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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34

COMPLIANCE REPORT SUMMARY

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

AUDITORS' REPORTS

The auditors’ reports on compliance and on internal controls contain scope limitations,
disclaimers, or other significant non-standard language.

SUMMARY OF AUDIT FINDINGS

Number of This Audit Prior Audit
Audit findings 5 7
Repeated audit findings 5 4
Prior recommendations implemented

or not repeated 2 1

Details of audit findings are included in a separate report section.

An additional matter which is less than a significant deficiency or material weakness but more
than inconsequential, has been reported in a Management Letter of Comments to the Regional
Superintendent. In prior years, this issue may have been included as an immaterial finding in the
auditors' report.

SUMMARY OF FINDINGS AND QUESTIONED COSTS

jtem No. Page Description Finding Type
FINDINGS (GOVERNMENT AUDITING STANDARDS)

12-1 12 Controls Over Financial Statement Preparation Matenal Weakness

12-2 14 Failure to Apply Appropriate Accounting Principles  Significant Deficiency

12-3 16 Inadequate Controis Over Purchased Services Significant Deficiency
Expenditures

12-4 17 Inadequate [ntemal Controls Over Reportingand  Significant Deficiency
Inaccurate Expenditure Reports and Noncompliance

12-5 19 Inadequate Documentation for Payroll Expenditures Material Weakness

and Noncompliance
FINDINGS AND QUESTIONED COSTS (FEDERAL COMPLIANCE)

12-5 19 Inadequate Documentation for Payroll Expenditures Materal Weakness
and Noncompliance



LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34

COMPLIANCE REPORT SUMMARY

{tem No. Pade Description Finding Type

PRIOR FINDINGS NOT REPEATED (GOVERNMENT AUDITING STANDARDS)

11-4 29 inadequate Internal Controls Over Cash Material Weakness

PRIOR FINDINGS NOT REPEATED (FEDERAL COMPLIANCE)

11-7 29 Inadequate Documentation for Expenditure Significant Deficiency
Reporls and Noncompliance

EXIT CONFERENCE

The findings and recommendations appearing in this report were discussed with Agency
personnel at a formal exit conference held on May 31, 2013. Attending were Honorable
Roycealee J. Wood, Regional Superintendent, Gary E. Pickens, Assistant Regional
Superintendent, Kay Klemens, Principal Accountant, Bemice Hawkins, Senior Accounting
Specialist, Lynn Davis, Administrative Assistant, Kent Blake, Financial Consultant and Kristyl
McDaniel, auditor with Winkel, Parker & Foster, CPA PC. Responses to the recommendations
were provided by the Lake County Regional Office of Education No. 34 on April 29, 2013.



LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34

FINANCIAL STATEMENT REPORT SUMMARY

The audit of the accompanying basic financial statements of the Lake County Regional Office of
Education No. 34 was performed by Winkel, Parker & Foster, CPA PC.

Based on their audit, the auditors expressed an unqualified opinion on the Lake County Regional
Office of Education No. 34's basic financial statements.



m P Winkel, Parker
& Foster, CPA PC
Certified Public Accountants & Cnnsult;m(.s

INDEPENDENT AUDITORS’ REPORT

Honorable William G. Holland
Auditor General
State of lllinois

As Special Assistant Auditors for the Auditor General, we have audited the accompanying
financial statements of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the Lake County Regional Office of Education
No. 34, as of and for the year ended June 30, 2012, which collectively comprise the Lake County
Regional Office of Education No. 34’s basic financial statements as listed in the table of contents.
These financial statements are the responsibility of the Lake County Regional Office of Education
No. 34's management. Our responsibility is to express opinions on these financiat 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 obfain 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, 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, the business-type activities, each
major fund, and the aggregate remaining fund information of the Lake County Regional Office of
Education No. 34, as of June 30, 2012, and the respective changes in financial position and,
where applicable, cash flows 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 May
31, 2013 on our consideration of the Lake County Regional Office of Education No. 34'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 internat control over
financial reporting or on compfiance. 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.



Accounting principles generally accepted in the United States of America require that the
Management’s Discussion and Analysis and Schedule of Funding Progress - Other
Postemployment Benefits on pages 31 through 40 and 80 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing
the information and comparing the information for consistency with management's responses to
our inquiries, the basic financial statements, and other khowledge we obtained during our audit of
the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Lake County Regional Office of Education No. 34’s financial statements.
The combining and individual nonmajor fund financia! statements, budgetary comparison
schedules, Schedule of Disbursements to School District Treasurers and Other Entities, and
Schedule of Expenditures of Federal Awards, as required by U.S. Office of Management and
Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations are
presented for purposes of additional analysis and are not a required part of the financial
statements. Such information is the responsibility of management and was derived from and
relates direclly to the underlying accounting and other records used to prepare the financiat
statements. The information has been subjected to the auditing procedures applied in the audit
of _the _financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statemeants themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United Stafes of
America. In our opinion, the combining and individual nonmajor fund financial statements,
budgetary comparison schedules, Schedule of Disbursements to School District Treasurers and
Other Entities, and the Schedule of Expenditures of Federal Awards are fairly stated in all
material respects in relation to the financial statements taken as a whole.

Winkel Parker & Foster, CPA PC

Clinton, lowa
May 31, 2013
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INDEPENDENT AUDITORS' 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

Honorable William G. Holland
Auditor Generat
State of Nlinols

As Special Assistant Auditors for the Auditor General, we have audited the financial statements
of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the Lake County Regional Office of Education No. 34, as of and
for the year ended June 30, 2012, which collectively comprise the Lake County Regional Office
of Education No. 34's basic financial statements and have issued our report thereon dated May
31, 2013. We conducted our audit in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

Management of the Lake County Regional Office of Education No. 34 is responsible for
establishing and maintaining effective internal control over financial reporting. In planning and
performing our audit, we considered the Lake County Regional Office of Education No. 34’s
internal control over financial reporting as a basis for designing our auditing procedures for the
purpose of expressing our opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Lake County Regional Office of Education No.
34’s internal control over financial reporling. Accordingly, we do not express an opinion on the
effectiveness of the Lake County Regional Office of Education No. 34's internal confrol over
financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described
in the preceding paragraph and was not designed to identify all deficiencies in the internal control
over financial reporting that might be significant deficiencies or material weaknesses and
therefore, there can be no assurance that all deficiencies, significant deficiencies, or material
weaknesses have been identified. However, as described in the accompanying Schedule of
Findings and Questioned Costs we identified certain deficiencies in internal control over financial
reporting that we consider to be material weaknesses and other deficiencies that we consider to
be significant deficiencies.



A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented, or
detected and corrected on a timely basis. We consider the deficiencies described in findings
12-1 and 12-5 in the accompanying Schedule of Findings and Questioned Costs to be material
weaknesses.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is
less severe than a materiat weakness, yet important enough to merit attention by those charged
with governance. We consider the deficiencies described in findings 12-2, 12-3, and 12-4 in the
accompanying Schedule of Findings and Questioned Costs to be significant deficiencies.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Lake County Regional Office of
Education No. 34's financial statements are free of material misstatement, we performed tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed an instance of noncompliance or other matter that is
required to be reported under Government Auditing Standards and which is described in the
accompanying Schedule of Findings and Questioned Costs as item 12-5.

We also noted a certain matter which we have reported to management of thé Lake County
Regional Office of Education No. 34 in a separale letter dated May 31, 2013.

Lake County Regional Office of Education No. 34's responses to the findings identified in our
audit are described in the accompanying Schedule of Findings and Questioned Costs. We did not
audit Lake County Regional Office of Education No. 34's responses and, accordingly, we express
no opinion on the responses.

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 entity, litinois 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.

Wikel Parkor & Foster CPA FC

Clinton, Jowa
May 31, 2013
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH
REQUIREMENTS THAT COULD HAVE A DIRECT AND MATERIAL EFFECT
ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Honorable William G. Holland
Auditor General
State of lllinois

Compliance

We have audited the Lake County Regional Office of Education No. 34's compliance with the
types of compliance requirements described in the OMB Circular A-133 Cormnpliance
Supplement that could have a direct and material effect on each of the Lake County Regional
Oftice of Education No. 34’s major federal programs for the year ended June 30, 2012. The
Regional Office of Education No. 34's major federal programs are identified in the summary of
auditor's results section of the accompanying Schedule of Findings and Questioned Costs.
Compliance with the requirements of Jaws, regulations, contracts, and grants applicable to each
of its major federal programs is the responsibility of the Lake County Regional Office of
Education No. 34’s management. Our responsibility is to express an opinion on the Lake
County Regional Office of Education No. 34’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, Audits 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 Lake County
Regional Office of Education No. 34’'s compliance with those requirements and performing such
other procedures as we considered necessary in the ¢ircumstances. We believe that our audit
provides a reasonable basis for our opinion. Our audit does not provide a legal determination
of the Lake County Regional Office of Education No. 34's compliance with those requirements.

As described in item 12-5 in the accompanying Schedule of Findings and Questioned Costs,
the Lake County Regional Office of Education No. 34 did not comply with reguirements
regarding allowable costs/cost principles that are applicable to its Title | - School Improvement
and Accountability grant program. Compliance with such requirements is necessary, in our
opinion, for the Lake County Regional Office of Education No. 34 to comply with the
requirements applicable to that program.



In our opinion, except for the noncompliance described in the preceding paragraph, the Lake
County Regional Office of Education No. 34 complied, in all material respects, with the
compliance requirements referred to above that could have a direct and material effect on each
of its major federal programs for the year ended June 30, 2012.

Internal Control Over Compliance

Management of the Lake County Regional Office of Education No. 34 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 Lake County Regional Office of Education No. 34’s
internai control over compliance with the requirements that could have a direct and matenal
effect on a major federal program to determine the auditing procedures for the purpose of
expressing our opinion on compliance and to test and report on internal control over compliance
in accordance with OMB Circutar A-133, but not for the purpose of expressing an opinion on the
effectiveness of internai control over compliance. Accordingly, we do not express an opinion on
the effecliveness of the Lake County Regional Office of Education No. 34's interhal control over
compliance.

Our consideration of internal control over compliance was for the limited purpose described in
the preceding paragraph and was not designed to identify all deficiencies in internal control over
compliance that might be significant deficiencies or material weaknesses ang therefore, there
can be no assurance that all deficiencies, significant deficiencies, or material weaknesses have
been identified. However, as discussed below, we identified a certain deficiency in internal
control over compliance that we consider to be a material weakness.

A deficiency in internal controf over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in
internal confrol over compliance is a deficiency, or combination of deficiencies, in internal
control over compliance, such that there is reasonable possibility that material noncompliance
with a type of compliance requirement of a federal program will not be prevented, or detected
and corrected, on a timely basis. We consider the deficiency in internal control over compliance
described in the accompanying Schedule of Findings and Questioned Costs as item 12-5 o be
a material weakness.

Lake County Regional Office of Education No. 34's responses to the findings identified in our
audit are described in the accompanying Schedule of Findings and Questioned Costs. We did not
audit Regional Office of Education No. 34's responses and, accordingly, we express no opinion on
the responses.

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

the entity, lllinois 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.

Widkel Parkor & Fostor. CPA PO

Clinton, lowa
May 31, 2013
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2012

Section I: Summary of Auditor’'s Resuits:

Financial Statements

Type of auditor's report issued: Ungualified
Internal control over financial reporting:

Material weakness(es) identified? X yes no
»  Significant deficiency(ies) identified? X yes none reported

Noncompliance material to
financial statements noted? X yes no

Federal Awards
Internal control over major programs:

Material weakness(es) identified? X __ yes no
+ Significant deficiency(ies) identified? yes X__ none reported

Type of auditor's report issued on compliance for major programs:
Qualified

Any audit findings disclosed that are required to be reported in accordance with Section .510(a)
of Circular A-1337? X__ yes no

ldentification of major programs:

CFDA Number(s) Name of Federal Program or Cluster
84.010A Title | - School Improvement and Accouniability

Doltar threshold used to distinguish between type A and type B programs:  $__300,000

Auditee qualified as low-risk auditee? yes X _ no

11



LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2012

Section li: Financial Statement Findings:

FINDING NO. 12-1 - Controls Over Financial Statement Preparation (Repeat from 2011 -
No. 11-1, and 2010 - No. 10-1)

Criteria/Specific Requirement:

The Regional Office of Education No. 34 is required to maintain a system of controls over the
preparation of financial statements in accordance with generally accepted accounting principles
(GAAP). The Regional Office of Education No. 34's internal controls over GAAP financial
reporting should include adequately trained personnel with the knowledge and expertise to
prepare and/or thoroughly review GAAP based financial statements to ensure they are free of
matecial misstatements and include all disclosures as required by the Governmental Accounting
Standards Board (GASB).

Condition:

The Regional Office of Education No. 34 does not have sufficient internal controls over the
financial reporting process. The Regional Office of Education No. 34 maintains their accounting
records on the cash basis of accounting. While the Regional Office of Education No. 34
maintains controls over the processing of most accounting transactions, there are not sufficient
controls over the preparation of the GAAP based financial statemenis for management or
employees in the normal course of performing their assigned functions to prevent or detect and
correct financial statement misstatements and disclosure omissions in a2 timely manner. For
example, auditors, in their review of the Regional Office of Education No. 34's accounting
records, noted numerous adjustments were required to present financial statements in
accordance with generally accepted accounting principles.

Effect:

Management or employees in the normal course of performing their assigned functions may not
prevent or delect and correct financlal statement misstatements and disclosure omissions in a
timely manner.

Cause:

The Regional Office of Education No. 34 does not have proper controls in place over the

preparation of financial statements to ensure that they are presented in accordance with
generally accepled accounting principles.
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
SCREDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2012

Section II:_Financial Statement Findings:

FINDING NO. 12-1 - Controls Over Financial Statement Preparation (Repeat from 2011 -
No. 11-1, and 2010 - No. 10-1) (Continued)

Recommendation:

As part of internal control over the preparation of financial statements, including disclosures, the
Regional Office of Education No. 34 should implement a comprehensive preparation and/or
review procedure to ensure that the financial statements, including disclosures, are complete
and accurate. Such procedures should be performed by a properly trained individual(s)
possessing a thorough understanding of applicable generally accepted accounting principles,
GASB pronouncements, and knowledge of the Regional Office of Education No. 34’s activities
and operations.

Management's Response:

The Lake ROE agrees with the finding and will continue to implement comprehensive
preparation and review procedures to insure that financial statements including disclosures are
complete and accurate. Included in the corrective activities are continued consuliting services
and training to Lake ROE finance staff regarding preparation of financial statements (including
review for completeness and accuracy). In addition, the Lake ROE has conducted additional
training regarding successful use of the Lake ROE's financial management software and has
contracted with a2 part-time business consultant who is reviewing Lake ROE business
procedures and controls. Finally, in an effort to streamline preparation of comprehensive
financial statements, the Lake ROE is in the process of consolidating muitiple installations of
the financial management software into one cohesive system by the end of Fiscal Year 2013.

13



LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2012

Section il; Financial Statement Findings:

FINDING NO. 12-2 - Failure to Apply Appropriate Accounting Principles (Repeat from
2011 - No. 11-2, and 2010 - No. 10-2)

Criteria/Specific Requirement:

Generally accepted accounting principles (GAAP) require that a lease be capitalized if any one
of the foliowing four criteria is a characteristic of the lease transaction: 1) the lease transfers
ownership of the property to the lessee by the end of the lease term, 2) the lease contains
bargain purchase options, 3) the lease term is equal fo 75% or more of the estimated economic
life of the leased property, or 4) the present value of the minimum lease payments at the
inception of the lease, excluding executor costs, equals at least 90% of the fair value of the
leased property. Capital leases are treated as an acquisition of assets and the incurrence of
obligations by the lessee. In addition, sound internal controls require that an inventory of all
fixed assets and depreciation schedules for assets meeting the capitalization threshold for
reporting be properly maintained.

Condition:

The Regional Office of Education No. 34 did not properly record several transactions and, as a
result, did not properly apply the appropriate generally accepted accounting principles (GAAP).

The Regional Office of Education No. 34 capitalizes items costing $5,000 or more. The
capitalization of assets and related depreciation expense wese recognized in the governmental
and business-type activities of the government-wide Statement of Net Assets. Based on our
review of the schedule of capitalized assets and related depreciation (schedule), the following
were noted:

» Items costing less than $5,000 were included in the schedule;

o Two of the three capital [ease equipment items tested were listed at cost equal to
the lotal lease payments and not at the present value of the lease obligations;
and

e One of the three capital lease equipment items was nof included in the schedule.

Auditors proposed adjusting entries to record the above transactions in accordance with GAAP.
Effect:
Failure to apply the applicable generally accepted accounting principles may result in inaccurate

and incomplete financial statements. In addition, failure to update the property schedule results
in inaccurate and incomplete property records.

14



LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2012

Section l}: Financial Statement Findings:

FINDING NO. 12-2 - Failure to Apply Appropriate Accounting Principles (Repeat from
2011 - No. 11-2, and 2010 - No. 10-2) (Continued)

Cause:

For monitoring purposes, the Regional Office of Education No. 34 maintains a fixed asset listing
with equipment items costing $500 and above. The Regional Office of Education No. 34 did not
properly include and exclude items above and below the capitalization threshold of $5,000 when
calculating and recording fixed asset additions and depreciation expense. According to ROE
officials, the Regional Office of Education No. 34 did not have personnel with adequate training
and knowledge to record capital lease transactions in accordance with GAAP.

Recommendation:

The Regional Office of Education No. 34 should establish procedures to ensure that
transactions are properly accounted for and reported in accordance with generally accepted
accounting principles. If necessary, accounting and reporting gujdance should be obtained
from technical resources to be in conformity with GAAP. The fixed asset schedule should also
be completed to include all capital lease items, and only capital assets above the capitalization
threshold.

Management’'s Response:

The Lake ROE agrees with the finding and has posted recommended adjusting entries to
record transactions in accordance with GAAP. In addition, previous adjustments made to the
fixed assets/inventory schedule and reporting procedures were further reviewed and refined as
a part of a recently contracted business consultant’s scope of work. This review and refinement
was accompanied by desk-side training of staff involved with fixed assets/inventory schedules
and/or calcuation of depreciation schedules.
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2012

Section l}: Financial Statement Findings:

FINDING NO. 12-3 - Inadequate Controls Over Purchased Services Expenditures
{(Repeat from 2011 - No. 11-3, 2010 - No. 10-4, 2009 - No. 09-1, and 2008 - No. 08-1)

Criteria/Specific Requirement:

Good internal controls require that all contracts be executed prior (o services being performed
and payments being made to contractors.

Condition:

For 2 of 6 contracts selected for testing, services were performed and paid by the Educational
Services Division (ESD) prior to the ESD obtaining a signed contract with the consultant.

Effect:

Failure to timely maintain contracts may result in services being provided that are inconsistent
with program goals ang activities, inadequate protection of the Regional Office of Education No.
34’s interests, and unallowed costs charged to programs.

Cause:

Proper controls have not been established to ensure that all contractual payments are
supported by signed contracts.

Recommendation:

The Regional Office of Education No. 34 should establish proceduses to ensure all program
costs are sufficiently documented and adequately supporied. Al consuitant agreements should
be supported by 2 current written contract with detailed scope of services and rates of
compensation prior to service being performed.

Management’s Response:

The Lake ROE agrees with the finding and will continue to refine and monitor internal
procedures to ensure all consuitant agreements are supported by a current, timely wrilten
contract with scope of services and rates of compensation. The Lake ROE has developed a
system to document and generate supporting materials to track hours worked and services
provided.
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2012

Section ll: Fimancial Statement Findings:

FINDING NO. 12«4 - Inadequate Internal Controls Over Reporting and Inaccurate
Expenditure Reports (Repeat from 2011 - No. 11-5)

Criteria/Specific Requirement:

Good business practices dictate that proper internal controls, such as management review and
approval of expenditure reports submitted to granting agencies, should be in place. Amounts
submitted on grant expsendituse reports should be in agreement and reconcile with the general
ledger.

Condition:

The Regional Office of Education No. 34 does not have adequate controls in place to ensure
amounts submitted on grant expenditure reports are in agreement and reconcile with the
general ledger. Auditors, during their review of expenditure reporis, noted the following:

« The final expenditure report submitted for the Beginning Teacher Induction Pilot
Program grani, which was received from the lllinois State Board of Education, was
inaccurately reported. When compared to the expenditures recorded in the general
ledger, most categories were over reported while the purchased services category was
under reported by $330. In total, actual expenditures recorded were less than the
amount reported by $10,660.

» The final expenditure report submitted for the ARRA Technology grant, which was
received from the lllinois State Board of Education, was inaccurately reported. When
compared to the expenditures recorded in the general ledger, all categories were
inaccurately reported. This was due to a lack of reclassifications made in the general
ledger. In total, actual expenditures agreed to the amounts reported.

Effect:

Inadequate controls over financial reporting may result in inaccurate reporting of expenditures.
Inaccurate reporting of expenditures may result in the Regional Office of Education No. 34
receiving funding for expenditures that were not allowable or actually incurred. Inability to
substantiate amounts reported could also result in the Regional Office of Education No. 34
refunding portions of their grant awards or having portions of their current or future grant
awards altered.

Cause:
The Regional Office of Education No. 34 has inadequate internal controls in place to ensure
that expenditure reports submitted to granting agencies agree and reconcile to the general

ledger. Therefore, expenditure reports submitted did not agree and reconcile with amounts
reported in the general ledger.
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2012

Section ll: Financial Statement Findings:

FINDING NO. 12-4 - Inadequate Internal Controls Over Reporting and Inaccurate
Expenditure Reports (Repeat from 2011 - No. 11-5) (Continued)

Recommendation:

The Regional Office of Education No. 34’'s management should review expenditure reports and
supporting documentation prior to submission to granting agencies to ensure that expenditures
were actually incurred, allowable, and properly classified. Supporting expenditure
documentation and indication of management's review should be included with a copy of the
report and available for subsequent internal and external review and analysis. In addition,
Regional Office of Education No. 34 should contact lllinois State Board of Education to
determine the need to amend its expenditure reports.

Management's Response:

The Lake ROE agrees with the finding. Year-end emors in expenditure reports were due to loss
of critical expertise in expenditure report preparation associated with personnel furbulence, to
inexperience in both preparing and reviewing staff members regarding expenditure reports, and
failures to reconcile (with documentation) expenditures to budgeted categories and amounts.
As a result, management controls have been put in place to ensure full supporting
documentation is available for all expenditure reports and that expenditures align with budgeted
categories. The Lake ROE has filed an amended expenditure report for the Beginning Teacher
Induction Pilot Program and has returned unexpended funds to the lllinois State Board of
Education (JSBE). Since expenditures were allowable and equaled revenues for the ARRA
Technology Grant, no revision of the final expenditure report was required by ISBE.
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2012

Section ll: Financial Statement Findings:

FINDING NO. 12-5 - Inadequate Documentation for Payroll Expenditures (Repeat from
2011 - No. 11-6, and 2010 - No. 10-5)

Federal Program: Title | - School Improvement and Accountability
Project Number: 2012-4331-SS

CFDA Number: 84.010A

Passed Through: Will County Regional Office of Education No. 56
Federal Agency: U.S. Department of Education

Criteria/Specific Requirement:

Office of Management and Budget (OMB) Circular A-87, Cost Principles for State, Local and
Indian Tribal Governments, establishes principles and standards for determining costs for
federal awards carried out through grants, cost reimbursement contracts, and other
agreements with State and local governments and federally recognized Indian tribal
governments. To be allowable under federal awards, costs must meet certain general criteria.
Those criteria, amang other things, require that expenditures must be allocable, reasonable,
and supported by adequate documentation.

Part 4 of the OMB Circular A-133 Compliance Supplement for the Department of Education
prescribes that employee time and effort distribution records must be maintained to document
the portion of time and effort dedicated to the single cost objective and each program or other
cost objective supported by non-consolidated Federa!l funds or other revenue sources. Time-
and-effort requirements vary under different circumstances:

1. Where emplioyees are expected to work solely on a single federal award or cost
objective, charges for their salaries and wages will be supported by periodic
certifications that the employees worked solely on that program for the period covered
by the certification. These certifications will be prepared at least semi-annually and will
be signed by the employee and supervisory official having firsthand knowledge of the
work performed by the employee. (OMB Circular A-87, Attachment B, paragraph 8.h.(3))

2. Where employees work on mutltipte activities or cost objectives, a distribution of their
salaries and wages will be supported by personnel aclivity reports or equivalent
documentation which meets the following standards uniess another substitute system
has been approved by the cognizant federal agency:
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2012

Section ll: Financial Statement Findings:

FINDING NO. 12-5 - Inadequate Documentation for Payroll Expenditures (Repeat from
2011 - No. 11-6, and 2010 - No. 10-5) (Continued)

Criteria/Specific Requirement: (Continued)

a. They must reflect an after the fact distribution of the actual aclivity of each
employee;

b. They must account for the total activity for which each employee is
compensated;

c. They must be prepared at least monthly and must coincide with one or more pay
periogs;

Q

They must be signed by the employee; and

e. Budget estimates or other distribution percentages determined before the
services are performed do not qualify as support for charges to federal awards
but may be used for interim accounting purposes provided that:

» The governmental unit's system for establishing the estimates produces
reasonable approximations of the activity actually performed;

« At least quarterly, comparisons of actual costs to budgeted distributions
based on the monthly activity reports are made. Costs charged to federal
awards to reflect adjustments made as a resuit of the activity actually
performed may be recorded annually if the quarterly comparisons show
the differences between budgeted and actual costs are less than ten
percent; and

» The budget estimates or other distribution percentages are revised at
least quarterly, if necessary, to reflect changed circumstances. (OMB
Circular A-87, Attachment B, paragraphs 8.h. (4), (5), and (6))

Condition:
During our review of payroll expenditures, we noted the following:

Salaries and benefits for salaried employees assigned on multiple programs were allocated and
charged to the programs based on budgets. No time allocation sheets or time and effort
reports were prepared for the months of July 2011 to December 2011 to account for actual time
charged by program. For the months of January 2012 to June 2012, the Regional Office of
Education No. 34 began preparing time and effort reports, however, the Regional Office of
Education No. 34 did not compare actual time and effort to the budgeted allocations.
Therefore, adjustments were not made to correct differences or errors in actual time versus the
charged budgeted allocations.

Questioned Costs:

Not determinable.
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2012

Section II: Financial Statement Findings:

FINDING NO. 12-5 - Inadequate Documentation for Payroll Expenditures (Repeat from
2011 - No. 11-6, and 2010 - No. 10-5) (Continued)

Context:

The salaries and benefits expenditures for the Regional Office of Education No. 34 for fiscal
year 2012 totaled $671,782 for Title | - School Improvement and Accountability.

Effect:

Failure to prepare time allocation sheets does not provide a sufficient basis for the allocation of
actual payroll charges incurred by program, which may result in a program being over or under
charged for salary and benefits. Failure to compare budget to actual resuits may lead to errors
not being detected and corrected. Noncompliance with the Allowable Costs/Cost Principles of
the Circular A-133 Compliance Supplement may resutt in the federal funds being expended for
unallowable purposes.

Cause:

The Regional Office of Education No. 34 has not established policies and procedures regarding
salaries and benefits that incorporate the requirements of Allowable Cosis/Cost Principles of
the Circular A-133 Compliance Supplement and the Cost Principles of OMB Circular A-87 for
Compensation for Personne! Services. In addition, the Regional Office of Education No. 34’s
staff did not anticipate significant differences between the budgeted and actual time spent by
program and therefore did not see the need to summarize time charges and re-allocate salary
costs based on actual time spent.

Recommendation;

The Regional Office of Education No. 34 should develop and implement adequate policies and
procedures to ensure compliance with the Allowable Costs/Cost Principles of the OMB Circutar
A-133 Compliance Supplement and Cost Principles of OMB Circular A-87 for Compensation for
Personnel Services. These policies and procedures should include requiring staff involved in
muttiple programs to submit time sheets by program or time and effort reports by program. The
Regional Office of Education No. 34 should also establish a payroll cost allocation procedure
that allows for computation and comparison of actual time charged with budgeted or pre-
determined allocation rates on a regular basis. Payroll charges by program should be based on
the time devoied and identified specifically to the performance of those programs.
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2012

Section ll: Financial Statement Findings:

FINDING NO. 12-5 - inadequate Documentation for Payroll Expenditures (Repeat from
2011 - No. 11-6, and 2010 - No. 10-5) (Continued)

Management’'s Response:

The Lake ROE agrees with this finding. While the Lake ROE had begun implementation of
corrective action regarding this repeat finding, the comrective actions did not encompass all of
the requirements of OMB Circular A-87. The Lake ROE has developed and implemented time
and effort accounting policies and procedures to ensure compliance with the Allowable
Costs/Cost Principles of the OMB Circular A-133 Compliance Suppfement and Cost Principles
of OMB Circular A-87 for Compensation for Personnel Services. These policies and
procedures require staff involved in multiple programs to submit time sheets by program or time
and effort reports by program. The Lake ROE has also established a payroll cost allocation
procedure that allows for computation and comparison of actual time charged with budgeted or
pre-determined allocation rates on a regutar basis. Payroll charges by program will be reviewed
based on the time devoted and wilt be ideniified specifically to the performance of ths
applicable programs. These employee cost aliocation summaries are reviewed in conjunction
with affected program monthly and quarterly expenditure reports. Additionally, semi-annual
certifications for employees who work solety on federal grant programs stating that they had
worked full time on those programs are now being prepared.
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2012

Section Il: Federal Award Findings:

Instances of Noncompliance

FINDING NO. 12-5 - Inadequate Documentation for Payroll Expenditures (Repeat from
2011 - No. 11-6, and 2010 - No. 10-5) (finding details on pages 18-22)

Material Weakness

FINDING NO. 12-5 - inadequate Documentation for Payroll Expenditures (Repeat from
2011- No. 11-6, and 2010 - No. 10-5) (finding details on pages 19-22)
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
CORRECTIVE ACTION PLAN FOR CURRENT YEAR AUDIT FINDINGS
Year Ended June 30, 2012

FINDING NO. 12-1 - Controis Over Financial Statement Preparation (Repeat from 2011 -
No. 11-1, and 2010 - No. 10-1)

Condition:

The Regional Office of Education No. 34 does not have sufficient internal controls over the
financial reporting process. The Regional Office of Education No. 34 maintains their accounting
records on the cash basis of accounting. While the Regional Office of Education No. 34
maintains controls over the processing of most accounting transactions, there are not sufficient
controls over the preparation of the GAAP based financial statements for management or
employees in the normal course of performing their assigned functions to prevent or detect and
correct financial statement misstatements and disclosure omissions in a {imely manner. For
example, auditors, in their review of the Regional Office of Education No. 34’s accounting
records, noted numerous adjustments were required to present financial statements in
accordance with generally accepted accounting principles.

Plan:

» Continue to implement comprehensive preparation and review procedures to insure that
financial statements including disclosures are complete and accurate.

« Continue contracts with appropriate firms and consultants to provide independent
review, consuiting services and training to Lake ROE finance staff regarding preparation
of financial statements (including review for completeness and accuracy).

o Continue to conduct additional training regarding successful use of the Lake ROE’s
financial management software.

e Continue contract with a part-time business consultant to review Lake ROE business
procedures and controls.

« Align state account codes for alf divisions with the lllinois Program Accounting Manua!
(IPAM).

¢ Complete finance software and account consolidation efforts.

Anticipated Completion Date:

Currently in progress. Expected completion by June 30, 2013 for preparation of Fiscal Year
2013 financial stalements.

Contact Person Responsible for Corrective Action:

Honorable Roycealee Wood, Regional Supersintendent
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
CORRECTIVE ACTION PLAN FOR CURRENT YEAR AUDIT FINDINGS
Year Ended June 30, 2012

FINDING NO. 12-2 - Failure to Apply Appropriate Accounting Principles (Repeat from
2011 - No. 11-2, and 2010 - No. 10-2)

Condition:

The Regional Office of Education No. 34 did not properly record several transactions and, as a
result, did not properly apply the appropriate generally accepted accounting principles (GAAP).

The Regional Office of Education No. 34 capitalizes items costing $5,000 or more. The
capitalization of assets and related depreciation expense were recognized in the governmental
and business-type activities of the government-wide Statement of Net Assets. Based on our
review of the schedule of capitalized assets and related depreciation (schedule), the following
were noted:
e Items costing less than $5,000 were included in the schedule;
¢ Two of the three capital [ease equipment items tested were listed at cost equat to
the total lease payments and not at the present value of the lease obligations;
and
¢« One of the three capital lease equipment items was not included in the schedule.

Auditors proposed adjusting entries to record the above transactions in accordance with GAAP.
Plan:

» Post recommended adjusting entries to record transactions in accordance with GAAP.

« Review and refine previous adjustments made to the fixed assets/inventory schedule
and reporting procedures as a part of a recently contracted business consultant’'s scope
of work.

» Provide desk-side training to staff involved with fixed assets/inventory schedules and/or
calculation of depreciation schedules.

Anticipated Completion Date:

Plan has been completed. Effectiveness of plan activities will be verified as a part of
preparation for the FY 2013 audit.

Contact Person Responsible for Corrective Action:

Honorable Roycealee Wood, Regionai Superintendent
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
CORRECTIVE ACTION PLAN FOR CURRENT YEAR AUDIT FINDINGS
Year Ended June 30, 2012

FINDING NO. 12-3 - Inadequate Controls Over Purchased Services Expenditures
(Repeat from 2011 - No. 11-3, 2010 - No. 10-4, 2009 - No. 09-1, and 2008 - No. 08-1)

Condition:

For 2 of 6 contracts selected for testing, services were performed and paid by the Educational
Services Division (ESD) prior to the ESD obtaining a signed contract with the consultant.

Plan:
= Refine internal procedures to ensure all consultant agreements are supported by a
current, timely written contract with scope of services and rates of compensation.
¢ Maintain system to document and generate supporting materials to track hours worked
and services provided.
Anticipated Completion Date:
Completed for FY 2013 contracts. Ongoing for FY 2014 contracts.

Contact Person Responsible for Corrective Action:

Honorabte Roycealee Wood, Regional Superintendent
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
CORRECTIVE ACTION PLAN FOR CURRENT YEAR AUDIT FINDINGS
Year Ended June 30, 2012

FINDING NO. 12-4 - Inadequate iInternal Controls Over Reporting and Inaccurate
Expenditure Reports (Repeat from 2011 - No. 11-5)

Condition:

The Regionat Office of Education No. 34 does not have adequate controls in place to ensure
amounts submifted on grant expenditure reports are in agreement and reconcile with the
general ledger. Auditors, during their review of expenditure reports, noted the following:

¢ The final expenditure report submitted for the Beginning Teacher Induction Pilot
Program grant, which was received from the lllinois State Board of Education, was
inaccurately reported. When compared to the expenditures recorded in the general
fedger, most categories were over reported while the purchased services category was
under reported by $330. In tfotal, actual expenditures recorded were less than the
amount reported by $10,660.

» The final expenditure report submitted for the ARRA Technology grant, which was
received from the lllinois State Board of Education, was inaccurately reported. When
compared to the expenditures recorded in the general ledger, all categories were
inaccurately reported. This was due to a lack of reclassifications madse in the general
ledger. In total, actual expenditures agreed to the amounts reported.

Plan:
» Provide appropriate training to staff regarding preparing and reviewing expenditure
reports.
*» Reconcile all submitted expenditure reports with appropriate supporting expenditure
documents and maintain supporting documents with expenditure reports.
» Reconcile claimed expenditures to approved program budget categories.
s Contact the lllinois State Board of Education to determine whether the need exists to
amend the expenditure reports.
Anticipated Completion Date:
Completed November 2012.

Contact Person Responsible for Corrective Action:

Honorable Roycealee Wood, Regional Superintendent
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
CORRECTIVE ACTION PLAN FOR CURRENT YEAR AUDIT FINDINGS
Year Ended June 30, 2012

FINDING NO. 12-5 - Inadequate Documentation for Payroll Expenditures (Repeat from
2011 - No. 11-6, and 2010 - No. 10-5)

Federal Program: Title | - School Improvement and Accountability
Project Numbers: 2011-4935-SS

CFDA Numbers; 84.010A

Passed Through: Will County Regional Office of Education No. 56
Federal Agency: U.S. Department of Education

Condition:
During our review of payroll expenditures, we noted the following:

Salaries and benefits for saiaried employees assigned on multiple programs were allocated and
charged to the programs based on budgets. No time allocation sheeis or time and effort
reports were prepared for the months of July 2011 to December 2011 to account for actual time
charged by program. For the months of January 2012 to June 2012, the Regional Office of
Education No. 34 began preparing time and effort reports, however, the Regional Office of
Education No. 34 did not compare actual time and effort to the budgeted allocations.
Therefore, adjustments were not made to correct differences or errors in actual time versus the
charged budgeted allocations.

Ptan:

+ Continue to promulgate and enforce developed and implemented time and effort
accounting policies and procedures to ensure compliance.

e Require staff involved In multiple programs to submit time shests by program and/or
time and effort reports by program.

o Establish a payroll cost allocation procedure that allows for regular computation and
comparison of actual time charged with budgeted or pre-determined allocation rates.

» Continue to review payroll charges by program regularly in conjunction with required
program expenditure reporis.

« Continve semi-annual certifications for employees who work solely on federal grant
programs.

Anticipated Completion Date:

Currently in progress. Full use of new procedures have been in place for Fiscal Year 2013 and
will be validated with the FY 2013 audit.

Contact Person Responsible for Corrective Action:

Honorable Roycealee Wood, Regional Superintendent
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
June 30, 2012

Finding
Number Condition Current Status
11-1 Controls Over Financial Statement Preparation Repeated
11-2 Failure to Apply Appropriate Accounting Principles Repesated
11-3 Inadequate Controis Over Purchased Services
Expenditures Repeated
11-4 Inadequate Internal Controls Over Cash Resolved
11-5 Inadequate Internal Controls Over Reporting and
Inaccurate Expenditure Repors Repeated
11-6 Inadeguate Documentation for Payroll Expenditures Repeated
11-7 inadeguate Documentation for Expenditure Reports Resclved
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2012

Lake County Regional Office of Education No. 34 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, 2012 with comparative information for the year
ended June 30, 2011. Readers are encouraged to consider the information in conjunction with
Lake County Regional Office of Education No. 34's basic financial statements.

2012 FINANCIAL HIGHLIGHTS

Within the Governmental Funds, the General Fund revenues increased from $3,194,189
in 2011 to $3,278,438 in 2012 mostly due to mostly due to increases in Lake County
Educational Services (LCES) Cooperative Memberships and revenues received from
sponsors of the one-time National Dropout Prevention Conference in Schaumburg,
lllinois. The General Fund expenditures also increased from $2,978,931 in 2011 to
$3,016,674 in 2012 mostly due to increases in salaries paid to employees from
Governmental Fund sources.

Within the Governmental Funds, the Special Revenue Fund revenues decreased from
$4,368,056 in 2011 to $3,583,350 in 2012 due to fluctuations in grant funding such as
decreases in Title | funding (ESD) and decreases in ARRA Title 1 (ESD) funds. The
Special Revenue Fund expenditures decreased from $4,675,030 in 2011 to $3,573,932 in
2012 due to fluctuations in grant funding. These fluctuations include decreases in Title |
and ARRA Title | funds, and the loss or decrease of grants such as Title | - Reading First,
Teacher Mentoring Program, and Principal Mentoring Program.

The Proprietary Fund revenues decreased from $317,730 in 2011 to $316,873 in 2012
due to decreased workshop enrollments. The Proprietary Fund expenditures increased
from $247,302 in 2011 to $269,186 in 2012 due to increased workshop expenses and
increased rent.

USING THIS ANNUAL REPORT

The annual report consists of a series of financial statements and other information as follows:

Management's Discussion and Analysis introduces financial statements and provides an
analylical overview of Lake County Regional Office of Education No. 34'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 Lake County
Regional Office of Education No. 34 as a whole and present an overall view of Lake
County Regional Office of Education No. 34's finances.

The fund financial statements teli how governmental services were financed in the short
ferm as well as what remains for future spending. Fund financial statements report Lake
County Regional Office of Education No. 34’s operations in more detail than the
government-wide statements by providing information about the most significant funds.
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2012

« Required Supplemental Information further explains and supports the financial
statements, and other supplemental information includes combining financial statements
and budgetary information for certain General Fund accounts, Education Fund
accounts, and other non-major funds.

s Other Supplemental Information provides detailed information about the major and
nonmajor funds.

REPORTING LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34 AS A WHOLE

It is important to note that the Lake County Regional Office of Education No. 34 is reported
together with the following component units: Educational Services Division, Positive Alternative
Services for Students, Northern lllinois Reading Recovery Consortium, ROE Alternative
Program, and Regional Board of School Trustees.

THE STATEMENT OF NET ASSETS AND THE STATEMENT OF ACTIVITIES
Government-wide Financial Statements

The government-wide financial statements report information about Lake County Regional
Office of Education No. 34 as a whole using accounting methods similar lo those used by
private-secior companies. The Statement of Net Assets inctudes all of Lake County Regional
Office of Education No. 34’s assets and liabilities. All of the current year's revenues and
expenses are accounted for in the Statement of Aclivities, regardless of when cash is received
or paid using generally accepted accounting principles of GASB 34.

The government-wide financial statements report Lake County Regionat Office of Education No.
34's net assets and how they have changed. Net assets - the difference between Lake County
Regional Office of Education No. 34's assets and liabilities - are one way to measure Lake
County Regional Office of Education No. 34’s financial health or financial position.

e Over time, increases or decreases in net assets are an indicator of whether financial
position is improving or deteriorating, respectively.

e To assess Lake County Regional Office of Education No. 34's overall health, additional
non-financial factors, such as new laws, rules, regulations, and actions by officials at the
State level need to be considered.

In the government-wide financial statements, Lake County Regional Office of Education No. 34’s
activities are divided into two categories:

o (Governmental activities: Most of Lake County Regiona! Office of Education No. 34's
basic services are included here, such as grants and statutory funds. Federal and state
grant proceeds finance most of these activities.

e Business-type activifies: Lake County Regional Office of Education No. 34 charges fees
to help cover the costs of certain services it provides.
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2012

Fund Financial Statements

The fund financial statements provide detailed information about Lake County Regional Office of
Education No. 34’s funds. Funds are accounting devices that aliow the tracking of specific
sources of funding and spending on particular programs. Some funds are required by state
faw. Lake County Regional Office of Education No. 34 establishes other funds to control and
manage money for particular purposes, such as accounting for special revenue funds, or to
show that it is properly using certain revenues, such as federal grants.

Lake County Regional Office of Education No. 34 has three kinds of funds:

1) Governmental funds: account for those funds through which most governmental functions of
the Regional Office are financed. 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 the 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 Regional Office's programs. Lake County Regional
Office of Education No. 34's Govemmental 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) Proprietary funds: account for resources from fees charged directly to those entities or
individuals that use its services. Proprietary fund statements provide both long-term and short-
term financial information consistent with the focus provided by government-wide financial
statements but with more detail for major and nonmajor enterprise funds. The proprietary funds
required financial statements include a Statement of Net Assets, a Statement of Revenues,
Expenses, and Changes in Fund Net Assets, and a Statement of Cash Flows.

3) Fiduciary funds: account for assets held by the Lake County Regional Office of Education No.
34 in a trust capacity or as an agent for individuals and private or governmental organizations.
These funds are custodial in nature (assets equal liabjlities) and do not involve measurement of
results of operations. The fiduciary funds required financial statements include a Statement of
Fiduciary Net Assets.
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LAKE COUNTY REGIONAL.OFFICE OF EDUCATION NO. 34
MANAGEMENT’'S DISCUSSION AND ANALYSIS
June 30, 2012

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve when examined over time as one indicator of the
financial position of Lake County Regional Office of Education No. 34. The net assets at the
end of fiscal year 2012 and 2011 totaled $2,677,935 and $2,563,220, respectively. The
analysis that follows provides a summary of Lake County Regional Office of Education No. 34's
net assets as of June 30.

Condensed Statement of Net Assefs

Business-
2012 Governmental Type
Activities Activities Total
Current assets $ 3,071,990 $§ 245,599 $ 3,317,589
Capital assets, being depreciated, net 74,047 50 74,097
Total assets 3,148,037 245,649 3,391,686
Current liabilities 183,887 403,729 587,616
Non-current liabilities 126,135 - 126,135
Total liabilities 310,022 403,729 713,751
Net assets
Investment in capital assets, net of
related debt 20.801 50 20,951
Unrestricted 1,252,101 (158,130) 1,093,971
Restricted for educational purposes 1,563,013 - 1,563,013
Total net assets $ 2836015 § (158080) §$_ 2677935
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2012

2011 Business-
Governmental Type
Activities Activities Total
Current assets $ 3,575,186 $ 106,357 $ 3,681,543
Capital assets, being deprecialed, net 103,134 727 103,861
Total assels 3,678,320 107,084 3,785,404
Current liabifities 799,318 312,851 1,112,167
Non-current liabijfities 120017 - 120,017
Tolal liabilities 919,333 312,851 1,232,184
Net assets
Investment in capital assets, net of
related debt 25,243 727 25,970
Unrestricted 1,710,629 (206,494) 1,504,135
Restricted for educational purposes 1,023.115 - 1,023,115
Total net assets $ 2758087 §_ (205,767) § 2.553.220

Lake County Regjonal Office of Education No. 34's net assets increased by $124,715 (5%)
from fiscal year 2011. The increase occurred primarily due to increased receipt of fees for
teacher certificate registration. Net assets retated to the special revenues funds are considered
restricted for educational purposes.
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34

MANAGEMENT’S DISCUSSION AND ANALYSIS

Changes in Net Assets

June 30, 2012

The following Analysis shows the changes in net assets for the years ended June 30, 2012 and

2011.

2012

Revenues:
Program revenues
Charges for services
Operating grants and contributions
General revenues
lLocal sources
State sources
On-behalf payments
Total revenues

Expenses:

Instructional services
Salaries and benefits
Purchased services
Supplies and materials
Payments to other governments
Other objects
Depreciation
Capital outiay

Administrative
On-behalf payments

Total expenses

Change in net assets
Net assets, beginning of year
Net assets, end of year

Business-
Governmental Type

Activities Activities JYotal
$ 316,175 $ 316,873 633,048
4,488,798 - 4,488,798
351,177 - 351177
402,670 - 402,670
1,173,525 - 1,173,525
6,732,345 316,873 7,049,218
1,915,972 87,358 2,003,330
950,509 161,320 1,111,820
89,005 13,854 102,858
2,459,468 - 2,459,468
34,265 957 35,222
20,087 677 29,764
3,486 5,020 8,506
1,173,525 - 1,173,525
6,655,317 269.186 6,924,503
77,028 47,687 124,715
2.758.987 (205,767) 2,553,220
$ 2836015 §_ (158,080) §$ 2.677.935

Operating grants and contributions account for 63% of the total revenue. Lake County Regional
Office of Education No. 34's expenses primarily relate to instructional services, which account

for 83% of the total expenses.
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2012

2011 Business-
Governmental Type
Activities Activities Total
Revenues:
Program revenues
Charges for services $§ 300,233 § 317,730 $ 617,963
Operating grants and contributions 5,589,267 - 5,589,267
General revenues
Local sources 294,246 - 294,246
State sources 122,709 - 122,709
On-behalf payments 1.211,676 - 1,211,676
Total revenues 7,518,131 317,730 7,835,861
Expenses:
Instructional services
Salaries and bensfits 2,156,198 61,014 2,217,212
Purchased services 1,027,427 149,542 1,176,969
Supplies and materiais 173,068 32.282 205,351
Payments to other governments 2,991,387 - 2,991,387
Ofther objects 38,511 756 39,267
Depreciation 39,261 2,668 41,929
Capital outlay 551 1,040 1.591
Administrative
On-behalf payments 1,211,676 - 1,211,676
Total expenses 7,638.080 247 302 7,885,382
Change in net assets (119.949) 70,428 (49,521)
Net assets, beginning of year as
restated 2,878,936 (276,195) 2.602,741
Net assets, end of year $_ 2,758,987 § (205.767) $ 2,553,220

Operating grants and contributions account for 71% of the total revenue. Lake County Regional
Office of Education No. 34’s expenses primarily relate to instructional services, which account
for 85% of the total expenses.
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2012

Governmental Activities

In fiscal year 2012, revenues and expenses for governmental activities decreased by $785,786
and $982,763, respectively. The decrsase in revenues and expenses was primarily due to
reductions in revenues from grants and a corresponding reduction in grant related expenses.

Business-Type Activities

in fiscal year 2012, revenues for business-type activilies decreased by $857 while expenses
Increased by $21,884. The increase in expenses was primarily due to continued salary funding
support of a county-based certification officer position, and funding support of a contract business
consultant.

INDIVIDUAL FUND ANALYSIS

As previously noted, Lake County Regional Office of Education No. 34 uses fund accounting to
ensure and demonstrate compliance with finance-related legal requirements.

As Lake County Regionat Office of Education No. 34 completed the year, its governmental funds
reported a combined fund balance of $2,616,128, above last year's ending fund balance of
$2,373,490.

Governmenta! Fund Hightlights

The General Fund's fund balance decreased from $1,838,053 in 2011 to $1,411,350 in 2012.
The main reason for the decrease is due to reductions in grant revenues and increases in fransfer
out activities.

The institute Fund's fund balance increased from $432,152 in 2011 to $495,379 in 2012. The
main reason for the increase is due to increased revenues from teacher cenrtification activities.

The Education Fund's fund balance increased from $(47,030) in 2011 to $567,464 in 2012. The
main reason for the increase is due to the transfer in of $659,923 to the Regional Safe Schools
Program from the General Fund.

The Educational Services Division’s fund balance decreased from $(25,667) in 2011 to $(58,149)
in 2012. The main reason for the decrease is that the grant operates on the reimbursement basis
and the deficiencies are refated to the timing of collecting receipts.

The Nonmajor Special Revenue Funds' fund balance increased from $175,882 in 2011 o

$200,084 in 2012. The main reason for the increase is due to decreased salary and purchased
services expenditures.
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
MANAGEMENT’'S DISCUSSION AND ANALYSIS
June 30, 2012

Proprietary Fund Highlights

Total proprietary fund net assets increased by $47,687. The increase was a result of increased
fees for fingerprinting services and reduced expenditures for supplies/materials in the Education
Services Division.

Fiduciary Fund Highlights

The fiduciary fund balance increased slightly from $1,008 in fiscat year 2011 to $1,142 in fiscal
year 2012.

BUDGETARY HIGHLIGHTS

Lake County Regional Office of EQucation No. 34 annually adopts budgets for several funds. The
Regional Superintendent annually prepares an Office Operations Budget and submits it to the
County Board for their approval. The Office Operations Budget covers a fiscal year which runs
from December 1 to November 30. All grant budgets are prepared by Lake County Regionat
Office of Education No. 34 and submitted to the granting agency for approval. Amendments must
be submitted under guidelines established by the granting agency.

CAPITAL ASSETS

Lake County Regional Office of Education No. 34's capital assets inciude office equipment,
computers, audio-visual equipment, and office furniture. The Regional Office maintains an
inventory of capital assets which have accumulated over time. For fiscal year 2012, additions
amounted to $0 and retirements amounted to $20,504. The Depreciation expense for fiscal
year 2012 was $29,764.

ECONOMIC FACTORS BEARING ON LAKE COUNTY REGIONAL OFFICE OF EDUCATION
NO. 34'S FUTURE

At the time these financial statements were prepared and audited, Lake County Regional Office of
Education No. 34 was aware of several existing circumstances that could significantly affect its
financial health in the future:

The potential of reduced or eliminated funding from county, state and/or federal funding sources.

Increased cost of providing services (e.g. labor, facilities, supplies).
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
MANAGEMENT’'S DISCUSSION AND ANALYSIS
June 30, 2012

CONTACTING LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34'S FINANCIAL
MANAGEMENT

This financial report is designed to provide Lake County Regional Office of Education No. 34’s
citizens, taxpayers, clients, and other constituents with a general overview of Lake County
Regional Office of Education No. 34’s finances and to demonstrate Lake County Regional Office
of Education No. 34's accountability for the money it receives. If the reader has questions
concerning this report or needs additional financial information, please contact Lake County
Regional Office of Education No. 34, 800 Lancer Lane, Grayslake, lllinois 60030.
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EXHIBIT A

LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
STATEMENT OF NET ASSETS

ASSETS

Current assets:
Cash and cash equivalents
Investments
Accoums recelvable
Prepaids
Due from other governments
Total current assets

Non-current assets:
Capital assets, being depreciated, net

Total assets

LIABILITIES

Current liabilities:
Accounts payable
Accrued expenses
Accrued compensated absences
Due to other funds
Due to other governments
Deferred revenue
Leases payable

Total current liabitities

Non-current fiabilities:
Leases payable
Net OPEB obligations

Total non-current liabilities

Total liabiljties

NET ASSETS

Investment in capital assets, net of refated debt

Unrestricted
Restricted for educational purposes

Total net assets

June 30, 2012

Primary Government

Governmental Business-Type
Activities Activities Total
$ 1,561,444 § 225,927 $ 1,787,371
462.620 - 462,620
1,747 - 1,747
- 19,672 18,672
1.046,179 - 1.046,179
3,071,990 245,599 3,317,589
74,047 50 74,097
3,146,037 245,649 3,391,686
3,141 - 3,141
120,717 3,629 124,346
63,249 - 63,249
(400,100) 400,100 -
277,807 - 277,807
96,062 - 96,062
23,011 - 23.011
183,887 403,729 587.616
30,135 - 30,135
96,000 - 86,000
126,135 - 126,135
310,022 403,729 713,751
20,901 50 20951
1,252,101 (158,130) 1,083,971
1,563,013 - 1,563,013
$ 2,836,015 $  (158,080) S§ 2,677,935

The accompanying notes are an integral part of the financial statements.
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LAKE COUNTY REGIONAL QFFICE OF EDUCATION NO, 34 EXHIBIT 8
STATEMENT OF ACTIVITIES
Year Ended June 30, 2012

Net (Expenses) Revenues

Program Revenues and Changes in Net Assets
Operating Primary Government
Charges for Grants and Governmental Business-Type
FUNCTIONS/PROGRAMS Expenses Services Contributions Activities Actlvities Total
Primary governmant:
Governmental aclivities:
Instructional services:
Salaries $ 1402480 $ 118,300 $ 1,130,061 % (154,089) % -8 (154,099)
Employee benelils 513,512 35,409 392,725 {85,378) - {85.378)
Furchased services 950,509 61,876 781,800 {1086,624) - (1086,524)
Supplies and materials 89,005 13,339 66,586 {S,080) . {5.080)
Payments to other governments 2,459 468 76,948 2,096,618 {285,902) - (285,902)
Other objects 34,265 9,843 18,148 {6,274) . (6,274)
Depreciation 29,087 - - (29,087) - (29,087)
Capilal outlay 3,486 380 2,751 (375) - (375}
Administrative:
On-behalf paymenis 1,173,525 - - {1.173,525) - {1.173.525}
Total gavernmental activities 5,656,317 316,175 4,488,798 (1,850,344) - {1,850,344)
Business-lype aclivities:
Professional Development 262.166 316.873 - - 47 687 47 687
Total primary government $ 6924503 & G33.048 % 4,488,798 (1,850.344) 47 687 (1,802,657}
General revenues:
Local sources:
Intergovernmental 269,500 - 269.500
Fees for services 78,946 - 78,946
Interest income 2,731 - 2,731
State sources 402,670 - 402,670
On-behalf paymenls 1,173,525 - 1.173.525
Total general revenues 1,027,372 - 1,927,372
CHANGES IN NET ASSETS 77028 47 687 124,715
NET ASSETS, BEGINNING OF YEAR 2,758,987 {205.767) 2,563,220
NET ASSETS, END OF YEAR & 2,836,015 $ {158,080} § 2,677,935

The accompanying notes are an integral pan of the financial stalemenls.,
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
BALANCE SHEET
GOVERMNMENTAL FUNDS
June 30, 2012

Special Revenue

EXHIBIT C

Other Total
General Institute Education Educational Nonmajor  Governmental
Fund Eund Fund Services Division Funds Funds
ASSETS
Cash angt cash equivalents b 361,134 § 383,780 % 615936 $ - 3 200,585 § 1,561,444
Investments 350,000 112,620 - . - 462,620
Accounts receivable 767 980 - - - 1,747
Due from other funds 808,563 - - - 3,850 812,413
Due from other governmenis 1,822 - 620,317 360.862 63.178 1,046,179
TOTAL ASSETS $ 1522288 § 497389 $ 1236253 § 360,862 % 267613 $ 3,884,403
LSABILITIES AND FUND BALANCE
LIABILITIES

Accounts payahble $ 25653 % 26 5 224 % - % 228 & 3141
Accrued expenses 27174 1,984 62,881 24,683 3,993 120,717
Due 1o other funds - - 40,478 348,100 23,735 412,313
Due to other govemments 7.821 - 220,346 21,545 28,005 277,807
Deferred revenue 73,288 - 344,650 24,683 11,476 454,287
Total lizbilities 110,836 2.010 868,789 419,011 57.629 1,268,275

FUND BALANCE {DEFICIT}
Restricted - 495 379 560,568 - 215,967 1,301,814
Assigned 64,708 - - - - 64,708
Unassigned 1,346,642 - {23,104} {58,149) {15.883) 1.249.506
Total fung balance (deficit} 1,411,350 495,379 567,464 [58.149) 200,084 2,616,128
TOTAL LIABILITIES AND FUND BALANCE (DEFICIT) 3 1522286 § 497389 § 1238283 § 380862 § 267,613 $ 3,884.403

The accompanying notes are an integral part of the financial statements.
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EXHIBITD

LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
June 30, 2012

Total fund balance of governmental funds (page 44) $ 2,616,128

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

Capital assets used in govermmental activities are not financial
resources and, therefore, are not reported in the funds. 74,047

Receivables not collected within 60 days of year end are not
available soon enough to pay for the current period's
expenditures and, therefore, are deferred in the funds. 358,235

Capital lease obligations are not due and payable in the current period
and, therefore, are not reported as liabilities in the funds. (53,146)

Compensated absences are not due and payable in the current period
and, therefore, are not reported as liabilities in the funds. (63,249)

OPEB obligation resulting from annual required contributions in excess
of actual contributions ars not due and payable in the current period
and, therefore, are not reported in the funds. (96,000)

Net assets of governmental activities (page 42) $ 2,836,015

The accompanying notes are an integral part of the financial statements.
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EXHIBITE

LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
Year Ended June 30, 2012

Special Revenue

Other Total
Genecal (nstitute Education Educational Nonmajor Governmenta)
Fund Fund Fund Services Division Funds funds
REVENUES:
Fageral sources k2 1,822 § - $ 51,790 § 1,263,020 & - § 1.318,842
State sources 1,801,087 - 4,710,920 - 80,742 3,702,748
Local sources.
Iniergovernmental 201,170 275 5,022 - 63,033 268,500
Fees for services . 223,117 - - 173,524 398,641
Inlerest income 334 716 121 - 1.060 2731
On-behalf payments 1.173.525 - - - - 1,173,525
Tolal revanuas 3,278,438 224,108 1.767,853 1,263,030 328,359 8,861,788
EXPENDITURES;
Instruclional services.
Salaries 230,524 36,157 497,731 483,061 154,987 1,402,460
Emplayee benglits 21,962 16,820 159,110 188,721 35,074 481,687
Purchesed services 204,092 17,636 228.518 416,602 83,661 950,509
Supplias and materials 14,388 310 10,025 39,876 24,206 89,005
Paymerils (0 other govemmenls 1,259,009 75,729 915,178 167,252 2,300 2,459,468
Other objects 11,420 985 1,348 - 16,713 30,488
Oa-behalf payments 1.172.525 - - - - 1.173.525
Capital outlay 1,754 360 1372 - - 3,486
Tota) expandilures 3.016,674 148,197 1,813,282 1,285.512 316,941 5,580,806
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES 261,764 75811 (45,429) (32,482) 11,418 271,182
OTHER FINANCING SQURCES (USES)
Transfer in - - 659,923 - 21,857 681,780
Transter out (669,923} (12,684) - - {3,173) (681,780)
Repayment of long-lerm lease payable (24,745) - - - - (24,745}
(nteres| expense (3,799) - - - - (3,788)
Tolal olher financing sources (uses) (688,467) (12,684) 659,923 - 12.684 __(28,544)
NET CHANGE IN FUND BALANCE (DEFICIT) (126.703) 63.227 614,494 (32.482) 24,102 242,638
FUND BALANGE {DEFICIT),
BEGINNING OF YEAR 1,838,053 432182 _  {47.030) {25,667) 175,982 2,373,480
FUND BALANCE (DEFICIT), END OF YEAR § 1,411,350 § 495379 $§ 567,464 § (58,149) $ 200084 § 2,616,128

The accompanying notes are an integral pant of the firanclal statemenis
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EXHIBIT F

LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES
GOVERNMENTAL FUNDS
Year Ended June 30, 2012

Net change in fund balance (page 46) $ 242,638

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

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

Depreciation (29,087) (29,087)

Some receivables will not be collected for several months
after fiscal year end, so they are not considered as
"available" revenues in the governmental funds, and
they are instead counted as deferred revenues. They
are, however, recorded as revenues in the Statement
of Activities.

Fiscal year 2011 deferred revenue recognized in fiscal

year 2012 (487,678)
Fiscal year 2012 deferred revenue 358,235 (129,443)

Repayment of long-term capital lease obligation is reported
as an expenditure in the governmental funds, but the
repayment reduces long-term liabilities in the Statement
of Net Assets. 24,745

Some expenses In the Statement of Activities do not require
the use of current financial resources and therefore, are not
reported as expenditures in governmental funds. These
activities consist of:

Decrease in compensated absences 175
Increase in OPEB expense (32,000)
Change in net assets of governmental activities (page 43) $ 77,028

The accompanying notes are an integral part of the financial statements.
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EXHIBIT G

LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
June 30, 2012

Business-Type Activities - Enterpriss Funds

Education Nonmajor
Services Emarprise
Divislon Funds Tola}
ASSETS
Current assets:
Cash ang cash equivslents $ 113,691 $ 112,236  § 225,927
Prepaids - 19.672 19,672
Total current assats 113,691 131.908 245,599
Non-curenl assets:
Capitsl assets, being depreciated, net - 50 50
Total assets 113.691 131.958 245,649
LIABILITIES
Current liabilities:
Accrued expenses 3,629 - 3,629
Due 10 other funds 400,100 - 400,100
Total liabllities 403,728 - 403.729
NET ASSETS
Investment in capital assefs, net of related debt - &0 S
Unrestricted (290.038) 131,908 (158.130)
Total net 2s55ets $ {290,038y § 131,856 $ (158.080)

The accompanying notes are an integral part of the financlal stalements.
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS
Year Ended June 30, 2012

Business-Type Actlivities - Enterprise Funds

EXHIBIT H

Education Nonmajor
Services Enterprise
Division Funds Total
OPERATING REVENUES:
Fees for services b 261,513 8 55.360 § 316.873
OPERATING EXPENSES:
Salaries 55.825 - 55,825
Employee benefits 31.533 - 31,533
Purchased services 138,748 22,572 161.320
Supplies and materials 11.431 2423 13,854
Other objests 281 876 957
Caphtal outlay 882 4,138 5,020
Depreciation - 677 8677
Tolal operating expenses 238,700 30.486 268,186
OPERATING INCOME 22,813 24874 47,687
NET ASSETS, BEGINNING OfF YEAR (312.857) 107,084 (205.767)
NET ASSETS, END OF YEAR $ (290,038} $ 131,958 3 (158,080)

The accompanying notes are an integral part of the financial statements.
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EXRIQIT]

LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
Year Ended June 30, 2012

Business-Type Acjivities - Entecprise Fupds

Education Nonmajor
Sarvices Enterprise
Divigion Funds Total
CASH FLOWS FROM OPERATING ACTIVITIES:
Recespls from workshops and services $ 251,513 ? 55,360 S 316.873
Paymenls lo suppliers and providers of goods and servicas (149,892) (49.481) {199,373}
Payments 10 employces (37,358) . _(B7,358)
Nel nash provided by operaling aclviliss 24,263 5,879 20,142
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Interfund loans 39.428 - &§8,428
NET INCREASE IN CASH AND CASH EQUIVALENTS 113,691 5879 118,670
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR - 108,357 106,357
CASH AND CA8SH EQUIVALENTS, END OF YEAR $ 113,691 $ 112,236 S 225,927
Reconciitation of operating income to net cash
provided by opsrating activities:
Operaling income ¥ 72.813 $ 24874  § 47,687
Adjustments io reconoclle opersling income
o net cash provided by operating
activities:
Depreciation expense - 6§77 677
Change |n assets and liabllilles:
Prepaids - (19.872) 19.672)
Accrued expensss 1,450 - 1,450
Nelt cash provided by opecating actlvities 3 24,283 § 5872 S 30,142

The accompanying notes are an integral part of the fnancial statemenis.
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EXHIBIT J

LAKE COUNTY REGIONAL OFFICE OF EDUCATIQN NO. 34
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS

June 30, 2012
Agency
Funds
ASSETS
Cash and cash equivalents $ 1,142
LIABILITIES
Due to other governments $ 1,142

The accompanying notes are an integral part of the financial statements.
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
NOTES TO FINANCIAL STATEMENTS
June 30, 2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

The Lake County Regional Office of Education No. 34 is an entity that is a result of an Educational
Service Region becoming a Regional Office of Education as of August 7, 1995. The Lake County
Regional Office of Education No. 34 operates under the School Code (105 ILCS 5/3 angd 5/3A).
Lake County Regional Office of Education No. 34 encompasses all of Lake County, lllinois. A
Regionat Superintendent of Schools serves as Chief Administrative Officer of Lake County
Regional Office of Education No. 34 and is elected to the position for a four year term pursuant to
105 ILCS 5/3 and 5/3A of the School Code.

The Regional Superintendent’s responsibilities for administering the school educational service
region programs include, but are not limited to, providing directions to teachers and school
officials on science, art and teaching methods; implementing the State Board of Education's
Policy Programs; encouraging camaraderie among teachers through the teachers’ institute;
making public notice of unfilled teaching positions within the region; and ensuring of the safety,
health, and welfare of the students in the region by periodically inspecting the school buildings and
ensuring that the bus drivers have valid driving licenses and are properly trained to operate the
school buses.

The financial statements of the Lake County Regional Office of Education No. 34 have been
prepared in conformity with the Generally Accepted Accounting Principles (GAAP) as applied to
governmental units.

Criteria Used to Determine the Scope of the Entity

The Office of the Regional Superintendent of Schools is elected by popular vote. By lllinois State
Stafues, occupancy, secretarial, and other costs incurred in maintaining the Office are paid by the
counties involved, and the salaries of the Regional Superintendent and the Assistant Regional
Superintendent are paid by the State of (llinois. The Regional Superintendent is responsible for
the supervision and control of school districts in the Lake County Regional Office of Education No.
34.

The Lake County Regional Office of Education No. 34 has developed criteria to determine
whether outside agencies with activities which benefit the citizens served by the Lake County
Regional Office of Education No. 34, including school districts which serve pupils in Lake County
Regional Office of Education No. 34, should be included within its financial reporting entity. The
criteria includes, but is not limited to, whether Lake County Regional Office of Education No. 34
exercises oversight responsibility (which includes financial interdependency, selection of
governing authority, designation of management, ability to significantly influence operations, and
accountability for fiscal matters), scope of public service, and special financing relationships.
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
NOTES TO FINANCIAL STATEMENTS
June 30, 2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Blended Component Units

The following component units are entities, which are legally separate from Lake County Regionat
Office of Education No. 34, but are so intertwined with the Regional Office that they are, in
substance, the same as the Regional Office. They are supported as part of Lake County
Regional Office of Education No. 34 and blended into the appropriate funds.

On August 8, 1995, Lake County Regional Office of Education No. 34 assumed, pursuant to State
law, the authority and responsibility of Educational Services Center No. 2 (ESC No. 2) of Lake
County. The former ESC No. 2 is now the Educational Services Division of Lake County Regional
Office of Education No. 34 located in its Grayslake office. The Lake County Regional Office of
Education No. 34's Regional Superintendent of Schools is the administrative and fiscal agent for
the Educational Services Division.

The Educational Services Division is responsible, under the School Code, for providing a variety
of in-service training and staff development opportunities to improve the knowledge and skills of
educators, and for serving as the primary regional delivery system for State and federal grant
supported programs and services in education.

Lake County Regional Office of Education No. 34 administers the Positive Alternative Services for
Sludents program (PASS) from its Grayslake office. The Lake County Regional Office of
Education No. 34’s Regional Superintendent of Schools is the administrative and fiscal agent for
Project PASS. PASS, also known as the Lake County Center for Dropout Prevention, was
established in 1985 to provide educational services to chronic truanis and potential dropouts.

The primary goals of Project PASS are to reduce student truancy and o prevent students from
dropping out of school. It provides counseling, tutoring, mentoring, attendance incentives and a
variety of enrichment activities thal draw on community resources. [t also provides teacher
technical support services that give emphasis to creative and instructional strategies to make
learning more interesting and engaging.

Lake County Regional Office of Education No. 34 administers the Northern Illinois Reading
Recovery Consortium from its Grayslake office. The Lake County Regional Office of Education
No. 34’s Regional Superintendent of Schools is the administrative and fiscal agent for the
Consortium. The Lake County Regional Office of Education No. 34 provides site coordination via
a conlracted consultant.

Lake County Regional Office of Education No. 34 provides administrative support for the Regional
Board of School Trustees from its Grayslake office. The Lake County Regional Office of
Education No. 34's Regional Superintendent of Schools serves as Ex-Officio Secretary of the
Board.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The Regional Board of Trustees consists of seven members from different townships who are
elected to six-year terms by the voters of Lake County. The Board has jurisdiction over all matters
regarding school boundary changes pursuant to Article 7 of the School Code.

The ROE Alternative Program of Lake County is administered by the Lake County Regional
Superintendent per the School Code of lllinois 5/13A-6. This is cited as the Safe Schools Law.

Lake County Regional Office of Education No. 34 is not aware of any entity which would exercise
such oversight as to result in it being considered a component unit of the entity.

Basis of Presentation

Government-wide Financial Statements - The government-wide financial statements (i.e.
Statement of Net Assets and the Statement of Activities) report information on all of the non-
fiduciary activities of the primary government. For the most part, the effect of interfund aclivity
has been removed from these statements. The statements distinguish between those activities
of the Regional Office of Education that are governmental in nature and those that are
considered business-type activities.  Governmental activities normally are supported by
operating grants and contributions, charges for services and intergovernmental revenues.
Business-type activities normally are supported by amounts assessed or received from local
sources for the Regional Office of Education programs.

The Statement of Activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include 1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or
priviieges provided by a given function or segment and 2) grants, contributions and interest
resfricted to mesting the operational requirements or capital requirements of a particular
function or segment. Items not properly included among program revenues are reported
instead as general revenues. Major individual governmental funds are reporied as separate
columns in the fund financial statements.

Measurement Focus, Basls of Accounting, and Financial Statement Presentation

The govermmment-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned
and expenses are recorded when a liability is incurred, regardless of the timing of related cash
flows. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been satisfied.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues aré recognized
as soon as they are both measurable and available. Revenues are considered to be available
when they are collectible within the current period or soon enough thereafter to pay liabilities of
the current period. Revenues received more than 60 days after the end of the current period
are deferred in the governmental fund financial statements but are recognized as current
revenues in the government-wide financial statements.

Intergovernmental revenues (shared revenues, grants and reimbursements from other
governments) and interest associated with the current fiscat period are all considered to be
susceptible to accrual. All other revenue items are considered to be measurable and available
only when cash is received by the Lake County Regional Office of EQucation No. 34.

Lake County Regional Office of Education No. 34 records on-behalf payments made by the
State to the Teachers’ Retirement System as revenue and expenditures,

Expenditures generally are recorded when a liability Is incurred, as under accrual accounting.
Capital asset acquisitions are reported as expenditures in governmental funds.

Under the terms of grant agreements, Lake County Regional Office of Education No. 34 funds
certain programs by a combination of specific cost-reimbursement grant resources to such
programs, and then general revenues. it is the Regional Office of Education No. 34's policy to
first apply restricted funds, then unrestricted. For unrestricted funds, committed funds are used
first, then assigned funds, then unassigned if any.

Proprietary funds distinguish operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund's principal ongoing operations. The
principal operating revenues of the Lake County Regional Office of Education No. 34's
enterprise funds are charges to customers for sales and services. Operating expenses for
enterprise funds include the cost of sales and services, administrative expenses, and
depreciation on capital assets. All revenues and expenses not meeting this definition are
reported as non-operating revenues and expenses.

Lake County Regional Office of Education No. 34 maintains its financial records on the cash

basis. The financial statements of Lake County Regional Office of Education No. 34 are
prepared by making memorandum adjusting entries fo the cash basis financial records.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Fund Accounting

The accounts of Lake County Regional Office of Education No. 34 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 balance, revenues, and expenditures. Lake County Regional Office of Education
No. 34 mainfains individua) funds as required by the State of lllinois. The 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 summarizes the fund types
used:

Governmental Fund Types

Governmental Funds are those through which most governmental functions are financed. The
acquisition, use and balances of the expendable financial resources angd the related current
liabilities are accounted for through governmental funds. The governmental funds include the
following:

General Fund - The General Fund is used to account for resources traditionally
associated with government which are not required legally or by sound financial
management, to be accounted and reported for in another fund. The General Fund is
always considered a major fund. The following accounts are included in the general
funds:

General State Aid - Used 1o account for grant monies received for, and payment
of, expenditures for regional learning academy suppiements,

Educational Services Division Local Operations - Used to account for monies
received for, and payment of, expenditures relating o the operations of the
Educational Services Division.

PASS (Positive Alternative Student Services) - Used to account for monies
received from interest, donation, and various miscellaneous income. These
funds are used to defray staff development, training and professional
membhership expenses.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Special Revenue Funds - Special Revenue Funds are used to account for and report the
proceeds of specific revenue sources that are restricted or committed to expenditures
for specified purposes other than debt service and capital projects. Major special
revenue funds include the following:

Education Fund - Used to account for the State and federal grants and contracts
adminisiered by the Regional Office of Education. The education funds are as
follows:

Title | - Reading First Part B SEA Funds - Funds provide assisfance to
school districts in establishing reading programs for students in
kindergarten through third grade that are based on scientifically based
reading research. Reading first also focuses on teacher development
and ensuring that all teachers, including special education teachers, have
the tools they need to effectively help their students learn to read.

Regional Safe Schools - This fund is an alternative schooling program for
disruptive youth, creating alternative placement for those students who
are suspended and/or are deemed ineligible.

Truanis Alternative/Optional Education - Used to account for monies
received from the lllinois State Board of Education to be used in the
truant alternative program for Lake County students.

McKinney Education for Homeless Children - Used to account for grant
monies received for, and payment of, expenditures associated with a
federal program designed to provide counseling and educationa! support
to homeless children and their families. The programs are funded by a
federal Stewart B. McKinney Education for Homeless Children and Youth
grant administered through the lllinois State Board of Education.

Juvenile Detention Fund - Used to account for revenues and
expenditures related to the operation of the educational program at the
Lake County Juvenile Detention Center.

Teacher Mentoring Program - Used to account for grant money received
and the expenditures incurred to support the statewide new teacher
mentoring program that includes assigning a mentor teacher to each new
teacher for a period of at least two years and providing professional
development designed to ensure the growth of the new teachers’
knowledge and skills.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Principal Mentoring Program - Used to account for monies from the
lllinois Principals Association for expenditures incurred to ensure that
every new principal in the region receives high-quality mentoring
experience from trained mentors.

ROE/ISC Operations - Used to account for monies received for, and
payment of, assisting schools in all areas of school improvement.

EFAST Pilot Program - Used {o account for monies received from the
State for expenditures in support of regional mathematics curriculum
development activities.

ARRA Technology - Used to account for monies received from the
federal government in support of regional technology services.

Educational Services Division - Used o account for the revenues and
expenditures of providing a variety of in-service training and staff development
opportunities to improve the knowledge and skills of educators.

Institute - Used to account for fees collected for the registration and renewal of
teaching cerificates. These fees are used to defray administrative expenses
incidental to teachers’ institutes, workshops, or meeting of a professional nature
that are designed to promote the professional growth of teachers or for the
purpose of defraying the expenses of any general or special meeting of teachers
or school personnel, which has been approved. All funds generated remain
restricted until expended only on the aforementioned actfivities.

Nonmajor Special Revenue Funds - The Regional Office of Education reported
the foltowing special revenue funds as nonmajor governmental funds:

General Education Development (GED) - Used to account for the
revenues and expenditures associated with the processing of applications
for the high school level Test of General Educational Development and
the issuance of diplomas upon successful completion of the examination.
Statute requires excess funds accumulated for periods exceeding three
years to be transferred into the Institute Fund.

Bus Driver Training - Used to account for the revenue and expenses
incurred in conducting initial and refresher fraining classes for schoof bus
drivers.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Regional Board of School Trustees - Used to account for the revenues
and expenditures of the Regional Board of Trustees. This Board consists
of seven members from different townships who are elected to six-year
terms by the voters of Lake County. The Board has jurisdiction over all
matters regarding school boundary changes pursuant to Article 7 of the
School Code.

Supervisory - Used to account for monies received from the State to pay
for the supervision of school districts.

Reading Recovery Installation Fees - Used to account for monies
received from Reading Recovery Consortium members and the interest
earned on the funds.

Reading Recovery Operations - Used to account for monies received for,
and payment of, expenditures in connection with books and materials for
the reading recovery teachers and tsacher leaders, supplies, travel
expenses, meeting expenses, salary and benefits for teacher |eaders,
and required professional development.

Distributive Interest - Used to account for monies accumutated from
interest earned on the general fund's checking account.

Learning Technology Center - Used to account for the revenues and
expenditures of establishing a statewide support system for information,
professional development, technical assisfance, network design,
technology ptanning, leadership, and information exchange.

PASS (Positive Alternative Student Services) - Used to account for the
revenues and expenditures of reducing student truancy and the
prevention of students from dropping out of school.

National Dropout Prevention Conference - Used to account for revenues
and expenditures of coordinating conferences for the National Dropout
Prevention Center.

58



LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
NOTES TO FINANCIAL STATEMENTS
June 30, 2012

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT(NUED)
Proprietary Fund Types

Enterprise Funds are used to account for resources from fees charged directly to those entities
or individuals that use its services.

Education Services Division - Used to account for the fees received and expenditures
incurred providing a variety of in service training workshops and conferences.

PASS (Positive Alternative Student Services) - Used to account for the fees received
and expenditures incurred providing workshops and conferences to prevent students
from dropping out of school.

Fingerprinting Assessment - Used to account for the assessments received from the
school districts to pay for the processing of fingerprinting the substitute teachers and
expenditures incurred for providing this service to the school districts.

Fiduciary Fund Types

Fiduciary Funds are used to account for assets held in a trustee capacity or as an agent for
individuals or private or governmental organizations. The Fiduciary Funds include:

Distributive Fund - Used to account for funds received from lllinois State Board of
Education and disbursed as a resuit of the Regional Superintendent’'s responsibility to
receive and distribute to treasurers of school districts and other agencies, monies due to
them from general State aid, State categorical grants, federal grants, ang various other
SOUrces.

Assets, Liabilities, and Fund Equity

The following accounting policies are followed in preparing the balance sheet:

Cash and investments - The cash and investment balances of Lake County Regional
Office of Education No. 34 are valued at cost.

For purposes of the Statement of Cash Flows, all short-term cash investments that are
highly liquid are considered to be cash equivalents. Cash equivalents are readily
convertible to known amounts of cash and, at the day of purchase, have a maturity date
no tonger than three months.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

State reguiations require that the Lake County Regional Office of Education No. 34
deposit funds under its control into accounts insured by the federal government, secured
by substantial coflateral or into pooled investment trusts. All funds not needed for
immediate disbursements are maintained in interest bearing accounts. Statutes authorize
Lake County Regional Office of Education No. 34 to make deposits or invest in obfigation
of states and their political subdivisions, saving accounts, credit union shares, repurchase
agreements, commercial paper rated within the three highest classifications by at least two
standargd rating services, and the lllinois Public Treasurer's investment Pool.

Due from other governments - Due from other governments represents amounts due
from the lllinois State Board of Education, other agencies, and districts.

Capital assets - Capital assets result from expenditures in the governmental and
proprietary funds. These assets are reported in the governmental and business-type
activities column of the government-wide Statement of Net Assets but are not reported
in the fund financial statements in the governmental funds. Capital assets are recorded
at historical cost. Donated capital assets are recorded at estimated fair market value at
the date of donation. The costs of normal maintenance and repair that do not add to the
value of the asset or materially extend asset lives are not capitalized. Lake County
Regional Office of Education No. 34 capitalizes items costing $5,000 or more.
Depreciation is calculated on a straight-line basis over the estimated useful lives (five to
seven years) of the respective assets.

Lake County Regional Office of Education No. 34 reviews long-lived assels for
impairment whenever events or changes in circumstances indicate the carrying amount
of an asset may not be recoverable. Recoverability of assels to be held and used is
measured by a comparison of the carrying amount of an assat to future undiscounted
net cash flows expected to be generated by the asset. If such assets are considered to
be impaired, the impairment to be recognized is measured by the amount by which the
carrying amount of the assets exceeds the fair vajue of the assets. Assels to be
disposed of are reported at the tower of the carrying amount or fair value less costs to
sell.

Deferred revenues - Lake County Regional Office of Education No. 34 reports unearned
and deferred revenue in the governmental fund balance sheet. Deferred and unearned
revenue arises when potential revenue does not meet both the measurable and
available criteria for recognition in the current period.
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Fund Balance is the difference between assets and liabilities in a Governmental Fund.
The foliowing types of fund balances may be presented in the Governmental Funds
Balance Sheet and Governmental Funds Combining Schedule of Accounts:

Nonspendable Fund Balance - the portion of a Governmental Fund’s net assets
that are not available to be spent, either short term or long term, in either form or
through legal restrictions. There are no accounts presenting a nonspendable
fund balance.

Restricted Fund Balance - the portion of a Governmental Fund's net assets that
are subject to external enforceable legal restrictions. The following fund bafance
accounts are restricled by grant agreements or contracts: Title | - Reading First -
Part B SEA Funds, Regional Safe Schools, McKinney Education for Homeless
Children, Juvenile Detention Fund, Principle Mentoring Program, EFAST Pilot
Program, Regional Board of Trustees, Reading Recovery Installation Fees,
Distributive Interest, and PASS (Positive Alternative Student Services). The
following funds are restricted by Hlinois Statute: General Education Development,
Bus Driver Training, Supervisory, and Institute.

Committed Fund Balance - the portion of a Governmental Fund's net assets with
self-imposed constraijnts or limitations that have been placed at the highest level
of decision making. There are no accounts presenting a committed fund
balance.

Assigned Fund Balance - the portion of a Governmental Fund’'s net assets to
denote an intended use of resources. The accounts presented with assigned
fund balances are specified for a particular purpose by the Regional
Superintendent. A portion of the General State Aid fund balance and the PASS
(Positive Alternative Student Services) represents assigned fund balance.

Unassigned Fund Balance - available expendable financial resources in a
governmental fund that are not designated for a specific purpose. The
unassigned balance is made up of the Educational Services Division, a portion of
General State Aid, Educational Services Division Local Operations, Truants
Alternalive/Optional Education, Teacher Mentoring Program, Principal Mentoring
Program, ROE/ISC Operations, Reading Recovery Operations, and Learning
Technology Center.

Net assets present the difierence between assets and liabilities in the Statement of Net
Assels. Net Assets of the Regional Office of Education are classified as follows:

invested in Capftal Assets - represents the Regicnal Office of Education’s total
investment in capital assets.
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Restricted Net Assels - represents net assets that are restricted due to
constrainfts placed on the net asset use that are either externally imposed by
creditors, grantors, contributors, or laws and regulations of other governments or
imposed by law through constitutional provisions or enabling legistation.

Unrestricted Net Assets - represents resources used for transactions relating to
the general operations of the Regional Office of Education and may be used at
the discretion of management to meet expenses for any purpose.

Revenue

Revenue resulting from exchange transactions, in which each party gives and receives
essentially equal value, is recorded on the accrual basis when the exchange takes place. On a
modified accrual basis, revenue is recorded in the fiscal year in which the resources are
measurable and become available.

Non-excitange transactions, in which the Regional Office ol Educatlion receives valug without
directly giving value in return, include grants and donations. On an accrual basis, revenue from
grants and donations is recognized in the fiscal year in which all eligibility requirements have
been satisfied. Eligibility requirements include timing requirements, which specify the year
when the resources are required to be used or the fiscal year when use is first permitted;
matching requirements, in which the Regional Office of Education must provide local resources
to be used for a specific purpose; and expenditure requirements, in which the resources are
provided to the Regional Office of Education on a reimbursement basis. On a modified accrual
basis, revenue from non-exchange transactions must be available before it can be recognized.

Revenues from Federal and State grant awards are recorded net of the amount due to the
State for the unused portion of the grant or the amount carried over to the following fiscal year
project. Amounts due to the State or carried over to the following year project are recorded as
liabilities.

Teacher certification, license and permit revenues are recognized in the year for which the

licenses and permifs are issued.

INlinois Stafe Board of Education funds received by the Regional Office of Education for the
Distributive Fund accrue interest for the period of lime between the receipt of funds and
ctearance of checks to recipients. Interest is distributed among the funds of the Regional Office
of Education.
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Budgetary Data

The Lake County Regional Office of Education No. 34 did not formally adopt a budget for the
year ended June 30, 2012 and is not legally required to do so. The llinois State Board of
Education and other federal grantors require budgets for certain State and Federal programs.

These budgets were used to prepare Budgetary Comparison Schedutes for the following
programs:

Special Revenue Funds

s Education Fund

o Regional Safe Schools
Truants Altemative/Optional Education
McKinney Education for Homeless Children
ROE/ISC Operations
EFAST Pilot Program
ARRA Technology
« Nonmajor Special Revenue Funds
o Leaming Technology Center

O 0O 0 0 Q

Management Estimates

The preparation of financial statements, in conformity with generally accepted accounting
principles, requires management to make estimates and assumptions that affect the reported
amount of assets, liabilities and disclosure of contingent assets and liabilities at the dale of the
financial stalements, as well as the reported amounts of revenues and expenses during the
reporting period. Actual resuits could differ from those estimates.

Subsequent Events

Management has evaluated subsequent events through May 31, 2013, the date the financial
statements were available to be issued.
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NOTE 2 - CASH AND CASH EQUIVALENTS

The deposit of Lake County Regional Office of Education No. 34 monies is governed by the
provisions of the lllinois Compiled Statutes.

Deposits

Lake County Regional Office of Education No. 34 utilizes several different bank accounts for its
various activities. The book balance of such accounts is $1,788,513 at June 30, 2012, while
the bank balance was $2,324,917. The difference between the above amounts primarily
represents checks that have been issued but have not yet cleared the bank as of June 30,
2012. Of the total bank balance as of June 30, 2012, the entire amount was secured by federal
depository insurance or collateral held by the pledging institution in the name of the Regional
Office of Education.

Investments

Lake County Regional Office of Education No. 34's established investment policy follows the
State of lllinois Public Funds Investment Act which authorizes the Regional Office of Education
to purchase certain obligations of the U.S. Treasury, federal agencies, and instrumentalities;
certificates of deposit and time deposits covered by Federal deposifory insurance; commercial
paper of U.S. corporations with assets exceeding $500,000,000, if such paper is rated at the
highest classification established by at least two standard rating services; money marke! funds
and the lllinois Funds.

As of June 30, 2012, the Regional Office of Education had investrnents with a carrying value of
$462,620 invested in certificates of deposits. Additionally, the Regional Office of Education has
$68,190 invested in lllinois Funds money market included in deposits above.

Credit Risk

At June 30, 2012, the lllinois Funds Money Market Fund had a Standards and Poor's AAAm
rating. The pool is audited annually by an outside independent auditor and copies of the report
are distributed to participants. Although not subject to direct regulatory oversight, the fund is
administered by the lllinois State Treasurer in accordance with the provisions of the lllinols
Public Funds Investments Act 30, ILCS 235. All investments are fully collateralized.

Interest Rate Risk

The lllinois Funds Money Market Fund, created by the lllinois General Assembly, enables
custodians of public funds an investment option with a competitive rate of return on fully
coliateralized investments and immediate access to the funds. The investment policy of the
lltinois Funds Money Market Funds states that unless authorized specifically by the Treasurer, a
minimum of 75% of its investiments shall have less than one-year maturity and no investment
shall exceed two years maturity.
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NOTE 2 - CASH AND CASH EQUIVALENTS (CONTINUED)

Custodial Credit Risk

Custodial credit risk is the risk that in the event of the failure of a financial institution, Lake
County Regional Office of Education No. 34 will not be able to recover its investments or will not
be able to recover collateral securities that are in the possession of an outside party. As of June
30, 2012, the Regional Office of Education's investments are fully collateralized.

Concentration of Credit Risk

Unless specifically authorized by the Treasurer, the lllinois Funds Money Market Fund’s
investment policy limits investment categories to not exceed 25% of the portfolio, with the
exception of cash equivalenis and U.S. Treasury securities. Further, cerlificates of deposits
cannot exceed 10% of any single financial institution's total deposits.

A reconciliation of cash as shown on the Statement of Net Assets for the primary government is
as follows:

Carrying

Amount
Cash - Primary Government $ 1,787,371
Cash - Agency 1,142
Total $ 1,788,513

NOTE 3 - CAPITAL ASSETS
A summary of changes in capital assets for the year ended June 30, 2012 is as follows:
Baiance Balance

June 30, June 30,
2011 Additions Deletions 2012

Governmental Funds:

Fumniture and equipment $ 347,088 % - § 20504 % 326,584
Less accumulated depreciation (243,954) (29,087) (20,504) _ (252,537)

Total capital assets, net $ 103,134 §_(29.087) § - $§ 74047

Proprietary Funds:

Furniture and equipment $ 28820 $ - § - § 28820
Leasehold improvement 11,892 - - 11,892
Less accumulated depreciation (39,985) (677) - {40,662)

Total capital assets, net $ 727 § (677) $ - $ 50
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NOTE 3 - CAPITAL ASSETS (CONTINUED)

Depreciation expense was charged as follows:
Governmental Funds:

Depreciation $ 28,087

Proprietary Funds:
Depreciation 677
Total depreciation §_ 29,764

NOTE 4 - CAPITAL AND OPERATING LEASES

Lake County Regional Office of Education No. 34 has entered into lease agreements as lessee
for financing the acquisition of computer equipment and copiers. These lease agreements
qualify as a capital lease for accounting purposes and, therefore, have been recorded at the
present value of the future minimum lease payments as of the inception date in the capital
assets account.

The fufure minimum lease obligations and the net present value of these lease payments as of
June 30, 2012 were as follows:

Year Ending June 30 Amount

2013 $ 25,383
2014 24,918
2015 6.505
Total minimum tease payments 56,786
Less: amount representing interest 3,640
Present value of minimum lease payments $ 53,146

Lake County Regional Office of Education No. 34 is also committed under lease agreements for
a building facility for its Safe Schools program located in Zion, IL, and classroom space for its
Educational Services Division operations located in Grayslake, IL. The lease for the Safe
Schools program requires a monthly lease payment of $11,300 with an option for annual
renewal. Total lease expense for this facility for the year ended June 30, 2012 was $135,600.

The lease agreement for the Educational Services Division is for a period of five years
beginning September 1, 2011 until August 30, 2016. The lease also provides for annual
increases in future rental payments based on the Consumer Price {ndex. The lease requires a
quarterly lease payment of $11,877. Rental expense for the year ended June 30, 2012, was
$47,508. The future lease payments are as follows:

Year Ending June 30 Amount

2013 $ 49,271
2014 51,094
2015 52,084
2016 36,629
Total $ 189.978
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NOTE 5 - EMPLOYEE BENEFIT PLAN

Employees of Lake County Regional Office of Education No. 34 are paid by, and considered
employees of, county government. As such, related retirement obligations associated with
these employees are the responsibility of county government.

NOTE 6 - ON-BEHALF PAYMENTS

The salaries and fringe benefits of the Regional Superintendent and the Assistant Regional
Superintendent are paid by the State of lllinois. A significant portion of the operating
expenditures of Lake County Regional Office of Education No. 34 are paid by Lake County,
Illinois, in accordance with the statutes.

The breakdown of State and County on-behalf payments for the year ended June 30, 2012 is
as follows:

Regional Superintendent - salary $ 104,616
Regional Superintendent - benefits

(includes state paid insurance) 15,731
Assistant Regional Superintendent - salary 94,152
Assistant Regional Superintendent - benefits

(includes state paid insurance) 18,835
TRS on-behalf payments 206,169
THIS on-behalf payments 5,534
Salaries of office workers paid by the Lake County 532,679
Lake County’'s share in health insurance contributions 30,650
Lake County's share in retirement contributions 45,813
Other administrative expenses 118,346
Total on-behalf payments $ 1173525

Salary and benefit data for the Regional Superintendent and the Assistant Regional
Superintendent was calculated based on data provided by the lllinois State Board of Education.

NOTE 7 - RETIREMENT PLANS

Teachers' Retirement System of the State of lllinois

The Lake County Regional Office of Education No. 34 participates in the Teachers' Retirement
System of the State of lllinois (TRS). TRS is a cost-sharing multiple-employer defined benefit
pension plan that was created by the lllinois legislature for the benefit of lllinois public school
teachers employed outside the city of Chicago.
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NOTE 7 - RETIREMENT PLANS (CONTINUED)

The illinois Pension Code outlines the benefit provisions of TRS, and amendments to the plan
can be made only by legislative action with the Governor's approval. The state of fllinois
maintains primary responsibility for funding the plan, but contributions from paricipating
employers and members are also required. The TRS Board of Trustees is responsible for the
system’s administration.

TRS members inciude all active nonannuitants who are employed by a TRS-covered employer
to provide services for which teacher certification is required. The active member contribution
rate for the year ended June 30, 2012, was 9.4 percent of creditable earnings, The same
contribution rate applies to members whose first contributing service is on or after January 1,
2011, the effective date of the benefit changes contained in Public Act 96-0889. These
contributions, which may be paid on behalf of employees by the employer, are submitted to
TRS by the employer. The active member contribution rate was aiso 9.4 percent for the years
ended June 30, 2011 and 2010.

The state of lllinois makes contributions directly to TRS on behalf of the Lake County Regional
Office of Education No. 34's TRS-covered employees.

e On-behalf Contributions to TRS. The state of lllinois makes employer pension
confributions on behalf of the Lake County Regionat Office of Education No. 34. For the
year ended June 30, 2012, state of lllinois confributions were based on 24.91 percent of
creditable earnings not paid from federal funds, and the Lake County Regional Office of
Education No. 34 recognized revenue and expenditures of $206,169 in pension
contributions that the state of lllinois paid directly io TRS. For the years ended June 30,
2011 and June 30, 2010 the state of lllinois contribution rates as percentages of creditable
earnings not paid from federal funds were 23.10 percent ($213,282) and 23.38 percent
($221,191), respectively.

The Lake County Regional Office of Education No. 34 makes other types of employer
contributions directly to TRS.

e 2.2 Formula Contributions. Employers contribute 0.58 percent of total creditable
earnings for the 2.2 formula change. This rate is specified by statute. Contributions for
the year ended June 30, 2012 were $3,648. Contributions for the years ending June 30,
2011 and June 30, 2010 were $4,245 and $4,377, respectively.

s Federal and Special Trust Fund Contributions. When TRS members are paid from
federal and special lrust funds administered by the Lake County Regional Office of
Education No. 34, there is a statutory requirement for the Lake County Regional Office
of Education No. 34 to pay an employer pension contribution from those funds. Under a
policy adopted by the TRS Board of Trustees that was first effective for the fiscal year
ended June 30, 2006, employer contrbutions for employees paid from federal and
special trust funds will be the same as the state contribution rate for TRS.
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
NOTES TO FINANCIAL STATEMENTS
June 30, 2012

NOTE 7 - RETIREMENT PLANS (CONTINUED)

For the year ended June 30, 2012, the employer pension confribution was 24.91 percent of
salaries paid from federal and special trust funds. For the years ended June 30, 2011 and
2010, the employer contribution was 23.10 and 23.38 percent of salaries paid from federal
and special trust funds, respectively. For the year ended June 30, 2012, salaries totaling
$327,916 were paid from federal and special trust funds that required employer
contributions of $81,684. For the years ended June 30, 2011 and June 30, 2010, required
Lake County Regional Office of Education Na. 34 contributions were $109,512 and
$83,141, respecltively.

» Early Retirement Option (ERO). The Lake County Regional Office of Education No. 34 is
also required to make one-time employer contributions to TRS for members retiring under
the Early Retirement Option (ERQO). The payments vary depending on the age and salary
of the member. The maximum employer ERO contribution is 117.5 percent and applies
when the member is age 55 at retirement.

For the years ended June 30, 2012, June 30, 2011 and June 30, 2010, the Lake County
Regionat Office Education No. 34 paid no ERO contributions.

» Salary increases over 6 percent and excess sick leave
e |f an employer grants salary increases over 6 percent and those salaries are used to
calcutate a retiree’s final average salary, the employer makes a contribution to TRS. The
contribution will cover the difference in actuanal cost of the benefit based on actual salary
increases and the benefit based on salary increases of up to 6 percent.

For the years ended June 30, 2012, June 30, 2011, and June 30, 2010, the Lake County
Regional Office of Educafion No. 34 did not make any contributions to TRS for salary
increases in excess of 6 percent.

* |f an employer grants sick leave days in excess of the normal annual allotment and those
days are used as TRS service credit, the employer makes a contribution to TRS. The
contribution is based on the number of excess sick leave days used as service credit, the
highest salary rate reported by lhe granting employer during the four-year sick leave
review period, and the TRS total normal cost rate (17.83 percent of salary during the year
ended June 30, 2012). For the years ended June 30, 2012, June 30, 2011, and June 30,
2010, the Lake County Regional Office of Education No. 34 did not make any
contributions to TRS for sick leave days granted in excess of the normal annual allotment.

TRS financial information, an explanation of TRS benefits, and descriptions of member,
employer and state funding requirements can be found in the TRS Comprehensive Annual
Financial Report for the year ended June 30, 2011. The report for the year ended
June 30, 2012, is expected to be available in late 2012,
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NOTE 7 - RETIREMENT PLANS (CONTINUED)

The reports may be obtained by writing to the Teachers’ Retirement System of the State of
{llinois, 2815 West Washington Street, P.O. Box 19253, Springfield, (L 62794-9253. The most
current report is also available on the TRS Web site at hitp:/trs.illinois.gov.

lllinois Municipal Retirement Fund

Employees participating in IMRF are required to contribute 4.50% of their annual covered
salary. The member rate is established by State Statute. The Regional Office of Education No.
34 is required to contribute at an actuarially determined rate. The Regional Office of Education
No. 34 reimburses Lake County for the contributions made for the participating employees.

Retiremnent Fund

A number of employees of the Regional Office of Education No. 34 are paid by, and considered
employees of, Lake County. As such, related retirement obligations associated with these
employees are the responsibility of county govermment and are included in the total county on-
behalf payments.

NOTE 8 - OTHER POSTEMPLOYMENT BENEFITS

Lake County Regional Office of Education No. 34 implemented GASB Statement No. 45 in
fiscal year 2010.

Retiree Medical Benefit Subsldy

The subsidy is an implied age related cost differential based upon the expected higher cost of
coverage for refired employees versus the average cost for the entire group. Historically, the
Regional Office's subsidy was funded on a pay-as-you-go basis. GASB Statement No. 45
requires that the Regional Office of Education recognize the cost of the retiree health subsidy
and other postemployment benefits during the period of the employee's active employment,
while the benefits are being earned, and disclose the unfunded actuarial accrued liability in
order to account for the total future cost of postemployment benefits and the financial impact on
the Regional Office of Education.

Plan Description. Lake County Regional Office of Education No. 34 provides postemployment
medical benefits to eligible retirees, spouses and survivors through the Lake County Group
Health Insurance Plan, a single-empioyer, self-insured health care plan. The benefit levels,
employee contributions, and employer contributions are governed and can be amended by the
Lake County Board.
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NOTE 8 - OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)

Benefits Provided. Employees who terminate after meeting the age and service regquirements
for retirement are eligible to continue their medical care plan coverage with the Lake County by
paying the monthly premium rate. The benefit levels are the same as those afforded to active
employees. The benefits include general outpatient and inpatient medical services and
prescriptions. Because the actuarial cost of health benefits for retirees exceeds the average
amount paid by retirees, the additional cost is paid by the Lake County and is the basis for the
OPEB obligation accounted for under GASB Statement No. 45.

Membership. At June 30, 2012, membership consisted of thirty-two active participants and one
retired participant.

Fundihg Policy. GASB Statement No. 45 requires recognition of the current expense of OPEB
based on each governing body’'s annual required contribution, but does not require funding of
the related liability. As of June 30, 2012, Lake County Regional Office of Education has chosen
not to fund the liability.

Annual OPEB Cost and Net OPEB Obligation. Lake County Regional Office of Education No.
34's annual OPEB cost is calculated based on the annual required contribution. The annuat
required contribution represents the normal cost each year and an amount o amortize the
unfunded liability over a period of thirty years.

Trend Data. Actuarial valuations of an ongoing plan involve estimates of the value of reported
amounts and assumptions about the probability of occurrence of events far into the future.
Examples include assumptions about future employment, mortality, and the heaithcare cost
trend. Amounts determined regarding the funded status of the plan and the annual required
contributions of the employer are subject to continual revision as actual results are compared
with past expectalions and new estimates are made about the fulure. The schedule of funding
progress is presented as required supplemental information foliowing the notes to the financial
statements.

Components of Net OPEB Obligation and Expense

Amount as of

Item June 30, 2012
Annual Required Contribution $ 32,000
Contributions Made -
Increase in net OPEB obligation 32,000
Net OPEB obligation - beginning of year 64,000
Net OPEB obligation - end of year $ 96,000
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NOTE 8 - OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)

Schedule of Contributions, OPEB Costs and Net Obligations

Fiscal Percentage
Year Annual OPEB of Annual Cost Net OPEB
Ending Cost Contributed Obligation
06/30/10 $ 32,000 0% $ 32,000
06/30/11 32,000 0% 64,000
06/30/12 32,000 0% 96,000

Funded Status and Funding Progress. As of June 30, 2012, the actuarial accrueg liability for
benefits was $271,000. The covered payroll was approximately $1,154,500 and the ratio of the
unfunded actuarial accrued liability to the covered payroll was 23.5%.

Actuarial Method and Assumption. Projections of benefits for financial reporting purposes are
based on the substantive plan (the plan understood by the employer and plan members) and
include the benefits provided at the time of each valuation and the historical pattern of sharing
of benefit costs between the employer and plan members.

In the actuarial valuation for the fiscal year ended June 30, 2012, the entry age normal cost
method was used. The actuarial assumptions included an annua} healthcare cost trend rate of
9.0% initially, reduced to an ultimate rate of 5.0% after eight years. The Unfunded Accrued
Actuarigl Liability is being amortized as a level percentage of pay over thirty years. A discount
(interest) rate of 4.0% was used as well as a salary progression rate of 3.0% per year.

Schedule of Funded Status and Funding Progress

Actuarial Accrued Liability (AAL) $271,000
Actuarial Value of Assets -
Unfunded Actuarial Accrued Liability (AAL) $271,000
Funded Ratio 0%
Covered Payroll {Active Plan Members) $1,154,500
UAAL as a % of Covered Payroll 23.5%

Teachers Health Insurance Security Fund

The Lake County Regionaj Office of Education No. 34 parlcipates in the Teacher Heaith
Insurance Security (THIS) Fund, a cost-sharing, multiple-employer defined benefit
postemployment healthcare ptan that was established by the lllinois legislature for the benefit of
retired lllinois public school teachers employed outside the city of Chicago. The THIS Fund
provides medical, prescription, and behavioral health benefits, but it does not provide vision,
dental, or life insurance benefits to annuitants of the Teachers' Retirement System (TRS).
Annuitants may participate in the state administered participating provider option plan or choose
from several managed care options.
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The State Employees Group Insurance Act of 1971 (5 ILCS 375) outlines the benefit provisions
of THIS Fund and amendments to the plan can be made only by legislative action with the
Governcr's approval. The Ninois Department of Healthcare and Family Services (HFS) and the
llinois Department of Central Management Services (CMS) administer the plan with the
cooperation of TRS. Effective July 1, 2012, in accordance with Executive Order 12-01, the plan
is administered by CMS with the cooperafion of TRS. Section 6.6 of the State Employees
Group Insurance Act of 1971 requires all active contributors to TRS who are not employees of
the state to make a contribution to THIS Fund.

The percentage of employer required contributions in the future will not exceed 105 percent of
the percentage of salary actually required to be paid in the previous fiscatl year.

» On-behalf Contributions to THIS Fund. The state of (llinois makes employer retiree
health insurance contributions on behalf of the Lake County Rsgional Office of
Education No. 34. State contributions are intended to match contributions to THIS Fund
from active members which were 0.88 percent of pay during the year ended June 30,
2012. State of lllinois contributions were $5,534, and the Lake County Regional Office
of Education No. 34 recognized revenue and expenditures of this amount during the
year. State contributions intended to match active member contributions during the year
ended June 30, 2011 and June 30, 2010 were 0.88 percent and 0.84 percent of pay,
respectively. State contributions on behalf of the Regional Office of Education No. 34
employees were $6,440 and $7,947, respectively.

« Employer Contributions to THIS Fund. The Lake County Regional Office of
Education No. 34 also makes contributions to THIS Fund. The employer THIS fund
contribution was 0.66 percent during the year ended June 30, 2012 and June 30, 2011,
and 0.63 percent during the year ended June 30, 2010. For the year ended June 30,
2012, the Lake Counly Regional Office of Education No. 34 paid $4,151 to the THIS
Fund. For the years ended June 30, 2011 and June 30, 2010, the Lake County
Regional Office of Education No. 34 paid $4,830 and $4,754 to the THIS Fund,
respectively, which was 100 percent of the required contribution.

The publicly available financial report of the THIS Fund may be obtained by writing to the
Department of Healthcare and Family Services, 201 S. Grand Ave., Springfield, IL 62763-3838.
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NOTE 8 - COMPENSATED ABSENCES

Under terms of employment, employees are granted general and sick leave in varying amounts.
Only benefits considered to be vested are disclosed in these statements.

All vested general and sick leave pay is accrued when incurred in the government-wide and
proprietary fund financial statements. A liability for these amounts is reported in government
funds only if they have matured, for example, as a result of employee resignations and
refirements, and are payable with expendable available resources.

Upon the termination of an employee eligible to use general leave, all accumulated leave credit
will be paid as of the date of termination up to a maximum of 330 hours. Effective July 1, 2010
the Regional Office of Education amended their policy for general leave accrual and carryover
as it applies to grant-funded employees. Any grant-funded employees hired after the effective
date will be allowed to accrue general leave according to county policy during the Regional
Office of Education’s fiscal year. These hours must be used by August 31 following that fiscal
year. Any unused general leave not used by August 31 following a fiscal year will be lost and
not paid out upon subsequent termination. Any grant-funded employees hired before the
effective date will not lose their carryover batance as of June 30, 2010 to a maximum of 330
hours. However, at August 31 following a Regional Office’s fiscal year the grant-funded
employees' carryover balance cannot exceed their carryover balance as of the beginning of the
fiscal year. Any unused general leave earned during a fiscal year starting July 1, 2010 not used
by August 31 following that fiscal year end wilf be lost and not paid out upon subseguent
termination. Empioyees will not be able to carryover additional general leave that they earned
starting on July 1, 2010; the only carryover allowed is their balance as of June 30, 2010 that
has not been used subsequent to that date. The allowed carryover will be paid as of the date of
termination.

Eligible employees who terminate and are in good standing may receive payment for 50% of
their accumulated sick leave bank in excess of 30 days to a maximum of 60 days.
Reimbursements are paid at the employee’s then current pay rate. Under certain conditions, a
retiring, vested employee can receive up to a maximum of one year of pension service credit for
accumulated, unused, unpaid sick leave.

Eligible employees with at least 30 unused sick leave days in their sick bank may elect to
receive cash reimbursement for sick leave days that they accrued during the current fiscal year,
less any sick leave days taken that year, at 50% value. This reimbursement option is only
offered to employees once a year, usually at the end of the fiscal year. Lake County Regional
Office of Education No. 34 records accrued sick leave for amounts payable to employees who
elected to be paid for sick days that accumulated during the current year. Accrued sick leave
reimbursement amounted to $0 as of June 30, 2012 and June 30, 2011, respectively. Lake
County Regional Office of Education No. 34 suspended the sick leave day reimbursement
option in fiscal year 2010 as part of its cost saving programs.
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NOTE 9 - COMPENSATED ABSENCES (CONTINUED)

Compensated absences activity as of June 30, 2012, is as follows:

Balance Balance
July 1. 2011 Additions Reductions June 30, 2012
Compensated Absences $63,424 $60,276 $60,451 $63,249

NOTE 10 - DISPOSITION OF DISTRIBUTIVE FUND INTEREST

lllinois State Board of Education funds received by the Regional Office of Education for the
Distributive Fund accrue interest for the period of time between the receipt of funds and
clearance of checks to recipients. [nterest is distributed among Lake County Regional Office of
Education No. 34 and the individual school districts based on a written agreement.

NOTE 11 - DUE FROM/TO OTHER GOVERNMENTS

The Lake County Regional Office of Education No. 34 has funds due from/to various other
governmental units which consist of the following:

Due From Other Governments:
General Fund

[llinois State Board of Education $ 1,822
Education Fund

lilinois State Board of Education 178,982

Other local governments 441,335
Educational Services Division

Other local governments 360,862
Other Nonmajor Funds

lllinois State Board of Education 18,033

Other local governments 45,145

Total $ 1,046,179

Due To Other Govemnments:
General Fund

Other local governments 3 7,821
Education Fund

Other local governments 220,346
Education Services Division

lllinois State Board of Education 21,545
Other Nonmaijor Funds

Other local governments 28,095
Agency Funds

Other local governments 1,142

Total $ 278,949
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NOTE 12 - DUE FROM/TO FUNDS

Interfund receivables and payables, primarily made to cover cash deficits within pooled cash
accounts, at June 30, 2012 were:

Fund Due From Due To

General Fund

Educational Services Division Local Operations $ 768,085 % -

PASS 40,478 -
Education Fund

Truants Alternative/Optional Education - 40,478
Educational Services Division

Educational Services Division Local Operations - 348,100
Nonmajor Special Revenue Funds -

Reading Recovery Instaltation 3,850 -

Reading Recovery Operations - 3,850

Learning Technology Center - 19,885
Proprietary Funds

Education Services Division - 400.100
Total $ 812,413 $ 812413

NOTE 13 - TRANSFERS

Transfers are generally made to provide supplemental funding or move resources from the fund
required to collect the resources to the fund required to expend the resources. The following is
the detail of interfund transfers as of June 30, 2012:

Fund Transfer in Transfer Out

General Fund

General State Aid $ - $ 659,923
Institute Fund - 12,684
Education Fund

Regional Safe Schools 659,923
Nonmajor Special Revenue Funds

Reading Recovery Operations 21,857 -

Reading Recovery Installation Fees - 9,173
Total $ 681780 $ 681,780
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NOTE 14 - DEFICIT FUND BA{L ANCES
The following funds had deficit fund balances/net assets at June 30, 2012:

Education Fund

Truants Alternative/Optional Education $ (19,465)

Teacher Mentoring Program (242)

ROE/ISC Operations (3,397)
Educationa) Services Division (68,149)
Nonmajor Special Revenue Fund

Reading Recovery Operations (11,917)

Leaming Technology Center (3,966)

Above deficit fund balances are expected to be reversed in the next fiscal year through
paymentis from the State, receipts from local sources and interest income.

NOTE 15 - RISK MANAGEMENT

Lake County Regional Office of Education No. 34 is exposed to various risks of loss related to
torts, theft, damage to and destruction of assets, errors and omissions, injuries to employees,
and natural disasters. These risks are covered by the purchase of commercial insurance. Lake
County Regional Office of Education No. 34 assumes liability for any deductibles and claims in
excess of coverage limitations. There has been no significant reduction in insurance coverage
from the prior year. Seftled claims resulting from these nisks have not exceeded commercial
insurance coverage during the year.

NOTE 16 - NEW PRONOUNCEMENTS

in 2012, Lake County Regional Office of Education No. 34 implemented Governmental
Accounting Standards Board (GASB) Statement No. 57, OPEB Measurements by Agency
Employers and Agent Multiple-Employer Plans (which amends GASB 45, Accounting and
Financial Reporting by Employers for Postemployment Benefits Other Than Pensions (OPEB)),
and GASB Statement No. 64, Derivative Instruments: Application of Hedge Accounting
Termination Provisions. The Regional Office of Education No. 34 implemented these standards
during the current year; however, they had no significant impact on the financial statements.

This information is an integral part of the accompanying financial statements.
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO, 34
SCHEDULE OF FUNDING PROGRESS -
OTHER POSTEMPLOYMENT BENEFITS
(Unaudited)
June 30, 2012

OTHER POSTEMPLOYMENT BENEFITS
SCHEDULE OF FUNDING PROGRESS

Actuarial
Accrued

Actuarial Liability Unfunded
Year Actuarial Value of (AAL) AAL Funded Covered
Ended Valuation Assets Entry Age (UAAL) Ratio Payroll

June 30, Date () (b) (b-a) (a/b) (€]

2012 6/30/10 & 0 $271,000 § 271,000 0% $ 1,154,500
2011 6/30/10 0 271,000 271,000 0% 1,285,600
2010 6/30/10 0 271,000 271,000 0% 1,663,000
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SUPPLEMENTAL INFORMATION
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SCHEDULE 1

LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
COMBINING SCHEDULE OF ACCOUNTS
GENERAL FUND ACCOUNTS
June 30, 2012

Educational PASS
Geaneral Services Division (Positve Alternative
State Aid Local Operations Student Services) Totals
ASSETS
Cash and cash equivalents $ 239333 § 117,481 B 4320 % 361,134
lnvestmenis 350,000 - - 350,000
Accounts receivable - 767 - 767
Due from other funds - 768,085 40,478 808,563
Due from other govermments 1,822 - - 1,822
TOTAL ASSETS $ 591,155 § 886,333 § 44,798 § 1,522,286
LIABILITIES AND FUND BALANCE

LIABILITIES

Accounts payable $ 2653 § - $ - 3 2,653

Accrued expenses 23,007 1,123 3.044 27,174

Due tc other govemmenis 1,822 5,999 - 7,821

Deferred revenue - 73,288 - 73.288

Total liabilities 27.482 80,410 3,044 110,936

FUND BALANCE

Assigned 22,954 - 41,754 64,708

Unassigned 540,719 805,923 - 1,346,642

Total fund balance 563,673 805,923 41,754 1,411,350

TOTAL LIABILITIES AND FUND BALANCE 5 501,155 % #8333 § 44798 $ 1.522.286
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SCHEDULE 2

LAKE COUNTY REGIONAL OFFICE OF EDUGCATION NO. 34
COMBINING SCHEDULE OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES
GENERAL FUND ACCOUNTS
Year Ended June 30, 2012

Educational PASS
General Services Dlvision (Positve Alternatfve
State Aid Local Operations  Student Services) Totals
REVENUES:
Federal sources $ 1,822 3 - 3 - S 1,822
State sources 1,901,087 - - 1,901,087
Local saurces:
Intergovernmental - 199,970 1,200 201.170
(nterest - 806 28 834
On-behalf payments 1,173,525 - - 1,173,525
Tolal revenues 3,078,434 200,776 1,228 3.278.438
EXPENDITURES:
Ins(ructional services:
Sslaries 174,077 51,040 5.407 230.524
Employee benefits 62,728 15,282 3,952 61,962
Purchased services 155,339 48,584 2.16% 204,092
Supplies and materials B.246 5719 423 14,388
Payments to other governments 1,298,008 . - 1,299,009
Other objects 11,420 - - 11,420
On-behalf payments 1,173,628 - - 1,173,526
Capital outlay 1,754 - - 1,754
Total expenditures 2,886,098 118,625 11.951 3,016,674
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES 190,336 82,151 [10,723) 261,764
OTHER FINANCING USES
Transfer out (659,823) - - (658,923)
Repayment of long-term lease payable (5.645) {19,100) - (24,745)
Interest expaense (719) (3,080} - {3.799)
Total other financing uses (866.287) (22,180) - (688,467
NET CHANGE IN FUND BALANCE {475,951) 59,871 (10,723) (426,703)
FUND BALANCE, BEGINNING
OF YEAR 1,039,624 745,952, 52,477 1,838,053
FUND BALANCE, END OF YEAR 3 563,673 § 805,923 $ 41,754 § 1411350
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34 SCHEDULE 3
BUDGETARY COMPARISON SCHEDULE
SPECIAL REVENUE FUNDS
Year Ended June 30, 2012

REVENUES:
Federal sources

EXPENDITURES:

instructional services:
Salaries
Employee benefits
Purchased services
Supplies and materials
Payments to other govermnments
Total expenditures

NET CHANGE IN FUND BALANGE (DEFICIT)

FUND BALANCE {DEFICIT), BEGINNING OF
YEAR

FUND BALANCE (DEFICIT), END OF YEAR

Educational Services Division

Variance

with

Budgeted Amounts Actua) Final
Crigiraj Final Amounts Budqet

1,243331 5 1364597 § 1263030 % (1061.567)

387.370 439,962 483,061 (43,009)
165,572 185,965 188,721 244
523,806 499,973 416,602 83.371

15,259 37,353 39,876 (2.523)
151,324 198.344 167.252 31,092
1,243,331 1,364,597 1,295,512 69.085
$ : (32,482) §__ (32,482)

(25.667)

$ _[58.149)
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LAKE COUNTY SCHEDULE 4
REGIONAL OFFICE OF EDUCATION NO. 34
COMBINING SCHEDULE OF ACCOUNTS
EDUCATION FUND ACCOUNTS
June 30, 2012

Title 1 - Truants McKinney
Reading First Alternative! Education Juvenile
Part B Regional Optional for Homeless Detention
SEAFunds  Safe Schools Education Children Fund
ASSETS
Cash and cash equivalents 3 663 % 63646 3 - 3 19,416 $ 492 575
Due from other govemments - 141,547 37,385 - 441,335
TOTAL ASSETS & 663 3§ 205,193 % 37,385 § 18,416 % 933,910
LIABILITIES AND
FUND BALANCE {DEFICIT)
LIABILITIES
Accounts payable 3 - 5 - % - $ 234 % -
Accrued expenses - - 16,372 - 38,360
Bue to other funds - - 40,478 - -
Due to other govemments - 203,816 - 2,360 -
Deferred revenue - - - 16,588 328,262
Teotal liabilities - 203,816 56,850 19,182 366,622
FUND BALANCE (DEFICIT)
Restricted 563 1,377 - 234 567,288
Unassigned - - (19,465) - -
Total fund balance (deficit) 663 1,377 (19.465) 234 567,288
TOTAL LIABILITIES AND
FUND BALANCE (DEFICIT) & BE3 § 205193 § 37385 § 19416 I 833.810
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LAKE COUNTY SCHEDULE 4
REGIONAL OFFICE OF EDUCATION NO. 34 {CONTINUED)
COMBINING SCHEDULE OF ACCOUNTS
EDUCATION FUND ACCOUNTS
June 30, 2012

Teacher Principal EFAST
Mentoring Mentoring ROEASC Pilot ARRA
Program Program Operations Program Technoloqy Totals
ASSETS
Cash and cash equivalents % 10418 § 19,280 % 5550 § 4378 & - $ 615,936
Due from other governmenis - - 50 - - 620,317
TOTAL ASSETS 5 10,418 3 19,280 $ 5600 % 4378 $ - § 1,236,253
LIABILITIES AND
FUND BALANCE (DEFICIT)

LIABILITIES

Accounts payable $ - $ - £ - % - % - 3 234

Accrued expenses - - 8,149 - - 62,881

Due to other funds - - - - - 40,478

Due to other govemments 10,660 - 848 2,662 - 220,348

Deferred revenue - - - - - 344 860

Total liabilities 10,660 - 8,997 2,662 - 668,789

FUND BALANCE (DEFICIT)

Restricted - 19,290 - 1,716 - 590,568

Unassigned {242) - (3,397) - - {23,104)

Total fund balance (deficit) {242) 18,290 (3,387) 1,716 - 567 464

TOTAL LIABILITIES AND

FUND BALANCE (DEFICIT) $ 10,418 & 19,280 $ 5600 S 4378 § $ 1,236,283
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LAKE COUNTY SCHEDULE 5
REGIONAL OFFICE OF EDUCATION NO. 34
COMBINING SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANGES
EDUCATION FUND ACCOUNTS
Year Ended June 30, 2012

Title 1 - Truants McKinney
Reading First Alternative/ Education Juvenile
Part B Regional Optional for Homeless Detention
SEA Funds Safe Schools Education Children Fund
REVENUES:
Federal saurces % - 3 532 % - 3 41,640 % -
Stale sources - 611,039 147,828 - 784,043
Local sources:;
Intergovernmental - - - - -
Interest - 129 - . -
Totz! revenues - 511.682 147,828 41,640 734.043
EXPENDITURES:
Instructional services:
Salaries - - 97,084 - 320,956
Employee benefils - - 24,400 - 126,225
Purchased services - 142,003 15,388 35.871 14,700
Supplies and materials - - 947 4,824 1.340
Payments io other governments - 210,678 - - -
Other objects ’ - - - 711 47
Capital outiay - - - - -
Total expenditures - 1,052.681 137,860 41.406 463,268
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER}) EXPENDITURES - {440.989) 2978 234 320.775
OTHER FINANCING SOURCES:
Transfers in - 658,923 - - -
NET CHANGE IN
FUND BALANCE - 218,934 9,978 234 320,775
FUND BALANCE (DEFICIT),
BEGINNING OF YEAR §63 {217.557) {28,443) - 246,513
FUND BALANCE {DEFICIT),
END OF YEAR 3 663 % 1,377 % {151 4661 5 234 3 567,288
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LAKE COUNTY SCHEDULE 5
REGIONAEL OFFICE OF EDUCATION NO. 34 (CONTINUED)
COMBINING SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANGCES
EDUCATION FUND ACCOUNTS
Year Ended June 30, 2012

Teacher Princigai EFAST
Mentoring Mentoring ROEASC Pilct ARRA
Program Program QOperations Program Technology Totals
REVENUES:
Federal sources 5 - 3 - % - 5 - 3 9518 % 51.790
Stale sources - 30,000 130,186 7.814 - 1,716,920
Local sources;
Intergovernmental - - 5,022 - - 5,022
Interest : - - - - 121
Total revenyes - 30,000 135.218 7.814 8,518 1,767,853
EXPENDITURES:
Instructional services:
Salaries - - 78,710 - - 497,731
Ernployee benefits - - B,485 - - 159,110
Purchased services - 815 11,948 325 7,468 228,518
Supplies and materials - 757 B46 683 778 10,025
Payments ko other governmenlis - - - 4,500 . 915,178
Other objects - - - 540 - 1,348
Capital outiay - - - - 1.372 1,372
Total expenditures . 1572 100,789 6.098 9618 1,813,282
EXCESS (DEFICIENCY) OF REVENUES
CVER (UNDER) EXPENDITURES - 28.428 34.429 1,716 - {45,429)
OTHER FINANCING SOURCES:
Transiers in - - - - - 659,923
NET CHANGE IN
FUND BALANCE - 28,428 34,429 1,716 - 614,494
FUND BALANCE (DEFICIT),
BEGINNING OF YEAR {242) (9.138) {37.828) - - {47.030)
FUND BALANCE (DEFICIT},
END OF YEAR § (242 3 18280 § (2.397) § 1,716 § - 3 567,464
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LAKE COUNTY SCHEDULE 6
REGIUNAL OFFICE OF EDUCATION NO. 34
EDUCATION FUND ACCOUNTS - IUMGETARY COMPARISON SCHEDULE

Yenr Ended June 30, 2012
Regional Safe Schools Truants Altermative/Cptonal Education McKinney Edusation for Homeless Children
Budgeted Amounis Actual  Varlanes with Budgeted Amounts Actual  Varance with Budoeteg Amounts  Actual  Variance with
Criglgl  Final  Amgupts Finel Budaet  Orialnal Einal  Amounts ElnalBugget  Qrlginal  Final  Amoumtsz Final Buguet
REVENUES:
Fedarsl sartes 3 - % s 532 % B3k § . 5 . g - & - o0 § 24000 & 415a0 S 12,3504
Sliledouices 584,074 254 07 CARN k] 45,568 124,005 124,605 147838 23 5 - o -
Loz sosrass:
a1 B TH - - - 5 = & = = @ =
frivraal , 4 12t - . E . " o .
Tona! rovesued SEA DT SRAOTY  @1nem2 TGS 14788 23223 &4 000 43,060 41,640 (2,360)
EXPENDITURES:
1B P! g aryeEed
Sniries - . - BSATR 88T aratE AR = -
XTI DT - : 23,154 23,154 244 L L] - -
Puochospd srmvmers 188 355 141,535 42 0603 Ay 12558 12.335 PE T =] ) A 38150 EEh 2,274
SapnSes and maeaEy . - - neg g BT &2 T 5850 004 1.026
Py L0 il 4FrilE  432\%E  S\D67A [A8E 543 - - . . . -
Cxtes Diyscis - 3 - 5 i . L )
Capty outday - - - - . - - s -
Talgl mepenshaey SE407Y  SBADTY 1062681 (385,811 124806 124606  13F,E50 {13.245) 44,003 44,000 41 408 2,584
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES Hl & - 444008B%) § MCH9ED) - 8 - 9978 § BLETE g - 3 - 234 3 24
OTHER FINANCING SOURCES {USES):
Trangter n 56,925
RET CHANGE IN
FUND BALANCE (DEFICIT] 21284 BE7E 34
FUND BALAMCE {DEFICIT),
BEGINNING OF YEAR 1217.557} 25 443 =
FUND BALANCE (DEFICIT),
END OF YEAR £ 1an 5 1iR4ES) g par]
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REVENUES:

Fedorsl woumes
SR e
[T = i R
R LT T
s
Tl rewbvegis

EXPENDITURES:

Ansuchine jErase
Sl ared
Breploves Bangtit
Furchpsss seroes
S, vl ELE BT
Prayrmciti b ol Govemnsmiin
PPt Copaccs

Carinl gty

Tonta! espmreiigres

EXCESS (DEFICIENGY) OF REVENUES
QVER (UNDER) EXPENDITURES

OTHER FINANCING SOURCES {(USES):
in

NET CHANGE IN
FUND BALANCE [DEFICIT)

FUND BALANCE (OEFICIT},
BEGINNING OF YEAR

FUND BALANCE {DEFICTT),
END OF YEAR

— _ ROENSC Operalions

LAKE COUNTY
REGIONAL OFFICE QF EDUCATION NO, 34
EDUCATION FUND ACCOUNTS - BURGETARY COMPARISON SCHEDULE

Yenr Ended June 30, 2012

EFAST Pilot Program

SCHEDVLE 6
{CONTINUED)

Budasted Amsounts Aclual  Variance with Budgeted Amounts Actual  Varfance with
Qrialnal Finsl Amounts  Final Budnet  Oriolna Final Amounts  Final Sudagt
8 E . H - § 4 5 - - - L -
M I 8,230 133,168 34968 17,180 1B rais 19,248)
- - 5022 5022 - - -
98,230 05,250 136,218 36,588 17,180 17,160 7814 19,348)
7ra0 T7ADE T0.70 (23072} .
LR gt 8435 ELCH . . i
12500 12,000 1542 52 VLA 16508 334 11998
i m 545 &% LI (&1 551 T
- - - - E 4,508} 14,500}
- - - - 340 J A0 b 50
8,230 ¥8.230 100,788 {2,369) 17.160 17 18l G088 el
g - & - Wax §  zasE § - sl A R
4409 LG
137 825
8 giaam 1.7
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LAKE COUNTY SCHEDMILE 5
REGIONAL OFFICE OF EDUCATION NC. 34 {CONTINUELD
EDUCATION FUND ACGOUNTS - BUDDETARY COMP ARISON SCHEDULE
Year Ended June 30, 2012

ARRA Technology Total
Budgeted 4mounts Actual  Variance with Burqgsied Amounts Actual  Varance with
Qpdingl Elrml Amounts  Final Basdget Original Final Amguits  Fingl Budper

REVENUES:
Firfera {are H 5413 ¥ 268 5 9618 § . $§ MIEB 5 53515 O 9NTOC OB AE
St Hturcas - 3 - Bl 068 804,088 EETY 2811
LR SRR
[ Te e e ] - - - - L & 5022 5.022
Irdere - - - 3 : : 141 1e]
Faia) rawmm e 8418 5,618 6la - A57 684 857 £b4 253,810 96,124
EXPENDITURES:
TN sl e
Salprian - . - - 185,578 1E5 578 17 TS (T
Efmpioyial Doneiis - . . 31,00 J.m5 32 80 1 LI
Fuscticd iardtig 504 B 945 TABS -] M0 e b5k A0S 9885
Sunpkos gnd mplies B3 B3 gy el V1,ITH By r N 12
Py WHniE 1 i (AT a . - Aazr % AT TS 515178 AR E)
Qi iy mecis - - - - 241 244D LA 2909
Capial cutling 3,000 2,000 1,372 1 B8 il ra] K] 1 3E 1A
Veoki mapaiiividonion g.618 4518 8818 - 367 634 857,884 4 348 442 {420,758)
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES $ . £ - - g - g - i . {394 6832) § (354832}
OTHER FINANCING SOURCES {USES)
Transferin - SEQ.52%
NET CHANGE IN
FUND BALANCE (DEFICT} 265,291
FUND BALAMNCE {DEFICIT),
BEGINNING OF YEAR - f2ad 826}
FUND BALANGE |DEFICIT),
END OF YEAR ER - (19,52



LAKE COUNTY
REGIONAL OFFICE OF EDUCATION NO. 34
COMBINING BALANCE SHEET
NONMAJCOR SPECIAL REVENUE FUNDS
June 30, 2012

SCHEDULE Y

General Regional
Education Bus Driver Board of Reading Recovery
ASSETS Development Training School Trustees Supervisory Installation Fees
Cash and cash equivalenis 3 37,885 3% 33,133 § 5549 % 19 § 70,588
Due from other fungs - - - - 3,850
Due from other governments 33,645 - - - -
TOTAL ASSETS 5 71,530 % 33,133 % 5549 § 19 § 74,438
LIABILITIES AND
FUND BALANCE (DEFICIT)
LIABILITIES
Accounts Payable 3 - % 169 § - § - 8
Accrued expenses - - - - -
Due to other funds - - - - -
Due to ather govemnments 28,085 - - - -
Deferred revenues 5,280 - - - -
Total liabilities 33,386 169 - - -
FUND BALANCE {DEFICIT)
Restricted 38,145 32,964 5,549 18 74,438
Unassigned - - - - -
Total fund batance (deficil) 38,145 32,964 5,549 19 74,438
TOTAL LIABILITIES AND
FUND BALANCE (DEFICIT) g 71530 % 33133 % 9,549 § 19 & 74.438.
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LAKE COUNTY SCHEDULE 7
REGIONAL OFFICE OF EDUCATION NO. 34

{CONTINUED)
COMBINING BALANCE SHEET
NONMAJOR SPECIAL REVENUE FUNDS
June 30, 2012
Learning PASS (Positive  National Dropout
Reading Recovery  Distributive Technology Alternative Prevention
ASSETS Operations interest Center Student Services]  Conference Totals
Cash and cash equivalents g - % 7040 & - $ 46,371 § - $ 200,585
Due from other funds - - - - - 3,850
Due from other governmenls - - 18.033 11,500 - 63,178
TOTAL ASSETS g - 3 7,040 § 18.033 § 57871 § - % 267,613
LIABILITIES AND
FUND BALANCE {DEFICIT
LIABILITIES
Accounts Payahble $ - 5 59 % - $ - $ - 3 228
Accrued expenses 1,881 - 2114 - - 3,985
Due to other funds 3,850 ~ 19,885 - - 23,735
Due te olher govemmaents - - - - - 28,095
Deferred revenues 6,186 - - - - 11.476
Total liabilities 11,917 59 21,889 - - §7.529
FUND BALANCE {DEFICIT)
Restricied - 5,881 - 57,871 - 215,967
Unassigned (11,817} - {3,966) - - {15,883)
Tatal fund batance {deficit) {11,917) 8,081 {3.968) 57,871 - 200,084
TOTAL LIABILITIES AND
FUND BALANCE (DEFICIT) $ - % 7.040 § 18,033 § 57871 & - 3 267 613
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LAKE COUNTY
REGIONAL OFFICE OF EDCUATION NO, 34
COMBINING STATEMENT OF REVERUES, EXPENDITURES, AND

CHANGES IN FUND BALANCES
NONWMAJCR SPECIAL REVENUE FUNDS
Year Ended June 30, 2012
General Regional
Education Bus Driver Board of

SCHEDULE 8

Reading Recovery

Development Training School Trustess Supervisory [nstallation Fees
REVENUES:
State sources $ - % 4067 § 3 - 3 -
Local sources:
Intergavernmental ~ - 2812 - 2,00
Fees for services 52,366 18,550 - - -
Interest = - - - -
Total revenues 62,366 22,617 2,812 - 2,001
EXPENDITURES:
Instructional services:
Salaries - - - -
Empiovee benefils - - - - -
Purchased services 48,395 12,355 812 -
Suppties and materials 2,073 3,337 - - -
Paymenis lo other governmenis - - - - -
Other objects 5,098 106 - - -
Total expenditures 55,566 15,798 812 - -
EXCESS (DEFICIENCY) OF REVENUES
QVER {UNDER) EXPENIITURES 6,800 e.819 2,000 - 2.001
OTHER FINANCING SOURCES (USES)
Transfer in . . - - .
Transfer out - - - - {9.173)
Total other financing sources (uses) - - - - {9.173)
NET CHANGE IN
FUND BALANCE (DEFICIT) 6.800 6.812 2,000 {7.472)
FUND BALANCE (DEFICIT),
BEGINKING OF YEAR 31,345 26,146 3,549 19 §1.610
FUND BALANCE (DEFICIT),
END OF YEAR 3 38,145 % 329684 3 5549 § 9 3 74,438
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LAKE GOUNTY
REGIONAL OFFICE OF EDCUATION NO, 34

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND SCHEDULE 8
CHANGES IN FUND BALANGES (CONTINUED)
NONMAJOR SPEGIAL REVENUE FUNDS
Year Ended June 30, 2012
Learning PASS (Positive  Nationa) Dropout
Reading Recovery Distributive Technology Alternative Prevention
QOperations Interest Cenfer Student Services) Conferernce Totals
REVENUES:
Stale sources § - $ - 8 86672 & - ¥ - 80,742
Local sources:
intergovernmental 37,220 - - 18,500 2,500 63,033
Fees for services 88,740 3,868 - - - 173,524
Interest - 864 - 96 - 1.060
Total revenues 125.9680 4,832 86.675 18.506 2,500 328,359
EXPENDITURES:
Instruclional services:
Salaries 99,728 - 55,281 - - 154,987
Emptoyee benefils 14,864 153 20,057 - - 35,074
Purchased services 16,460 5,284 - 355 ~ 83,661
Supplies and materials 17,250 - - 1,546 - 24 206
Payments o other governments 2,200 100 - - ~ 2,300
Qther objects 62 6,697 - - 4,750 16,713
Tolal expenditures 150,662 12,234 75,318 1,801 4,750 316,841
EXCESS {DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES (24.602) {7.402) 11,357 16,685 {2,250) 11,418
OTHER FINANCING SOURCES (USES)
Transfer in 21,857 - - - 21.857
Transfer out - - - - - {9,173)
Total other financing sources (usaes) 21.857 - - - - 12,684
NET CHANGE IN
FUND BALANCE [{DEFICIT) (2,745} {(7.402) 11,357 16.695 {2.250) 24,102
FUND BALANCE {DEFICIT),
BEGINNING OF YEAR (9.172) 14,383 {15.323) 41,176 2,250 175,982
FUND BALANCE (DEFICIT),
END OF YEAR ) 1178917} 3 6981 &  (3966) § 57871 $ - 200,084

a5



REVENUES:

Stale sources

SCHEDULE &

LAKE COUNTY REGIONAL OFFICE OF EDUCATION ND. 24
BUDGETARY COMPARISON SCHEDULE
NONMAJOR SPECIAL REVENUE FUNDS

Year Ended June 30, 2012

Learning Technology Center

Variance
with
Budgetad Amounts Actual Final
Criginal Final Amounts Budget

$ 72143 § 72143 § 86675 § 14,532

EXPENDITURES:
Inslructional services:
Salaries 63,349 53,340 55,261 {(1,812)
Employee benefits 18,794 18,794 20,057 {1,263)
Tetal expendiiures 72,143 72,143 75,318 {3,175)
NET CHANGE IN FUND BALANCE (DEFICIT) % - 8 - 11,357 ¢ 11,357
FUND BALANCE (DEFICIT), BEGINNING OF
YEAR (156.323)
FUND BALANCE (DEFICIT), END OF YEAR 3 {3.968)
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SCHEDULE 10

LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
COMBINING STATEMENT OF NET ASSETS
NONMAIOR PROPRIETARY FUNDS
June 30, 2012

Business-Type Activities - Enterprise Funds
PASS (Posltive

Alternative Fingerprinting
Student Services) Assessment Tota(
ASSETS
Current assets:
Cash and cash equivalents $ 3308 § 108,928 $ 112.236
Prepaids - 19.672 19,672
Total cusrent assets 3,308 128.600 131,908
Non-current assets:
Capltal assels, being depreclaled, net - 50 50
Total assels 3.308 128,650 131.958
LIABILITIES
None - - R
NET ASSETS
(nvestment in capjtal assets, net of related debt - 50 50
Unrestricted 3,308 128.800 131,908
Total net assels 3 3308 § 128,650 $ 131,958
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
COMBINING STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS

OPERATING REVENUES:
Fees for services

OPERATING EXPENSES;
Purchased services
Supplies and materials
Other objects
Capital outtay
Depreciation
Total operating expenses

OPERATING INCOME

NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

NONMAJOR PROPRIETARY FUNDS

Year Ended June 30, 2012

Business-Type Actlvities - Enterprigse Funds

PASS (Positive
Alternative

Fingerprinting

SCHEDULE 11

Student Services) Assessment Total
3 - $ 55,360 $ 55360
- 22,572 22,572
2,423 2,423
- 676 676
- 4,138 4,138
- 677 877
- 30,486 30,486
- 24,874 24,874
3,308 103,776 107,084
3 3,308 $ 128,650 $ 131,958
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LAKE COUNTY REGIONAL QFFICE OF EPUCATION NO. 34
COMBINING STATEMENT OF CASH FLOWS
NONMAJOR PROPRIETARY FUNDS

SCHEDULE 12

Year Ended June 30, 2012
Business-T itias - Ectarprise Funds
PASS (Positive
Altemative Fingerpdndng
Student Saryices) Assessment Totaj
GASH FLOWS FROM OPERATING ACTIVITIES:
Raceaipts ltom workshops and services 3 - 3 55.380 55,350
Paymen!s lo suppliers and providers of goods and services - (49.481) (49.481)
Nel cash provided by bperaling activitles - 5579 5879
NET INCREASE IN CASH AND CASH EQUIVALENTS - 5873 5,879
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 3308 103.048 106,357
CASH AND CASH EQUSVALENTS, END OF YEAR 3 3,308 3 108,928 112,236
Reconclliation of operaling hcome to net cash
provided by operating activities:
Opecaling ingcome 3 . k] 24874 24874
Adjusiments lo reconcile operating income
10 nal cash provided by operating
activilies:
Deprecialion @xpensa - 677 877
Change in assels.
Prepaids - 119.672) (19.672)
Nel cash pravided by operating activies 3 - 3 5,879 5,879

99



LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
STATEMENT OF CHANGES IN
ASSETS AND LIABILITIES
AGENCY FUNDS
Year Endad June 30, 2012

DISTRIBUTIVE FUND
ASSETS

Cash and cash equivalents
LIABILITIES

Due to other govemmients

Balance.
July 1, 2011

Additdons

Deductions

SCHEDULE 13

Balance,
June 30, 2012

$ 1,008 § 10,166,100 § 10,165,966 $ 1,142

3 1,008 § 10,166,100 $ 10,165,966 § 1,142
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Program

[ietont

General Btate Afd - Safe Schoot

Ganaral State Ad - ALOP

Schaal Bus Daver Training

Traani Attemative Cphons Eduzation
ROE Safe Sclionl

ROENSC Qperatons

Technotony - Learming Technplogy Conter
Teacher Meatoanng

ARAS Edugaton Jebs Furd - Safs Schoo!
ARRN B5A Education Joos Fund - ALOP
Federal Impagt Ad

ARRA Tata i Sehow! Improvament

ARRA Technology

Totals

LAKE COUNTY
REGIONAL OFFICE OF EDUCATION NO. 34
SGHEDULE OF DISBURSEMENTS TC SCHOOL DISTRICT TREASURERS AND OTHER ENTITIES
Year Ended June 30, 2012

SCHEDULE 14

Raglanal Truancy Noi (hiind North North Sbora
Superintendenl Eduzatian Allernative Township Chicago Dristrict Township Glanview
of Schools Service Cenler Program HSD 225 CUsD 187 12 HSD 113 CSD 34 Tatals
5 FIC - - - & - 5 - 3 - 3 . % - ] T3
426,516 - . - . - . - 420,546
1,295,572 - - - - . . . 1205 6712
4,067 - . . . . . - 4,067
- - 203315 - - - - - 203,318
986,670 . - - - - - - 236,670
- 156,672 - - - - . - 166,672
- 97705 - - - - - - &7, 706
- 70475 - - - - - - [ EE]
14,770 - - - - - - - 14770
27,508 - - - - - - - 27.508
- - - 104,852 6,135,088 187,782 8,074 204,937 5692782
- 133,193 - - - - - - 133193
- £.618 - - - - - - 2.618
b3 2785304 5 S0RE6d E 20315 5 10d98F 5 5135998 F 4AFFEY S GEOF4 F 20MB3Y S5 10.1655E0
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LAKE COUNTY REGIONAL OFFICE OF EDUCATION NO. 34
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year Ended June 30, 2012

Federal Grantor/Pass-
Through Grantor,
Program or Cluster Title

U.S. Dapartment of Education

ARRA - Education Jobs Fund
Passed through Illincis State Board of Education
ARRA - Education Jobs Fund
ARRA - Education Jobs Fund

Tide t Grants to Local Educational Agencies
Passed through Will County Regionai Office of Education No. 56
(M) Title | - School fmprovement and Accountability

Education for Homeless Children and Youth
Passed through Wili County Regional Office of Education No. 56
McKinney Education for Homéless Chitdren

Education Technology State Granls, Recovery Act
Passed through Hllincis State Board of Education
Education Technology State Grants, Recovery Act

TOTAL EXPENDITURES OF FEDERAL AWARDS

(M) Program was audiled as a major program

CFDA
Number

Project Number

(st 8 digits)
or Contract #

84.410A
84.410A

84.010A

84.196A

84.386A

2012-4880-93
2012-4880-95

2012-4331-8S5

2012-4920-00

2012-4861-00

The accompanying notes are an integral part of this schedule.
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SCHEDULE 15

Federal
Expenditures

7/1/2011-6/30/2012

532
1,822

2,354

1,287,713

41.406

9,618

$

1,341,091




LAKE COUNTY REGIONAL OFFICE OF £DUCATION NO. 34
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year Ended June 30, 2012

NOTE 1 - REPORTING ENTITY BASIS OF PRESENTATION AND ACCOUNTING

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant
actlivity of Regional Office of Education No. 34 and is presented on the modified accrual basis
of accounting. The information in this schedule is presented in accordance with the
requirements of OMB Circular A-133, Audits of Slates, Local Governmenls, and Non-Profit
Organizations. Therefore, some amounts presented in this schedule may differ from amounts
presented in, or used in the preparation of, the basic financial statements.

NOTE 2 - DESCRIPTION OF FEDERAL PROGRAMS AUDITED AS A MAJOR PROGRAM

Title | - School Improvement and Accountability - accounts for grant monies received for, and

payment of, expenditures of the Title | - School Improvement and Accountability Fund. This
grant provides school districts with funds to carry out their school improvement and corrective
action responsibilities under Sections 1116(c) of Title | while offering students in schools
identified for improvement and corrective action the opportunity to transfer to another higher
performing public school, including a public charter school within the district.

NOTE 3 - SUBRECIPIENTS

NONE

NOTE 4 - NON-CASH ASSISTANCE

NONE

NOTE 5 - AMOUNT OF INSURANCE

NONE

NOTE 6 - LOANS OR LOAN GUARANTEES OUTSTANDING

NONE

This information is an integral part of the accompanying schedule.
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