate from 7.8%
in FY 2006, to 11.6% in FY 2007 and to 16.6% in FY 2008.

Expenditures for the State Contribution to State Employees’ Retirement System line item from
the Capital Development Fund - 141 were eliminated for FY 2008 and FY 2007 due to a change
in the union contract.

Capital Development Board Revolving Fund - 215

Expenditures for employee retirement contribution increased $132,787 and $118,687 in FY 2008
and FY 2007 because of an increase in the calculated contribution rate from 7.8% in FY 2006, to
11.6% in FY 2007 and to 16.6% in FY 2008.

Expenditures for the State Contribution to State Employees’ Retirement System line item from
the Capital Development Board Revolving Fund - 215 were eliminated for FY 2008 and FY
2007 due to a change in the union contract,

Construction Activities by Fund

There were no expenditures made out of the General Revenue Fund - 001 during FY 2008 and
FY 2007.

Expenditures for the School Construction Fund - 143 decreased $3,172,845 from FY 2007 to FY
2008 and decreased $159,317,417 from FY 2006 to FY 2007 due to a decreased funding of
school construction projects from State resources.

Expenditures for the Tobacco Settlement Recovery Fund - 733 decreased $359,179 from FY
2007 to FY 2008 and decreased $909,649 from FY 2006 to FY 2007 due to the decreased
funding for capital projects appropriated from this fund. There were no new appropriations from
this fund in FY 2008 since more funds were spent by the State for health issues rather than
capital projects.
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
FOR THE TWO YEARS ENDED JUNE 30, 2008

EXPLANATION OF SIGNIFICANT VARIATIONS IN EXPENDITURES (CONTINUED)
Construction Activities by Fund (Continued)

Expenditures for Build illinots Fund - 971 decreased $38,286,261 from FY 2007 to FY 2008 due
to no new appropriations from the fund. Expenditures increased $42,479,923 from FY 2006 to

FY 2007 due to larger member initiative grants.

Expenditures for the Asbestos Abatement Fund - 224 increased $100,715 from FY 2006 to FY
2007 due to effort to close out open contracts, resulting in a larger amount spent in FY2007.

78



STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
FOR THE TWO YEARS ENDED JUNE 30, 2008

EXPLANATION OF SIGNIFICANT VARIATIONS IN RECEIPTS

Pages 73 and 74 present a comparative schedule of cash receipts by detail source for all funds.
The CDB’s explanations for significant fluctuations of over 20 percent and $100,000 in receipts
are as follows:

CDB Special Prajects Fund - 170

Receipts from the Department of Commerce and Economic Opportunity decreased $50,000 from
FY 2006 to FY 2007 due no new grants.

Capital Development Board Revolving Fund - 215

Receipts from contract administration fees increased $384,652 from FY 2007 to FY 2008 and
decreased $2,220,410 from FY 2006 to FY 2007. The increase in FY 2008 was due to higher
costs for project administered in FY 2008 than FY 2007 which included Mt. Vernon and Sparta
Armory projects. Approximately $12,800,000 was obligated in FY 2007 for these projects. The
decrease in FY 2007 was due to decrease in construction activities, which led to lower project
costs administered in FY 2007 than FY 2006.

Capital Development Board Contributory Trust Fund - 617

Receipts from junior colleges decreased 35,661,071 from FY 2007 to FY 2008 and increased
$3,916,833 from FY 2006 to FY 2007. The fluctuations were dependent on the number of
projects awarded.

Receipts from Federal monies via other Illinois State agencies decreased $5,234,067 from FY
2007 to FY 2008 and decreased $4,159,262 from FY 2006 to FY 2007. This was due to funding
decisions made by the funding sources. Specifically, construction projects at the Abraham
Lincoln Presidential Library and Museum were significantly decreased.

Receipts for damage claim recovery decreased $1,522,203 from FY 2007 to FY 2008 and
increased $2,119,805 from FY 2006 to FY 2007. Damage claim recovery revenue is highly
dependent on the volume and severity of claims and can vary greatly from year to year.

Receipts from Chicago State University (CSU) decreased $5,000,000 from FY 2007 to FY 2008
and decreased $3,206,410 frem FY 2006 to FY 2007 due to projects nearing completion. The
amount of receipts from CSU varies greatly with the stages of completion of projects at CSU.

Miscellaneous receipts decreased $281,414 from FY 2007 to FY 2008 due to smaller
contributions from local veterans’ organizations for specific projects.
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
FOR THE TWO YEARS ENDED JUNE 30, 2008

ANALYSIS OF SIGNIFICANT LAPSE PERIOD SPENDING

Pages 56 through 61 present lapse period expenditures from administrative activities of the
Capital Development, Capital Development Board Revolving, and School Infrastructure Funds.
There were no significant (greater than 20 percent of total expenditures for the 14 months ended
June 30 and $100,000) lapse period expenditures during FY 2008 and FY 2007.
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
FOR THE TWO YEARS ENDED JUNE 30, 2008

ANALYSIS OF SIGNIFICANT ACCOUNT BALANCES (EXPRESSED IN THOUSANDS)

Significant fluctuations in accounts receivable and an analysis of the aging of accounts
receivable are presented in the following section. Other significant accounts with fluctuations
greater than $1,500 are cash equity with the State Treasurer, cash and cash equivalents, capital
assets not being depreciated, accounts payable and accrued expenses, intergovernmental
payables, and deferred revenues.

Cash equity with the State Treasurer decreased by $4,659 in FY 2008. This is due to the
decrease in construction activities in FY 2008, which resulted in a decrease in reimbursements
from other State agencies for federally-funded projects.

Cash and cash equivalents decreased by $4,766 from FY 2007 to FY 2008. In FY 2008, several
projects reached completion and retention trusts held were released to contractors. Projects with

retention trust accounts decreased significantly from 38 accounts in FY 2007 to 33 accounts in
FY 2008.

Capital assets not being depreciated decreased by $31,499 from FY 2007 to FY 2008. This
account is the construction in progress amount at June 30, 2008. In the current year, the LaSalle
Veteran’s Home and New Academy Camp Lincoln Springfield were completed.

Accounts payable and accrued expenses decreased $16,644 from FY 2007 to FY 2008 where
$12,694 of the decrease was attributable to the Capital Development Fund. This was due to a
very limited capital program over the last six (6) years which resulted in decreases across all
accounts.

Intergovernmental payables decreased by $701 from FY 2007 to FY 2008. Intergovernmental
payables consist of payments due to local school districts from the School Construction Fund.
At the end of FY 2007, there were insufficient funds in the School Construction Fund causing
payments to be heid until FY 2008.

Deferred revenues decreased $4,011 from FY 2007 to FY 2008 due to the decrease in
construction activities in FY 2008. Deposits in the Contributory Trust Fund represent funds
received by various user agencies from sources other than State appropriations for construction
projects’ to be managed by CDB. Deferred revenues are recognized for deposits received in
excess of construction costs incurred and fluctuate based on the volume of construction activity
in progress at June 30.
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
FOR THE TWO YEARS ENDED JUNE 30, 2008

ANALYSIS OF LOANS AND VARIOUS ACCOUNTS RECEIVABLE

The CDB’s receivable balances consist of loans receivable from a port district,
intergovernmental receivables (from other State agencies, colleges and universities, and school
districts), due from other State funds, and other reccivables for construction reimbursements and
contract administration fees. When needed, CDB uses the internal offset system to collect
receivables.

The following is a schedule of receivable balances (expressed in thousands) at June 30, 2008 and
2007, respectively, and an aging of “other receivables”:

June 30, 2008 June 30, 2007

Loans receivable $ 14,968 $ 14,968

Less allowance for uncollectible (14,968) {14,968)

Net loans receivable - -

Intergovernmental receivables 432 1,115

Due from other State funds 2,292 2,949

Other receivables 1,354 2,072

Total receivables $ 4,078 $ 6,136
Aging of other receivables:

Receivables - current $ 1,330 h) 1,807

1 - 30 days past due 19 151

31 - 90 days past due S 14

Total other receivables $ 1,354 3 2,072

Loans receivable consist of loans made to the Illinois International Port District (Port District)
amounting to $14,968 (expressed in thousands) which have no established repayment schedule
and payments are due as the Port District makes a profit from its certain specific operations. The
Port District has not reported any profits from these operations and the entire loan receivable
balance has been reserved as uncoiieciibie.

Due from other State funds consists of receivables of federal funds for construction to be
remitted to the CDB from other State agencies. This balance is a function of the volume of
construction activity for other State agencies that is financed in part with federal funds. As such,
these amounts are considered fully coliectible.

Other receivables, consisting of contract administration fees, are a function of the volume of
consiruction activity in progress at June 30. The fee is approximately three (3) percent of the
contract amount for architect/engineer and construction contracts and is payable before the

second payment is made under the contract. Contract administration fees are considered fully
collectible.
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
FOR THE TWO YEARS ENDED JUNE 30, 2008

ANALYSIS OF CHANGE ORDERS
Changes in certain capital project specifications are awarded in the form of change orders. An

analysis of the change orders awarded during the fiscal years ended June 30, 2008 and 2007
(unaudited) is found on pages 98 and 99, respectively.

83



STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
ANALYSIS OF OPERATIONS
FOR THE TWO YEARS ENDED JUNE 390, 2008

AGENCY FUNCTIONS AND PLANNING PROGRAM

Funections

The Capital Development Board was created by the Illinois General Assembly in 1972 to serve
as the nonroad, construction management arm of the Illinois government. The Agency, which is
responsible for overseeing the State-funded capital program, provides a central agency dedicated
to the professional supervision of the State’s building construction and renovation projects. The
philosophy of the Capttal Development Board is “..to serve as an effective, efficient,
construction facilitator; ever mindful of the needs of our clients (the citizens of IHlinois, other
State agencies, the Illinois General Assembly and the Governor) and our private sector partners.”
This philosophy is the cornerstone of the Agency’s mission “...to provide quality services and
facilitate the timely and successful completion of each of the state's construction and rencvation
projects.”

According to 20 ILCS 3105/4.01 through 4.05, the purposes of the Capital Development Board
are as follows:

* To build or otherwise provide hospital, housing, penitentiary, administrative, recreational,
educational, laboratory, parking, environmental equipment, and other capital improvements
for which money has been appropriated or authorized by the General Assembly.

*= To conduct continuous studies into the costs of building or otherwise providing the facilities
described above.

* To conduct research on improvements in choice and use of materials, energy systems,
including solar energy systems, and in construction methods for reducing construction costs
and operating and maintenance costs of the facilities described above.

* To review and recommend periodic revisions to established building and construction codes
to promote public safety, energy efficiency and economy, including the use of solar energy,
and reduce construction costs and operating and maintenance costs of the facilities described
above.,

* To advise State agencies and units of local government, on request, on any matter related to
the purpose of this Act and to assist State agencies in the preparation of their annual long-
range capital expenditures plans.

It is the vision of the Capital Development Board “..to become the most respected and
responsive agency in both the construction community and in state government; promoting
quality service and the use of innovative technologies, recognizing and rewarding both
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STATE OF JLLINOIS
CAPITAL DEVELOPMENT BOARD
ANALYSIS OF OPERATIONS
FOR THE TWO YEARS ENDED JUNE 30, 2008

AGENCY FUNCTIONS AND PLANNING PROGRAM (CONTINUED)
Functions (Continued)

individual and team accomplishments and fostering a harmonious environment.” To achieve this
vision, the Agency is committed to accomplishing several goals. These goals are as follows:

provide for and enhance staff training and development
improve internal and external communtcation

better identification of customer needs

improve project quality and delivery

improve contractor quality

improve architect/engineer quality

expand and integrate electronc databases

complete agency mandates

In addition to its obvious functions, the Capital Development Board is also responsible for the
identification and removal of asbestos 1n State facilities, serves as 2 liaison between the State and
the Illinois’ design and construction industries, and actively pursues recovery of assets through
litigation of projects found to have design and construction defects. Other duties include serving
as a forum to suggest resolulion of conflicts between State agencies, or between a State agency
and another entity that consents to the resolution forum, concerning State building requirements,
and reviewing proposed State building requirement amendments and proposed legislation for
conflicts with current State law or building requirements and makes recommendations
concerning those amendments or laws to the proper authorities.

The Executive Director of the Capital Development Board 1s James Riemer. The Agency has
offices located on the 3rd floor of the William G. Stratton Building at 401 South Spring Street in
Springfield, on the 14th floor of the James R. Thompson Center at 100 West Randolph Sireet int
Chicago, and at Office #258 in Carbondale at 150 Pleasant Hill Road.

Agency Planning

The CDB operated a program called the Quality Management Program. This program allowed
for a Quality Steering Committee, which identified areas of weakness within the Agency. When
a weakness was 1dentified, the Steering Committee defined a mission statement to address the
area. The mission statement was then passed on to a Quality Review Team, who investigated the
weakness and made recommendations to address those weaknesses.

Standing committees have been established to develop strategies to encourage better
performance. Those areas are Information Technology, Hazardous Materials, Document Review,
and Industry Relations. In addition, staff have met repeatedly to discuss and refine procedures
and improve processes related to each performance measure. Detailed notes are taken, kept on
file, and used for reports. All these committees make recommendations concermning changes in
policy, hardware and software, new system implementation, legislation, protocol, and other
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
ANALYSIS OF OPERATIONS
FOR THE TWO YEARS ENDED JUNE 30, 2008

AGENCY FUNCTIONS AND PLANNING PROGRAM (CONTINUED)

Agency Planning (Continued)

areas. Management uses these recommendations to plan activities, make headcount changes,
initiate legislation, and other areas.

Employees Paid From Bond Proceeds

A portien of CDB’s FY 2007 and FY 2008 operational expenditures for personal services were
paid from the Capital Development Fund (141), which receives its funding from bond proceeds.
In accordance with the FY 2007 and FY 2008 appropriation bill, 73 and 72 CDB employees
assigned to work directly with construction projects were paid $4,540,707 and $4,910,106,
respectively, from Fund 141.
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
ANALYSIS OF OPERATIONS
FOR THE TWO YEARS ENDED JUNE 30, 2008

AVERAGE NUMBER OF EMPLOYEES
The following schedule presents the average number of Agency personnel by section on a
comparative basis. In addition to the full-time employees listed below, the Agency utilized a

small number of student interns on a part-time basis.

The following summary is an average based on the full year for fiscal years 2008, 2007, and
2006.

2008 2007 2006
Executive:
Staff 10 8 7
Administrative Services 2 2 2
Art-in Architecture 2 2 2
Capital Programs 16 15 15
Fair Employment Practices Division 5 6 6
Fiscal 5 7 7
Information Systems 9 10 9
Legislative Affairs - 1 1
Personnel 2 2 2
Quality Based Selection 2 4 4
School Construction 2 3 2
Training and Quality Management 1 1 1
Total Executive 56 61 58
Contract Administration - Staff 6 4 5
Construction Administration:
Staff 4 4 4
Professional Services 20 21 22
Regions (3) 40 40 42
Total Construction Administration 64 65 68
Legal Counsel - Staff 4 5 5
Agency Total 130 135 136
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
CHANGE ORDERS BY REASON
FISCAL YEAR ENDED JUNE 30, 2008

(UNAUDITED)
Total Dollar Count
Reason Amount Percentage  No. Issued  Percentage

Architect/Engineer error § 842,492 9.06% 123 8%
Architect/Engineer omission 1,585,963 17.06% 251 17%
User request 3,476,102 37.39% 276 18%
Phase construction 813,062 8.75% 41 3%
Undisclosed condition 2,165,655 23.29% 259 17%
User funded 437,413 4.71% 22 1%
Time extension - 0.00% 407 27%
Assignment fee 49,011 0.53% 9 1%
Substitution 139,029 1.50% 15 1%
Reimbursable 283,821 3.05% 17 1%
Soil condition 254,930 2.74% 15 1%
Credit (932,310 -10.03% 64 4%
Code change 181,559 1.95% 17 1%
TOTALS $ 9,296,727 100.00% 1,516 100%
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
CHANGE ORDERS BY REASON
FISCAL YEAR ENDED JUNE 30, 2007

(UNAUDITED)
Total Dollar Count
Reason Amount Percentage  No. Issued  Percentage

Architect/Engineer error $ 1,473,360 10.79% 263 13%
Architect/Engineer omission 2,4477.747 17.93% 374 19%
User request 4,877,133 35.73% 392 20%
Phase construction 819,797 6.01% 40 2%
Undisclosed condition 3,760,471 27.55% 405 20%
User funded 246,534 1.81% 37 2%
Time extension 3,530 0.03% 300 15%
Assignment fee 58,061 0.43% 7 0%
Substitution 51,919 0.38% 17 1%
Reimbursable 341,454 2.50% 20 1%
Soil condition 277,196 2.03% 18 1%
Credit (991,589) -7.26% 107 5%
Code change 284,095 2.08% 18 1%
TOTALS $ 13,649,708 100% 1,998 100%
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
PERFORMANCE INDICATORS
FISCAL YEARS ENDED JUNE 30, 2008, 2007, AND 2006

(UNAUDITED)

The following is a listing of various performance indicators and other statistics:

Construction expenditures
Personnel expenditures
Administrative expenditures

TOTAL EXPENDITURES

Disbursement of federal funds received
from agency grants

Total receipts

Construction appropriations and reappropriations®

Total number of projects
Average appropriation per project
Average expenditures per project

Number of project managers
Average projects per manager

Average number of employees
Average personnel cost

Number of construction vouchers processed
Average construction voucher amount

Number of receipts processed
Average receipt amount

Number of projects awarded
Professional contracts awarded
Contractor contracts awarded

Administrative costs per project
Personnel costs per project

2008 2007 2006
$ 208,776,376 § 350,674,803 § 455,531,147
7,663,215 7,323,181 6,788,600
5,645,566 5,029,394 4,170,719

3 222,085,157

$ 363,027,378

$ 466,490,466

$ 19,439,908
$ 33,406,190
$ 1,436,848,881

741
$ 1,939,067
$ 281,749

28
26

129
$ 59,405

3,740
$ 55,823

772
$ 43,272

177
78
158

7,619

$
$ 10,342

$ 21,023,024
$ 46,742,290
$ 1,946,314,626

906
$ 2,148,250
$ 387,058

30
30

130
$ 56,332

4,464
$ 78,556

1,132
$ 41,292

182
124
225

5,551

$
$ 8,083

$ 21,197,595
$§ 51,532,600
$ 2,192,350,711

1,055

$ 2,078,059
$ 433,606
24

44

136

$ 51,821
4,888

3 93,587
914

$ 55,439
111

74

195

3 3,955
) 6,435

* Included in the amounts are contributions {from local sources and other agencies not appropriated to
CDB, but CDB includes for project budget purposes.
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
SERVICE EFFORTS AND ACCOMPLISHMENTS
FISCAL YEARS ENDED JUNE 30, 2008, 2007, AND 2006
(UNAUDITED)

CONSTRUCTION ADMINISTRATION

Mission Statement: CDB's mission is to manage the design and construction of capital projects for the
State in a timely, effective, and economical manner, while spreading opportunities
among qualified industry partners.

Program Goals:

Objectives:

1. Develop cost saving inittatives:
a. Reduce spending on changes that ate proposcd after all parties have agreed to the budget
and the solution.

2. Deliver projects on schedule:
a. Implement steps to increase compliance with the design schedule.
b. Implement steps to increase compliance with the construction schedule.

3. Provide accountable project management:
a. Ensure that poor industry performance leads to meaningful actions.

4. Provide work opportunities for varied industry partners:
a. Provide opportunities for minorities and femalcs to obtain work.
b. Initiate project labor agreements.

5. Support the State's Economic Development Plan:
a. Take steps to increase the amount of money spent on Illinois materials used on CDB projects.
b. Monitor Opportunity Returns projects announced by the Governor.

Funds: Capital Development Fund, Capital Development Board Revolving Fund, Asbestos Abatement
Fund, Tobacco Settlement Recovery Fund, Build Illinois Bond Fund (Statutory Authority: 20 1LCS
3105)

FY 2008 FY 2009
Actual Target FY 2008 Target

FY 2006 FY 2007 (Projected) Actual (Projected)
Input Indicators: :

Total expenditures - all sources :
(in thousands) $ 10,469.6 § 11,7352 § 13,631.7 § 12,6128 § 13,1399

Total expenditures - State

appropriated funds

(in thousands) $ 10,4696 § 11,7352 § 13,631.7 § 12,6128 § 13,1399
Average monthly full-time

cquivalents 124.5 134.0 142.0 120.1 126.0
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
SERVICE EFFORTS AND ACCOMPLISHMENTS
FISCAL YEARS ENDED JUNE 30, 2008, 2007, AND 2006
(UNAUDITED)

CONSTRUCTION ADMINISTRATION (CONTINUED)

FY 2008 FY 2009
Actual Target FY 2008 Target
FY 2006 FY 2007  (Projected) Actual (Projected)
Output Indicators:

Number of design contracts processed 39 139 N/A 87 135
Number of active projects 443 426 385 296 175
Value of projects in construction

phase (in millions) $ 6890 3§ 5461 8 5129 § 5032 % 300.0

Qutcome Indicators:

Percent of selections that are

MBE/FBE firms (a) 28% 22.80% 30% 23% 30%
Percent of change orders to

contract value 6.87% 7.60% 6.50% 5.57% 6.50%
Average variation from planned

schedule for design phase 34.80% 11.40% 30% 40.98% 15%
Average variation from planned

schedule for construction phase 31% -6.30% 30% 6.47% 15%
Percent of labor hours that are

minority or female 16.34% 14.70% 15% 15.89% 15%
Percent of total dollars contracted

to MBE/FBE firms (a) 11.10% 12.20% 15% 12.20% 15%

Note;
{a) MBE/FBE firms are Minority Business Enterprise and Female Business Enterprise firms,
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STATE OF ILLINOIS
CAPITAL DEVELOPMENT BOARD
SERVICE EFFORTS AND ACCOMPLISHMENTS
FISCAL YEARS ENDED JUNE 30, 2008, 2007, AND 2006
(UNAUDITED)

SCHOOL CONSTRUCTION GRANTS

Mission Statement: The mission of CDB's School Construction Grant Program is to work from the entitled
and prioritized list compiled by the Iliinois State Board of Education to provide school
construction grants, up to the funding limits. The professional staff visits sites, develops
project descriptions, educates school and community representatives, and provides technical
assistance to expedite the process and enhance the quality of Illinois school buildings.

Propram Goals:
Objectives:

1. Educate school districts about how to obtain a grant and how their State share is determined:
a. By June 1 each year, measure school district satisfaction with CDB's ability to educate them
about the grant process.

2. Provide effective, accountable, and responsive service related to the design and construction of
school buildings:

a. By June 1 each year, measure school district satisfaction with CDB's timeliness.

Funds: School Construction Fund, School Infrastructure Fund (Statutory Authority: 3¢ ILCS 390,

105 ILCS 230)
FY 2008 FY 2009
Actual Target FY 2008 Target
FY 2006 FY 2007 (Projected) Actual (Projected)
Input Indicators:
Total expenditures - ail sources
(in thousands} h 4914 § 4957 § 5500 $ 5479 % 550.0
Total expenditures - State
appropriated funds
(in thousands) $ 4914 § 4957  § 5500 5479 % 550.0
Average mointhly full-time equivalents A §.0 8.0 5.5 6.0
Qutput Indicators:
Dollar amount of grants made
(in thousands) - - N/A N/A N/A
Number of grants made - - N/A N/A N/A
Number of applicants in pool 302 - 323 N/A N/A
Number of grant surveys performed 2 - N/A N/A N/A
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