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WILLIAM R. MOSE, CPA
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, 2017, 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. Managementis 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, Ilinois as of August 31, 2017, 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, lllinois, as of August 31, 2017, 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 madified with respect to this matter.

Other Matters
Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise Shelby
County, lllincis’ basic financial statements. The items included in the “Supplementary Information” sections of the report 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 are the responsibility of management and were
derived from and relate 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 financiat
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 are fairly stated in all material respects in
relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued a report dated Aprit 11, 2018 on our consideration
of Shelby County, lllinois’ internal control over fifiancial reporting and on our tests of its compliance with certain provisions of
laws, regufations, 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 financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering Shelby County, lliinois' internal control over financial
reporting and compliance.

(S d:,ﬁ cﬂf&zf,é'QmLm‘\' \af;oca L

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

April 11, 2018
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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 Local
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 usefuiness 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 Airport Commission
is included as a unit of the County. The Shelby County Airport Commission is considered a 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
e Enhanced 911 System was put into service
+ Resurfaced Oconee County Highway
e Purchased two new police vehicles

« Continued construction on Wood Street Bridge Replacement in City of
Shelbyvifle

» Sales and Use Tax revenue included one-time material payments included in the
April distributions

« Received a one-time payment from Ameren for allowing high power lines to
pass through Shelby County ‘

« Jet Fuel Tank was installed at the Airpoit
OVERVIEW OF THE FINANCIAL STATEMENTS

The County’s basic financial statements include 1) government-wide financial statements, 2)
governmental 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 time, 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 statements 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 detailed information about significant funds available for
appropriation. Fund accounting ensures compliance with finance-refated 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 statements focus on (1) cash and financial assels 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 detailed 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 include the County Health Fund, the County
Highway Fund, the Mental Health Fund, the Airport Fund and the Rural Transportation
Fund. Remaining governmental funds, which include special revenue 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 total assets less total
liabilities. Assets are distinguished as capital assets and the remainder as current and other
assets. Liabilities are classified as long-term (average maturity of greater than one year) and the
remainder as current 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 $7,062,141 and $6,794,550 of restricted net
position as of August 31, 2017 and 2016, respectively. Net position may serve over time as a
useful indicator of a government's financial position. The Governmental net position was
$30,479,874 and $29,078,814 as of August 31, 2017 and 2016, respectively.
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Foliowing is a separate Summary of Net Position — modified cash basis as of August 31, 2017
and 2016 for Governmental Activities:

Summary of Net Position — Modified Cash Basis
Governmental Activities
August 31, 2017 and 2016

2017 2016

Current and other assets $12,015,841 $10,882,180
Capital assets, net of accumulated depreciation 18,769,350 18,348,133

Total Assets $30,785,191 $29.230,313
Short-term liabilities $ 305,317 $ 151,499
Long-term liabilities - --

Total Liabilities $ 305317 $ 151,499
Net Position:
Invested in capital assets, net of related debt $18,619,350 $18,348,133
Restricted for Inventory ! 7,766 11,336
Resfricted for Insurance 1,011,081 961,762
Restricted for Employees’ Retirement 1,128,795 1,208,363
Restricted for Public Safety 427,876 473,844
Restricted for Public Works and Transportation 1,074,022 985,543
Restricted for Economic Development 504,086 504,087
Restricted for Health and Welfare 1,871,345 1,822,065
Restricted for Other Purposes : 937,170 827 550
Unrestricted 4708383 3,036,131

Total Net Paosition 30479874 29.078.81

Sixty-one 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, 2017 compared to 63% as of August 31, 2016.
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 related 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 liahilities.

The remaining balance of unrestricted net position may be used to meet the County's ongoing
obligations. As of August 31, 2017 and 2016, the County had positive balances in all categories
of net position for the governmental activities. The County's overall financial position improved
with net position increasing $1,401,060 during fiscal year 2017.

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 August 31, 2017 and 2016

Receipts: 2017 2016
Program Receipts:
Fines, fees, & charges for services $ 1,463,030 $ 1,576,551
Operating grants and contributions 2,349,785 2,526,056
Capital grants and contributions 1,517,409 2,620,598
General Receipts:
Property taxes 4,288,211 4,307,362
Sales and other taxes 3,219,079 2,328,611
Unrestricted investment earnings 10,727 11,469
Other receipts 328.118 130,316
Total Receipts $13,176,357 $ 13,500,963
Disbursements:
General government $ 2,979,941 $ 3,019,766
Public safety 2,490,825 2,486,586
Corrections 145,970 187,768
Judiciary 520,254 553,124
Public worksftransportation 3,515,919 3,584,569
Health and welfare 1,468,048 1,615,642
Interest on long-term debt - 1.002
Total Disbursements $11,120,955 $11,458,457
Change in net position $ 2,055,402  $2,042,508
Net position — September 1, 29,078,814 27,036,308
Prior Year Adjustment (654,342) o
Net position — August 31, 30,479,874 078,81

FINANCIAL ANALYSIS OF THE COUNTY’S FUNDS

The County's Governmental Funds
balances of spendable resources.

disbursements in future years,
Disbursed and Changes in Fund Balances,
combined fund balance of $11,710,524 and

unassigned and can be used for any fawful purpose.

provide information on near-term inflows, outflows, and
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
Per the Statement of Revenues Received, Expenditures
the County's Governmental Funds reported a
$10,723,408 as of August 31, 2017 and 2016,
respectively. Of these amounts, $7,054,375 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 $7,766 of fund balance is considered unspendable because it has been used for advances,
inventory, and prepaid items. Committed fund balances total $214,702 and represent amounts
that have been committed by formal action of the County Board. A total of $1,537,747 has been
assigned meaning there are fimitations resulting from its intended use, such as construction of
capital assets, payment of debt service, and for other purposes. The remaining $2,895,934 is



The fund balance for all Governmental Funds at the fiscal years ended August 31, 2017 and 2016
had a positive net change of $987,116 and a negative net change of $310,861, respectively.

Per the Statement of Revenues Received, Expenditures Disbursed and Changes in Fund
Balance, total Governmental receipts for tne fiscal years 2017 and 2016 were $11,682,428 and
$10,043,209, respectively and total disbursements were $10,695,312 and $11,254,070,
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 $2,981,045, while total fund balance is
$4,312,145. 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 64 percent of total general fund expenditures and
other financing sources, while total fund balance represented 92 percent of that same amount.
For the year ended August 31, 2017, receipts of $5,770,938 less disbursements of $4,783,289
resulted In an increase in fund balance of $887,649. After the net transfers of ($101,471), the
result was a net increase in the General Fund fund balance of $886,178. For the year ended
August 31, 20186, receipts of $4,996,272 less disbursements of $4,921,478 and net transfers of
($115,377) resulted in a net decrease in fund balance of ($40,583).

The largest receipt sources for the General Fund are property taxes, sales taxes, and income
taxes which account for 75 and 72 percent of receipts for the years ended August 31, 2017 and
2016, respectively. General government and public safety are the primary operations of the
general fund. Approximately 81 and 81 percent of the General Fund's disbursements are for
general government and public safety activities for the years ended August 31, 2017 and 2016,
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 lllinois agencies which account for 76 and 72 percent of
receipts for the years ended August 31, 2017 and 2016, 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 85 and 89 percent of receipts for the
years ended August 31, 2017 and 2016, 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 Menial Health Fund is property taxes which
accounts for 96 and 96 percent of receipts for the years ended August 31, 2017 and 2016,
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.



AIRPORT

The largest source of revenues received for the Airport Fund are federal grants, farm income and
charges for services which accounts for 84 and 77 percent of receipts for the years ended
August, 31, 2017 and 2016, respectively. The Airport Fund accounts for the maintenance and
upkeep of the airport in the county.

RURAL TRANSPORTATION

The largest source of revenues received for the Rural Transportation Fund are federal and state
grants which accounts for 100 percent of receipts for the years ended August 31, 2017 and 2016.
The Rural Transportation Fund provides public transportation for the residents of the county.

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 $1,013,338 and actual disbursements were less than budgeted amounts by
$258,830, resulting in a positive budget variance of $1,272,168. 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, Airport Fund and Rural
Transportation Fund.

CAPITAL ASSETS AND DEBT ADMINISTRATION
CAPITAL ASSETS

The County's investments in capital assets as of August 31, 2017 and 2016 (net of accumulated
depreciation), are summarized helow for Governmental-Type Activities: '

Capital Assets
Governmental Activities
(Net of Depreciation)
August 31, 2017 and 2016

2017 2016
Land $ 3,414,046 $ 3,414,046
Work in Progress 313,311 32,609
Buildings and Improvements 4,020,017 4,171,939
Vehicles 873,599 1,089,818
Maintenance Vehicles 49,157 83,423
Infrastructure 9,728,210 8,475,409
Equipment 367,872 417,293
Law Enforcement & Canine 3,338 9.254
Total Capital Assets, net of depreciation $18,769,350 $17.693,791

During fiscal years 2017 and 2016, total capital assets for the County had a net increase
(including additions, decreases, and depreciation) of $1,075,559 and a net increase of
$1,716,829, respectively. These additions reflect the current additions for vehicles, equipment,
building and highway infrastructure and other miscellaneous equipment. The County recorded
$896,620 and $787,400 of depreciation expense for the fiscal years 2017 and 2018, respectively
and the amounts of accumulated depreciation are $9,633,394 and $8,849,464 as of August 31,
2017 and 2016, 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 21.1 million doltars. Shelby County, lllinois had
no outstanding long term debt at August 31, 2017,

The following is a summary of the County's gross outstanding short-term debt as of August 31,
2017 and 2016:

Outstanding Short-Term Debt
Governmental Activities
August 31, 2017 and 2016

Debt Description 2017 2016
Bank Loans $__150,000 $ -

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 it 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, lllinois, 62565.
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SHELBY COUNTY, ILLINOIS
STATEMENT OF NET POSITION - MODIFIED CASH BASIS
AUGUST 31, 2017

Primary
Government
Governmental Companent
Activilies Unit
ASSETS:
Current Assets:
Cash and Cash Equivalenis % 11,851,705 $ 37.827
Investments 156,370 --
Inventory 7,766 --
Total Current Assets 3 12,015,841 $ 37,827
Noncurrent Assets:
Capital Assels
Land $ 3,414,046 $ -
Work in Progress 313,111 -
Buildings & improvements 6,380,588 -
Vehicles 3,064,104 -
Maintenance Vehicles 822,802 -
Infrastructure 11,020,918 -
Equipment . 2,470,675 4,820
Law Enforcement Canine ' 16,500 -
Less: Accumulated Depreciation (9,633,304} {4,820}
Total Noncurrent Assets $ 18,769,350 3 --
TOTAL ASSETS $ 30,785,181 $ 37,827
LIABILITIES;
Current Liabilities:
Withholding Payable % 89,471 ] 1,050
Short-Term Debt 150,000 -
Due {0 Other Governmental Units 65,846 -
TOTAL LIABILITIES 3 305,317 $ 1,050
NET POSITION :
Net Investment in Capital Assets $ 18,619,350 3 --
Restricted for:
Inventory 7,768 -
insurance 1,011,081 -
Employees' Retirement 1,128,795 -
Public Safety 427 876 --
Public Works and Transportation 1,074,022 -
Economic Development 504,086 -
Health and Welfare 1,971,345 -
Other Purposes 937,170 -
Unrestricted 4,798,383 36,777
TOTAL NET POSITION 3 30,479,874 $ 36,777

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 BALANCES - MODIFIED CASH BASIS
TO THE STATEMENT OF NET POSITION - MODIFIED CASH BASIS
AUGUST 31. 2017

Total Fund Balance for Governmental Funds $ 11,710,524

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

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

Land 3,414,048
Other Capital Assets 15,355,304

Net Position of Governmental Activities 3 30,479,874

The accompanying notes are an integral part of these financial statements.
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SHELBY COUNTY, ILLINOIS
RECONCILIATION OF THE STATEMENT OF REVENUES RECEIVED, EXPENDITURES
DISBURSED AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES - MODIFIED CASH BASIS
YEAR ENDED AUGUST 31, 2017

Net Change in Fund Balance - Total Governmental Funds 3 987,116
The Change in Net Position reported for governmental activities in the Statement of Activities -
modified cash basis is different because:
Governmental funds report capital outlays 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. Resulting in the following differences:
Current year capital outlays capitalized 470,977
Current year depreciation expense on capitalized assets (896,620)
Proceeds from Sale of capital assets {16,630}
Gain on disposal on capital assets 422
Federal and State on-behalf payments for road infrastructure are reparted as capital
grants and contributions in the Statement of Activities - modified cash basis; however, they
are not recognized as receipts in the governmental funds. 1,517,409
In the fund financial statements, principal and interest payments 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 Activiies-modified
cash basis. {7,272)

Change in Net Position of Governmental Activities 3 2,055,402

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, 2017

Private - Purpose

Trust Agency
Funds Funds
ASSETS
Cash and Cash Equivalents $ 2,133,632 6,579,308
Investments - 178,327
TOTAL ASSETS § 2,133,632 6,757,635
LIABILITIES
Due to Others $ 2,067 6,757,635
TOTAlL LIABILITIES _§ 2,067 6,757,635
NET POSITION
Restricted for Other Purposes $ 2,131,565 --
TOTAL NET POSITION _§ 2,131,565 -

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, 2017

Private - Purpose

Trust
Funds
ADDITIONS:
Property Taxes 3 96,994
Intergovernmental Revenue:
State Sources
Motor Fuel Taxes 1,464,816
Other State Sources 764,793
Fines and Fees 230
Cash Bail 30,892
Interest 2,216
Miscellaneous ‘ 9,383
Total Additions 3 2,369,324
DEDUCTIONS:
Distributions 3 2,356,187
Total Deductions $ 2,356,187
Change in Net Position 3 13,137
Net Position - September 1, 2016 2,118,428
Net Position - August 31, 2017 3 2,131,565

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, 2017

Note 1 - Summary of Significant Accounting Poficies

Shelby County, lllinois was created on January 23, 1827 by an act of state legisiature. The
County is governed by an elected 22 member poard and provides the following services:
public safety, tax collection, highways and streets, health and social services, public
improvements, ptanning 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 significantinfluence. Component units
are legally separate organizations for which the elected officiats of Shelby County are
financially accountable. Sheloy County would be considered financially accountable if it
appoints a voting majority of the organization's government body and (1) itis 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)thereis 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 & higher
level of government, or (3) a jointly appointed board.

The County's reportiﬁ’g entity includes the County’s governing board and its component
units for which the County is financiafly 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 Shelby 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 Health Department (SCHD)

The County Board members appoint the Shelby County Health Board and approve the
appropriations for the SCHD. 1n 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, 2017

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 Shefby County Board and approved by the Shelby County board
members. SCOT employees manage the assets and maintain the accounting records
and payroft 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 financial accountability. These units are
not considered units of Shelby County, lllinois.

C. Basis of Presentation

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. Forthe
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-type
activities. Likewise, the primary goveinment is reported separately from its legally
separate component unit for which the primary government is financially accountable.
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SHELBY COUNTY, ILLINOIS
NOTES TO BASIC FINANCIAL STATEMENTS
AUGUST 31, 2017

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 following 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 liabilities are accounted for through
governmental funds. The measurement focus is on determination of “financial flow",
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 fo 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 Shelby County Health Department. The
basic purpose of the Department is the protection and improvement of the public
health 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 heaith facilities and services for the mentally challenged in
the County.

The Airport Fund is used to account for receipts and disbursements pertaining to the
Airport Fund. The basic purpose of this fund is to maintain and improve the airport.
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SHELBY COUNTY, ILLINOIS
NOTES TO BASIC FINANCIAL STATEMENTS
AUGUST 31, 2017

Note 1 — Summary of Sianificant Accounting Policies {continued)

The Rural Transportation Fund is used to account for receipts and disbursements
pertaining to Rural Transportation. 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. Shelby County's trust funds
include drainage districts, township highway and bridge funds, inmate commissary, and
funds required to be held by the Circuit Clerk’s office. 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, and/or other funds.
Shelby County's agency funds include funds used in the County’s property tax collection,
distribution and settiement process. GASB 34 requires the portion of these account
balances pertaining to other funds of the County to be reported in the County funds;
however, due to the timing of tax collections and the County's fiscal year end, this
allocation is not made.

E. Basis of Accounting

Basis of accounting refers to when receipts and disbursements are recognized in the
accounts and reported in the financial statements. Basis of accounting relates to the
timing of the measuréments 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 modified 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.

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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SHELBY COUNTY, ILLINOIS
NOTES TO BASIC FINANCIAL STATEMENTS
AUGUST 31, 2017

Note 1 — Summary of Significant Accounting Policies (continued)

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 dishursements
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 budgetis 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.

8. The County Board determines any amendments that may be made to the budget.
Evaluation and fifancial 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 September 14, 2016, the final budget on August 9,
2017. Both original and final amended budgets are presented as approved by the County
Beard.

Cash and Cash Eguivalents

For the purpose of financial reporting, "cash and cash equivalents” inciudes 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 o 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, all of which are exempt from GASRB Statement No. 72 fair
value measurements.
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SHELBY COUNTY, ILLINOIS
NOTES TO BASIC FINANCIAL STATEMENTS
AUGUST 31, 2017

Note 1 — Summary of Significant Accounting Policies (continued)

i.

Inventory

The County 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 balance - modified cash
basis.

Capital Assels

Capital assets, which include property, plant, equipment, and infrastructure assets, (e.g.,
roads, bridges, and similar 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,
including infrastructure, are recorded at estimated fair market value at the date of
donation. The County does not capitalize in-house engineering services provided in
connection with road and bridge projects. ‘

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
RBuildings and !Improvements ~ 10-580
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 vatue of the asset or
materially extend asset lives are not capitalized. improvements are capitalized and
depreciated over the remaining useful fives of the related capital assets, if applicable.
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SHELBY COUNTY, ILLINOIS
NOTES TO BASIC FINANCIAL STATEMENTS
AUGUST 31, 2017

Note 1 — Summary of Significant Accounting Policies (continued)

L.

M.

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.

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 fo 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
requirés the County to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosures of contingent assets and liabllities 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 Equity
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.
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SHELBY COUNTY, ILLINOIS
NOTES TO BASIC FINANCIAL STATEMENTS
AUGUST 31, 2017

Note 1 — Summary of Significant Accounting Policies (continued)

1.

Nonspendable Fund Balance

The nonspendable fund balance classification includes amounts that cannot be spent
because they are either (@) not in spendable form or (b) legally or contractually
required to be maintained intact. The “notin spendable form® criterion includes items
that are not expected to be converted to cash, for example inventories and prepaid
amounts.

Restricted Fund Balance

The restricted fund balance classification refers to amounts that are subject to outside
restrictions, not controfied 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 legislation.

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. Commiitted fund balance also incorporates
contractua! obligations to the extent that existing resources in the fund have been
specifically committed for use in satisfying those contractual requirements,

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.

tUnassigned 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 wilt act to reduce the
specific classification of fund balance that is identified.
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Note 1 — Summary of Significant Accounting Policies {continued)

Net Position

In the government-wide financial statements, net position represent the difference
between assets and liabilities. 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 legislation.

Note 2 - Property Taxes

Property taxes are levied by the Shelby County Board and are collected by the Shelhy 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 2015 and 2016 attached as an enforceable fien on
property as of January 1, 2014 and 2015, respectively. These taxes were required to be levied
by the County prior to the last Tuesday in December. The 2015 and 2016 levies were adopted
by the County in September, 2014 and September, 2015. Property taxes were due from
property owners in two installments in July and September. The property tax receipts for the
year ending August 31, 2017, as shown in the financial statements, consist of two distributions
from the 2015 levy and one gdistribution from the 2016 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 6, 2016.

The Property Tax Extension Limitation Law of the State of [linois, as amended (PTELL), limits
the amount of annual increase in property taxes to be extended for certain lllinois 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. .
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Note 2 - Property Taxes (continued)

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:
2016
Maximum 2016 Levy 2015 Lewy
Assessed Valuation $367.621,344 $361,201.643
Property Tax Rates:

Extension Education .05000 01995 .02089
County Unlimited 41040 42958
County Highway .20000 08628 .08031
County Bridge 25000 03971 .04156
Federal Aid < ,05000 04825 04822
County Health 17500 08243 .08628
Municipal Retirement Unlimited 18362 17085
Airport .25000 01131 01184
Mental Health 15000 14962 14380
Social Security . Unlimited 08161 .08543
Tort Immunity Insurance Unlimited .03156 .03303
Workers' Comp. Insurance Tax Unlimited .02231 .02335
Unemployment Insurance Act Unlimited 01089 01139
Total County Rate 1.17794 1.19653
Ambulance .25000 0.01869 0.01938

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.
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Note 3 - Cash and Investments

Cash and Cash Equivalents and Investments as of August 31, 2017 consist of the following:

Primary Component
Government Unit
Cash on Hand $ 6760 § 250
Deposits with financial institutions 12,001,315 37,677

Sub-Total Governmental Activities $ 12,008,075 3 37,827

Fiduciary Funds

Deposits with financial institutions $ 8,712,840 $ --

External Investment Pool 178,327 -~
$ 8,891,267 $ --

Total $ 20,898,342 $ 37,827

Investments Authorized by Hﬁhois 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
ltinois Compiled Statutes. The County's investment policy is consistent with llfinois Compiled
Statutes.

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 limiting its purchases of long term
investments. At August 31, 2017 the County’s investments were deposits in financial
institutions. The deposits are all demand deposits with the exception of the following:

Maturity Date

Certificate of Deposit $ 10,000 January 3, 2018

Certificate of Deposit 125,000 February 11, 2018

Certificate of Deposit 21,370 November 19, 2018
$ 158,370

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 ssuer 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 Illinois Compiled Statutes including Securities Exchange 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.
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Note 3 - Cash and Investments (continued)

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.

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. /llinois Compiled
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, 2017, $17,720,544 of the County's deposits with financial institutions in
excess of federal depository insurance limits were held in accounts coliateralized 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 lilinois General Assembly to permit participants to pool
their investment funds. The Hiinois Funds Money Market Fund invests in U.S. Treasury bills
and notes backed by the fulf faith and credit of the U.S. Treasury and in fully collateratized
time deposits in lllinois 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
palances. 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 currency 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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Note 4 - Notes Receivable

All of the notes receivable were paid in full during fiscal year 2017,
Note 5 — Capital Assets

Capital assets activity for the year ended August 31, 2017 was as follows:

Balance Balance
September 1, August 31,
2018 Increases Decreases 2017
Primary Government
Government activities:
Capital assets not
being depreciated:
Land $ 3,414,046 3 - - 3,414,046
Work In Progress 32,609 300,611 (20,109) 313,111
$ 3,446,655 $ 300,611 (20,109) 3,727 157
Capital assets
being depreciated:
Buildings & Improvements  $ 6,361,405 $ 19,183 - 6,380,588
Vehicles 3,101,550 83,806 (121,252) 3,064,104
Maintenance Vehicles 822,802 -- - 822,802
infrastructure 11,031,997 1,544,409 (655,488) 11,920,918
Equipment 2,410,188 60,487 - 2,470,675
Law Enforcement Canine 23,000 -- (6,500) 16,500
Total Capital assets
being depreciated: $ 23,750,942 $ 1,707 885 (783,240) 24 675,687
Less: Accumulated Depreciation:
Buildings & Improvements  $ {2,189,466) $ (171,108) - (2,360,572)
Vehicles {2,011,732) (287,032) 108,258 {2,190,506)
Maintenance Vehicles (739,379) (34,266) - {773,645)
Infrastructure (1,802,246) (291,606) 1,146 (2,192,708)
Equipment {1,292,895) (109,908) - (2,102,803)
Law Enforcement Canine (13,746) {2,702) 3,286 {13,162)
Total Accumulated
Deprecation 3 (8,849,464) $ (896,620) 112,690 {9,633,394)
Total Capital assets being
Depreciated, net $ 14,901,478 % 811,265 (670,550) 15,042,193
Governmental Activities
Capital Assets, net $ 18,348,133 $ 1,111,876 (690,859) 18,769,350
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Note 5 — Capital Assets (continued)

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

Governmental activities:

General Government 3 91,096
Public Safety 174,784
Public Works/Transportation 612,870
Corrections 2,000
Judiciary 3,265
Health and Welfare 12,605

$ 896,620

Component Unit

Capital assets activity of Shelby County Office of Tourism for the year ended August 31,
2017 was as follows:

Balancé Balance
September 1, August 31,
2016 Increase Decrease 2017

Capital assets

being Depreciation: 7

Equipment .S 4,820 $ -- $ - $ 4,820
Less: Accumulated Depreciation

Equipment $ {4,820) 3 -- 3 -- $  (4,820)
Capital assets, net $ -- 3 -- $ -- $ --

Note 6 — Short-Term Liabilities

Changes in Short-Term Debt

The following is a summary of changes in short-term debt of Shelby County for the year ended
August 31, 2017,

Balance Balance
Septembert, August 31,
2016 Additions Reductions 2017
Governmental activities:
Short-Term Bank Loan  § - $ 100,000 $ 100,000 $ -
Short-Term Bank Loan -- 150,000 o 160,000
$ -- $ 250,000 $ 100,000 $ 150,000

Interest paid on short-term debt totaled $1,192 and is included in the Public
Works/Transportation function in the government-wide statement of activities.
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Note 6 — Short-Term Liabilities {continued)

Jet Fuel Project

The loan was obtained on February 10, 2017 to finance the Jet Fuel Project at the Airport.
The note is unsecured. Payment is due in one principal payment of $100,000 plus interest of
5.0% on August 10, 2017, The loan was paid in full during fiscal year 2017.

Jet Fuel Project

The loan was obtained on August 23, 2017 to finance the completion of the Jet Fuel Project at
the Airport. The note is unsecured. Payment is due in one principal payment of $150,000 plus
interest of 5.0% on December 1, 2017.

L egal Debt Margin

The County has a statutorily imposed legal general obligation bond fimit of 5.75% of its total

assessed valuation. That limit is approximately 21.1 million dollars leaving 21.1 million

remaining.

Note 7 - Retirement Plans

Sheliby 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. lliinois Municipal Retifement 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 lllinois 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 Iflinois. 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 reportis
available for download at www.imrf.org.
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Note 7 - Retirement Plans — (continued)

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 16 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 manths within the last 10 years of service, divided by 48.

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 entitfed 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 toa
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 fast 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 lessor of:

» 3% of the original pension amount, or
. 14 of the increase in the Consumer Price Index of the original pension
amount,

Employees covered by Benefit Terms

As of December 31, 20186, the following employees were covered by the benefit terms:

Regular Plan IMRF
Retirees and Beneficiaries currently receiving benefits 80
Inactive Plan Members entitled to but not yet receiving benefits 31
Active Members 74
Total 185
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Note 7 — Retirement Plans - (continued)

ECO Plan iMRF
Retirees and Beneficiaries currently receiving benefits 11
Inactive Plan Members entitled to but not yet receiving benefits 2
Active Members 0
Total 13

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

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 ofits
own employees. The County's annual contribution rate for calendar year 2016 was
12.01%. For the fiscal year ended August 31, 2017, the County contributed $380,886t0
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 salary. The statute requires employers to contribute the amount
necessary, in addition to member contributions, to finance the retirement coverage ofits
own employees. The County's annual contribution rate for calendar year 2016 was
17.41%. No ECO wages were paid during calendar year 2016 or fiscal year 2017,
however, for 2017 the County was required to make a menthly minimum contribution of
$22.381. For the fiscal year ended August 31, 2017, the County contributed $255,176
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 ofits
own employees. The County’s annual contribution rate for calendar year 2016 was
11.40%. For the fiscal year ended August 31, 2017, the County contributed $92,813 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.
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Note 7 - Retirement Plans — {continued)

Net Pension Liability

The County's net pension liability was measured as of December 31, 2016. The total
pension fiability used to calculate the net pension liability was determined by an actuarial
valuation as of that date.

Actuarial Assumptions

The following are the methods and assumptions used to determine total pension liability
at December 31, 2016:

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 inflation.
The Investment Rate of Return was assumed to be 7.50%

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, 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 MRF-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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Note 7 — Retirement Plans — (continued)

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 future real rates of return to the target
asset allocation percentage and adding expected inflation. The target
allocation and best estimaies of geometric real rates of return for each
major asset class are summarized in the following table as of December 31,
2016:

Portfolio Long-Term

Target Expected Real

Asset Class Percentage | Rate of Return

Domestic Equity 38% 6.85%

International Equity. 17% 6.75%

Fixed Income 27% 3.00%

Real Estate 8% 5,75%

Alternative Investments 9% 2.65-7.35%

Cash Equivalents 1% 2.25%
Total 100%

Single Discount Rate

A Single Discount Rate of 7.5% was used to measure the total pension liability. 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 henefits), and

The tax-exempt municipal bond rate based on an index of 20-year generat
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 expected 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 3.78%, and the resulting single discount
rates are Regular 7.50%; ECO 7.50%; and SLEP 7.50%.
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Note 7 —~ Retirement Plans — (continued)

Changes in the Net Pension Liability

Total Plan
Pension Fiduciary Net Pension
Liability Net Position Liability
Regufar Plan (A) (B) (A) —(B)
Balances at December 31, 2015 $18,341,325 | $15615,055 | $2,728,270
Changes for year:
Service Cost 369,697 - 369,697
Interest on the Total Pension Liability 1,357,496 -- 1,357,496
Changes of Benefit Terms -~ -- -
Differences Between Expected and
Actual Experience of the Total
Pension Liability (100,500) -- (100,500)
Changes of Assumptions (46,565) - {46,565)
Contributions — Employer -~ 397,804 (397,804)
Contributions — Employees - 152,753 (152,753}
Net Investment Income -- 1,061,012 (1,061,012)
Benefit Payments, including Refunds
of Employee Contributions {755,652) {755,652) -
Other (Net Transfer) -= 165,125 {165,125)
Net Changes $ 824476 $ 1.021.042 | $(196,566)
Balances at December 31, 2018 $19,165,801 | $16.636.097 $2 529,704
Total Plan
Pension Fiduclary Net Pension
liability Net Position Liablility
ECO Plan (A) (B) (A) - (B)

Balances at December 31, 2015 $4,923,439 $ 2,398,851 $ 2,524,588
Changes for year;
Service Cost -= - -
Interest on the Total Pension Liability 331,880 - 331,890
Changes of Benefit Terms - -- -
Differences Between Expected and.
Actual Experience of the Total
Pension Liability 100,781 - 100,781
Changes of Assumptions {186,226) - {186,226)
Contributions — Employer -- 270,031 (270,031)
Contributions — Employees - e -~
Net Investment Income -- 166,485 (166,485
Benefit Payments, including Refunds
of Employee Contributions {444 906) {444,906) -
Other (Net Transfer) - 108,352 (108.352)
Net Changes $(198,461) $ 99962 $ (298,423)
Balances at December 31, 2016 $4,724978 | $2498813 | $2.226.1605 ;
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Note 7 — Retirement Plans — (continued)

Total Plan
Pension Fiduciary Net Pension
Liability Net Position Liability

SLEP Plan (A) {B) (A) - (B)
Balances at December 31, 2015 $ 4,429 154 $4,006600 | § 332,554
Changes for yeat:
Service Cost 128,451 - 128,451
Interest on the Total Pension Liability 331,120 -- 331,120
Changes of Benefit Terms -- “n --
Differences Between Expected and
Actual Experience of the Total
Pension Liability (120,449) -- (120,449)
Changes of Assumptions -= -- -
Contributions — Employer -= 81,277 (81,277)
Contributions — Employees -= 53,472 (63,472)
Net Investment Income -- 287,234 (287,234)
Benefit Payments, including Refunds :
of Employee Contributions {156,897) (156,897) -
Other {Net Transfer) = 58,212 {58.212)
Net Changes $ 182.225 $ 323298 | $ (141,073)
Balances at December 31, 2016 $4611,379 4 898 | $ 191,481

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

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

1% higher:
Current
1% Lower Discount 1% Higher
Regular Plan {6.50%) {7.50%) {8.50%)
Net Pension Liability $5,043,074 $2,529,704 $466,279
Current
1% Lower Discount 1% Higher
ECO Pian (6.50%) (7.50%) {8.50%)
Net Pension Liability $2,669,333 $2,226,165 $1,850,094
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Note 7 — Retirement Plans — (continued)

Current
1% Lower Discount 1% Higher
SLEP Plan {6.50%) (7.50%) (8.50%)
Net Pension Liabhility $886,830 $191,481 $(371,495)

Pension Expense, Deferred Outflows of Resources, and Deferred Inflows of

Resources Related to Pensions

For the fiscal year ended August 31, 2017, the County recognized pension expense of
$744,434. For the year ended December 31, 2016 under GASB No. 88, the County
recognized pension expense of $1,012,695. At August 31, 2017, 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 OQutflows or
Deferred Amounts Related to Qutflows 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 % 145967 % 125,448 $ 20,519
Changes of assumptions 173,833 35,706 138,227
Net difference between
projected and actual earnings
on pension plan investments 831.561 -- 831,661
Total Deferred Amounts to be
recognized in pension expense in
future pericds $1,151.461 $ 161,154 $ 990,307
Pension Contributions made
subsequent to the
Measurement Date $§ 245840 3 -- $ 245840
Total Deferred Amounts Related
to Pensions $1,397 301 $ 161,154 $ 1,236,147
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Note 7 — Retirement Plans — {continued)

ECO Plan
Net Deferred
Deferred Deferred Qutflows 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 $ - $ - $ --
Changes of assumptions ) - - -
Net difference between
projected and actual earnings
on pension plan investments 117,373 - 117,373
Total Deferred Amounts to be
recognized in pension expense in
future periods ' $ 117.373 $ - $ 117373
Pension Contributions made
subsequent to the
Measurement Date $ 142,664 $ - $ 142,664
Total Deferred Amounts Related
to Pensions $ 260,037 $ -- $ 260,037
SLEP Plan
Net Deferred
Deferred Deferred Qutflows or
Deferred Amotunts Related to Qutflows 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 $ 146,933 $ 106,041 $ 40,892
Changes of assumptions 27,007 -- 27,007
Net difference between
projected and actual earnings
on pension plan investments 212,114 - _ 212114
Total Deferred Amounts to be
recognized in pension expense in
future periods $ 386,054 $ 106,041 $ 280,013
Pension Contributions made
subsequent to the
Measurement Date $ 63472 $ - $ 63.472
Total Deferred Amounts Related
to Pensions $ 449,526 $ 106,041 $ 343,485
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Note 7 — Retirement Plans — (continued)

Not including pension contributions made subsequent to the measurement date,
under GASB No. 88, 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
2017 $ 417,542
2018 337,478
2019 223,446
2020 11,841
2021 --
Thereafter -
Total $ 990,307
ECO Plan
Net Deferred
Outflows of
Year Ending December 31 Resources
2017 $ 40,497
2018 40,498
2019 34,192
2020 2,186
2021 --
Thereafter -
Total $ 117,373
SLEP Plan
Net Deferred
Qutflows of
Year Ending December 31 Resources
2017 $ 108,042
2018 106,043
2019 85,972
2020 {12,295}
2021 (5,749)
Thereafter -
Total $ 280,013
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Note 7 — Retirement Plans — {continued)

B. Social Security

Employees not qualifying for coverage under the Iliinois Municipal Retirement Fund
are considered "non-participating employees". These employees and those
quatifying for coverage under the Illinois Municipal Retirement Fund are covered
under Social Security. The County paid $317,814, the total required employer
contribution for the current year.

Note 8 — Reguired 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:

Fund Expenditures Budgeted Amounts  Overexpenditure
Probation $ 108815 $ 100,000 $ 8615
' Social Security 314,504 310,000 4,504
Law 10,162 10,000 162
DUl Equipment 4,350 3,500 850

B. Deficit Fund Balances of Individual Funds

The following funds have deficit balances at August 31, 2017:

Court Security $ (43,023)
Airport (42,088)

¢ Individua! Fund Interfund Receivable and Payable Balances

Individual fund interfund receivable and payable balances at August 31, 2017 were:

Interfund Interfund
Receivables Payables
MAJOR FUNDS:
GENERAL FUND:
Other than Fee Offices $ 84,927 $ --
NONMAJOR FUNDS:
SPECIAL REVENUE FUNDS!
Court Security - $ -- $ 43609
Animal Control -- 850
iMRF - 38,924
Drug Traffic Preventions -- 1,000
Pet Population - 544
Total Special Revenue Funds $ -~ $ 84,297
Total $ 84,927 $ 84,927

The above interfunds receivable and payables are due to the General Funds paying
invoices for the various funds. '
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Note 8 - Required Individual Fund Disclosures (continued)

D. Transfers within the Reporting Entity

The composition of interfund transfers for the year ended August 31, 2017 is as follows:

Transfers In Transfers Qut
MAJOR FUNDS:
GENERAL FUND:
Other than Fee Offices $ 466,469 $ -
County Clerk -- 286,462
Circuit Clerk - 100,268
Sheriff - 68,531
States Attorney -- 110,829
Supervisor of Assessments - 1,850
Total General Fund $ 466,469 3 567,940
COUNTY HIGHWAY FUND:
County Highway ’ $ 201,015 3 --
County Motor Fuel Tax Fund - 200,000
Total County Highway Fund $ 201,015 $ 200,000
COUNTY HEALTH FUND:
Misceltaneous County Health Fund $ 1,015 $ -
NONMAJOR FUNDS:
SPECIAL REVENUE FUNDS:
Animal Control 3 1,015 3 --
DUI Equipment 3,504 -~
Recording 15,368 --
Drug Traffic Prevention 105 --
GIS . 84,524 -
Emergency Management - 5,075
Total Special Revenue Funds $ 105,531 $ 5,075
Total $ 773015 $ 773,015

Material intrafund and interfund transfers are necessary to remit fees collected from the
fee offices to the General fund and respective Special Revenue funds. The material
intrafund transfer in the County Highway fund reflects a transfer for the payment of
equipment rent.
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Note 9 — Insurance
In accordance with PA81-0628, an analysis of the County’s tort immunity activity is as follows:

Tort Immunity Receipts:

Property Tax Collected $ 238,890
Mobile Home Tax Collected 642
Interest 37
$ 239,569

Tort Expenditures:
Commercial Liability Insurance $ 123,899
Unemployment tax 11,171
Workers' Compensation Insurance 55,180
Total Expenditures $ 190,250
Receipts over Expenditures $ 49,319
Restricted at September 1, 2016" 961,762
Restricted at August 31, 2017 $1,011,081

Note 10 - Risk Management

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

Shelby County participates in The Hlinois Public Risk Fund (IPRF), Illinois’ 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 llinois, 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
oversees the operation of the Fund and governs it in accordance with State of lilinois
rules and guidelines. Eighty percent of each IPRF premium dollar is added to the loss
fund while 20% is allocated to the purchase of excess insurance and administration
costs. Allinvestment 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, 2017. Also, there have been no settlement amounts which exceeded
insurance coverage in the past three years.
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Note 11 - Prior Period Adjustment

Other changes in net position of ($3654,342) represent a prior period adjustment due to the
deletion of a township bridge from capital assets.

Note 12 - 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
$65,846 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 13 - 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 illinois 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, Moultrie, 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 14 - Commitments and Contingencies

Litigation

Shelby County is a party to litigation involving a zoning dispute. The matter is currently before
the 5™ District Appellate Court awaiting its decision. No evaluation of the outcome of the
litigation could be provided.

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, 2017, is
not reflected in the financial statements but is estimated to be $1,159,757.

Lease Agreement - County Health Building

On July 10, 1996, the Shelby 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 $33,06Q payable in twelve monthly instaliments of $2,755. The County paid
$42,000 in rental payments to SCCS Enterprises, Inc. during the year ended August 31, 2017,
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Note 14 - Commitments and Contingencies (continued)

Future Minimum Rental Payments are as follows:

2018 $ 33,060

2019 33,060
2020 33,060
2021 33,060

$ 132240

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, 2017, was $129,554. 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 installments of
$17,176. The County received $34,353 in rent income during the year ended August 31,
2017.

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 Jliinois 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 to 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 $7,972 in the General fund during the year ended August
31, 2017, for this benefit. The benefit commenced in September, 20086.

Enhanced 911 System

in July 2016 the County signed an agreement with Emergi Tech for an enhanced 911 system
and an annual maintenance fee of $27,121 for five years. As of year ending August 31, 2017
the County expended only $21,121 due to the system not being put into service on time.
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Note 14 - Commitments and Contingencies (continued)

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 2017, Shetby County
paid $31,139 under terms of the agreement. Upon expiration of the contract the County will
continue year by year.

| ease 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, I T support and results distribution through the 2019 Consolidated
Election for $16,815 a quarter. During the fiscal year ending August 31, 2017 the County paid
to Liberty Systems $86,552.

Fidiar Technologies Computer System and Software Lease Agreement

On October 17, 2013 the County entered into an agreement with Fidlar for computer system
and software maintenance services for managing land records for five years at $3.25 per
document. This agreement may be cancelied at the end of each calendar year. During fiscal
year 2017 the County paid Fidlar $18,509 their services.

Landing Fields Commission Manager and Fixed Base Operator Agreement

On March 1, 2015 the County entered into an agreement with Landing Fields Commission to
manage the Shelby County Airport for three years at $3,500 per month. For the fiscal year
ending August 31, 2017 the County paid to Landing Fields Commission $42,000.

Jet Fuet Project

The Shelby County Airport is putting in a Jet Fuel Tank at a cost of $304,011 of which
$292,259 was expensed during the fiscal year 2017. Leaving $11,752 due at year end.

Note 15 — Subsequent Events

Management evaluated subsequent events through Aprif 11, 2018, the date which the financial
statements were available to be issued, and concluded that the following met the criteria for
disclosure.

Police Vehicles

The Sheriff's Department has purchased two new 2017 Ford Explorers at the cost of $55,240.
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Note 15 — Subsequent Events (continued)

Cyber Security
The County has awarded the contract to Mytec Solutions to begin the implementation of cyber

security. Since year-end the County has paid to Mytec Solutions $70,250 for implementation of
cyber security and computer maintenance.

Federal Land Access Program

In September, 2017 the County was informed of a grant award from FLAP of $1.632 million
with a 20 % match to upgrade the Country Club Road from Shelbyville to the Coon Creek
Recreational Area.

Truck Access Road Program

In December, 2017 the County Highway Department was informed of a grant award from
TARP of $561,000 to upgrade the Country Club road from Shelbyville to the Coon Creek
Recreational Area. g

Courthouse Roof Replacement

At the March 14, 2018 meeting, the bid for replacing the courthouse roof was awarded to
Wohltmann Construction at the cost of $717,387.

Revolving Loan Fund

The Revolving Loan Fund checking account was closed in January, 2018 when the balance
of $514,420 was returned to the state,

Airport Borrpwinq

In December 2017, the Airport paid the short-term loan in full.

Self-insured Health Insurance

On September 1, 2017 the County entered into a partially self-funded contract for employee
health insurance through the Pareto Captive and the Stop Loss Policy with HCC Life. There
are two Stop Loss polices, one that is effective from 9/1/17 — 12/31/17. The secondis 1/1/18 -
12/31/18. Both policies have a specific deductible of $27,500 per participant. The Stop Loss
policy includes Aggregate coverage for the group with a maximum exposure based upon
enroliment. The policy that was issued from 9/1/17 — 12/31/17 has a Minimum Aggregate
deductible of $134,760, the second policy has a Minimum Aggregate deductible of $418,600,
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SHELBY COUNTY, ILLINOIS
NOTE TO BUDGETARY COMPARISON SCHEDULES
AUGUST 31, 2017

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. Al 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
fevel.

Excess of Expenditures Disbursed Qver Appropriations in Budgeted Major Funds

There were no instances of overexpenditures, at the fund level, in the major funds in
fiscal year 2017.
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SHELBY COUNTY, ILLINOIS
STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
AGENCY FUNDS-MODIFIED CASH BASIS
YEAR ENDED AUGUST 31, 2017

Balance Balance
September 1, 2016 Additions Deduclions August 31, 2017

Property Taxes:

Assets:

Cash Deposits & External investment Pool $ 5782549 § 30584008 % 20696889 8 6,669,778

Liabilities:

Distributions Payable ) 5782549 $ 30584098 § 29696860 3 6,669,778
Litigation:

Assels:

Cash Deposits $ 23,335 3§ 44 § -- $ 23,379

Liabilities:

Distributions Payable ] 23335 % 44 5 -~ 3 23,379
Estate Tax:

Assets:

Cash Deposits $ 1,150 $ - 8 - 3 1,150

Liabilities:

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

Assets:

Cash Deposits 3 46,051 % 4 % - % 46,055

Liabilities:

Distributions Payable $ 46,0561 § 4 3 - % 46,055
County Clerk Real Estate:

Assets:

Cash Deposits % 31,238 % 217962 & 231,927 % 17,273

Liabilities:

Distributions Payable 3 31,238 % 2497962 § 231,927 % 17,273
Total Agency Funds:

Assets:

Cash Deposits $ 5,884,323 $§ 30,802,108 $ 29928796 $ 6,757,635

Total Assets 3 5,884,323 % 30,802,108 § 29,028,796 $ 6,757,635

Liabilities:

Distributions Payable 3 5,884,323 $ 30802108 $ 29,928,796 % 6,757,635

Total Liabilities 3 5,884,323 % 30802108 % 29,928,796 $ 6,757,635

Reference should be made to the auditor's report regarding this information.
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SHELBY COUNTY, ILLINQIS
SECTION 5311 ANNUAL FINANCIAL REPORT
RURAL TRANSPORTATION
OPERATING PERICD JULY 1, 2016 TO JUNE 30, 2017
SHELBY COUNTY, iLLINOIS
CONTRACT NUMBER H-18-X032

Ling
ltem Revenue
401.01 Passenger Fare / Donations 3 28,119
401.02 Senior Citizen Fares 1,203
409.00 Lecal Cash Grants 79,747
410,99 Other Local Special Fare Assistance . 79,926
411.00 State Cash Grants 1,080,907
431.00 Contributed Cash -
Total Revenue $ 1,269,902
Expenses
Actual Actual
Administrative Operaling
Expenses Expenses Total
501.00 Labor $ 103,756 § 743,322 % 847,078
502.00 Fringe Benefits 16,205 185,512 201,717
503.60 Services 21,760 140,024 161,784
504.01 Fuet and Oil ) - 146,458 146,458
504,02 Tires and Tubes - 1,475 1,475
504.99 Other Materiats 11,424 184 11,808
505.00 Utilities 40,882 218 41,098
508.00 Casualty and Liability 34,510 - 34,510
507.00 Taxes - - -
569.00 Miscellaneous ; 25,286 14,199 35,485
§11.00 Interest ‘ - - -
512.00 {ease and Rentals 26,546 - 28,548
Total Direct Expense g 280,360 3 1,231,390 s 1,511,758
Total Indirect Expense 28,037 123,139 151,176
Total Expense 3 308406 5 1,364,529 % 1,662,935
Section 5311 Grant Reimbursement
.~ Administrative Operating Grant
Expenses Expenses Total Total
Expenses: $ 308,406 § 1,354,528 5 1,662,935
Less: Ineligible Expense - - -
Net Eligible Expenses $ 308,406 5 1,354,529 § 1,662,935
Less: Total Operating Revenues - 29,322 29,322
Section 5311 Operating Deficit 308,406 § 1,325,207 § 1,633,613
Section 6311 Reimbursement X 80% X 50%
Eligible Reimbursement Per Percentages H 246,725 § 662,604 5 909,328
Funding Limits Per Contract 393,033
Maximum Section 5311 Reimbursement 393,033 393,033
Less; IDOT Payments - Section 5311
Reimbursement to Grantee 393,033
Amount Under Paid $ -
Grantee Local Match Requirement $ 1,240,580
Grantee Mateh Sources
Special Translt Fares 3 -
Local Cash Grants 79,747
Other Local Special Fare Assistance 79,928
State Cash Grants 1,080,907
Contributed Cash -
Total Grantee Match Sources $ 1,240,580
Total Project Deficit k) -

Reference should be made to the auditor's report regarding this information,
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SHELBY COUNTY, ILLINOIS
SCHEDULE OF REVENUE AND EXPENSE
UNDER DOWNSTATE OPERATING ASSISTANCE GRANT
OPERATING PERIOD JULY 1, 2016 TO JUNE 30, 2017
SHELBY COUNTY, ILLINOIS
CONTRACT NUMBER OP-17-58-IL
Line
Item Operating Revenues and Income
401 Passenger Fare / Donations $ 29,321
413 Federal Cash Grants & Reimbursements 393,033
Total Revenue 3 422354
Expenses
Total
501 Labor $ 847,078
502 Fringe Benefits 201,716
503 Services 161,784
504 Materials & Supplies Consumed 169,542
505 tHilities 41,008
506 Casuaity and Liability _ 34,510
507 Taxes -~
509 Miscellaneous 39,485
511 Interest .-
512 Lease and Rentals : 26,545
Indirect Cost Rate 151,178
. Total Operating Expense $ 1,662,934
Total Eligible Operating Expenses $ 1,662,934
Downstate Operatling Assistance Reimbursement
Total Eligible Operating Expense - 85% of Total Eligible Expense $ 1,662,934
Total Operating Revenue & Income 422,354
Deficit ' $ 1,240,580
Maximum Contract Amount $ 1,159,500

FY17 Eligible Downstate Operating Assistance
{Deficit, 65% of total eligible expense or maximum
contract amount, whichever is less $ 1,080,807

FY17 Downstate Operating Assistance Received
(prior to close of fiscal year ) $ 1,027,011
FY17 Downstate Operating Assistance Receivable

(at close of fiscal year and subsequently received) $ 53,896

FY 17 Downstate Operating Assistance (Over)
Under Paid $ -

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