








REGIONAL OFFICE OF EDUCATION #3 
 

COMPLIANCE REPORT SUMMARY 
 
     The compliance audit testing performed in this audit was conducted in accordance with Government 
Auditing Standards and in accordance with the Illinois State Auditing Act. 
 
 
AUDITORS' REPORTS 
 
The auditors’ reports on compliance and on internal controls do not contain scope limitations, disclaimers, or 
other significant non-standard language. 
 
SUMMARY OF AUDIT FINDINGS 
 
Number of  This Audit   Prior Audit 
Audit Findings   3     4 
Repeated audit findings   3     1 
Prior recommendations implemented   1     1 
   or not repeated        
 
An additional 2 matters which are less than a significant deficiency or material weakness but more than 
inconsequential, have been reported in a Management Letter of Comments to the Regional Superintendent. 
In prior years, these issues may have been included as immaterial findings in the auditors’ reports. 
 

SUMMARY OF FINDINGS AND QUESTIONED COSTS 
 

Item No.            Page      Description      Finding Type 
      

FINDINGS (GOVERNMENT AUDITING STANDARDS) 
 

08-1                  12a Controls over Financial  Material Weakness 
 Statement Preparation   
 
08-2                  12c Internal Control over  Significant Deficiency 
 Disbursements and Receipts    
 
08-3                  12e Capitalization Policy  Significant Deficiency   

 
FINDINGS AND QUESTIONED COSTS (FEDERAL COMPLIANCE) 

 
NONE 
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PRIOR FINDINGS NOT REPEATED (GOVERNMENT AUDITING STANDARDS) 
 
Item No.            Page      Description 
07-3                    15 Inadequate Accounting Software 
 and Internal Controls 
 

 
PRIOR FINDINGS NOT REPEATED (FEDERAL COMPLIANCE) 

 
 
NONE 
 

 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
INFORMAL EXIT CONFERENCE 

 
The findings and recommendations appearing in this report were discussed with Agency personnel at an 
informal exit conference on August 29, 2008.  Attending were Mark Drone, Regional Superintendent, and 
Timothy G. Bryan, Partner, Kemper CPA Group LLP.  Responses to the recommendations were provided by 
Mark Drone, Regional Superintendent. 
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A material weakness is a significant deficiency, or combination of significant deficiencies, that results in 
more than a remote likelihood that a material misstatement of the financial statements will not be prevented 
or detected by the Regional Office of Education #3’s internal control.   
 
Our consideration of the internal control over financial reporting was for the limited purpose described in the 
first paragraph of this section and would not necessarily identify all deficiencies in the internal control that 
might be significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies 
that are also considered to be material weaknesses.  However, of the significant deficiencies described above, 
we consider item 08-1 to be a material weakness. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Regional Office of Education #3’s financial 
statements are free of material misstatement, we performed tests of its compliance with certain provisions of 
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and 
material effect on the determination of financial statement amounts.  However, providing an opinion on 
compliance with those provisions was not an objective of our audit, and accordingly, we do not express such 
an opinion.  The results of our tests disclosed no instances of noncompliance or other matters that are 
required to be reported under Government Auditing Standards.   
 
We also noted certain matters which we have reported to management of the Regional Office of Education 
#3 in a separate letter dated March 31, 2009. 
 
Regional Office of Education #3'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 
#3's responses and, accordingly, we express no opinion on them.     
 
This report is intended solely for the information and use of the Auditor General, the General Assembly, the 
Legislative Audit Commission, the Governor, agency management, others within the organization, Illinois 
State Board of Education, federal awarding agencies, and pass-through entities and is not intended to be and 
should not be used by anyone other than these specified parties.  

 

 
Certified Public Accountants and Consultants 
 
Evansville, Indiana 
March 31, 2009 
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BOND, FAYETTE, EFFINGHAM COUNTIES 
REGIONAL OFFICE OF EDUCATION #3 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE YEAR ENDED JUNE 30, 2008 

 
SECTION II – FINANCIAL STATEMENT FINDINGS (Continued) 
 
Finding No. 08-2 – Internal Control over Disbursements and Receipts  
                                (Repeat of No. 07-2) 
 
Criteria/specific requirement: 

 

The Regional Superintendent of Schools is responsible for establishing and maintaining an internal 
control system over disbursements and receipts to prevent errors and fraud.  

 
Condition: 
 

1) During our testing of disbursements we noted the following exceptions in the Regional Office’s 
internal controls: 

a.   In our testing of 40 general disbursements: 
i. One instance where costs were not appropriately allocated among programs for a 

purchase in the amount of $507.78. 
ii. Four instances of misclassification of costs to incorrect expense accounts in 

amounts totaling $652.07.        
iii. One instance where grant funds were used to purchase an unallowable cost in the 

amount of $20.   
 

2) During our review of internal controls over receipts we noted a lack of segregation of duties.  
Currently, the same individual is able to receive checks and cash, post the receipts to the general 
ledger, draft the deposit slip, take the deposit to the bank and prepare the bank reconciliation. 
 

Effect: 
 

Lack of proper review of the various accounting processes, documentation to support each 
disbursement, and appropriate segregation of duties could result in unintentional or intentional errors 
or misappropriations of assets, in which the errors or fraud could be material to the financial 
statements and may not be detected in a timely manner by employees in the normal course of 
performing their assigned duties. 
 

Cause: 
 

1) The Regional Office is not following their established internal control procedures over 
disbursements.    

2) The Regional Office has not developed proper internal control procedures over their receipts 
process. 
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BOND, FAYETTE, EFFINGHAM COUNTIES 
REGIONAL OFFICE OF EDUCATION #3 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE YEAR ENDED JUNE 30, 2008 

 
SECTION II – FINANCIAL STATEMENT FINDINGS (Continued) 
 
Finding No. 08-2 – Internal Control over Disbursements and Receipts  
                                 (Repeat of No. 07-2) (Concluded) 
 
 
Auditors’ Recommendation: 
 

1) The Regional Office should ensure that their established internal control procedures are being 
followed for each disbursement. 

2) The Regional Office should establish proper segregation of duties to ensure that no one individual 
has access to all steps of an accounting process. 

 
Management’s Response: 
 Management agrees with the finding. 
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BOND, FAYETTE, EFFINGHAM COUNTIES  
REGIONAL OFFICE OF EDUCATION #3 

CORRECTIVE ACTION PLAN FOR CURRENT-YEAR AUDIT FINDINGS 
JUNE 30, 2008 

 
Corrective Action Plan (Continued) 
 
Finding No. 08-2 – Internal Control over Disbursements and Receipts 
                                (Repeat of No. 07-2) 
Condition: 

1) During our testing of disbursements we noted the following exceptions in the Regional Office’s 
internal controls: 

a.   In our testing of 40 general disbursements: 
i. One instance where costs were not appropriately allocated among programs for a 

purchase in the amount of $507.78. 
ii. Four instances of misclassification of costs to incorrect expense accounts in 

amounts totaling $652.07.        
iii. One instance where grant funds were used to purchase an unallowable cost in the 

amount of $20.   
 

2) During our review of internal controls over receipts we noted a lack of segregation of duties.  
Currently, the same individual is able to receive checks and cash, post the receipts to the general 
ledger, draft the deposit slip, take the deposit to the bank and prepare the bank reconciliation. 
 

 
Plan: 

1) The Regional Office will implement procedures to ensure that their established internal control 
procedures are being followed for each disbursement. 

2) The Regional Office will establish proper segregation of duties to ensure that no one individual 
has access to all steps of an accounting process. 

 
Anticipated Date of Completion: 

Immediately upon learning of the oversight. 
 

Name of Contact Person: 
Honorable Mr. Mark A. Drone, Regional Superintendent of Schools 
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BOND, FAYETTE, EFFINGHAM COUNTIES  
REGIONAL OFFICE OF EDUCATION #3 

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 
JUNE 30, 2008 

 
 
Finding No.  Condition        Current Status  
 
07-1 Controls Over Financial Statement Preparation      Repeat 08-1  
 
    

  
07-2    Internal Control over Disbursements        Repeat 08-2  

and Purchases   
 
 

07-3   Inadequate Accounting Software and Internal      Resolved 
   Controls 
 
07-4   Capitalization Policy          Repeat 08-3  
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