State of Illinois
REGIONAL OFFICE OF EDUCATION #12
FINANCIAL AUDIT .
(In Accordance with the Single Audit Act
and OMB Circular A-133)
For the year ended June 30, 2005

Performed as Special Assistant Auditors
for the Auditor General, State of Illinois



CLAY, CRAWFORD, JASPER, LAWRENCE AND RICHLAND COUNTIES
REGIONAL OFFICE OF EDUCATION #12

TABLE OF CONTENTS
Page(s)
OFFICIALS ...................................................................................................................................... 1
COMPLIANCE REPORT SUMMARY .......ccetiiieirieneetereresessessseses s sesss s ssssssssesessessssssessanesans 2-3
FINANCIAL STATEMENT REPORT SUMMARY ..ottt esesssne 4
INDEPENDENT AUDITORS’ REPORT .......cc.ccoviniiiinentnineninrceeneereenssessesaesesnstssassnessnnnnes 5-6
REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS ........cooeriinriieeeteeeieseessesssiesiessenessessessssnaens 7-8
REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133.......oeeeeeeeeeeranne 9-10
SCHEDULE OF FINDINGS AND QUESTIONED COSTS .......cccoovrirrrereermereneneereneerenennneenne 11-15
CORRECTIVE ACTION PLAN FOR CURRENT-YEAR AUDIT FINDINGS..........c.cccceevune 16
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS........cccooetiriineenerererrerenrerereeneenene - 17
MANAGEMENT’S DISCUSSION AND ANALYSIS .....ooiircerenceererenseeeeeeeseeseseseene 18A - 18F
BASIC FINANCIAL STATEMENTS:
Government-wide Financial Statements:
Statement Of NEt ASSELS ...c.coviiriiricririiitrrr e s 19
Statement 0f ACHIVILIES ....cc.vvieriiiiererc et s 20
Fund Financial Statements:
‘Balance Sheet - Govefnmental FUNAS ..ttt 21
Reconciliétion of the Governmental Funds Balance Sheet to the
Statement Of NEt ASSEES ...vuvuiireriieiiiiiireicr ettt et 22

Statement of Revenues, Expenditures and Changes in Fund Balances -
Governmental FUNAS ..c.cc.ooiiiiiieiiier st raesae e st e e s e sseeesee s saees et ennnesnnes 23



CLAY, CRAWFORD, JASPER, LAWRENCE AND RICHLAND COUNTIES
REGIONAL OFFICE OF EDUCATION #12

TABLE OF CONTENTS (Continued)

Page(s)
BASIC FINANCIAL STATEMENTS: (Continued)

Fund Financial Statements: (Continued)

Reconciliation of the Statement of Revenues, Expenditures and Changes in
Fund Balances to the Statement of Activities - Governmental Funds...........cccooeevencnee. 24

Statement of Fiduciary Net Assets - Fiduciary Fuhd ............................................................ 25
Notes to Financial Statements ...........cccevvvunnans e e e s b e n e 26 -42
REQUIRED SUPPLEMENTARY INFORMATION:
Illinois Municipal Retirement Fund — Schedule of Funding Progress.......c.ccoeeveviriernncencrennnens 43
SUPPLEMENTAL INFORMATION:
General Fund:
Combining Schedules:
Combining Schedule QfAccounts - General Fund.........ccoveveeenevrenencencnenenenceneees 44 - 45

Combining Schedule of Revenues, Expenditures, and Changes in
Fund Balance - General Fund ACCOUNTS ......c.oectrricerininicniiniineicenineninenenrennenns 46 - 47

Individual Schedule:
Budgetary Comparison Schedule - General Fund Accounts
ROE/ISC Operations
Project #05-3730-00......c.ccmmiiiniriiiitiiiir s 48
Education Fund:
Combining Schedules:

Combining Schedule of Accounts - Education Fund ..o, 49 - 52

Combining Schedule of Revenues, Expenditures, and Changes in
Fund Balance - Education Fund ACCOUNES......cvcecurrerirrncnrencnicenininenencscieieenes 53-56



CLAY, CRAWFORD, JASPER, LAWRENCE AND RICHLAND COUNTIES
REGIONAL OFFICE OF EDUCATION #12

TABLE OF CONTENTS (Continued)

Page(s)

SUPPLEMENTAL INFORMATION: (Continued)
Education Fund: (Continued)
Individual Schedules:

Budgetary Comparison Schedule — Education Fund Accounts
Truants Alternative/Optional Education
Project #05-3695-00........cccnuriiiirinrinniirir s 57

Budgetary Comparison Schedule - Education Fund Accounts
Fed-Special Education-IDEA Discretionary
Project #05-4630-00.......cccovieiiiiiiiiiiienene e e 58

Budgetary Comparison Schedule - Education Fund Accounts
Title IV Safe and Drug Free Schools
Project #04-4415-00.......cccecveerrriicrrenrinirerenerenreiesressresressessesseraesssresssssesoressesssesaes 59

Budgetary Comparison Schedule - Education Fund Accounts
Title IV Safe and Drug Free Schools
Project #05-4415-00......cccririmirrireiniirieee et 60

Budgetary Comparison Schedule - Education Fund Accounts
Regional Safe Schools
Project #05-3696-00...........coceurmreieinriiii e 61

Budgetary Comparison Schedule - Education Fund Accounts
Title I — Reading First Part B SEA Funds
Project #05-4337-02...cc.cvueirerrereeiiiieniie b s 62

Budgetary Comparison Schedule - Education Fund Accounts
Technology-Learning Technology Center
Project #05-3780-00.......ccccouvuriirreriiriiinrnreeitne s 63

Budgetary Comparison Schedule - Education Fund Accounts
Technology Enhancing Education
Project #05-4972-00....cccrvererereeeeriniernietnseee et as 64



CLAY, CRAWFORD, JASPER, LAWRENCE AND RICHLAND COUNTIES
REGIONAL OFFICE OF EDUCATION #12

TABLE OF CONTENTS (Continued)

Page(s)
SUPPLEMENTAL INFORMATION: (Continued)
Nonmajor Funds:
Combining Statements:
Combining Balance Sheet - Nonmajor Special Revenue Funds.........c.cocveeevvevcnennennne 65 - 66
Combining Statement of Revenues, Expenditures, and Changes in
Fund Balance - Nonmajor Special Revenue Funds.........ccccevceerveinvicecrnnnninvinnnnns 67 - 68
Combining Statement of Fiduciary Net Assets - Agency Funds..........ccocecveviincernnnes 69
Combining Statement of Changes in Assets and Liabilities - Agency Funds ............. f... 70
Schedule of Disbursements to School District Treasurers and Other Entities........c..cccceuu... 71-74
FEDERAL FINANCIAL COMPLIANCE SECTION:
Schedule of Expenditures of Federal AWards .........cvevinivininnineneeessnenne 75-176

Notes to Schedule of Expenditures of Federal Awards...........coccoviiviiiiniinininnnncnnccnennns 77



CLAY, CRAWFORD, JASPER, LAWRENCE AND RICHLAND COUNTIES
REGIONAL OFFICE OF EDUCATION #12

OFFICIALS
Regional Superintendent
(current and during the audit period) .......ccccorvrerneiinn Mrs. Carol Steinman
Assistant Regional Superintendent
(during the audit period through August 31, 2004) ......c.ccocvvrviiniiiniiic e vacant

Assistant Regional Superintendent
(during the audit period beginning September 1, 2004
and ending February 11, 2005) ....ccccocorrvniiiiiiiiin e Mr. Samuel White

Assistant Regional Superintendent
(during the audit period beginning February 12, 2005
and ending May 15, 2005) ....cccrririniiiiiiicrrc s vacant

Assistant Regional Superintendent
(current and during the audit period beginning May 16, 2005) .......ccocvveeerivrreniicnns Mr. Phil Rodgers

Offices are located at:

Clay County Courthouse
Louisville, IL 62858

301 Sbuth Cross
Robinson, IL 62454

204 West Washington, Suite 3
Newton, IL 62448

1100 State Street
Lawrenceville, IL. 62439

Richland County Courthouse
Olney, IL 62450



REGIONAL OFFICE OF EDUCATION #12

COMPLIANCE REPORT SUMMARY

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

AUDITORS’ REPORTS

The auditors’ reports on compliance and on internal controls do not contain scope limitations, disclaimers,
or other significant non-standard language.

SUMMARY OF AUDIT FINDINGS

Number of This Audit Prior Audit
Audit findings 1 1
Repeated audit findings

Prior recommendations implemented 1 1

or not repeated
Details of findings are presented in a separately tabbed section.

SUMMARY OF FINDINGS AND QUESTIONED COSTS

Item No.. Page Description
FINDINGS (GOVERNMENT AUDITING STANDARDS)
05-01 o 13-14 Noncompliance with State Mandates

FINDINGS AND QUESTIONED COSTS (FEDERAL COMPLIANCE)

There were no findings for the year ended June 30, 2005.



REGIONAL OFFICE OF EDUCATION #12

COMPLIANCE REPORT SUMMARY

PRIOR FINDINGS NOT REPEATED (GOVERNMENT AUDITING STANDARDS)
04-01 17 Noncompliance with State Mandates

PRIOR FINDINGS NOT REPEATED (FEDERAL COMPLIANCE)

There were no prior findings.

EXIT CONFERENCE

An informal exit conference was held on August 24, 2005. Attending were Carol Steinman, Regional
Superintendent, Jana Baker, bookkeeper, Barbara Spraggins, bookkeeper, and Patricia Burt, director, of
Regional Office of Education #12 and D. Raif Perry, CPA, Crystal Smith, CPA and Nathan Earnest, staff
accountant, of West and Company, LLC.

The response to the recommendation was provided by Carol Steinman in a fax dated January 6, 2006.



FINANCIAL STATEMENT REPORT

SUMMARY
The audit of the accompanying basic financial statements of the Clay, Crawford, Jasper, Lawrence and
Richland Counties Regional Office of Education #12 was performed by West & Company, LLC.

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




WEST & COMPANY,LLc

CERTIFIED PUBLIC ACCOUNTANTS
&

_MEMBERS CONSULTANTS
E. LYNN FREESE _ 613 BROADWAY AVENUE OFFICES
RICHARD C. WEST P.O. BOX 945
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INDEPENDENT AUDITORS’ REPORT

Honorable William G. Holland
Auditor General
State of Illinois

As Special Assistant Auditors for the Auditor General, we have audited the accompanying financial
statements of the governmental activities, each major fund, and the aggregate remaining fund information
of the Clay, Crawford, Jasper, Lawrence and Richland Counties Regional Office of Education #12, as of
and for the year ended June 30, 2005, which collectively comprise the Regional Office of Education #12°s
basic financial statements as listed in the table of contents. These financial statements are the
responsibility of the Clay, Crawford, Jasper, Lawrence and Richland Counties Regional Office of
- Education #12°’s management. 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 of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and the significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining
fund information of the Clay, Crawford, Jasper, Lawrence and Richland Counties Regional Office of
Education #12, as of June 30, 2005, and the respective changes in financial position thereof for the year
then ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated August 29, 2005
on our consideration of the Clay, Crawford, Jasper, Lawrence and Richland Counties Regional Office of
Education #12’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered in assessing the results of our audit.

Member of Private Companies Practice Section




The Management’s Discussion and Analysis and Illinois Municipal Retirement Fund — Schedule of
Funding Progress on pages 18A through 18F and 43 are not a required part of the basic financial
statements but are supplementary information required by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Clay, Crawford, Jasper, Lawrence and Richland Counties Regional Office of
Education #12°s basic financial statements. The combining and individual nonmajor fund financial
statements, budgetary comparison schedules, and Schedule of Disbursements to School District
Treasurers and Other Entities — Distributive Fund are presented for purposes of additional analysis and
are not a required part of the basic financial statements. The accompanying Schedule of Expenditures of
Federal Awards is presented for purposes of additional analysis as required by U.S. Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and is also not a required part of the basic financial statements. The combining and
individual nonmajor fund financial statements, budgetary comparison schedules, Schedule of
Disbursements to School District Treasurers and Other Entities — Distributive F und, and the Schedule of
Expenditures of Federal Awards have been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in our opinion, are fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

et tConprinsg, LLC

August 29, 2005
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINACIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS '

Honorable William G. Holland
Auditor General
State of Illinois

As Special Assistant Auditors for the Auditor General, we have audited the financial statements of the
governmental activities, each major fund, and the aggregate remaining fund information of the Clay,
Crawford, Jasper, Lawrence and Richland Counties Regional Office of Education #12, as of and for the
year ended June 30, 2005, which collectively comprise the Regional Office of Education #12’s basic
financial statements and have issued our report thereon dated August 29, 2005. 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 Govermment Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Clay, Crawford, Jasper, Lawrence and Richland
Counties Regional Office of Education #12°s internal control over financial reporting in order to
determine our auditing procedures for the purpose of expressing our opinion on the financial statements
and not to provide an opinion on the internal control over financial reporting. Our consideration of the
internal control over financial reporting would not necessarily disclose all matters in the internal control
over financial reporting that might be material weaknesses. A material weakness is a reportable condition
in which the design or operation of one or more of the internal control components does not reduce to a
relatively low level the risk that misstatements caused by error or fraud in amounts that would be material
in relation to the financial statements being audited may occur and not be detected within a timely period
by employees in the normal course of performing their assigned functions. We noted no matters
involving the internal control over financial reporting and its operation that we consider to be material
weaknesses.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Clay, Crawford, Jasper, Lawrence and
Richland Counties Regional Office of Education #12’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards. However, we noted a certain immaterial instance of
noncompliance which is required by the Guidelines to Auditing and Reporting for a Regional Office
of Education, to be reported on the accompanying Schedule of Findings and Questioned Costs as
item 05-01.

This report is intended solely for the information and use of the Auditor General, the General Assembly,
the Legislative Audit Commission, the Governor, agency management, others within the organization,
Illinois State Board of Education, federal awarding agencies and pass-through entities and is not intended
to be and should not be used by anyone other than these specified parties.

Maﬂ Copung, LLC

August 29, 2005
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE
TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Honorable William G. Holland
Auditor General
State of Illinois

Compliance

We have audited the compliance of the Clay, Crawford, Jasper, Lawrence and Richland Counties
Regional Office of Education #12 with the types of compliance requirements described in the U.S. Office
of Management and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to each of
its major federal programs for the year ended June 30, 2005. The Clay, Crawford, Jasper, Lawrence and
Richland Counties Regional Office of Education #12°s major federal programs are identified in the
summary of auditors® results section of the accompanying Schedule of Findings and Questioned Costs.
Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of its
major federal programs is the responsibility of the Clay, Crawford, Jasper, Lawrence and Richland
Counties Regional Office of Education #12°s management. Our responsibility is to express an opinion on
the Clay, Crawford, Jasper, Lawrence and Richland Counties Regional Office of Education #12’s
compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the -
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, dudits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the
Clay, Crawford, Jasper, Lawrence and Richland Counties Regional Office of Education #12°s compliance
with those requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does not
provide a legal determination on the Clay, Crawford, Jasper, Lawrence and Richland Counties Regional
Office of Education #12°s compliance with those requirements.

In our opinion, the Clay, Crawford, Jasper, Lawrence and Richland Counties Regional Office of

Education #12 complied, in all material respects, with the requirements referred to above that are
applicable to each of its major federal programs for the year ended June 30, 2005.
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Internal Control Over Compliance

The management of the Clay, Crawford, Jasper, Lawrence and Richland Counties Regional Office of
Education #12 is responsible for establishing and maintaining effective internal control over compliance
with requirements of laws, regulations, contracts, and grants applicable to federal programs. In planning
and performing our audit, we considered the Clay, Crawford, Jasper, Lawrence and Richland Counties
Regional Office of Education #12’s internal control over compliance with requirements that could have a
direct and material effect on a major federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance and to test and report on the internal control over
compliance in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all matters in the
internal control that might be material weaknesses. A material weakness is a reportable condition in
which the design or operation of one or more of the internal control components does not reduce to a
relatively low level the risk that noncompliance with applicable requirements of laws, regulations,
contracts, and grants caused by error or fraud that would be material in relation to a major federal
program being audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. We noted no matters involving the internal control over
compliance and its operation that we consider to be material weaknesses.

This report is intended solely for the information and use of the Auditor General, the General Assembly,
the Legislative Audit Commission, the Governor, agency management, others within the organization,
Illinois State Board of Education, federal awarding agencies and pass-through entities and is not intended
to be and should not be used by anyone other than these specified parties.

WM d‘&‘ﬂﬂ/ﬂ/ , e
August 29, 2005
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CLAY, CRAWFORD, JASPER, LAWRENCE AND RICHLAND COUNTIES
REGIONAL OFFICE OF EDUCATION #12

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the year ended June 30, 2005

Section I - Summary of Auditors' Results

Financial statements

Type of auditors' report issued: UNQUALIFIED

Internal control over financial reporting:

- material weakness(es) identified? yes X no

- Reportable condition(s) identified that
are not considered to be material

weakness(es)? yes X none reported

- Noncompliance material to financial
statements noted? yes X no

Federal Awards

Internal control over major programs:

- material weakness(es) identified? yes X no

- Reportable condition(s) identified that
are not considered to be material
material weakness(es)? yes X none reported

Type of auditors' report issued on compliance for major programs: UNQUALIFIED

Any audit findings disclosed that are required to be reported
in accordance with Circular A-133, Section .510(a)? yes X no

11



CLAY, CRAWFORD, JASPER, LAWRENCE AND RICHLAND COUNTIES
REGIONAL OFFICE OF EDUCATION #12

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the year ended June 30, 2005

Section I - Summary of Auditors' Results (concluded)

Identification of major programs:

CFDA Number(s) Name of federal program or cluster
84.027A Fed - Special Education - IDEA Discretionary
84.186A Title IV Safe and Drug Free
Dollar threshold used to distinguish between Type A and Type B programs: $300,000
Auditee qualified as a low-risk auditee? yes X no

12



CLAY, CRAWFORD, JASPER, LAWRENCE AND RICHLAND COUNTIES
REGIONAL OFFICE OF EDUCATION #12

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the year ended June 30, 2005

Section II: Financial Statement Findings

FINDING NO. 05-01 - Noncompliance with State Mandates

Criteria/Specific Requirement:

A. The Illinois School Code (105 ILCS 5/3-14.17) requires that the Regional Superintendent notify
the presidents of boards of trustees and the clerks and secretaries of school districts, on or before
September 30, annually, of the amount of money distributed by him/her to the school treasurer, with
the date of distribution.

B. The Illinois School Code 105 ILCS 5/3-14.11 states that the Regional Superintendent shall
examine at least once each year all books, accounts, and vouchers of every school treasurer in his
educational service region, and if he finds any irregularities in them, to report them at once, in
writing, to the trustees in Class II county school units, to the respective school boards of those school
districts which form a part of a Class II county school unit but which are not subject to the jurisdiction
of the trustees of schools of any township in which any such district is located, or to the respective
school boards of the district in Class I county school units whose duty it shall be to take immediately
such action as the case demands.

This mandate has existed in its current form since at least 1953.
Condition:

A. The Regional Office of Education No. 12 did not notify the presidents of boards of trustees and
the clerks and secretaries of school districts, on or before September 30, of the dates of distribution of
monies by her to the school treasurer.

B. The Regional Office is not examining all books, accounts, and vouchers of every school treasurer
in her educational service area at least once each year. Regional Office officials noted that they
believe this mandate is outdated and that they are satisfying the intent of the statute by other reviews
they undertake. For example, the Regional Superintendent signs off on the Annual Financial Reports
from the school districts in her region. In addition, the Regional Office gets a spreadsheet from the
Illinois State Board of Education (ISBE) that outlines all of the school districts and their audit
exceptions, if any. The Regional Office follows up with school districts having exceptions and gets
the corrective action and forwards it to ISBE.

While these are reviews involving the finances of school treasurers, they are not in the level of detail
required by 105 ILCS 5/3-14.11.

Effect:

The Regional Office of Education #12 did not comply with statutory requirements.

13



CLAY, CRAWFORD, JASPER, LAWRENCE AND RICHLAND COUNTIES
REGIONAL OFFICE OF EDUCATION #12

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the year ended June 30, 2005

Section II: Financial Statement Findings (Continued)
FINDING NO. 05-01 - Noncompliance with State Mandates (Continued)

Cause:
The Regional Office of Education No. 12 stated they were unaware of both statutes.
Auditors’ Recommendation:

The Regional Office of Education No. 12 should ensure they comply with all applicable provisions of
the Illinois Compiled Statutes. Specifically, the Regional Office should forward the necessary
financial information as required by 105 ILCS 5/3-14.17 to the proper entities prior to September 30
of each year. The Regional Office of Education No. 12 should comply with the reporting
requirements and deadlines and maintain evidence to support the submission of required information.
The Regional Office should also comply with the requirements of 105 ILCS 5/3-14.11. If the
Regional Office believes the statutory mandate is obsolete or otherwise unnecessary, then it should
seek legislative action to revise the statute accordingly.

Management’s Response:

A. The Regional Office of Education No. 12 will notify the presidents of boards of trustees and the
clerks and secretaries of school districts, on or before September 30, annually, of the amount of
money distributed by him/her to the school treasurer, with the date of distribution as required by the
Tlinois School Code 105 ILCS 5/3-14.17.

B. In 1953, there were 102 county superintendents and their duties were a lot less numerous than
today. Few schools had budgets that exceeded $500,000. Under such conditions, this law probably
made sense. During the past 50+ years, various practices have evolved eliminating the need for this
type of monitoring. In the 21® century, all schools have multi-million dollar budgets that are: 1.)
audited annually by professionally certified outside auditing firms; 2.) audits are filed for public
record & inspection; and 3.) this is tracked through the process by the procedures mentioned above in
the section titled “Condition”. Requiring the ROE’s to do another review would be redundant, costly,
and require the hiring of teams of new staff members in each ROE to carry out the task. The latter
begs the question of which level(s) of government would bear the cost to carry out this task and how
costly might that be to reinstitute the practice?

We are grateful for the OAG’s assistance in calling this to our collective attention because it provides
the Regional Offices of Education with additional justification to request that the General Assembly
delete this and other obsolete sections from the statutes. We will seek a legislative solution to this
and other obsolete passages.

14



CLAY, CRAWFORD, JASPER, LAWRENCE AND RICHLAND COUNTIES
REGIONAL OFFICE OF EDUCATION #12

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the year ended June 30, 2005

Section ITI: Federal Award Findings

No findings were noted for the year ended June 30, 2005.

15



CLAY, CRAWFORD, JASPER, LAWRENCE AND RICHLAND COUNTIES
REGIONAL OFFICE OF EDUCATION #12

CORRECTIVE ACTION PLAN FOR CURRENT-YEAR AUDIT FINDINGS
For the year ended June 30, 2005

Corrective Action Plan
Finding No.: 05-01

Condition:

A. Tested under Control #9085 in the Mandate Testing File — The Regional Office of Education No.
12 did not notify the presidents of boards of trustees and the clerks and secretaries of school districts,
on or before September 30, of the dates of distribution of monies by her to the school treasurer.

B. The Regional Office is not examining all books, accounts, and vouchers of every school treasurer
in her educational service area at least once each year. Regional Office officials noted that they
believe this mandate is outdated and that they are satisfying the intent of the statute by other reviews
they undertake. For example, the Regional Superintendent signs off on the Annual Financial Reports
from the school districts in her region. In addition, the Regional Office gets a spreadsheet from the
Illinois State Board of Education (ISBE) that outlines all of the school districts and their audit
exceptions, if any. The Regional Office follows up with school districts having exceptions and gets
the corrective action and forwards it to ISBE.

While these are reviews involving the finances of school treasurers, théy are not in the level of detail
required by 105 ILCS 5/3-14.11.

Plan:
A. The Regional Office of Education No. 12 will notify the presidents of boards of trustees and the
clerks and secretaries of school districts, on or before September 30, annually, of the amount of
money distributed by her to the school treasurer, with the date of distribution as required by the
Tlinois School Code 105 ILCS 5/3-14.17.
B. We will seek a legislative solution to this and other obsolete passages.

Anticipated Date of Completion:
A. September 27, 2005
B. Ongoing

. Name of Contact Person:

Carol Steinman, Regional Superintendenf
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CLAY, CRAWFORD, JASPER, LAWRENCE AND RICHLAND COUNTIES
REGIONAL OFFICE OF EDUCATION #12

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

June 30, 2005
Finding number Condition Current Status
04-01 The Regional Office of Education #12 did Finding was not
not publish nor post in each school building repeated.

under his or her jurisdiction, a copy of the
Institute Fund report on or before

January 1, 2004. The Regional Office of
Education also did not submit the required
reports until the audit was received by the
Regional Office of Education No. 12,
which was after January 1, 2004.
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CLAY, CRAWFORD, JASPER, LAWRENCE AND RICHLAND COUNTIES
REGIONAL OFFICE OF EDUCATION #12

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the year ended June 30, 2005

The Regional Office of Education #12 for the Counties of Clay, Crawford, Jasper, Lawrence and
Richland provides this Management’s Discussion and Analysis of its financial statements. This narrative
overview and analysis of the financial activities is for the fiscal year ended June 30, 2005. Readers are
encouraged to consider the information in conjunction with the Regional Office’s financial statements
that follow.

2005 Financial Highlights

e  Within the Governmental Funds, the General Fund revenues decreased by $1,373 from $954,164 in
fiscal year 2004 to $952,791 in fiscal year 2005. Revenue from local sources increased while funding
from state sources and on-behalf payments decreased. General Fund expenditures increased by
$63,096 from $943,729 in FY04 to $1,006,825 in FY05. Much of this increase was for purchased
services.

e  Within the Governmental Funds, the Special Revenue Funds revenue increased by $172,904 from
$1,963,786 in FY04 to $2,136,690 in FY05. The Special Revenue Funds expenditures increased by
$176,805 from $2,018,365 in FY04 to $2,195,170 in FY05. The increase in revenue was due to an
overall increase in funding for grant programs. Because of the additional funding available,
expenditures for items such as salaries and benefits also increased.

Using This Report

This report consists of a series of financial statements and other information, as follows:

Management’s Discussion and Analysis introduces the basic financial statements and provides an
analytical overview of the Regional Office’s financial activities.

The Government-wide financial statements consist of a Statement of Net Assets and a Statement
of Activities. These provide information about the activities of the Regional Office of Education
as a whole and present an overall view of the office’s finances.

Fund financial statements report the Regional Office’s operations in more detail than the
government-wide statements by providing information about the most significant funds.

Notes to the financial statements provide additional information that is needed for a full
understanding of the data provided in the basic financial statements.

Required supplementary information further explains and supports the financial statements and
supplementary information provides detail information about the non-major funds.
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Reporting the Office as a Whole

The Statement of Net Assets and the Statement of Activities

The Government-wide statements report information about the Regional Office of Education #12 as a
whole. The Statement of Net Assets includes all of the assets and liabilities. All of the current year
revenues and expenses are accounted for in the Statement of Activities regardless of when cash is
received or paid, using accounting methods similar to those used by private-sector companies.

The two Government-wide statements report the Office’s net assets and how they have changed. Net
assets — the difference between the assets and liabilities — are one way to measure the Office’s financial
health or position.
e Over time, increases or decreases in the net assets can be an indicator of whether financial
position is improving or deteriorating, respectively.
e To assess the Regional Office’s overall health, additional non-financial factors, such as new laws,
rules, regulations, and non-funded mandates need to be considered.

The Government-wide financial statements present all of the Office’s activities as governmental
activities. Local, state and federal monies finance most of these activities.

The fund financial statements provide detailed information about the Regional Office’s funds, focusing on
its most significant or “major” funds. Funds are accounting devices that allow the tracking of specific
sources of funding and spending on particular programs. Some funds are required by state law. The
Regional Office of Education #12 established other funds to control and manage money for particular
purposes.

The Office has two kinds of funds:

1. Governmental funds account for all of the Office’s services. These focus on how cash and other
financial assets that can be readily converted to cash flow in and out and the balances left at year-
end that are available for spending. Consequently, the governmental fund statements provide a
detailed short-term view that helps determine whether there are more or fewer resources that can
be spent in the near future to finance the Office’s programs. The Office’s Governmental Funds
include: the General Fund and the Special Revenue Funds.

The governmental funds required financial statements include a Balance Sheet and a Statement of
Revenues, Expenditures and Changes in Fund Balances.

2. Fiduciary funds are used to account for assets held by the Regional Office of Education #12 in a
trust capacity or as an agent for individuals and private or governmental organizations. These

funds are custodial in nature (assets equal liabilities) and do not involve measurement of results
of operation.

The fiduciary funds required financial statements include a Statement of Fiduciary Net Assets.

A summary reconciliation between the Government-wide financial statements and the fund financial
statements follows the fund financial statements.
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Government-Wide Financial Analysis

As noted earlier, net assets may serve when examined over time as one indicator of the financial position
of the Regional Office. The net assets at the end of FY05 totaled approximately $1,043,984. At the end
of FY04, the net assets were approximately $1,171,507. The analysis that follows provides a summary of
the office’s governmental net assets at June 30, 2005 and 2004.

CONDENSED STATEMENT OF NET ASSETS

Governmental Activities Total
2005 2004 2005 2004
Current assets $ 999,856 $ 1,065,822 $ 999,856 $ 1,065,822
Capital assets,being
depreciated, net 119,093 134,102 119,093 134,102
Total assets 1,118,949 1,199,924 1,118,949 1,199,924
Current liabilities 74,965 28,417 74,965 28,417
Total liabilities 74,965 28,417 74,965 28,417
Net assets:
Invested in capital assets, net
of related debt 119,093 134,102 119,093 134,102
Unrestricted 924,891 1,037,405 924,891 1,037,405
Total net assets $ 1,043,984 $ 1,171,507 $ 1,043,984 $ 1,171,507

The Regional Office of Education’s net assets decreased by approximately $127,523 from FY04. The
decrease occurred primarily in the Governmental Fund as a result of grant reductions in vital services and
increases in purchased services expense.
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The following analysis shows the changes in net assets for the years ended June 30, 2005 and 2004.

CHANGES IN NET ASSETS
Governmental Activities Total
2005 2004 2005 2004
Revenues:
Program revenues:

Operating grants and contributions $ 2,144,713 § 1,986,900 $ 2,144,713 $ 1,986,900
General revenues:

Local sources 699,082 643,748 699,082 643,748
On-behalf payments 229,737 271,826 229,737 271,826
Interest 15,949 15,476 15,949 15,476
Total revenues 3,089,481 2,917,950 3,089,481 2,917,950
Expenses:
Programs expenses:
Salaries and benefits 1,429,384 1,354,366 1,429,384 1,354,366
Purchased services 1,010,909 889,371 1,010,909 889,371
Supplies and materials 179,469 145,833 179,469 145,833
Capital outlay - 14,600 - 14,600
Other objects 56,827 27,226 56,827 27,226
Payments to other governments 254,965 232,084 254,965 232,084
Depreciation 55,713 57,202 55,713 57,202
Administrative expenses:
On-behalf payments - state 229,737 271,826 229,737 271,826
Total expenses 3,217,004 2,992,508 3,217,004 2,992,508
Changes in net assets (127,523) (74,558) (127,523) (74,558)
Net assets, beginning of year 1,171,507 1,246,065 1,171,507 1,246,065
Net assets, end of year $ 1,043,984 $§ 1,171,507 $ 1,043,984 § 1,171,507
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Governmental Activities

Revenues for governmental activities were $3,089,481 and expenditures were $3,217,004. The Regional
Office of Education #12 did not fill some vacant job positions and used local funds to pay for current
expenses. Due to budgetary restraints it was necessary to assign duties of vacated positions to existing
staff. Some job responsibilities were assumed by office staff rather than contracted for services. While
these measures resolved current expense requirements, the continued practice of this approach was found
to impair the daily functioning and services of the Regional Office. To comply with previous
recommendations and government regulations, reorganization of the accounting process was essential. In
order to expedite immediate needs/requirements, a part-time person was employed and additional
mandated functions were contracted.

Financial Analysis of the Regional Office of Education #12 Funds

As previously noted, the Regional Office of Education #12 uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements,

The Office’s Governmental Funds reported combined fund balances of $924,891 in FY05 and $1,037,405
in FY04. The primary reason for the decrease in combined fund balances in FY05 and FY04 was the
increase in expenditures.

Governmental Fund Highlights:

e A reduction in FY0S dollars in school improvement services continues to impact operations. The
S.0.S. (System of Support) Grant has helped to blunt the impact of the reductions. However, an
insufficient amount of funds was received to provide services. In order to continue providing
high-level services, monies will have to be obtained from other sources.

¢ The dollar return on investments (certificates of deposit, short term investments) was reduced
because of low interest rates.

e County support for the Regional Office of Education #12 was again reduced.

e The delay in some grant funding payments continues to be a financial hardship.

e There was an increase in the state aid foundation level to $4,964 per student from $4,810. This
increase helped to maintain services for the Regional Safe Schools Program and Truant
Alternative Optional Education Program.

Budgetary Highlights:

The ROE #12 annually adopts budgets for certain grants, which are submitted to the State Board of
Education. The State Board reviews the proposed budget and either grants approval or returns it without
approval with comments. Any unapproved budget must be resubmitted to the State Board for final
approval. The budget may be amended during the year utilizing procedures prescribed by the State
Board. Over the course of the year, the ROE #12 amended several of its grant budgets to reflect
adjustments in revenue and expenditures associated with changes in funding from the federal and state
sources or for additional services needed and provided to the local school districts. A schedule showing
the original and final grant budget amounts compared to the ROE’s actual financial activity is included in
the supplementary information section of this report on page 48 and pages 57 through 64.
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Capital Assets

Capital Assets of the Regional Office of Education #12 include office equipment, computers, audio-visual
equipment and office furniture. The Regional Office of Education #12 maintains an inventory of capital
assets that has accumulated over time. The increase for FY05 was $40,704 which came as a result of
funding for the purchase of equipment provided to the Regional Office of Education #12. No assets were
disposed of during this fiscal year. In addition, the Regional Office of Education #12 has adopted a
depreciation schedule that reflects the level of Net Governmental Activities Capital Assets.

Economic Factors and Next Year’s Budget

At the time these financial statements were prepared and audited, the Regional Office was aware of
several existing circumstances that could affect its financial health in the future:

The State of Illinois Foundation level used in the calculation has increased to $5,164 per student.
The interest rate on investments remains low and will impact interest earned.

Several grants have remained near or at previous levels.

County Board support of the Regional Office of Education #12 for the year ended June 30, 2006
will remain at the same level as FY 05.

e The Regional Office of Education #12 is assuming additional projects and rendering new services
to help alleviate budget constraints due to reduced funding. Examples include ROE #12/EIU
Cohorts and Fingerprinting.

Contacting the Regional Office’s Financial Management

This financial report is designed to provide the Regional Offices’ citizens, taxpayers, clients and other
constituents with a general overview of its finances and to demonstrate the accountability for the money it
receives. If the reader has questions concerning this report or needs additional financial information,
please contact the Regional Superintendent of the Regional Office of Education #12, 103 W. Main Street,

Olney, IL 62450.
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CLAY, CRAWFORD, JASPER, LAWRENCE AND RICHLAND COUNTIES

REGIONAL OFFICE OF EDUCATION #12

ASSETS

Current assets:
Cash
Due from other governments

Total current assets

Noncurrent assets:
Capital assets, net

Total assets
LIABILITIES
Current liabilities:
Accounts payable
Due to other governments
Unearned revenue

Total liabilities

NET ASSETS

STATEMENT OF NET ASSETS
June 30, 2005

Investment in capital assets, net of related debt

Unrestricted

Total net assets

The notes to the financial statements are an integral part of this statement.
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Governmental
Activities

$ 978,513
21,343

999,856

119,093

1,118,949

23,506
14,025
37,434

74,965

119,093

924,891

$ 1,043,984



CLAY, CRAWFORD, JASPER, LAWRENCE AND RICHLAND COUNTIES
REGIONAL OFFICE OF EDUCATION #12

STATEMENT OF ACTIVITIES
For the year ended June 30, 2005

Net (Expenses)
Revenue and
Changes in Net
Program Revenues Assets
Operating
Grants and Governmental
FUNCTIONS/PROGRAMS Expenses Contributions Activities
Governmental Activities:
Instructional services:
Salaries and benefits $ 1,429,384 $ 1,071,663 (357,721)
Purchased services 1,010,909 605,258 (405,651)
Supplies and materials 179,469 133,337 (46,132)
Capital outlay - 40,503 40,503
Other objects 56,827 38,987 (17,840)
Payments to other governments 254,965 254,965 -
Depreciation 55,713 - (55,713)
Administrative:
On-behalf payments 229,737 - (229,737)
Total governmental activities $ 3,217,004 $ 2,144,713 (1,072,291)
General revenues:
Local sources 699,082
On-behalf payments 229,737
Interest 15,949
Total general revenues 944,768
Change in net assets (127,523)
Net assets - beginning 1,171,507
Net assets - ending $ 1,043,984

The notes to the financial statements are an integral part of this statement.
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CLAY, CRAWFORD, JASPER, LAWRENCE AND RICHLAND COUNTIES
REGIONAL OFFICE OF EDUCATION #12

ASSETS
Cash
Due from other funds

Due from other governments

Total assets

LIABILITIES

Accounts payable

Due to other funds

Due to other governments
Unearned revenue

Total liabilities
FUND BALANCES
Unreserved, reported in:

General fund

Special revenue funds

Total fund balances

BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2005
Other Total
Education Nonmajor Governmental
General Fund Funds Funds
$ 333,676 § 537,982 $ 106,855 $§ 978,513
11,718 - - 11,718
- 21,343 - 21,343
$ 345,394 § 559,325 $ 106,855 $ 1,011,574
$ 5,703 $ 17,803 $ - $ 23,506
- 11,718 - 11,718
- 14,025 - 14,025
- 35,896 1,538 37,434
5,703 79,442 1,538 86,683
339,691 - - 339,691
- 479,883 105,317 585,200
339,691 479,883 105,317 924,891
$ 559,325 $ 106,855 $ 1,011,574

Total liabilities and fund balances $ 345,394

The notes to the financial statements are an integral part of this statement.
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CLAY, CRAWFORD, JASPER, LAWRENCE AND RICHLAND COUNTIES
REGIONAL OFFICE OF EDUCATION #12

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
June 30, 2005

Total fund balances-governmental funds § 924,891

Amounts reported for governm