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To the County Board Members
Shelby County
Shelbyville, lllinois

In planning and performing our audit of the financial statements of Shelby County, lllinois as of
and for the fiscal year ended August 31, 2016, we considered the County’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing
our opinion on the financial statements and not to provide an opinion on the internal control over
financial reporting.

However, during our audit we became aware of the following matter that is an opportunity for
strengthening internal controls. The following paragraph summarizes our comments and
suggestions regarding this matter. This letter does not affect our report dated April 12, 2017 on
the financial statements of Shelby County, lllinois.

Internal controls over financial reporting should ensure the
completeness of reporting for revenues received. A receipt from
the State Comptroller’'s office for reimbursement to a Township
was not deposited and reported in the county’s general ledger;
rather, the reimbursement was deposited by the Township. The
inclusion of all receipts in the county’s general ledger is
necessary to ensure proper reporting of pass-through revenues
and expenditures.

We will review the status of this comment during our next audit engagement. We have already
discussed this matter with County personnel, and will be pleased to discuss it in further detail at
your convenience, to perform any additional study of this matter, or to assist you in implementing
the recommendation.

A ol O

Mose, Yockey, Brown & Kull, LLC
Certified Public Accountants

April 12, 2017
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INDEPENDENT AUDITOR'S REPORT

To the County Board Members
Shelby County
Shelbyville, lllinois

Report on the Financial Statements

We have audited the accompanying modified cash basis financial statements of the governmental activities, the discretely
presented component unit, each major fund, and aggregate remaining fund information of Shelby County, lllinois as of and
for the year ended August 31, 2016, and the related notes to the financial statements, which collectively comprise the
County’s basic financial statements as listed in the table of contents.

Management’'s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with the
modified cash basis of accounting described in Note 1; this includes determining that the modified cash basis of accounting is
an acceptable basis for the preparation of the financial statements in the circumstances. Management is also responsible for
the design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.
Basis for Qualified Opinion on Governmental Activities

The county has omitted disclosures required by Governmental Accounting Standards Board Statement 45 Accounting and
Financial Reporting for Post-Employment Benefits Other Than Pensions. The amount by which this disclosure would affect
the financial statements is not reasonably determinable.

Qualified Opinion

In our opinion, except for the effects of the matter described in the “Basis for Qualified Opinion on Governmental Activities”
paragraph, the financial statements referred to above present fairly, in all material respects, the respective financial position

of the governmental activities of Shelby County, lllinois as of August 31, 2016, and the respective changes in financial
position thereof for the year then ended in accordance with the modified cash basis of accounting.
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Unmodified Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position-modified cash basis of the discretely presented component unit, each major fund, and the aggregate remaining fund
information of Shelby County, lilinois, as of August 31, 2016, and the respective changes in financial position-modified cash
basis, thereof for the year then ended in accordance with the basis of accounting as described in Note 1.

Basis of Accounting

We draw attention to Note 1 of the financial statements, which describes the basis of accounting. The financial statements
are prepared on the modified cash basis of accounting, which is a basis of accounting other than accounting principles
generally accepted in the United States of America. Our opinions are not modified with respect to this matter.

Other Matters
Supplementary Information and Single Audit

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise Shelby
County, lllinois’ basic financial statements. The items included in the “Supplementary Information” sections of the report and
the "Single Audit” section of the report, including the schedule of expenditures of federal awards, as required by Title 2U.S.
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles and Audit Requirements for
Federal Awards, are presented for purposes of additional analysis and are not a required part of the basic financial
statements.

The items included in the “Supplementary Information” sections of the report and the “Single Audit” section of the report,
including the schedule of expenditures of federal awards are the responsibility of management and were derived from and
refate directly to the underlying accounting and other records used to prepare the basic financial statements. The information
has been subjected to the auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our opinion, the
items included in the “Supplementary Information” sections of the report and the “Single Audit” section of the report, including
the schedule of expenditures of federal awards are fairly stated in all material respects in relation to the basic financial
statements as a whole.

Other Information

The IMRF Schedule of Changes in the Net Pension Liability and Related Ratios and the IMRF Schedule of Employer
Contributions included as "Other Information” have not been subjected to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, we do not express an opinion or provide any assurance on them

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued a report dated April 12, 2017 on our consideration
of Shelby County, lllinois’ internal control over financial reporting and on our tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that testing, and not to provide an
opinion on internal control over financtal reporting or on compliance, That reportis an integral part of an audit performed in
accordance with Government Auditing Standards in considering Shelby County, Iiinois’ internal control over financial
reporting and compliance.

Bt L o e i K, ot

Mose, Yockey, Brown & Kull, LLC
Certified Public Accountants
Shelbyville, Hlinois

April 12, 2017
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the County Board Members
Shelby County, lllinois
Shelbyville, lllinois

We have audited, in accordance with the 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, the modified cash basis financial statements of the
governmental activities, the discretely presented component unit, each major fund, and the aggregate
remaining fund information of Shelby County, lllinois as of and for the year ended August 31, 2016, and the
related notes to the financial statements, which collectively comprise Shelby County lllinois' basic financial
statements, and have issued our report thereon dated April 12, 2017. Our opinion on the governmental
activities was qualified because the county has omitted disclosures required by Governmental Accounting
Standards Board Statement 45 Accounting and Financial Reporting for Post-Employment Benefits Other Than
Pensions.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Shelby County, lllinois’ internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of Shelby County, lllinois’ internal control. Accordingly, we do
not express an opinion on the effectiveness of Shelby County, lllinois’ internal control.

A deficiency in internal control 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 and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control such that there is a reasonable possibility that a material misstatement of the Shelby County,
lllinois financial statements will not be prevented, or detected and corrected on a timely basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not
identified. We did identify a certain deficiency in internal control, described in the accompanying schedule of
findings and questioned costs and referenced as finding 2016-001 that we consider to be a material
weakness.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Shelby County, lllinois’ financial statements are free
from 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 matters that is required to be reported under
Government Auditing Standards and which is described in the accompanying schedule of findings and
questioned costs as finding 2016-002.

We noted certain matters that we reported to management of Shelby County, llfinois in a separate letter dated
Aprit 12, 2017,

Shelby County Hlinois’ Response to Findings

Shelby County, illinois’ response to the findings identified in our audit are described in the accompanying
schedule of findings and questioned costs. Shelby County, Illinois’ response was not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal controf and compliance and
the result of that testing, and not to provide an opinion on the effectiveness of the Shelby County, lllinots’
internal control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity's internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

%, Cfca%‘émmw Beccr, 226

Mose, Yockey, Brown & Kull, LLC
Certified Public Accountants
Shelbyville, lliinois

Aprit 12, 2017
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL
PROGRAM AND REPORT ON INTERNAL CONTROL OVER COMPLIANCE REQURIED BY
THE UNIFORM GUIDANCE

To the County Board Members
Shelby County, lllinois
Shelbyville, lllinois

Report on Compliance for Each Major Federal Program

We have audited Shelby County, lllinois’ compliance with the types of compliance requirements
described in the OMB Compliance Supplement that could have a direct and material effect on
each of Shelby County, lllinois’ major federal programs for the year ended August 31, 2016.
Shelby County, lllinois’ major federal programs are identified in the summary of auditor's results
section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of Shelby County, lllinois’
major federal programs based on our audit of the types of compliance requirements referred to
above. We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and the
audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).
Those standards and the Uniform Guidance require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about Shelby County, lllinois’
compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each

major federal program. However, our audit does not provide a legal determination of Shelby
County, lllinois’ compliance.
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Opinion on Each Major Federal Program

In our opinion, Shelby County, lliinois complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on each of
its major federal programs for the year ended August 31, 2016,

Report on Internal Control Over Compliance

Management of Shelby County, lllinois is responsible for establishing and maintaining effective
internal control over compliance with the types of compliance requirements referred to above. In
planning and performing our audit of compliance, we considered Shelby County, illincis' internal
control over compliance with the types of requirements that could have a direct and material
effect on each major federal program to determine the auditing procedures that are appropriate in
the circumstances for the purpose of expressing an opinion on compliance for each major federal
program and to test and report on internal control over compliance in accordance with the
Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness of
internal control over compliance. Accordingly, we do not express an opinion on the effectiveness
of Shelby County, lllincis’ internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of perfarming
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on
a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that is less severe than a material weakness in internal control
over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control
over compliance that might be material weaknesses or significant deficiencies. We did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other
purpose.

e L fpedyots Fnce, et

Mose, Yockey, Brown, & Kull, LLC
Certtified Public Accountants
Shelbyville, Iflinols

April 12, 2017
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SHELBY COUNTY, ILLINOIS
MANAGEMENT'S DISCUSSION AND ANALYSIS (MD&A)

In June 1999, the Governmental Accounting Standards Board (GASB) issued Statement No. 34,
Basic Financial Statements — and Management’s Discussion and Analysis — for State and Locaf
Governments (GASB No. 34), which established new requirements and a new reporting model for
the annual financial reports of governments. The objective of the MD&A section is to enhance
the understandability and usefulness of the basic financial statements. The MD&A should be
read as an addendum to other information presented in the financial statements such as the
Notes to the Financial Statements,

The financial statements incorporate the Shelby County Office of Tourism as a discretely
presented component unit per GASB Statement No. 61. The Shelby County Alrport Commission
is included as a unit of the County. The Shelby County Alrport Commission is considered a non-
major governmental fund of the County.

Condensed financial statements shown in the MD&A are presented for the primary government
only, and exclude the component unit. Therefore, the primary government referred to in the
MD&A statements for Governmental activities is comprised of the County and the Airport
Commission.

FINANICAL HIGHLIGHTS

» Completed County Bridge on Fayette County Line.
» Resurfaced Findlay/Assumption Road
+ Completed Richland Township Bridge replacement.
* Began construction on Wood Street Bridge Repfacement in City of Shelbyville.
« County inputted a new accounting system — Fund Ware.
« Rural Transportation received a donation of ten vehicles.

OVERVIEW OF THE FINANCIAL STATEMENTS

The County's basic financial statements inciude 1} government-wide financial statements, 2)
governmenial and fiduciary fund financial statements, and 3) notes to the financial statements,
The basic financial statements also contain required and other supplementary information,

GOVERNMENT-WIDE FINANCIAL STATEMENTS

Government-wide financial statements provide readers with a broad overview of the County's
finances, in a manner similar to a private-sector business. The two government-wide statements
are prepared on the modified cash basis of accounting and are explained below. Any internal
activities within activity type in the government-wide financial statements have been eliminated or
reclassified.

The Statement of Net Position — Modified Cash Basis includes the County's total assets and
liabilities, with the difference reported as net position. Over lime, increases or decreases in net
position can serve as a useful indicator of whether the financial position of the County is
improving or deteriorating. A condensed version of this statement for Governmental activities is
presented in the MD&A.



The Statement of Activities ~ Modified Cash Basis reports how the County's net position
changed during the fiscal year. An Important purpose of the design of the statement of activities is
to show the financial reliance of the County’s distinct activities or functions on revenues provided
by the County's taxpayers,

Both government-wide financial statemenis distinguish functions of the County that are principally
supported by taxes and intergovernmental revenues. Governmental activities of the County
include general government, public safety, corrections, judiciary, public works/transportation, and
health and welfare.

FUND FINANCIAL STATEMENTS

The fund financial statements provide detaited information about significant funds available for
appropriation. Fund accounting ensures compliance with finance-related legal requirements.
The County has the following two types of funds;

Governmental Funds — Most of the County's basic services are included in governmental
funds. The fund statement focuses on (1) cash and financial assets that can readily be
converted to cash flow and (2) the balances remaining at year-end that are available for
spending. The governmental funds financial statements provide a detaiied short-term
view. The General Fund is the main operating account of the County and the largest of
the governmental funds. Fund income is comprised of various sources for non-dedicated
purposes. Other major governmental funds inctude the County Health Fund, the County
Highway Fund, the Mentat Health Fund and the Rural Transportation Fund. Remaining
governmental funds, which include special revenue funds and capital projects funds, are
considered non-major governmental funds.

Fiduciary Funds — Fiduciary funds are used to account for resources held for the benefit
of parties outside the government. Fiduciary funds are not reflected in the government-
wide financial statements because the resources of those funds are not available to
support the County's programs. The County's fiduciary funds consist of private purpose
trust funds and agency funds, which are used to account for monies received, held and
disbursed, as required by statute.

NOTES TO THE FINANCIAL STATEMENTS

The notes provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

On the following condensed statement, net position is calculated as fotal assels less total
iiabilities. Assets are distinguished as capital assets and the remainder as current and other
assels. Liabilities are classified as long-term (average maturity of greater than one year) and the
remainder as other liabilities. Per generally accepted accounting principles, net position is
subdivided into three categories; net investment in capital assets; restricted net position; and
unrestricted net position. The County reported $6,794,550 and $7,214,822 of restricted net
position as of August 31, 2016 and 2015, respectively. Net position may serve over time as a
useful indicator of a government's financial position. The Governmental net position was
$29,078,814 and $27,036,308 as of August 31, 2016 and 2015, respectively.

Following is a separate Summary of Net Position - modified cash basis as of August 31, 2018
and 2015 for Governmental Activities:



Summary of Net Position — Modified Cash Basis

Governmental Activities
Auqust 31, 2016 and 2015

2016 2015

Current and other assets $10,882,180 $11,205,293
Capital assets, net of accumulated depreciation 18,348,133 15,976,962

Total Assets $29,230,313 327,182 255
Short-term liabilities $ 151,499 $ 145,947
Long-term liabilities -- -=

Total Liabilities § 151,499 $ 1450947
Net Position:
Invested in capital assets, net of related debt $18,348,133 $15,976,962
Restricted for Inventory 11,336 7,045
Restricted for Insurance 961,762 928,321
Restricted for Employees' Retirement 1,208,363 1,358,701
Restricted for Public Safety 473,844 472626
Restricted for Public Works and Transportation 985,543 1,278,241
Restricted for Economic Development 504,087 504,087
Restricted for Health and Welfare 1,822,065 1,901,915
Restricted for Other Purposes 827,550 763,886
Unrestricted 3,936 131 3,844,524

Total Net Position $20,078.814 $27.036,308

Sixty-three percent of the County’'s Government-wide total net position reflect investment in
capital assets such as land, buildings, machinery, and equipment, less any related outstanding
debt used to acquire those assets as of August 31, 2016 compared to 59% as of August 31,
2015. The County uses these capital assets in operations and, consequently, these assets are
not available for future spending. Although the County's investment in its capital assets is
reported net of refated debt, it should be noted that the resources needed to repay this debt must
be provided from other sources, since the capital assets themselves cannot be used to liquidate
these liabilities.

The remaining balance of unrestricted net position may be used to meet the County’s ongoing
obligations. As of August 31, 2016 and 2015, the County had positive balances in all categories
of net position for the governmental activities. The County's overali financial position improved
with net position increasing $2,042,506 during fiscal year 2016,

The following statement is a condensed version of the Changes in Net Position ~ modified cash
basis for Governmental Activities:



Changes in Net Position — Modified Cash Basis
Year Ended Augqust 31, 2016 and 2015

Receipts; 2016 2015
Program Receipts.
Fines, fees, & charges for services $ 1,676,551 $ 1,655,433
Operating grants and contributions 2,528,056 3,178,401
Capital grants and contributions 2,620,598 76,148
General Receipts:
Property taxes 4,307,362 4,032,202
Sales and other taxes 2,328,611 2,243,327
Unrestricted investment earnings 11,469 13,108
Transfers - 11,918
Other receipts 130,316 128,074
Total Receipts $13,500.963 $ 11,238,612
Disbursements;
General government : $ 3,019,766 $ 3,055,956
Indemnity - -
Public safety 2,486,586 2,440,710
Corrections 187,768 164,375
Judiciary : 553,124 577,600
Public works/transportation 3,594,569 3,473,031
Health and welfare 1,615,642 1,461,610
Interest on long-term debt 1.002 2,358
Total Disbursements $11.458.457 $11,175,640
Change in net position $20425086 $ 62972
Net position — September 1, 27,036,308 26,973,336
Net position - August 31, 29,078,814 $27,036,308

FINANCIAL ANALYSIS OF THE COUNTY’S FUNDS

The County’'s Governmental Funds provide information on near—term inflows, outflows, and
baiances of spendable resources. The unreserved fund balance indicates the net resources
available for spending at the end of the fiscal year. It is a particularly useful indicator of net
resources. When coupled with future resources, these resources shape the programs and the
disbursements in future years. Per the Statement of Revenues Received, Expenditures
Disbursed and Changes in Fund Balance, the County's Governmentat Funds reported a
combined fund balance of $10,723,408 and $11,034,269 as of August 31, 2016 and 2015,
respectively, Of these amounts, $6,776,800 is restricted due to external limitations on its use,
such as by debt covenants, legal restrictions, or intention of grantors, donors, or trustees. A total
of $11,336 of fund balance is considered unspendable because it has been used for advances,
inventory, and prepaid items. Committed fund balances lotal $214,702 and represent amounts
that have been committed by formal action of the County Board. A total of $1,589,251 has been
assigned meaning there are limitations resulting from its intended use, such as construction of
capital assets, payment of debt service, and for other purposes. The remaining $2,131,319 is
unassigned and can be used for any lawful purpose.

The fund balance for all Governmental Funds at the fiscal years ended August 31, 2016 and 2015
had a negative net change of $310,861 and a positive net change of $48,338, respectively.
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Per the GStatement of Revenues Received, Expenditures Disbursed and Changes in Fund
Balance, total Governmental receipts for the fiscal years 2016 and 2015 were $10,943,209 and
$11,215,113, respectively and total disbursements were $11,254,070 and $11,178,694,
respectively.

GENERAL FUND

The County Board concentrates its financial oversight on the General Fund because it is the core
operating fund and allows the most discretion in allocations. At the end of the current fiscal year,
unassigned fund balance of the general fund is $2,141,304, while total fund balance is
$3,425,967. As a measure of the general fund’s liquidity, it may be useful to compare the
unassigned fund balance and total fund balance to total fund expenditures and other financing
sources. Unassigned fund balances represents 45 percent of total general fund expenditures and
other financing sources, whife total fund balance represented 71 percent of that same amount.
For the year ended August 31, 2018, receipts of $4,996,272 less disbursements of $4,921,478
resulted in an increase in fund balance of $74,794. After the net transfers of ($115,377), the
result was a net decrease in the General Fund fund balance of ($40,583). For the year ended
August 31, 2015, receipts of $5,043,286 less disbursements of $4,889,812 and net transfers of
($93,905) resulted in a net increase in fund balance of $59,569.

The largest receipt sources for the General Fund are property taxes, sales taxes, and income
taxes which account for 72 and 69 percent of receipts for the years ended August 31, 2016 and
2015, respectively. General government and public safety are the primary operations of the
general fund. Approximately 81 and 82 percent of the General Fund's disbursements are for
general government and public safety activities for the years ended August 31, 2018 and 2015,
respectively.

COUNTY HEALTH FUND

The largest source of revenues received for the County Health Fund are property taxes, federal
and state grant receipts from State of llinois agencies which account for 72 and 74 percent of
receipts for the years ended August 31, 2016 and 2015, respectively. The County Health Fund's
basic purpose is the protection and improvement of the public health in the County.

COUNTY HIGHWAY FUND

The largest source of revenues received for the County Highway Fund are property taxes, federal
and state grants and Motor Fuel Tax which accounts for 89 and 91 percent of receipts for the
years ended August 31, 2016 and 2015, respectively. The County Highway Fund accounts for
the maintenance and construction of roads and bridges in the County.

MENTAL HEALTH FUND

The largest source of revenues received for the Mental Health Fund is property taxes which
accotints for 96 and 96 percent of receipts for the years ended August 31, 2016 and 2015,
respectively. The Mental Health Fund's basic purpose is to provide for the community health
facilities and services for the mentally challenged in the County.

RURAL TRANSPORTATION
The largest sources of revenues received for the Rural Transportation Fund are federal and state

grants which account for 100 percent of receipts for the years ended August 31, 2016 and 2015.
The Rural Transportation Fund provides public transportation for the residents of the county.

11



BUDGETARY HIGHLIGHTS

The County prepares an estimate of revenues and a budget for the General Fund and all of the
Special Revenue Funds using the modified cash basis of accounting. The County's Fiduciary
Funds are not required to prepare budgets. The General Fund's actual receipts were more than
budgeted amounts by $318,272 and actual disbursements were less than budgeted amounts by
$178,074, resulting in a positive budget variance of $496,346. The other Information section
contains the Budgetary Comparison Schedule - Modified Cash Basis for the General Fund,
County Health Fund, County Highway Fund, Mental Health Fund, and Rural Transportation Fund.

CAPITAL ASSETS AND DEBT ADMINISTRATION
CAPITAL ASSETS

The County’s investments in capital assets as of August 31, 2016 and 2015 (net of accumulated
depreciation), are summarized below for Governmental-Type Activities:

Capital Assets
Governmental Activities
{Net of Depreciation)
August 31, 2016 and 2015

2018 2015
l.and $ 3,414,046 $ 3,414,046
Work in Process 32,609 480,841
Buildings and improvements 4,171,939 3,722,635
Vehicles 1,089,818 567,594
Maintenance Vehicles 83,423 59,146
Infrastructure 9,129,751 7,365,559
Equipment 417,293 354,375
Law Enforcement & Canine 9,254 12,766
Total Capital Assets, net of depreciation $18,348,133 $15,976,962

During fiscal years 2016 and 2015, total capital assets for the County had a net increase
{including additions, decreases, and depreciation) of $2,371,171 and a net decrease of $32,736,
respectively. These additions reflect the current additions for vehicles, equipment, building and
highway infrastructure and other miscellaneous equipment. The County recorded $787,400 and
$742,210 of depreciation expense for the fiscal years 2016 and 2015, respectively and the
amounts of accumulated depreciation are $8,849,464 and $8,183,652 as of August 31, 2016 and
2015, respectively,

More detailed information is presented in Note 5 to the financial statements.
DEBT
The County has a statutorily imposed legal general obligation bond limit of 5.75% of its total

assessed valuation and that limit is approximately 20.2 million dollars. Shelby County, lllincis had
no outstanding long term debt at August 31, 20186.

12



The following is 2 summary of the County's gross oufstanding short-term debt as of August 31,
2016 and 2015:

Cutstanding Short-Term Debt
Governmental Activities
August 31, 2016 and 2015

Debt Description 2016 2015

Bank Loans $ - $ -

More detailed information about the County’s short-term debt activity is presented in Note 6 to the
financial statements.

CONTACTING THE COUNTY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, creditors, and pass through
agencies with a general overview of the County's finances and to show the County's
accountability for the money if receives. Any questions about this report or requests for additional
information may be directed to Ms. Debra Ramey, Shelby County Treasurer, Shelby County
Courthouse, Shelbyville, iliinois, 62565,

13
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SHELBY COUNTY, ILLINQIS
STATEMENT OF NET POSITION - MODIFIED CASH BASIS
AUGUST 31, 2016

Primary
Government
Governmental Component
Activities Unit
ASSETS:
Current Assets:
Cash and Cash Equivalents 10,683,478 32,847
investments 180,092 -
Notes Receivable
Due Within One Year 7,273 -
fnventory 11,336 -
Total Current Assets 10,882,180 32,847
Noncurrent Assets:
Notes Receivable
Due tn More Than One Year - --
Capital Assets
Land 3,414,046 -
Work in Process 32,609 -
Buildings & Improvements 6,361,405 -
Vehicles 3,088,550 -
Maintenance Vehicles 837,802 -
tnfrastructure 11,031,997 -
Equipment 2,410,188 4,820
taw Enforcement Canine 23,000 -
Less: Accumuiated Depreciation (8,849, 464) (4,820}
Total Noncurrent Assels 18,348,133 -
TOTAL ASSETS 29,230,313 32,847
LIABILITIES:
Withholding Payable 88,570 1,004
Due to Other Governmental Units 62,029 -~
TOTAL LIABILITIES 151,489 1,004
NET POSITION
Net Investment in Capital Assets 18,348,133 -
Restricted for:
Inventory 11,338 -
Insurance 961,762 .-
Employees' Retirement 1,208,363 -
Public Safety 473,844 -
Public Works and Transporation 985,543 “n
Economic Development 504,087 -
Health and Welfare 1,822,065 -
Other Purposes 827,550 -
Unrestricted 3,936,131 31,843
TOTAL NET POSITION 29,078,814 31,843

The accompanying notes are an integral part of these financial statements.
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SHELBY COUNTY, ILLINOIS
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF
ASSETS, LIABILITIES AND FUND BALANCE - MODIFIED CASH BASIS
TO THE STATEMENT OF NET POSITICN - MODIFIED CASH BASIS
AUGUST 31, 2016

Total Fund Balance for Governmental Funds $ 10,723,408

Total net position reported for governmental activities in the
statement of net position is different because:

Notes Receivable are not financial resources; therefore, they
are not reported in the funds. 7273

Capital assets used in governmental activities are not financial
resources; therefore, they are not reported in the funds:

Land 3,414,046
Other Capital Assets 14,934,087
Net Position of Governmental Activities 3 29,078,814

The accompanying notes are an integral part of these financial statements.
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SHELBY COUNTY  {LLINOIS
RECONCILIATION OF THE STATEMENT OF REVENUES RECEIVED, EXPENDITURES
DISBURSED AND CHANGES IN FUND BALANCE OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES - MODIFIED CASH BASIS
YEAR ENDED AUGUST 31, 2018

Net Change in Fund Balance - Total Governmentat Funds 5 (310,861)

The Change in Net Position reponted for governmental activitiss in the Statement of Activities -
modified cash basis is different because:

The issuance of long-term debt provides current financiaj
resourees o governmental funds, while the repayment of the
principal of long-term debt consumes the current financiat
resources of governmental funds. Neither fransaction,
however, has any effect on net assets.

Governmental funds report capital oufiays as disbursements; however, in the Statement of
Activities - modified cash basis the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense. This is the amount by which capital
outfays and infrastructure depreciation {$787,400) exceed additions ($537,973)
in the current period. {249,427)

Federal and State on-behalf payments for mini vans and road infrastructure are reperied as capital
grants and contributions in the Staternent of Activities - modified cash basis; however, they
are not recognized as receipts in the governmental funds. 2,620,588

In the fund financial statements, principal and interest paymenis on Notes Receivable are recorded as
receipts in the Statement of Revenues Received, Expenditures Disbursed and Changes in Fund
Balance; however, principal payments received do not affect the Statement of Activities-modified
cash basis. {17,804)

Change in Net Position of Governmental Activities $ 2,060,310

The accompanying notes are an integral part of these financial statements.
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SHELBY COUNTY, ILLINOIS
STATEMENT OF FIDUCIARY NET POSITION -
MODIFIED CASH BASIS
YEAR ENDED AUGUST 31, 2016

Private - Purpose

Trust Agency
Funds Funds
ASSETS
Cash and Cash Equivalents 3 2,120,351 $ 5807917
Investments - 76,408
TOTAL ASSETS & 2,120,351 $ 5,884,323
LIABILITIES
Due to Others 3 1,923 $ 5884,323
TOTAL LIABILITIES & 1,923 $ 5,884,323
NET POSITION
Restricted for Other Purposes 3 2,118,428 $ --

TOTAL NET POSITION

©H

2,118,428 $ --

The accompanying notes are an integral part of these financial statements.
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SHELBY COUNTY, ILLINOIS
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
MODIFIED CASH BASIS
YEAR ENDED AUGUST 31, 2018

Private - Purpose

Trust
Funds
ADDITIONS:
Property Taxes $ 114,973
Intergovernmental Revenue:
State Sources
Motor Fuel Taxes 1,747,286
Other State Sotrces 545,739
Fines and Fees 160
Cash Bail 35,746
Interest . 2,074
Miscellaneous 7,512
Total Additions $ 2,453,490
DEDUCTIONS:
Distributions $ 2,608,760
Total Deductions $ 2,609,760
Change in Net Position $ (156,270)
Net Position - September 1, 2015 2,274,698
Net Position - August 31, 2016 3 2,118,428

The accompanying notes are an integral part of these financial statements.
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SHELBY COUNTY, ILLINOIS
NOTES TO BASIC FINANCIAL STATEMENTS
AUGUST 31, 2016

Note 1 - Summary of Significant Accounting Policies

Shelby County, lllinois was created on January 23, 1827 by an act of state legislature. The
County is governed by an elected 22 member board and provides the following services:
public safety, tax collection, highways and streets, health and social services, public
improvements, planning and zoning, airport operations, corrections, public records, and
general administration.

A

Reporting Entity

The accompanying financial statements present the County’s primary government and -
component units over which the County exercises significant influence. Component units
are legally separate organizations for which the elected officials of Shelby County are
financially accountable. Shelby County would be considered financially accountable if it
appoints a voting majority of the organization's government body and (1) it is able to
impose its will (significantly influence the programs, projects, activities, or level of
services performed or provided by the organization) on the organization or (2) there is a
potential for the organization to provide specific financial benefits to, or impose specific
financial burdens on Shelby County (i.e., entitled to or can access the organization's
resources, is legally obligated or has otherwise assumed the obligation to finance deficits
of, or provide financial support to the organization, or is obligated in some manner for the
debt of the organization). If an organization is fiscally dependent on Shelby County, the
County is considered financially accountable regardless of whether the organization has
(1) a separately elected governing board, (2) a governing board appointed by a higher
level of goverament, or {3) a jointly appointed board.

The County's reporting entity includes the County's governing board and its component
units for which the County is financially accountable under the definition described above.
The discretely presented component unit is reported in a separate column in the
government-wide financial statements to emphasize that it is legally separate from the
County.

Blended Units
Shelby County Airport Commission (SCAC)

Financial reporting for the Shetby County Airport Commission (SCAC) is blended with the
primary government financial statements. The SCAC operates a landing field. Three
members of the Shelby County Board serve as trustees of the SCAC. SCAC assets and
activities are reported in the Airport Special Revenue Fund.

Shelby County Heaith Department (SCHD)

The County Board members appoint the Shelby County Health Board and approve the
appropriations for the SCHD. In addition, the County Treasurer’s office maintains the
accounting records of the SCHD. The payroll of the SCHD is included with and
processed with the County's payroll. The SCHD funds have been included in the
County's reporting entity as special revenue funds.
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SHELBY COUNTY, ILLINOIS
NOTES TO BASIC FINANCIAL STATEMENTS
AUGUST 31, 2016

Note 1 — Summary of Significant Accounting Policies (continued)

Discretely Presented Component Unit

The discretely presented component unit included in the County's financial statements is
the Shelby County Office of Tourism (SCOT). The SCOT encourages and promotes
tourism in the Shelby County area. All members of the SCOT board are selected by the
chairman of the Shelby County Board and approved by the Shelby County board
members. SCOT employees manage the assets and maintain the accounting records
and payroli records for SCOT. The SCOT does not issue separate financial statements.

B, Related Organizations

The County Board Chairman and County Board make appointments of the governing
boards of a number of fire protection, drainage and other districts. Even though the
County Board may appoint a majority of the members of the respective districts, the
members do not serve at the discretion of the County Board, that is, they can be
removed only for cause. There are no indications that the County Board can impose its
will over these districts and, therefore, has no financiaf accountability. These units are
not considered units of Shelby County, lffinois.

C. Basis of Presantation

The County's basic financial statements include both the government-wide and fund
financial statements. The County’s general and special revenue funds are classified as
governmental activities. The County does not have any enterprise or internal service
funds to report.

Separate financial statements are provided for governmental funds and fiduciary funds,
even though the latter are excluded from the government-wide financial statements.
Major individual governmental funds are reported as separate columns in the fund
financial statements. Nonmajor funds are aggregated and presented in a single column.
Fiduciary fund assets are being held for the benefit of a third party and cannot be used to
address activities or obligations of the government.

The government-wide financial statements (i.e., the statement of net position-modified
cash basis and the statement of activities-modified cash basis) report information on all
of the nonfiduciary activities of the primary government and its component unit. For the
most part, the effect of interfund activity has been removed from these statements.
Governmental activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a significant
extent on fees and charges for support. Shelby County does not have any business-fype
activities. Likewise, the primary government is reported separately from its legally
separate component unit for which the primary government is financially accountable.

23




SHELBY COUNTY, ILLINGIS
NOTES TO BASIC FINANCIAL STATEMENTS
AUGUST 31, 2016

Note 1 — Summary of Significant Accounting Policies (continued)

The statement of activities demonstrates the degree to which the direct disbursements of
a given function or segment are offset by program receipts. Direct disbursements are
those that are clearly identifiable with a specific function or segment. Program receipts
include (1) charges to customers or applicants who purchase, use or directly benefit from
goods, services, or privileges provided by a given function or segment and (2) operating
and capital grants and contributions that are restricted to meeting the operational or
capital requirements of a particular function or segment. Taxes and other items not
properly included among program receipts are reported instead as general receipts.

D. Fund Accounting

The accounts of the County are organized on the basis of funds, each of which is
considered a separate accounting entity. The operations of each fund are accounted for
with a separate set of self-balancing accounts that comprise its assets, liabilities, fund
equity, receipts, and disbursements. Government resources are allocated to and
accounted for in individual funds based upon the purposes for which they are to be spent
and the means by which spending activities are controlled. The various funds are
summarized by type in the basic financial statements. The foltowing fund types are used
by the County:

Governmental Funds

Governmental funds are those funds through which most governmental functions
typically are financed. The acquisition, use and balances of the County's expendable
financial resources and the related current liabilites are accounted for through
governmental funds. The measurement focus is on determination of “financial fiow".
The county's major governmental funds are:

The General Fund is the County’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 County Health Fund is used to account for receipts and disbursements
pertaining to the general operation of the Shefby County Health Department. The
basic purpose of the Department is the protection and improvement of the public
heaith in the County.

The County Highway Fund is used to account for receipts and disbursements
pertaining to the general operation in the Shelby County Highway Department. The
basic purpose of the Department is the maintenance and construction of roads and
bridges in the County.

The Mental Health Fund is used to account for receipts and disbursements
pertaining to the Mental Health Fund. The basic purpose of the Department is to
provide for the community health facilities and services for the mentally chaflenged in
the County.
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The Rural Transportation Fund is used to account for receipts and disbursements
pertaining to Rural Transpartation. The basic purpose of the fund is to provide public
transportation for the residents of the county.

Fiduciary Funds

Fiduciary funds include private-purpose trust and agency funds. Private-Purpose Trust-
Funds are used to report all trust agreements under which principal and income benefit
individuals, private organizations, or other governments. Agency funds are purely
custodial (assets equal liabilities) and thus, do not involve measurement of results of
operations. Agency funds are used to account for assets held by the County in a trustee
capacity or as an agent for individuals, private organizations, other governments, anfor
other funds.

E. Basis of Accounting

Basis of accounting refers to when receipts and dishursements are recognized in the
accounts and reported in the financial statements. Basis of accounting relates to the
timing of the measurements made, regardless of the measurement focus applied.

The government-wide financial statements are reported using the economic resources
measurement focus and the modified cash basis of accounting. Receipts are recorded
when received and disbursements are recorded when checks are written. Capital assets
are capitalized when purchased and depreciation is recognized over the estimated useful
lives of the assets. Long-term liabilities are recognized when cash proceeds are
received or the liabilities are incurred.

Governmental fund financial statements are reported using the current financial
resources measurement focus and the medified cash basis of accounting. Receipts are
recorded when received and expenditures are recorded when checks are written. Only
assets representing a right to receive cash arising from a previous payment of cash are
recorded as assets. In the same manner, only liabilities resulting from previous cash
transactions are recorded as liabilities.

Financial statements prepared on the modified cash basis of accounting are not intended
to present financial position and results of operations in accordance with accounting
principles generally accepted in the United States of America.

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 conffict with or contradict guidance of the Governmental
Accounting Standards Board. Governments also have the option of following
subsequent private-sector guidance for their business-type activities and enterprise
funds, subject to this same limitation. The County has elected not to follow subsequent
private-sector guidance as the County does not have any business-type activities and
enterprise funds as of August 31, 2018,

When both restricted and unrestricted resources are available for use, it is the County's
policy to use restricted resources first, then unrestricted resources as they are needed.
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F.

Budgets and Budgetary Accounting

Shelby County follows these procedures in establishing the budgetary data reflected in
these financial statements.

1. Prior to September 1, a proposed operating budget is prepared for the general fund
and special revenue funds. This operating budget includes proposed disbursements
for each line item in the general fund and major disbursement categories in the
special revenue funds, and the proposed amount of real estate taxes to levy. No
formal budgets are prepared for any funds other than the general fund and special
revenue funds.

2. Public hearings are conducted through July and August to obtain taxpayer
comments.

3. In September, the budget is legally enacted through the passage of an appropriation
ordinance and a tax levy ordinance.

4. Budgets are adopted on the modified cash basis of accounting.

5. Budgets lapse at year end. Shelby County reappropriates the following year any
unperformed contracts, commitments or any other encumbrances.

6. The County Board determines any amendments that may be made to the budget.
Evaluation and financial control is also determined at the County Board level.

7. Formal budgetary integration is employed as a management control device during
the year.

The original budget was adopted on August 12, 2015, the final budget on August 10,
2016. Both original and final amended budgets are presented as approved by the County
Board.

Cash and Cash Equjvalents

For the purpose of financial reporting, “cash and cash equivalents" includes all demand
and savings accounts and certificates of deposit or short-term investments with an
original maturity of three months or less,

Investments

Investments are recorded in accordance with GASB Statement No. 72, Fair Value
Measurement and Application. Accordingly, the change in fair value of investments is
recognized as an increase or decrease to investment assets and investment income.
Gains or losses on the sale of investments are recognized upon realization. The County
has adopted a formal written investment policy. The institutions in which investments are
made must be approved by the County Board. Investments consist of interest bearing
time deposits with original maturities exceeding three months and investments in
external investment pools, which are exempt from GASB Statement No. 72 fair value
measurements.
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Inventory

The Cotinty does not maintain inventories of supplies and materials with the exception of
the value of the Real Estate Tax Stamps as held by the County Clerk's office. The tax
stamp inventory is reported at cost using the specific identification method.

Interfund Receivables and Payables

Activities between funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal year are referred to as "due to/from funds” on the
governmental funds statement of assets, liabilities and fund batance - modified cash
basis.

Notes Receivable

The County has notes receivable that are recorded as an asset on the government-wide
statement of net assets-modified cash basis. in the fund financial statements, principal
and interest payments are recorded as receipts in the Statement of Revenues Received,
Expenditures Disbursed and Changes in Fund Balance.

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets, (e.g.,
roads, bridges, and simitar items) are reported in the applicable governmental columns in
the government-wide financial statements. Capital assets are defined by the County as
assets with an initial, individual cost of more than $5,000 (amounts not rounded) and an
estimated useful life in excess of one year. Such assets are recorded at historical cost or
estimated historical cost if actual historical cost is not available. Donated capital assets
are recorded at estimated fair market value at the date of donation.

Property, plant, and equipment of the County, as well as the component unit, are
depreciated using the straight-line method over the following estimated useful lives:

Assets Years
Buildings and Improvements 10-50
Land Improvements 15
Equipment and Vehicles 3-10
Infrastructure - Highways, Bridges, etc. 20-50
Law Enforcement Canine 8
Orthoimagery 5

The cost of normal maintenance and repairs that do not add to the value of the assetor
materially extend asset lives are not capitalized. Improvements are capitalized and
depreciated over the remaining useful lives of the related capital assets, if applicable.

Long-Term Obligations

In the government-wide financial statements, long-term debt and other long-term
obligations are reported as liabilities in the governmental activities statements of net
assets-modified cash basis. Bond premiums and discounts, as well as issuance costs,
are deferred and amortized over the life of the bonds.
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N.

In the fund financial statements, governmental fund types recognize the face amount of
debt issued as other financing sources. Premiums received on debt issuances are
reported as other financing sources while discounts on debt issuances are reported as
other financing uses. Issuance costs, whether or not withheld from the actual debt
proceeds received, are reported as debt service expenditures.

Capital Leases

Leases, which are in effect financing agreements under the provisions of Accounting
Standards Codification Topic 840 (ASC 840), are recorded as capital leases. The
present value of the asset and liability at the inception of the |lease are recorded on the
County's statement of net assets -modified cash basis.

Interfund Transfers

The interfund transfers shown in the financial statements are categorized as operating
transfers. Operating interfund transfers are those routine kinds of transfers made
between funds due to the unique relationships between the funds involved. These
transfers have not been recorded as loans with interfund repayment requirements,

Use of Estimates

The preparation of financial statements with the modified cash basis of accounting
requires the County to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosures of contingent assets and liabifities at the
date of the financial statements and the reported amounts of revenues received and
expenditures disbursed during the reporting period. Actual results could differ from these
estimates.

Fund Equit
Fund Balances

Governmental Accounting Standards Board Statement No. 54, “Fund Balance Reporting
and Governmental Fund Type Definitions," requires fund balances on the governmental
fund financial statements to be classified into five major classifications: Nonspendable
Fund Balance; Restricted Fund Balance; Committed Fund Balance; Assigned Fund
Balance; and Unassigned Fund Balance.

1. Nonspendable Fund Balance

The nonspendable fund balance classification includes amounts that cannot be spent
because they are either (a) not in spendable form or (b) legally or contractually
required to be maintained intact. The “notin spendabte form” criterion includes items
that are not expected to be converted to cash, for example inventories and prepaid
amounis.
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2. Restricted ¥und Balance

The restricted fund balance classification refers to amounts that are subject to outside
restrictions, not controlled by the entity. Things such as restrictions imposed by
creditors, grantors, contributors, or laws and regulations of other governments, or
imposed by law through constitutional provisions or enabling fegislation.

3. Committed Fund Balance

The committed fund balance classification refers to amounts that can only be used for
specific purposes pursuant to constraints imposed by formal action of the
government's highest level of decision making authority (the County Board). Those
committed amounts cannot be used for any other purpose unless the government
removes or changes the specified use by taking the same type of formal action it
employed to previously commit those amounts.

The County Board commits fund balance by making motions or passing resolutions to
adopt policy or to approve contracts. Committed fund balance also incorporates
contractual obligations to the extent that existing resources in the fund have been
specifically committed for use in satisfying those contractual requirements,

4. Assigned Fund Balance

The assigned fund balance classification refers to amounts that are constrained by
the government's intent to be used for a specific purpose, but are neither restricted
nor committed. Intent may be expressed by (a) the County Board itself or (b) by an
official or body to which the governing body delegates the authority.

5. Unassigned Fund Balance

The unassigned fund balance classification is the residual classification for amounts
in the General Operating Funds for amounts that have not been restricted, committed,
or assigned to specific purposes within the individual funds.

Unless specifically identified, expenditures act to reduce restricted balances first, then
committed balances, next assigned balances, and finally act to reduce unassigned
balances. Expenditures for a specifically identified purpose will act to reduce the
specific classification of fund balance that is identified.

Net Position

in the government-wide financial statements, net position represent the difference
between assets and liabilittes. Net position invested in capital assets, net of related debt,
consists of capital assets, net of accumulated depreciation, less outstanding principal of
related debt. Restricted net position has a limited use due to restrictions imposed by
outside third-parties, such as creditors or grantors, or restrictions imposed by law through
enabling tegislation.
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Note 2 - Property Taxes

Property taxes are levied by the Shelby County Board and are collected by the Shelby County
Treasurer.

Property tax revenues are recognized when they are received on the modified cash basis of
accounting. Taxes levied and uncollected are not carried as an asset of the related fund.

Property taxes collected in calendar years 2014 and 2015 attached as an enforceable lien on
property as of January 1, 2013 and 2014, respectively. These taxes were required to be levied
by the County prior to the last Tuesday in December. The 2014 and 2015 levies were adopted
by the County in September, 2013 and September, 2014. Property taxes were due from
property owners in two instaliments in July and September. The property tax receipts for the
year ending August 31, 20186, as shown in the financial statements, consist of two distributions
from the 2014 levy and one distribution from the 2015 levy. Property taxes are distributed from
August through December,

Taxes become a lien against property if not paid by the date of the tax sale. Shelby County's
tax sale was held on December 8, 2015,

The Property Tax Extension Limitation Law of the State of lllinois, as amended (PTELL}), limits
the amount of annual increase in property taxes to be extended for certain illinois non-home
rule units of government, including Shelby County. In general, the PTELL restricts the amount
of a property tax extension increase to the lesser of 5% or the percentage increase in the
Consumer Price Index for Urban Consumers during the preceding calendar year. Tax levies
may also be increased due to assessed valuation increases from new construction,
referendum approval, and consolidation of local government units.

The effect of the PTELL is to limit the growth of the amount of property taxes that can be
extended for a taxing body. The PTELL was effective for Shelby County for property taxes
levied after 2000.

The following are the assessed valuations and tax rates applicable to the various levies per
$100 of assessed valuation for the property tax collections included in these financial
statements:
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2015
Maximum 2015 Levy 2014 Levy

Assessed Valuation $351,201,643 $339,048.271

Property Tax Rates:
Extension Education 05000 02089 .02163
County Untimited 42958 46891
County Highway .20000 09031 09443
County Bridge 25000 04156 04217
Federal Aid .05000 .04822 04995
County Health 17500 08628 .09031
Municipal Retirement Unlimited 17085 15043
Airport .25000 01184 01226
Mental Health .15000 14380 14985
Social Security Unlimited 08543 08701
Tort Immunity Insurance Unlimited 03303 03274
Workers' Comp. Insurance Tax Unlimited 02335 .02301
Unemployment Insurance Act Unlimited 011439 .01564
Total County Rate 1.19653 1.23834
Ambulance 25000 £.01938 0.01973

Extension Education tax levy is a part of the total County rate. The revenues are paid directly
to the Extension Education Office and are not included in the County property tax total.

Note 3 - Cash and Investments

Cash and Cash Equivalents and investments as of August 31, 2016 consist of the following:

Primary Component
Government Unit
Cash on Hand $ 6,276 $ 250
Deposits with financial institutions 10,857,295 32,697
Sub-Total Governmental Activities $ 10,863,571 $ 32,847
Fiduciary Funds
Deposits with financial institutions 7,928,268 --
External investment Peool 76,408 -
8,004,674 -
Total $ 18,868,245 32.8

Investments Authorized by Hlinois Compiled Statutes and the County's Investment

Policy

The County is allowed to invest in securities as authorized by 30ILCS 235/2 and 235/6 of the
lilinois Compiled Statutes. The County’s investment policy is consistentwith Minois Compifed

Statutes.
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Disclosures Relating to Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair
value of an investment. Generally, the longer the maturity of an investment, the greater the
sensitivity of its fair value to changes in market interest rates. The County’s investment policy
does not specifically address interest rate risk; however, one of the ways that the County
manages its exposure to interest rate risk is by fimiting its purchases of long term
investments. At August 31, 2016 the Counly's investments were deposits in financial
institutions. The deposits are all demand deposits with the exception of the following:

Maturity Date

Certificate of Deposit $ 21,327 November 19, 2016

Certificate of Deposit 10,000 January 4, 2017

Certificate of Deposit 125,000 February 11, 2017

Certificate of Deposit 23,766 February 15, 2017
$ 180,093

None of the County’s investments are highly sensitive to interest rate fluctuations.
Disclosure Relating to Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to
the holder of the investment. This is measured by the assignment of a rating by a nationally
recognized statistical rating organization. The County's investment policy requires the
Treasurer to use investments approved for governmental units as set forth in the most
current issue of the Hlinois Compiled Statutes including Securities £xchange Commission
registered and AAA rated by Fitch and Standard & Poor's mutual funds consisting of U.S.
Government Treasuries, As the County's investments are all deposits with financial
institutions, the investments are not subject to credit risk rating.

Concentration of Credit Risk
The investment policy of the County contains no limitations on the amount that can be

invested in any one issuer. Deposits with financial institutions are not subject to credit risk
rating.
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Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository
financial institution, a government will not be able to recover its deposits or will not be able to
recover collateral securities that are in the possession of an outside party. iffinois Compited
Statutes and the County's investment policy do not contain legal or policy requirements that
would limit the exposure to custodial credit risk for deposits. The County’s investment policy
leaves to the discretion of the Treasurer whether or not collateral will be required of financial
institutions receiving County funds.

As of August 31, 2018, $17,271,741 of the County's deposits with financial institutions in
excess of federal depository insurance limits were held in accounts collateralized by
securities held by the pledging financial institution.

Investment in External Investment Pool

The County is a voluntary participant in the lllinois Funds Money Market Fund, a money
market fund created in 1975 by the lliinois General Assembly to permit participants to pool
their investment funds. The lllinois Funds Money Market Fund invests in U.S. Treasury bills
and notes backed by the full faith and credit of the U.S. Treasury and in fully collateralized
time deposits in lilinois financial institutions, in collateralized repurchase agreements, and in
treasury mutual funds that invest in U.S. Treasury obligations and collateralized repurchase
agreements. The time deposits are collateralized 105% over FDIC or FSLIC $250,000
insurance with U.S. Treasury obligations and marked to market on a weekly basis to maintain
sufficiency. The repurchase agreements are collateralized at 102% with U.S. Treasury
obligations and the collateral is checked daily to determine sufficiency. The individual
participant's maintain separate investment accounts representing a proportionate share of
the pool assets and its respective collateral; therefore, no collateral is identified with each
individual participant’s account. The value of the County’s investment in this pool is reported
at cost, which approximates market. Investors are not required to maintain minimum account
balances. The fair value of the County's position in the pool is the same as the value of the
pool shares.

Foreign Currency Risk
Foreign curréncy risk is the risk that changes in foreign exchange rates will adversely affect
the fair values of an investment or deposit. None of the County's investments are directly

subject to foreign currency risk. The County’s investment policy does not address foreign
currency risk.
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The County had the following note receivable outstanding at August 31, 2016:

Due
Within Due Over
Whitetail Crossing, Inc One Year One Year Total
The terms of this loan agreement require 10
annual instaliments of $7,048.77 including
interest of 3% commencing on June 1, 2007 until
June 1, 2016.

$7,273 $ - $7,273

Willow Ridge Vinevards and Winery

The original terms of this loan agreement require

four annual installments of $15,272, including

interest at 3%, and a final payment of $85,132.

Payments began on May 26, 2007 with the final

payment due May 26, 2011. On May 26, 2011,

the terms of this loan agreement were modified

requiring six annual installiments of $12,898,

including interest at 3% commencing on May 26,

2012 until May 27, 2017. In fiscal year 2016 the == - --
loan was paid in full.

$ 7273 3 - § 7273

Note 5 — Capital Assels

Capital assets activity for the year ended August 31, 2016 was as follows:

Balance Balance
September 1, August 31,
2015 Increases Decreases 2016
Primary Government
Government activities:
Capital assets not being
depreciated:
Land $ 3,414,046 $ - % -~ § 3,414,046
Work In Process 480,841 32.609 480,841 32,609

$ 3894887 $ 32609 $480841 $ 3,446.655
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Balance Balance
September 1, August 31,
2015 Increases  Decreases 20186
Capital assets being
depreciated:
Buildings & Improvements$ 5,749,236 $ 612,169 3§ - % 6,361,405
Vehicles 2,454,342 753,798 {121,588) 3,086,550
Maintenance Vehicles 780,602 57,200 -- 837,802
Infrastructure 9,006,647 2,025,350 - 11,031,997
Equipment 2,251,900 158,288 - 2,410,188
Law Enforcement Canine 23,000 - - 23000
Totat Capital Assets Being
Depreciated $20,265,727 $3.606.803 § (121.588) $ 23,750,942
Less: Accumulated Depreciation:
Buildings & tmprovements $ (2,026,601) $(162,865) 3 -~ ${2,189,466)
Vehicles (1,886,748} (231,572) 121,588 {1,896,732)
Maintenance Vehicles {721,456) (32,923) -- (754,379)
Infrastructure (1,641,088) (261,158) - (1,902,2486)
Equipment (1,897,5625) {95,370) - (1,992,895)
Law Enforcement Canine (10,234) (3,512) - (13.746)
Total Accumulated
Depreciation $(8,183.652) $ (787,400) $ 121588 $ (8,849,464)
Total Capital Assets
being Depreciated, net $ 12,082,075 $2.819403 § - 514901478

Governmental Activities
Capital Assets, net

Depreciation expense was charged to the functions/programs of the Primary Government as

follows:

Governmental activities:
General Government
Public Safety

Public Works/Transportation

Corrections
Judiciary
Health and Welfars

$15,976,962 $2.852,012 S 480841 §18,348.133

$ 87,872
188,853
495,412

1,268
2,284
12,011
$787.400
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Component Unit

Capital assets activity of Shelby County Office of Tourism for the year ended August 31,
2016 was as follows:

Balance Balance
September 1, August 31,
2015 Increase Decrease 20186
Capital assets being
Depreciated:
Equipment $ 4820 % - $ - $ 4820
Less: Accumulated Depreciation
Equipment $ (4820) % - 8 ~ $ (4,820)
Capital assets, net % - 3 - $ -- ) --

Note 6 — Short-Term Liabilities

Changes in Shori-Term Debt

The foliowing is a summary of changes in Short-Term Debt of Shelby County for the year
ended August 31, 2016,

Balance Balance
September 1, August 31,
2015 Additions Reductions 2016
Governmental activities:
JD Utility Cab Tractor $ - § 37540 $__ 37540 § -

Utility Cab Tractor

The loan was obtained on September 9, 2015 to finance the purchase of a 2016 John Deere
Utility Cab Tractor. The note is secured by the tractor and requires two annual payments of
$19,563, including interest at the rate of 2.8%. The loan was paid in full during fiscal year
2016.

Legal Debt Margin

The County has a statutorily imposed legal general obligation bond limit of 5.75% of its total
assessed valuation. That limit is approximately 20.2 million dollars leaving 20.2 million
remaining.
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Shelby County participates in two retirement systems; the lllinois Municipal Retirement Fund
(IMRF) and Social Security. Employees who meet prescribed annual hourly standards are
members of IMRF.

A.  Hlinois Municipal Retirement Fund

Plan Description

IMRF Plan Description

The County's defined benefit pension plan for regular employees provides retirement
and disability benefits, post-retirement increases, and death benefits to plan
members and beneficiaries. The County's plan is managed by the [llinois Municipal
Retirement Fund (IMRF), the administrator of a multi-employer public pension fund.
A summary of IMRF's pension benefits is provided in the “Benefits Provided" section
of this document. Details of all benefits are available from IMRF. Benefit provisions
are established by statute and may only be changed by the General Assembly of the
State of lllinois. IMRF issues a publicly available Comprehensive Annual Financial
Report that includes financial statements, detailed information about the pension
plan’s fiduciary net position, and required supplementary information. The report is
available for download at www.imrf.org.

Benefits Provided

IMRF has three benefit plans. The vast majority of IMRF members participate in the
Regular Plan (RP). The Sheriff's Law Enforcement Personnel (SLEP) plan is for
sheriffs, deputy sheriffs, and selected police chiefs. Counties could adopt the
Elected County Official (ECO) plan for officials elected prior to August 8, 2011 (the
ECO plan was closed to new participants after that date).

All three IMRF benefit plans have two tiers. Employees hired before January 1,
2011, are eligible for Tier | benefits. Tier | employees are vested for pension benefits
when they have at least eight years of qualifying service credit. Tier | employees
who retire at age 55 (at reduced benefits) or after age 60 (at full benefits) with eight
years of service are entitled to an annual retirement benefit, payable monthly for life,
in an amount equal to 1-2/3% of the final rate of earnings for the first 15 years of
service credit, plus 2% for each year of service credit after 15 years to a maximum of
75% of their final rate of earnings. Final rate of earnings is the highest total earnings
during any consecutive 48 months within the last 10 years of service, divided by 48.
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Under Tier 1, the pension is increased by 3% of the original amount on January 1
every year after retirement.

Employees hired on or after January 1, 2011, are eligible for Tier 2 benefits. For
Tier 2 employees, pension benefits vest after ten years of service. Participating
employees who retire at age 62 (at reduced benefits) or after age 67 (at full benefits)
with ten years of service are entitled to an annual retirement benefit, payable monthly
for life, in an amount equal to 1-2/3% of the final rate of earnings for the first 15
years of service credit, plus 2% for each year of service credit after 15 yearsto a
maximum of 75% of their final rate of earnings. Final rate of earnings is the highest
total earnings during any 96 consecutive months within the last 10 years of service,
divided by 96. Under Tier 2, the pension is increased on January 1 every year after
retirement, upon reaching age 67, by the /essor of:

. 3% of the original pension amount, or
* ¥ of the increase in the Consumer Price Index of the original pension
arnournt.

Employees covered by Benefit Terms

As of December 31, 2015, the following employees were covered by the benefit terms:

Regular Plan IMRF

Retirees and Beneficiaries currently receiving benefits 74
inactive Plan Members entitled to but not yet receiving benefits 3
Active Members 79
Total 184
ECO Plan IMRF

Retirees and Beneficiaries currently receiving benefits 11
inactive Plan Members entitied to but not yet receiving benefits 2
Active Members 0
Total 13
SLEP Plan IMRF

Retirees and Beneficiaries currently receiving benefits 18
Inactive Plan Members entitled to but not yet receiving benefits 4
Active Members 13
Total 35
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Contributions

As set by statute, the County's Regular Plan Members are required to contribute 4.5%
of their annual covered salary. The statute requires employers to contribute the amount
necessary, in addition to member contributions, to finance the retirement coverage of its
own employees. The County’'s annual contribution rate for calendar year 2015 was
12.14%. Forthe fiscal year ended August 31, 2016, the County contributed $395,388 to
the plan. The County also contributes for disability benefits, death benefits, and
supplemental retirement benefits, all of which are pooled at the IMRF level,
Contribution rates for disability and death benefits are set by IMRF’s Board of Trustees,
while the supplemental retirement benefits rate is set by statute,

As set by statute, the County's ECO Plan Members are required to contribute 7.5% of
their annual covered safary. The statute requires employers to contribute the amount
necessary, in addition to member contributions, to finance the retirement coverage of its
own employees. The County's annual contribution rate for calendar year 2015 was
17.41%. No ECO wages were paid during calendar year 2015 or fiscal year 2016;
however, for 2018 the County was required to make a monthly minimum contribution of
$22,603. For the fiscal year ended August 31, 20186, the County contributed $272,321
to the plan. The County also contributes for disability benefits, death benefits, and
supplemental retirement benefits, all of which are pooled at the IMRF level.
Contribution rates for disability and death benefits are set by IMRF's Board of Trustees,
while the supplemental retirement benefits rate is set by statute.

As set by statute, the County's SLEP Plan Members are required to contribute 7.5% of
their annual covered salary. The statute requires employers to contribute the amount
necessary, in addition to member contributions, to finance the retirement coverage of its
own employees. The County’s annual contribution rate for calendar year 2015 was
12.62%. For the fiscal year ended August 31, 2018, the County contributed $82,846 to
the plan. The County also contributes for disability benefits, death benefits, and
supptemental retirement benefits, alt of which are pooled at the IMRF level
Contribution rates for disability and death benefits are set by IMRF's Board of Trustees,
while the supplemental retirement benefits rate is set by statute.

Net Pension Liability

The County’s net pension liability was measured as of December 31, 2015. The total
pension liability used to calculate the net pension liability was determined by an actuarial
valuation as of that date.
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Actuarial Assumptions

The following are the methods and assumptions used to determine total pension liability
at December 31, 2015:

The Actuarial Cost Method used was Entry Age Normal

The Asset Valuation Method used was Market Value of Assets,

The Inflation Rate was assumed to be 2.75%.

Salary Increases were expected to be 3.75% to 14.50%, including infiation.
The Investment Rate of Return was assumed to be 7.48%

Projected Retirement Age was from the Experience-based Table of Rates,
specific to the type of eligibility condition, last updated for the 2014 valuation
according to an experience study from years 2011 to 2013.

For Non-disabled Retirees, an IMRF specific mortality table was used with
fully generational projection scale MP 2014 (base year 2014). The IMRF
specific rates were developed from the RP-2014 Blue Collar Health
Annuitant Mortality Table with adjustments to match current IMRF
experience.

For Disabled Retirees, an IMRF-specific mortality table was used with fully
generational projection scale MP-2014 (base year 2014). The IMRF-
specific rates were developed from the RP-2014 Disabled Retirees Mortality
Table, applying the same adjustments that were applied for non-disabled
lives.

For Active Members, an IMRF-specific mortality table was used with fully
generational projection scale MP-2014 (base year 2014). The IMRF-
specific rates were developed from the RP-2014 Employee Mortality Table
with adjustments to match current IMRF experience.
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The long-term expected rate of return on pension plan investments was
determined using a building-block method in which best-estimate ranges of
expected future real rates of return {expected returns, net of pension plan
investment expense, and inflation) are developed for each major asset
class. These ranges are combined to produce the long-term expected rate
of return by weighting the expected fuiure real rates of return to the target
asset allocation percentage and adding expected inflation. The target
allocation and best estimates of geometric real rates of return for each
major asset class are summarized in the following table as of December 31,
2015:

Portfolio Long-Term

Target Expected Real

Asset Class Percentage | Rate of Return

Domestic Equity 38% 7.30%

International Equity 17% 7.58%

Fixed Income 27% 3.00%

Real Estate 8% 6.00%

Alternative Investments 9% 2.75-8.15%

Cash Equivalents 1% 2.25%
Total 100%

Single Discount Rate

A Single Discount Rate of 7.5% was used to measure the total pension kability. The
projection of cash flow used to determine this Single Discount Rate assumed that the
plan members' contributions will be made at the current contribution rate, and that
employer contributions will be made at rates equal to the difference between actuarially
determined contribution rates and the member rate. The Single Discount Rate reflects:

1.

The long-term expected rate of return on pension plan investments {during
the period in which the fiduciary net position is projected to be sufficient to
pay benefits), and

The tax-exempt municipal bond rate based on an index of 20-year general
obligation bonds with an average AA credit rating (which is published by the
Federal Reserve) as of the measurement date (to the extent that the
contributions for use with the long-term expeacted rate of return are not met).

For the purpose of the most recent valuation, the expected rate of return on plan
investments is 7.5%, the municipal bond rate is 3.57%, and the resulting single discount
rates are Regular 7.48%.; ECO 7.06%; and SLEP 7.50%.
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Changes in the Net Pension Liability

Total Plan
Pension Fiduciary Net | Net Pension
- Liability Position Liability
Regular Plan (A) (B) {A) - (B)
Balances at December 31, 2014 $17,135,363 $15,864,794 $1,270,569
Changes for year:
Service Cost 346,362 - 346,362
Interest on the Total Pension
Liability 1,269,826 - 1,269,826
Changes of Benefit Terms -- -- --
Differences Between Expected
and Actual Experience of the
Total Pension Liability 276,869 -- 276,869
Changes of Assumpticns 22,760 - 22,760
Contributions — Employer -= 414,553 {414,553)
Contributions — Employees - 161,233 {151,233)
Net Investment Income -- 78,064 {78,964)
Benefit Payments, including
Refunds of Employee
Contributions {709,855) {709,855) -
Other {Net Transfer) -- {184,634) 184,634
Net Changes $ 1205962 | $  (249739) | $ 1455701
Balances at December 31, 2015 | $18,341,325 315,615,055 $2.726,270
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Total Plan
Pension Fiduciary Net | Net Pension
Liahility Position Liability
ECO Plan (A) (B) {A) - {B)
Balances at December 31, 2014 $ 4,969,433 $ 2,155,958 $2,813,475
Changes for year;
Service Cost - -- -~
Interest on the Total Pension
Liability 330,713 -~ 330,713
Changes of Benefit Terms == - -~
Differences Between Expected
and Actual Experience of the
Total Pension Liability 104,007 -- 104,007
Changes of Assumptions {45,085) - {45,085)
Contributions —~ Employer -~ 276,801 {276,901)
Contributions — Employees - -- =
Net Investment Income -- 10,383 (10,383)
Benefit Payments, including
Refunds of Employee
Contributions {435,629) (435,629) -
Other (Net Transfer) -- 391,238 (391,238)
Net Changes 3 (45,994) $ 242893 | $  (288.887)
Balances at December 31,
2015 $4.923.439 $ 2398851 $ 2,624 588
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Total Plan
Pension Fiduciary Net | Net Pension
Liability Position Liability
SLEP Plan {A) {B) {A) —(B)
Balances at December 31, 2014 $ 3,836,132 $ 4,161,800 $ (225,668)
Changes for year:
Service Cost 111,643 - 111,643
Interest on the Total Pension
Liability 293,662 -- 293,662
Changes of Benefit Terms -- -~ -
Differences Between Expected
and Actual Experience of the
Total Pension Liability 240,639 -- 240,639
Changes of Assumptions -- - ==
Contributions — Employer -- 90,067 {90,067)
Contributions — Employees -- 53,488 {53,488)
Net Investment Income -= 20,786 {20,786)
Benefit Payments, including
Refunds of Employee
Contributions (152,922) (152,922) -
Other (Net Transfer) -- (76,619) 76,619
Net Changes $ 493,022 $ (65200)) $ 5587222
Balances at December 31,
2015 $4,429 154 $ 4006600 3 332554

Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The following presents the plans' net pension fiability, calculated using a Single Discount
Rates of 7.48%, 7.06% and 7.50%, respectively, as well as what the plans’ net pension
fiability would be if it were calculated using a Single Discount Rate that is 1% lower or

1% higher:
Current
1% L.ower Discount 1% Higher
Regular Plan {6.48%) {7.48%) (8.48%)
Net Pension Liability $5,195,343 $2,726,270 $699 519
Current
1% Lower Discount 1% Higher
ECO Plan (6.06%) (7.06%) (8.06%)
Net Pension Liability $3,014,236 $2,524,588 $2,112,076
Current
1% Lower Discount 1% Higher
SLEP Plan (6.50%) {7.50%) (8.50%)
Net Pension Liability $1,005,912 $332,554 $(212,087)
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Pension Expense, Deferred Outflows of Resources, and Deferred Inflows of

Resources Related to Pensions

For the fiscal year ended August 31, 2016, the County recognized pension expense
of $749,896. For the year ended December 31, 2015 under GASB No. 68, the
County recognized pension expense of $1,012,685. At August 31, 2016, the County
reported deferred outflows of resources and deferred inflows of resources related to
pensions from the following sources:

Regular Plan

Net Deferred

Deferred Deferred Qutflows or
Deferred Amounts Related to Qutflows of Inflows of {inflows) of
Pensions Resources Resources Resources
Deferred Amounts fo be
Recognized in Pension
Expense in Future Periods
Differences between expected
and actual experience 5 211,418 $ 80,638 S 121,779
Changes of assumptions 317,374 - 317,374
Net difference between
projected and actual earnings
on pension plan investments 1,007 143 == 1,007,143
Total Deferred Amounts to be
recognized in pension expense in
future periods $1,535.835 3 89,639 $ 1,446,296
Pension Contributions macde
subsequrent to the
Measurement Date $ 256,150 3 - $ 256,150
Total Deferred Amounts Related
to Pensions $1,792,085 $ 89,639 $1,702,446
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ECO Plan

Deferred Amounis Related to
Pensions

Deferred
Qutflows of
Resources

Deferred
Inflows of
Resources

Net Deferred
Outflows or
{Inflows) of
Resources

Deferred Amounts to be
Recognized in Pension
Expense in Future Periods

Differences befween expected
and actual experience

Changes of assumptions

Net difference between
projected and actual earnings
on pension plan investments

146,936

146,936

Total Deferred Amounts to be
recognized in pension expense in
future periods

$ 146,936

3 146,936

Pension Contributions made
subsequent to the
Measurement Date

$ 180,021

$ 180,021

Total Deferred Amounts
Related to Pensions

$ 326,957

$ 326,957
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SLEP Plan
Net Deferred
Deferred Deferred Outflows or
Deferred Amounts Related to Outflows of inflows of {inflows) of
Pensions Resources Resources Resources
Deferred Amounts to be
Recognized in Pension
Expense in Future Periods
Differences between expected
and actual experience $ 193,788 $ 12,759 $ 181,027
Changes of assumptions 40,391 -= 40,391
Net difference between
projected and actual earnings
on pension plan investmenis 263,723 -- 263,723
Total Deferred Amounts to be
recognized in pension expense in
future periods $ 497,900 $ 12,759 $ 485,141
Pension Contributions made
subsequent to the
Measurement Date 3 51937 3 -- $ 51937
Total Deferred Amounts Related
to Pensions $ 549,837 $ 12,759 $ 537,078
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Not including pension contributions made subsequent to the measurement date,
under GASB No. 68, amounts reported as deferred outflows of resources and
deferred inflows of resources related to pensions will be recognized in pension
expense in future periods as follows:

Regular Plan
Net Deferred
Qutflows of
Year Ending December 31 Resources
20186 3 430,114
2017 430,114
2018 350,050
2019 236,018
2020 --
Thereafter -
Total $1.446,296
ECO Plan
Net Deferred
Outflows of
Year Ending December 31 Resources
20186 $ 38,310
2017 38,310
2018 38,311
2019 32,005
2020 --
Thereafter —-
Total $146.936
SLEP Plan
Net Deferred
Outflows of
Year Ending December 31 Resources
2016 $ 124,709
2017 124,709
2018 124,710
2018 104,639
2020 6,374
Thereafier --
Total $ 485,141
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B. Social Security
Empioyees not qualifying for coverage under the Iflinois Municipal Retirement Fund
are considered "non-participating employees”. These employees and those
qualifying for coverage under the Illinois Municipal Retirement Fund are covered

under Social Security. The County paid $318,471, the total required employer
contribution for the current year.

Note 8 — Required individual Fund Disclosures

Accounting principles generally accepted in the United States of America require disclosure, as
part of the financial statements, of certain information concerning individual funds including:

A.  Excess of Expenditures over Budgets in Individual Funds

The following instances of overexpending the budget were noted:

Budgeted
Fund Expenditures Amounts QOverexpenditure
Airport $ 197,388 $ 149,000 $ 48,388
Social Security 314,733 305,000 9,733
Sheriff Trust 19,297 -- 19,297
Rescue Squad 4 602 -- 4,602

B. Deficit Fund Balances of Individual Funds
The following funds have deficit balances at August 31, 2016:
Court Security $(13,676)
Law Library (676)

C. Individual Fund Interfund Receivable and Payable Balances

individual fund interfund receivable and payable balances at August 31, 2016 were:

Interfund interfund
Receivables Payables
MAJOR FUNDS:
GENERAL FUND:
Other than Fee Offices $ 53098 § 780
COUNTY HEALTH FUNDS:
Misceltaneous County Heaith $ - 8 3,800
Home Nursing 3,800 -
Total County Health Fund $ 3800 % 3,800
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Interfund Interfund
Receivables Payables
NONMAJOR FUNDS:
SPECIAL REVENUE FUNDS:
Court Security 3 - % 14,000
Law Library -- 1,221
IMRF - 37,877
GIS 780 -
Total Special Revenue Funds - 780 % 53,098
Total b 57.678 3 57 678

The above interfunds receivable and payables are due to loans between funds and
posting errors.

D. Transfers within the Reporting Entity

The composition of interfund transfers for the year ended August 31, 2016 is as follows:

Transfers In Transfers Cut
MAJOR FUNDS:
GENERAL FUND:
QOther than Fee Offices $ 627453 % 5,583
County Clerk -- 284 442
Circuit Clerk - 109,737
Sheriff - 91,274
States Attorney - 149,594
Supervisor of Assessments - 2,200
Total General Fund $§ 527453 3 642,830
COUNTY HIGHWAY FUND:
County Highway $ 300,000 $ -
County Motor Fuel Tax Fund - 300,000
Total County Highway Fund $ 300000 3% 300,000

50



SHELBY COUNTY, ILLINOIS
NOTES TO BASIC FINANCIAL STATEMENTS
AUGUST 31, 20186

Note 8 - Required Individual Fund Disclosures (Continued)

NONMAJOR FUNDS:
SPECIAL REVENUE FUNDS:
Sheriff's Trust 3 -- $ 1,592
DUI Equipment 8,774 “-
Recording 15,668 --
Drug Traffic Prevention 4670 -
GIS 86,174 3,900
Rescue Squad 5583 --
Total Special Revenue Funds $ 120869 3 5492
Total $ 9482322 § 948,322

The above transfers are made primarily for reimbursement of eligible expenditures and
to supplement other fund resources.

Note 9 — Insurance

In accordance with PA91-0628, an analysis of the County's tort immunity activity is as follows:

Tort Immunity Receipts:

Property Tax Collected $ 246,333
Mobile Home Tax Collected 6810
Interest ___
$ 246,970

Tort Expenditures:
Commercial Liability Insurance $ 120,487
Unemployment tax 18,307
Workers’ Compensation Insurance 76,735
Total Expenditures $213.529
Receipts over expenditures $ 33,441
Restricted at September 1, 2015 928 321
Restricted at August 31, 2016 $ 961,762

Note 10 - Risk Management

The County is exposed to various risks of loss including but not limited to, general
liability, property casualty, auto liability, workers' compensation, and public official liability.
To limit exposure to these risks the County purchased commercial insurance for all
coverage's except for workers' compensation.

Shelby County participates in The Illinois Public Risk Fund (IPRF), Iiinois’ largest self-
insured pool, for workers' compensation coverage. The County has pooled their
workers' compensation exposures with over 500 public entities and governmental
agencies. Members of the pool must be public entities or governmental agencies located
within the State of lllinois, are required to participate in a loss prevention and claims
management program, and must have favorable loss experience and be approved by the
Board of Trustees of the Fund. A Board of Trustees elected by Fund participants
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oversees the operation of the Fund and governs it in accordance with State of Ifinois
rules and guidelines. Eighty percent of each IPRF premium doltar is added to the loss
fund while 20% is allocated to the purchase of excess insurance and administration
costs. All investment earnings accrue to the fund. Profits are based on the underwriting
surplus realized by the group and members share in the surplus based upon individual
and overall member claims experience.

There has not been a significant reduction in the County’s insurance coverage as of
August 31, 2018, Also, there have been no settlement amounts which exceeded
insurance coverage in the past three years.

Note 11- Due to Other Governmental Units

The Due to Other Governmental Units shown in the Primary Government column in the
Statement of Net Position-Modified Cash Basis and in the General Fund column of the
Statement of Assets, Liabilities and Fund Balance - Modified Cash Basis in the amount of
$62,929 represents fines and fees collected by the County Circuit Clerk's Office. These funds
are assessed by the Court on individuals, and remitted to applicable external government units
in the subsequent month.

Note 12 - CEFS Agreement

Shelby County is the grant recipient of a Rural Transportation Program Section 18 Operating
Assistance Grant. The grant represents federal funding from the Urban Mass Transportation
Administration and is passed through the lllinois Department of Transportation to the County.
There is a third party agreement between Shelby County and five other participating counties -
Clay, Montgomery, Fayette, Moultrie, and Christian.

The Section 18 Operating Grant allows Fayette, Clay, Shelby, Montgomery, Moulitrie, and
Douglas counties to provide, via CEFS Economic Opportunity Corporation (a service provider),
rural public transportation service.

The Section 18 Operating Grant proceeds and related purchased transportation service
expenditures are accounted for in the "Rural Transportation” Special Revenue Fund.

Note 13 - Commiiments and Contingencies

Highway Department

The Shelby County Board approves township petitions and commits county funds on a cost-
sharing basis for sundry projects. The amount committed for projects at August 31, 2016, is
not reflected in the financial statements but is estimated to be $851,861.

Lease Adgreement - County Health Building

On July 10, 1996, the Sheiby County Board approved the County Health Department to

become a party to a 25 year lease with SCCS Enterprises, Inc. for the lease of a structure to

house the operations of the County Health Department, The lease provides for a minimum

annual rent of $33,060 payable in twelve monthly installments of $2,765. The County paid

$42,000 in rental payments to SCCS Enterprises, Inc. during the year ended August 31, 2016.
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Grant Audits

The County receives state and federal grants for specific purposes that are subject to review
and audit by State agencies. Such audits could result in a request for reimbursement by the
State for expenditures disallowed under the terms and conditions of the appropriate agency.
Management expects such disallowances, if any, will not be significant to the financial
statements.

Compensated Absences

County employees are entitled to paid vacations depending on job classification, length of
service and other factors. The computed amounts of compensation for future absences at
August 31, 2016, was $134,793. This liability is not included in the County's financial
statements as they are prepared on the modified cash basis of accounting.

Lease Agreement — County Farm

In February 2016 the County extended the lease agreement for the Shelby County Farmland.
This lease provides for minimum annual rent of $34,352 payable in semi-yearly instaiiments of
$17,176. The County received $34,353 in rent income during the year ended August 31,
2018.

Other Post-Employment Benefits

The County has committed to provide eleven months of the former Sheriff's surviving spouse’s
health insurance annually. The benefit is being provided in accordance with Hlinois statutes
regarding disability of law enforcement officers disabled in the line of duty. When the parties
become Medicare eligible, the provided coverage shall be reduced fo a Medicare supplement.
If the surviving spouse secures employment that provides health insurance, Shelby County's
insurance coverage will terminate.

The benefits are not advance funded; therefore, they are expensed in the period paid. The
County recognized expenditures of $7,794 in the General fund during the year ended August
31, 2018, for this benefit. The benefit commenced in September, 2006.

Enhanced 911 System

In July 2016 the County signed an agreement with Emergi Tech for an enhanced 911 system
for $40,217 and an annual fee of $27,121 for five years. As of year ending August 31,2018
the County expended $33,699 for half of the system and half of the first year annual fee.

Subscription Agreement

The County has a five year subscription agreement with Fike & Fike, Inc, for property tax
software, training and support on a per parcel basis. The agreement commenced on
September 1, 2008, and expires on August 31, 2013, During fiscal year 2018, Shelby County
paid $35,149 under terms of the agreement. Upon expiration of the contract the County wilt
continue year by year,
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Lease Agreement — C.E.F.S. Economic Opportunity Corporation

On April 27, 2013, the County entered into a triple net lease agreement of $1 per year
with C.E.F.S. Economic Opportunity Corporation to lease the property at 1505 W.S. 1st
Street. The lease terminates June 30, 2014, with the option to renew on the same term
and conditions for the next fifteen successive one-year periods. The lease was renewed
as is on July 1, 2016,

Election Services, Voter Registration Software License and Access Liberty Subscription

The County entered into an agreement with Liberty Systems for election supplies, setup and
services of the equipment, IT support and results distribution through the 2019 Consclidated
Election for $16,815 a quarter. During the fiscal year ending August 31, 2016 the County paid
to Liberty Systems $88,4856.

Fidlar Technologies Computer System and Software Lease Agreement

On October 17, 2013 the County entered into an agreement with Fidiar for computer system
and software maintenance services for managing land records for five years at $3.25 per
document. This agreement may be cancelled at the end of each calendar year. During fiscal
year 2016 the County paid Fidlar $18,216 their services.

Landing Fields Commission Manager and Fixed Base Operator Agreement

On March 1, 2015 the County entered into an agreement with Landing Fields Commissicn to
manage the Shelby County Airport for three years at $3,500 per month. For the fiscal year
ending August 31, 2016 the County paid to Landing Fields Commission $42,000

- Note 14 — Subsequent Events

Management evaluated subsequent events through April 12, 2017, the date which the financial
statements were available to be issued, and concluded that the following met the criteria for
disclosture.

Short Term Debt Authorized

At the February 8, 2017 meeting the County Board gave the Airport permission to sign a short
term loan with Shelby County State Bank to install Jet Fuel A until the IDOT grant funding was
received. The loan was for $100,000 and was signed in February.

Capital Improvements

At the March 8, 2017 meeting the County approved the Courthouse Roof Repair Project
pending available financing.

Supplemental Sales Tax Payments

The County was notified in April 2017 that they will receive supplemental sales tax payments
totaling $885,068.
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SHELBY COUNTY, ILLINOIS
NOTE TO BUDGETARY COMPARISON SCHEDULES
AUGUST 31,2016

Note — Stewardship, Compliance, and Accountability

A

Budgetary information

Annual budgets are adopted on the modified cash basis of accounting for all
governmental funds. Annual appropriated budgets are adopted for the general and
special revenue funds. All annual appropriations lapse at fiscal year end. The Board
holds public hearings and a final budget must be prepared and adopted no later than
November 30.

The appropriated budget is prepared by fund. Budgetary control over expenditures is
exercised by the County Board. The legal level of budgetary control is at the fund
tevel.

Excess of Expenditures Disbursed Over Appropriations in Budgeted Maior Funds

There were no instances of overexpenditures, at the fund level, in the major funds in
fiscal year 2016.
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SHELBY COUNTY, ILLINOIS
STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
AGENCY FUNDS-MODIFIED CASH BASIS
YEAR ENDED AUGUST 31, 2016

Balance Balance
September 1, 2015 Additions Deductions August 31, 2016

Property Taxes:

Assets:

Cash Deposits & External Investment Fool ] 4772912 $ 30118652 § 281080156 § 5,782,549

LiabHities:

Distributions Payable 3 4,772,912 % 30118652 § 29109015 § 5,782,549
Litigation:

Assets:

Cash Deposits $ 23,244 & 91 & - 3 23,335

Liabilities:

Distributions Payable $ 23244 § 9t 3 . $ 23,335
Estate Tax:

Assets:

Cash Deposits $ 1,150 § - § - 38 1,150

Liabilities:

Distributions Payable $ 1,150 & - 3 - % 1,150
Minor and Unknown Heirs:

Assets;

Cash Deposits 3 71617 & 9 8 25575 $ 48,051

Liabilities:

Distributions Payable % 71617 & g 3 25575 $ 46,051
County Clerk Real Estate:

Assets:

Cash Deposits 3 20725 % 312,117 % 309604 31,238

Liabkilities:

Distributions Payable $ 20,725 & 312,197 % 301604 & 34,238
Tota! Agency Funds:

Assets:

Cash Deposits $ 4880648 $ 30,430,869 % 29,436,194 & 5,884,323

Total Assets 3 4889648 $ 30,430,869 § 29,436,194 $ 5,684,323

Liabilities:

Distributions Payable $ 4889648 $ 30,430,869 % 29,436,194 % 5,884,323

Total Liabilities 3 48896848 $ 30,430,889 § 28,436,194 & 5,884,323

Reference should be made to the auditor's report regarding this information.
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SHELBY COUNTY, iLLINCIS
SECTION 5311 ANNUAL FINANCIAL REPORT
RURAL TRANSFORTATION
OPERATING PERIOD JULY 1, 2015 TC JUNE 30, 2016
SHELBY COUNTY, ILLINOIS
CONTRACT NUMBER IL-18.X021

Line
item Revenug
401.01 Passenger Fare / Donations $ 25,269
401.02 Senior Chizen Fares 2,185
. 402.00 Sgeciai Transit Fares 180,411
P 409.00 Lecal Cash Grants 78,043
411.00 Slate Cash Grants 858,862
431.00 Contributed Cash -
Totat Revenue $ 1,124,770
Expenses
Actual Actual
Administrative Cperatng
Expensaes Expenses Total
501.00 Labor $ 183,252 S 591,721 $ 754,973
502.00 Fringe Benefits 34,784 140,966 175,750
503.00 Services 28,902 159,782 188,684
504.01 Fuel and Off -- 114,705 114,705
504.02 Tires and Tubes - 15,524 15,524
504.69 Other Materials 27,561 3,980 31,521
£05.00 Utitities 35,079 - 35,079
506,00 Casualty and Liabikity 23,419 -- 23,419
507.00 Taxes - - -
509.00 Miscellaneous 35,470 1,793 37,263
511.00 Interest - - -
512.00 Lease and Rentals 14,286 — 14,286
Totat Direct Expense $ 382,753 5§ 1028451 § 1,391,204
Total Indirect Expense 33,010 93,589 126,599
Total Expense $ 395,763 § 1,122,040 §  3,517803

Section 5311 Grant Reimbursement

Administrative Operating Grant
Expenses Expenses Totat Total

Expenses: $ 395,763 8§ 1,122,040 § 1,517,803
Less: ineligible Expense -- - -
Net Eligible Expenses $ 3957683 § 1122040 § 1,517,803
Less: Total Operating Revenues - 27,454 27,454
Section 5311 Operaling Deficit 395,763 § 1,004,586 8§ 1,490,349
Seclion 5311 Reimbursement X 80% X 80%
Efigible Reimbursement Per Percentages $ 316,610 § 547,283 3 863,803
Funding Limits Per Contract 393,033
Maximum Section 5311 Reimbursement 393,033 393,033
Less: IDOT Payments - Section 5311

Reimbursement {0 Grantee 393,033
Amount Under Paid $ -
Grantea Local Match Requirement S 1,097,316
Grantge Match Sources
Speclal Transd Fares 3 160,411
Local Cash Granis 78,043
State Cash Grants 858,862
Contribuled Cash -
Total Grantee Match Sources 3 1,097,216
Total Project Deficit $ -

Reference should be made le the auditor's report regarding this information.
84




SHELBY COUNTY, ILLINOIS
SCHEDULE OF REVENUE AND EXPENSE
UNDER DOWNSTATE OPERATING ASSISTANCE GRANT
OPERATING PERIOD JULY 1, 2015 TO JUNE 30, 2016
SHELBY COUNTY, ILLINOIS
CONTRACT NUMBER OP-16-37-FED

Line

ltem Operating Revenues and Income
401 Passenger Fare / Donations $ 23,192
413 Federal Cash Grants & Reimbursements 295 466
Total Revenue $ 318,658

Expenses
Total

501 Labor $ 672,227
502 Fringe Benefits 157,867
503 Services 142,784
504 Materials & Supplies Consumed 133,261
505 Utilities 28,459
508 Casualty and l.iability 21,002
507 Taxes --
509 Miscellaneous 31,081
511 Interest -
512 Lease and Rentals 12,873
Indirect Cost Rate 109,159
Total Operating Expense $ 1,308,713
Total Eligivle Operating Expenses $ 1,308,713

Downstate Operating Assistance Reimbursement

Total Eiigible Operating Expense $ 1,308,713
Total Operating Revenue & [ncome 318,658
Beficit $ 980,055
Maximum Contract Amount $ 751,660

FY16 Eligible Downstate Operating Assistance
(Deficit or maximum contract amount, whichever is
less 3 751,600

FY16 Downstate Operating Assistance Received
{prior to close of fiscal year } $ 751,600

FY16 Downstate Operating Assistance Receivable
(at close of fiscal year and subsequently received) $ -

FY 16 Downstate Operating Assistancg (Qver)
Under Paid 5 -

Reference should be made to the auditor's report regarding this information.
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SHELBY COUNTY, ILLINOIS
OTHER INFORMATION

IMRF SCHEDULE OF CHANGES IN THE NET PENSION LIABILITY AND RELATED RATIOS

FOR CALENDAR YEARS

Regular Plan

Calendar Year Ended December 31,
Total Pension Liability
Service Cost
Interest on the Total Pension Liability
Changes of Benefit Terms
Differences Between Expected and Actual
Experience of the Total Pension Liability
Changes of Assumptions
Benefit Payments, including Refunds of
Employee Contributions
Net Change in Total Pension Liability
Total Pension Liability - Beginning
Total Pension Liability - Ending (A)

Plan Fiduciary Net Position

Contributions - Employer

Contributions - Employees

Net Investment Income

Benefit Payments, including Refunds of

Employee Contributions

Other {Net Transfer)
Net Change in Plan Fiduciary Net Position
Plan Fiduciary Net Position - Beginning
Plan Fiduciary Net Position - Ending (B)

Net Pension Liability {Asset) - Ending (A) - (B}

Plan Fiduciary Net Position as a Percentage of
the Total Pension Liability

Covered Valuation Payroll

Net Pension Liability as a Percentage of Covered
Valuation Payroll

Notes to Schedule:

2015 2014

346,362 375,636
1,269,826 1,176,572
276,869 (172,147)
22,760 576,116
(709,855) (641,236)
1,205,962 1,314,941
17,135,363 15,820,422
18,341,325 17,135,363
414,553 394,542
151,233 158,319
78,964 905,450
(709,855) (641,236)
(184,634) 160,084
(249,739) 977,159
15,864,794 14,887,635
15,615,055 15,864,794
2,726,270 1,270,569
85.14% 92.59%
3,356,791 3,184,352
81.22% 39.90%

This schedule is presented to illustrate the requirement to show information for 10 years. However, until
a full 10-year trend is compiled, information is presented for those years for which information is

available.

Reference should be made to auditor's report regarding this information.
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SHELBY COUNTY, ILLINOIS
OTHER INFORMATION
IMRF SCHEDULE OF CHANGES IN THE NET PENSION LIABILITY AND RELATED RATIOS {CONTINUED)
FOR CALENDAR YEARS

ECO Plan
Calendar Year Ended December 31, 2015 2014
Total Pension Liability
Service Cost - --
interest on the Total Pension Liability 330,713 316,944
Changes of Benefit Terms - --
Differences Between Expected and Actual
Experience of the Total Pension Liability 104,007 105,427
Changes of Assumptions (45,085) 293,239
Benefit Payments, including Refunds of .
Employee Contributions (435,629) (420,352)
Net Change in Total Pension Liability (45,994) 295,258
Total Pension Liability - Beginning 4,969,433 4,674,175
Total Pensicn Liability - Ending {A) 4,923 439 4,969,433
Plan Fiduciary Net Position
Contributions - Employer 276,901 265706
Contributions - Employees -- -~
Net Investment Income 10,383 123,553
Benefit Payments, including Refunds of
Employee Contributions {435,629) {420,352)
Other (Net Transfer) 391,238 84,275
Net Change in Plan Fiduciary Net Position 242 893 53,182
Plan Fiduciary Net Position - Beginning 2,155,958 2,102,776
Plan Fiduciary Net Position - Ending (B) 2,398,851 2,155,958
Net Pension Liability {Asset) - Ending (A) - (B) 2,624,588 2,813,475
Plan Fiduciary Net Position as a Percentage of
the Total Pension Liability 48.72% 43.38%
Covered Valuation Payroll -~ --
Net Pension Liability as a Percentage of Covered
Valuation Payroll 0.00% 0.00%

Notes to Schedule:

This schedule is presented to illustrate the requirement to show information for 10 years. However, until
a full 10-year trend is compiled, information is presented for those years for which information is

avaifable.

Reference should be made to auditor's report regarding this information.



SHELBY COUNTY, ILLINOIS
OTHER INFORMATION

IMRF SCHEDULE OF CHANGES IN THE NET PENSION LIABILITY AND RELATED RATIOS (CONTINUED)

FOR CALENDAR YEARS
SLEP Plan
Calendar Year Ended December 31, 2015 2014
Total Pension Liahility
Service Cost 111,643 128,976
Interest on the Total Pension Liability 293,662 272,090
Changes of Benefit Terms - =
Differences Between Expected and Actual
Experience of the Total Pension Liability 240,639 {21,213)
Changes of Assumptions - 67,159
Benefit Payments, including Refunds of
Employee Contributions {152,922) (148,511)
Net Change in Total Pension Liability 493,022 298,501
Total Pension Liability - Beginning 3,936,132 3,637,631
Total Pension Liability - Ending (A) 4,429 154 3,936,132
Plan Fiduciary Net Position
Contributions - Employer 90,087 92,845
Contributions - Employees 53,488 54,487
Net Investment Income 20,786 238,249
Benefit Payments, including Refunds of
Employee Contributions {162,922) (148,511)
Other {Net Transfer) (76,619) 18,413
Net Change in Plan Fiduciary Net Position {(65,200) 255,483
Plan Fiduciary Net Positicn - Beginning 4,161,800 3,906,317
Plan Fiduciary Net Position - Ending (B) 4,098,600 4,161,800
Net Pension Liability (Asset) - Ending (A) - (B) 332,554 (225,668)
Pian Fiduciary Net Position as a Percentage of
the Total Pension Liability 92.49% 105.73%
Covered Valuation Payroll 709,247 726,490
Net Pension Liability as a Percentage of Covered
Valuation Payroll 48.89% {31.06)%

Notes to Schedule:

This schedule is presented to illustrate theArequirement to show information for 10 years. However, until
a full 10-year trend is compiled, information is presented for those years for which information is

available.

Reference should be made to auditor's report regarding this information,



Regular Plan

SHELBY COUNTY, ILLINOIS
OTHER INFORMATION
IMRF SCHEDULE OF EMPLOYER CONTRIBUTIONS

MOST RECENT CALENDAR YEAR

Actual
Contribution
asa
Calendar Percentage of
Year Ended Actuarially Contribution Covered Covered
December Determined Actual Deficiency Valuation Valuation
3, Contribution Contribution (Excess) Payroll Payroll
2015 $ 407,514 $ 414,553 $ (7,.039) $ 3,356,791 12.35%
2014 $ 394,541 $ 394,542 $ (1) $ 3,184,352 12.38%
ECO Plan
Actual
Contribution
asa
Calendar Percentage of
Year Ended Actuarially Contribution Covered Covered
December Determined Actual Deficiency Valuation Valuation
31, Contribution | Contribution {Excess) Payroll Payroll
2015 5 - $ 276,801 $  (276,901) $ - 0.00%
2014 $ - $ 265,706 $  (265,706) 5 - 0.00%
SLEP Plan
Actual
Contribution
asa
Calendar Percentage of
Year Ended Actuarially Contribution Covered Covered
December Determined Actual Deficiency Valuation Vaiuation
3, Contribution ; Contribution {Excess) Payroll Payroll
2015 $ 89,507 $ 90,067 $ (560) $ 709,247 12.70%
2014 $ 92,846 $ 092845 $ 1 $ 726,490 12.78%

Notes to Schedule:

Summary of Actuarial Methods and Assumptions Used in the Calculation of the 2015 Contribution
Rate*

Valuation Date:
Acluarially determined contribution rates are calculated as of

December 31 each year, which are 12 months prior to the
beginning of the fiscal year in which contributions are reported.

Notes

Reference should be made to the auditor's report regarding this information.
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SHELBY COUNTY, ILLINOIS
OTHER INFORMATION
IMRF SCHEDULE OF EMPLOYER CONTRIBUTIONS
MOST RECENT CALENDAR YEAR

Methods and Assumptions Used to Determine 2014 Contributions Rates:

Actuanal Cost Method: Aggregate entry age = normal
Amortization Method, Level percentage of payroll, closed
Remaining Amortization Period: Taxing bodies (Regular, SLEP and ECQO groups):. 28-year

closed period until remaining period reaches 15 years (then 15-
year rolling period).

SLEP supptemental liabilities attributable to Public Act 94-712
were financed over 23 years for most employers (two employers
were financed over 32 years).

Asset Valuation Method: 5-year smeothed market; 20% corridor

Wage Growth: 4%

Frice Inflation: 3%, approximate; No explicit price inflation assumption is used
in this valuation

Salary Increases. 4.40% to 16%. Including inflation

Investment Rate of Retum: 7.50%

Retirement Age: Experience-based table of rates that are specific to the type of

eligibility condition; last updated for the 2011 valuation pursuant
to an experience study of the period 2008 to 2010.

Mortality: RP-2000 Combined Healthy Mortality Table, adjusted for
mortality improvements to 2020 using projection scale AA. For
men, 120 percent of the table rates were used. For women, 92
percent of the table rates were used. For disabled lives, the
mortality rates are the rates applicable to non-disabled lives set
forward 10 years.

Other Information:

Notes: There were no benefit changes during the year.

*Based on Valuation Assumptions used in the December 31, 2013, actuarial valuation; note two year lag
between valuation and rate sefting.

This schedule is presented to illustrate the requirement to show information for 10 years. However, until
a full 10-year trend is compiled, information is presented for those years for which information is available.

Reference should be made to the auditor's report regarding this information.
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SHELBY COUNTY, ILLINOIS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED AUGUST 31, 2018

Total
Federal Pass-through Entity Passed Federal
Faderal GrantoriPass -through CFDA Idenifying Through 1o Disbursements/
GranlorfProgram Title Number Number Subrecipients Expenditures
3 1.5, Department of Homeland Security
: Passed through Wineis Emergency Managemenl Agency
Emergency Managemeant Performance Grant
Emergency Management Performance Granl 15EMASHELB-Gan #1 $ - $ 16,003
Emergency Management Performancs Grant 15EMASHELB1-3 - z.884
Total Emergency Management Perfermance Grant 87.042 $ = $ 18,887
1.8, Department of Transportation
Passed lhrough Finois Department of Transporiation
Adrport Improvement Program
Airporl improvement 2H0O-4241 17-SBGP-105N $ - H 19,831
Airpord improvemsant 2H0-4341 17-SBGP-111N - 1.806
Tola! Airport tmprovemani 20,108 5 - $ 21,637
Passed through liEneis Depadment of Transporlation
H:ghway Flanning & Construction
Highway Planning & Conslruction 14-23414-00-FL £-97-014-15 $ 7.500 § 7.500
Highweay Planping & Construction 12-00275-00-8R P-87-022-13 - 44,556
Highway Planning & Construction 05-00265-00-BR C-97-044-12 - 4,684
Highway Planning & Construction 12-00274-00-FL C-97-017-13 - 50,105
Highway Planning & Censlruction 12-00054-00-BR P-87-006-13 - 51,081
Tolal Highway Planning & Construction 20205 $ 7,500 $ 157,926
Passed lhrough i#nois Depariment of Transporiation
Formula Grants for Rural Areas
Pubtic Transportatian - Intercity Bus 1L, -18-X031 3 14,292 5 14,292
ARRA Public Transpodation - Capilal Fagihty CAP10-932 - 198,627
Pub'ic Transpartation - Vehicle Grant - Non Cash - 51,450
Public Transportation - Vehicle Grant - Mon Cash - 91,450
Pubtic Transportation th-18-X021 393,024 393,034
Teolal Formula Grants for Rurat Areas 20.509 3 407,328 3 738,853
Total U.S. Bepartment of Transperiation $ 414,826 $ 963,416
U.§, Department of Environmental Protection Agency
Passed through BEnols Department of Pubfie Heahh
Perfarmance Parlnership Grants
Performance Parlnership Grants - Water Wells 68,605 4740 § - § 300
Passed through Hifnots Emergency Management Agency
Stale Indeor Radon Grants
State Indoer Radon Grant Program 66.032 18-019%-20 g -- 5 7.175
Total U.5, Department of Environmental Protection Agency $ - H 7,475
U.5. Department of Heatth & Human Services
Passed through lEnols Department of Healthcare and Family Services
Medical Assistance Program
Medicald Matching - Adniinisirative Cutreach 93.778 FY2016 3 - $ 82,048
Passed through liFneis Depariment of Public Health
Immunization Cooperative Agreements
Heaith Protection - Immunization « Non-Cash 93.268 000233 $ -~ 5 118,451
Passed through l¥nois Slate Beard of Elections
Voting Access for Individuals with Disabliities
Voting Access for Individuals with Tisabifties Grant 93617 16 0206 3 == $ 582
Passed thraugh IEnois Department of Heaithcare and Famiy Services
Child Support Enforcement
Chitd SupporUComputer Interface 93.563 Y16 $ - $ 2,294
Tatal U.S. Department of Hezlth and Human Services $ - $ 293,405
.S, Bepartment of Actculture
Passed through the lifncis Department of Human Services
Spacial Supplemental Nutrition Program for Women, Infants, and Chidren
N Supplemental Nutrtion Program for Women Infants and Chidren FCSUQD1092 3 = L) 59,334
Supplemental Nulntion Program for Women Infants and Children FCSVQ01093 - 13,388
WIC - Breastfesding Pagr Counsalor FCSUQO1 187 - 6,147
T WIC - Breastfzeding Peer Counselor FOSVQO1197 - 2,029
WIC Specia! Supplemental Nulrition Program - Non-Cash FYi6 - 136,325
WIC Special Supplemental Nuliiion Pragram - Non-Cash FY17 - 20,343
Total Special Supplemental Nulrition Program for Women, Infanls, and Chidren 10.657 $ - 5 248,768
: TOTAL EXPENDITURES OF FERERAL AWARDS § 414,826 $ 4,444,549

Reference should be made ta the auditor's report regard'ng this infermation.
The atcompanying nolas are an integrai part of this Schedule,
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SHELBY COUNTY, ILLINOIS
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED AUGUST 31, 2016

Note t — Basis of Presentation

The accompanying schedule of expenditures of federal awards (the "Schedule”) includes the federal award
activity of Shelby County, lllinois under programs of the federal government for the year ended August 31,
2016. The information in this Schedule is presented in accordance with the requirements of Titte 2 U.S,
Code of Federal Regulations, Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance). Because the Schedule presents only a selected
portion of the operations of Shelby County, lllinois, it Is not intended to and does not present the financial
position and changes in net assets of Shelby County, Illinois. Therefore, some amounts presented in this
schedule may differ from amounts presented in, or used in the preparation of the basic financial statements.

Note 2 — Summary of Significant Accounting Policies

Expenditures reported on the Schedule are reported on the modified cash basis of accounting.
Expenditures are recognized and recorded upon the disbursement of cash. Such expenditures are
recognized following the cost principles contained in the Uniform Guidance, wherein certain types of
expendilures are nol allowable or are limited as to reimbursement.

Note 3 — Indirect Cost Rate

Shelby County, lllinois has elected to use the 10-percent de minimis indirect cost rate allowed under the
Uniform Guidance.

Note 4 — Nonmonetary Assistance

Nonmonetary assistance for vehicles, immunization vaccines and food supplements are reported in the
Schedule at the fair market vaiue of these items received and disbursed.

Note 5 — Subrecipients

Of the federal expenditures presented in the Schedule, Shelby County provided federal awards to the
subrecipent as follows:

Federal Amount
CFDA Provided to
Program Title/Subrecipient Number Subrecipient
Public Transportation — Intercity Bus
CEFS Economic Opportunily Corporation 20.509 $ 14,292
Public Transportation
CEFS Economic Opportunity Corporation 20.508 $393.034
Highway Planning & Construction
Tower Hill Township 20.205 $ 7500

Note 6 — Insurance Provided by Federal Agencies

The County did not receive any insurance coverage provided by a federal agency during the fiscal year
ended August 31, 2016.

Note 7 — Loans, Loan Guarantees, and Loan Subsidiaries

The County did not have any loans, loan guarantees, or loan subsidiaries at August 31, 2016.
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SHELBY COUNTY, ILLINOIS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED AUGUST 31, 2016

SUMMARY OF AUDIT RESULTS

1.

The auditor's report expresses a qualified opinion on the governmental
activities of Shelby County, ifinois due to the omission of disclosures
required by Governmental Accounting Standards Board Statement 45. The
auditor's report expresses unmodified opinions on the discretely presented
component unit, each major fund, and the aggregate remaining fund
information of Shelby County, lllinais.

"‘One deficiency disclosed during the audit of the financial statements of

Shelby County, Hlinois is reported in the Independent Auditor's Report on
internal Control over Financial Reporting and on Compliance and Other
Matters Based on an Audit of Financial Statements Performed in Accordance
with Government Auditing Standards. This condition is reported as a
material weakness. There were no significant deficiencies reported.

One instance of noncompliance material to the financial statements of Shelby
County, lllinois was disclosed during the audit.

No significant deficiencies relating to the audit of major federal award
program is reported in the Independent Auditor's Report on Compliance for
Fach Major Federal Program and Report on Internal Control over
Compliance Required by Title 2 U.S. Code of Federal Regulations Part 200,
Uniform  Administrative  Requirements, Cost Principles, and Audit
Requirements for Federal Awards. No material weaknesses relating to the
audit of the major federal award program are reported in the Report on
Compliance for each Major Federal Program and Internal Control over
Compliance in accordance with Title 2 U.S. Code of Federal Regulations Part
200, Uniform Administrative Regquirements, Cost Principles, and Audit
Requirements for Federal Awards.

The auditor's report on compliance for the major federal award program for
Shelby County, lllinois expresses an unmodified opinion.

There were no audit findings relative to the major programs for Shelby
County, Hllinois.

The programs tested as major programs include:

Name CFDA No.
Public Transportation 20.509

The threshold for distinguishing Type A and B programs was $750,000.

Shelby County, lllinois was not determined to be a low-risk auditee,

93



B. FINDINGS — FINANCIAL STATEMENT AUDITS
Material Weakness

2017-001 Full Disclosure Financial Statements

Condition: The County prepares interim financial reports using software
specifically designed for governmental reporting. These interim reports are
reviewed by county management. For year-end reporting purposes, the
County relies on the auditor to prepare drafts of full disclosure statements
(including footnotes) in accordance with Government Accolinting Standards
Board Statements #34. The County currently lacks significant expertise to
prepare year-end full disclosure financial statements without significant
assistance from the auditor.

Criteria;  In accordance with prescribed definitions in the Statement of
Auditing Standards #112, it is a strong indication of a material weakness in
internal control over financial reporting if an entity lacks significant controls
over the period end financial reporting process. The standard provides
guidance regarding the extent to which the auditor may be involved in drafting
an entity's financial statements.

Cause; The County has not retained an individual to specifically monitor
standards promulgated by the American Institute of Certified Public
Accountants as they relate to full disclosure financial reporting. Preparation of
full disclosure year-end financial statements is not an assigned function for
County accounting staff.

Effect: Lack of sufficient expertise for full disclosure year-end financial
statement preparation could result in controls not being effective in preventing
or detecting material misstatements particularly in the related footnotes to the
financial statements.

Recommendation. We recommend that the County provide training
opportunities for its accounting staff that would enable them to become more
famifiar with general disclosure requirements. This training should include,
but is not limited to the usage of a “standards compliant” disclosure checklist,
which provides guidance to the financial statement's contents and whether a
necessary disclosure has been omitted.

Response: Management is currently confident of the abilities of the

accounting staff to prepare interim financial statements. 1t is unclear what

leve! of training may be needed to reach an appropriate level of expertise to

prepare full disclosure year-end financial statements. Management will
- reevaluate year-end reporting controls annually and pursue additional training
L when it is considered cost beneficial.
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Material Noncompliance

2017-002 Expenditures exceeded the budgeted amounts

Condition: The County did not operate within the legal confines of its budget.
Expenditures materially exceeded the budgeted amounts in the Airport Fund.

Criteria.  The County is required by lllinois Compifed Statutes to operate
within the legal confines of ifs budget.

Cause: The overexpenditure in the Airport Fund was caused by lack of
inclusion of farm operating expenses in the budget.

Effect; Because the County did not operate within the legal confines of its
budget, expenditures in excess of the budget constituted unauthorized
spending.

Recommendation;  Shelby County should monitor the individual fund
dishursements and amend the annual budget as necessary.

Response: The County concurs with the recommendation.

FINDINGS AND QUESTIONED COSTS -~ MAJOR FEDERAL AWARD
PROGRAMS AUDIT

Qur tests did not reveal any findings or questioned costs relative to major federal
award programs.
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Debra S. Ramey

Shelby County Treasurer Phone: 217/774-3841
P.0.Box 326 Fax: 217/774/5291
Shelbyville, IL 62565 Office Hours: 8-4 Monday-Friday

CORRECTIVE ACTION PLAN
April 12, 2017

lllinois Department of Transportation
310 South Michigan Avenue, Suite 1608
Chicago, iL 60604

Shelby County, lllinois respectfully submits the following corrective action plan for the year ended
August 31, 2016.

Name and address of independent public accounting firm:

Mose, Yockey, Brown & Kull, LLC CPA’s
230 North Morgan

P. O. Box 317

Shelbyville, L. 62565

Audit Period:  Year ended August 31, 2016

The findings from the Fiscal Year 2016 Schedule of Findings and Questioned Costs are
discussed below. The findings are numbered consistently with the numbers assigned in the
schedule. Section A of the schedule, Summary of Audit Results, does not include findings and is
not addressed. :

FINDINGS - FINANCIAL STATEMENT AUDITS

Material Weakness

2016-001 Full Disclosure Financial Statements

Recommendation: The County should provide training opportunities for its
accounting staff that would enable them to become more familiar with general
disclosure requirements. This training should include, but is not limited to the
usage of a “standards compliant” disclosure checklist, which provides guidance
to the financial statement's contents and whether a necessary disclosure has
been ornitted.

Action Taken: Management will reevaluate year-end reporting controls annuatly
and pursue additional training when it is considered cost beneficial.

96




Material Noncompliance

2016-002 Expenditures exceeded the budgeted amounts

Recommendation: Shelby County should monitor the individual fund
disbursements and amend the annual budget as necessary.

Action Taken: The County concurs with the recommendation.

FINDINGS AND QUESTIONED COSTS — MAJOR FEDERAL AWARD PROGRAMS AUDIT

The auditor’s tests did not reveal any findings or questioned costs relative to major federal
award programs.

If the lllinois Department of Transportation has questions regarding this plan, please call Shelby
County.

Sincerely,

@J—(Ak IQ (it -
Debra Ramey T

County Treasurer
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SHELBY COUNTY, ILLINOIS
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED AUGUST 31, 2016

This schedule is not applicable because the County did not have any findings related to federal
financial awards for the fiscal year ended August 31, 2015,
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SHELBY COUNTY, ILLINOIS

RECONCILIATION OF DHS FY1i6 FEDERAL FUNDS SUMMARY TO FEDERAL EXPENDITURES

CFDA #

10.557

10.557

ON THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDING AUGUST 31, 2016

Women, infants and Children Program
Schedute of Expenditures of Federal Awards
Total Expenditures for the Fiscal Year 2016 Grant per DHS
Federal Funds Summary
Less expenditures reported on the Fiscal Year 2015 SEFA!
Supplemental Nutrition Program Women, Infants, and Children
WIC - Breastfeeding Peer Counselor
Expenditures reported on the Fiscal Year 2016 SEFA
Expenditures from the FY17 Grant reported on the Fiscal Year 2016 SEFA
Supplemental Nutrition Program Women, Infants, and Children
WIC - Breastfeeding Peer Counselor

Cash Expenditures reported on the Fiscat Year 2016 SEFA

Women, Infants, and Children Program Noncash
Schedule of Expenditures of Federal Awards

Total Expenditures for the Fiscal Year 2016 Grant par DHS

Federal Funds Summary

Less expenditures reported on the Fiscal Year 2015 SEFA
Expenditures reported on the Fiscal Year 2016 SEFA
Expenditures from the FY17 Grant reported on the Fiscal Year 2016 SEFA
Noncash Expenditures reported on the Fiscal Year 2016 SEFA

Total Expenditures reported on the Fiscal Year 2016 SEFA

Reference should be made to the auditor's report regarding this information.
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3 80,714
{13,780}
(1,253)

$ 65,681
13,388

2,029

$ 81,028
$ 161,154
(24.829)

$ 136,325
29,343

$ 165668
$ 246,766



