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SANGAMON COUNTY
REGIONAL OFFICE OF EDUCATION #51
COMPILIANCE REPORT SUMMARY

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

AUDITOR’S REFORTS

The auditor’s reports on compliance and on internal controls do not contain scope limitations,
disclaimers, or other significant nonstandard language.

SUMMARY OF AUDIT FINDINGS

Number of This Audit Prior Audit
Audit findings 3 5
Repeated audit findings 2 1
Prior recommendations implemented

or not repeated 3 1

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

Additional matters which are less than significant deficiencies or material weaknesses 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’ reporis.

SUMMARY OF FINDINGS AND QUESTIONED COSTS

Itern No. Page Description Finding Type

FINDINGS (GOVERNMENT AUDITING STANDARDS)

10-01 12a Controls Over Financial Statement Preparation Material Weakness
10-02 12¢ Inadequate Intermal Control Procedures Material Weakness
10-03 12¢ Departure from Generally Accepted

Accounting Principles Material Weakness

FINDINGS AND QUESTIONED COSTS (FEDERAL COMPLIANCE)

None



SANGAMON COUNTY
REGIONAL OFFICE OF EDUCATION #51
COMPLIANCE REPORT SUMMARY

PRIOR FINDINGS NOT REPEATED (GOVERNMENT AUDITING STANDARDS)

09-02 15 Payroll Reporting
09-04 15 Improper Recording of Reimbursements and Administrative Fees Between Programs
09-05 15 Improper Revenue Classifications

PRIOR FINDINGS NOT REPEATED (FEDERAL COMPLIANCE)

None

EXIT CONFERENCE

The findings and recommendations appearing in this report were discussed with Agency personnel at an
informal exit conference on August 10, 2010. Attending were Jeff Vose, Regional Superintendent;
Mimi Power, Fiscal Manager; and Tami Knight, Partner, Kemper CPA Group, LLP. Responses to the
recommendations were provided by Jeff Vose, Regional Superintendent, on December 1, 2010.



SANGAMON COUNTY
REGIONAL OFFICE OF EDUCATION #51
FINANCIAL STATEMENT REPORT SUMMARY

The audit of the accompanying basic financial statements of the Sangamon County Regional Office of
Education #51 was performed by Kemper CPA Group LLP, Certified Public Accountants and
Consultants.

Based on their audit, the auditors expressed a qualified opinion on the Regional Office of Education
#51’s basic financial statements.
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Certified Public Accountants and Consultants

INDEPENDENT AUDITOR’S REPORT

Honorable William G. Holland
Auditor General
State of Illinois

As Special Assistant Auditors for the Auditor General, we have audited the accompanying financial
statements of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the Regional Office of Education #51, as of and for the year
ended June 30, 2010, which collectively comprise the Regional Office of Education #51's basic financial
statements as listed in the table of contents. These financial statements are the responsibility of the
Regional Office of Education #51's management. Our responsibility is to express opinions on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and 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.

The Regional Office of Education #51 did not recognize and disclose postemployment benefits other
than pensions (OPEB) in their financial statements as required by Governmental Accounting Standards
Board (GASB) Statement No. 45, Accounting and Financial Reporting by Employers for
Postemployment Benefits Other Than Pensions. Disclosure of that information is required to conform
with accounting principles generally accepted in the United States of America. The effects of this
departure from U.S. generally accepted accounting principles on the financial statements of the Regional
Office of Education #51 are not reasonably determinable.

In our opinion, except for the effects of not recognizing a liability for postemployment benefits other
than pensions in the Statement of Net Assets and the Statement of Activities as described in the
preceding paragraph, 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 Regional Office of Education #51, as of June 30,
2010, and the respective changes in financial position and cash flows, where applicable, thereof for the
year then ended in conformity with accounting principles generally accepted in the United States of
America.

1413 Wabash Avenue » $lattoon, IL 61938
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In accordance with Government Auditing Standards, we have also issued a report dated May 9, 2011 on
our consideration of the Regional Office of Education #51°s internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards and should be considered
in assessing the results of our audit.

The Management's Discussion and Analysis and Illinois Municipal Retirement Fund Schedule of
Funding Progress on pages 16a through 16f and 55 are not a required part of the basic financial
statements but are supplementary information required by accounting principles generally accepted in
the United States of America. We have applied certain limited procedures, which consisted principally
of inquiries of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Regional Office of Education #51's basic financial statements. The combining
and individual nonmajor fund financial statements and budgetary comparison schedules are presented for
purposes of additional analysis and are not a required part of the basic financial statements. The
accompanying Schedule of Expenditures of Federal Awards is presented for purposes of additional
analysis as required by the U.S. Office of Management and Budget Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations, and is also not a required part of the basic financial
statements, The combining and individual nonmajor fund financial statements, budgetary comparison
schedules, and the Schedule of Expenditures of Federal Awards have been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, are fairly stated in
all material respects in relation to the basic financial statements taken as a whole.

/)/m,m CHA Gomp LLF

Certified Public Accountants and Consultants

Mattoon, Illinois
May 9, 2011
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

Honorable William G. Holland
Auditor General
State of [llinois

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 Regional Office of Education #51, as of and for the year ended June 30, 2010, which
collectively comprise the Regional Office of Education #51's basic financial statements and have issued
our report thereon dated May 9, 2011. 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

In planning and performing our audit, we considered the Regional Office of Education #51’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 Regional Office of Education #51°s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the Regional Office of Education
#51’s internal control 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.

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

1413 Wabash Avenue s Mattoon, IL 61938
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timely basis. We consider the deficiencies described in findings 10-01, 10-02, and 10-03 in the
accompanying Schedule of Findings and Questioned Costs to be material weaknesses.

Compliance and Qther Matters

As part of obtaining reasonable assurance about whether the Regional Office of Education #51’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 #51 in a separate letter dated May 9, 2011.

The Regional Office of Education #51°s responses to the findings identified in our audit are described in
the accompanying Schedule of Findings and Questioned Costs. We did not audit the Regional Office of
Education #51°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 Govemnor, agency management, others within the entity, 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.

%)/mpu CHA Gomp LLF

Certified Public Accountants and Consultants

Mattoon, Illinois
May 9, 2011
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INDEPENDENT AUDITOR’S 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 Mllinois

Compliance

We have audited the Sangamon County Regional Office of Education #51°s compliance with the types
of compliance requirements described in the OMB Circular A-133 Compliance Supplement that could
have a direct and material effect on each of the Sangamon County Regional Office of Education #51°s
major federal programs for the year ended June 30, 2010. The Sangamon County Regional Office of
Education #51°s major federal programs are identified in the summary of anditor’s results section of the
accompanying Schedule of Findings and Questioned Costs. Compliance with the requirements of laws,
regulations, contracts, and grants applicable to each of its major federal programs is the responsibility of
the Sangamon County Regional Office of Education #51’s management. Our responsibility is to express
an opinion on the Sangamon County Regional Office of Education #51°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 andits 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
Sangamon County Regional Office of Education #51’s compliance with those requirements and
performing such other procedures as we considered necessary in the circumnstances. We believe that our
audit provides a reasonable basis for our opinion. OQur audit does not provide a legal determination of the
Sangamon County Regional Office of Education #51°s compliance with those requirements.

In our opinion, the Sangamon County Regional Office of Education #51 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, 2010.

Intemal Control Over Compliance

Management of the Sangamon County Regional Office of Education #51 is responsible for establishing
and maintaining effective intemnal control over compliance with the requirements of laws, regulations,
contracts, and grants applicable to federal programs. In planning and performing our aundit, we
considered the Sangamon County Regional Office of Education #51's internal control over compliance
with the requirements that could have a direct and material effect on a major federal program to

1413 Wabash Avenue = Battoon, IL 61938
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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 Circular A-133, but not for the
purpose of expressing an opinion on the effectiveness of intemal control over compliance. Accordingly,
we do not express an opinion on the effectiveness of the Sangamon County Regional Office of
Education #51's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of 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 control over compliance 1s a
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis.

Our consideration of internal conirol over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in intemal control over
compliance that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over compliance that we consider to be material weaknesses,
as defined above.

This report is intended solely for the information and use of the Audifor General, the General Assembly,
the Legislative Audit Commission, the Governor, agency management, others within the entity, 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.

/)/mw CHA GMf LLF

Certified Public Accountants and Consultants

Mattoon, Illinois
May 9, 2011
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SANGAMON COUNTY
REGIONAL OFFICE OF EDUCATION #51
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JUNE 30, 2010

SECTION I - SUMMARY OF AUDITOR’S RESULTS

Financial Statements
Type of auditor’s report issued: Qualified

Internal control over financial reporting:

® Material weakness(es) identified? Yes
® Significant deficiency(ies) identified that are not considered to

be material weakness{es)? No
® Noncompliance material to financial statements noted? No

Federal Awards
Internal control over major programs:
® Material weakness(es) identified? No

® Significant deficiency(ies) identified that are not considered to No
be material weakness(es)?

Type of auditor’s report issued on compliance for major programs: Unqualified

Any audit findings disclosed that are required to be reporied in accordance
with OMB Circular A-133, Section 510(a)? No

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster
84.357A Title I - Reading First Part B SEA
84.394A & 84.397A State Fiscal Stabilization Fund (SFSF) Cluster

Dollar threshold used to distinguish between Type A and Type B programs: $300,000

Auditee qualified as a low-risk auditee? No

11



SANGAMON COUNTY
REGIONAL OFFICE OF EDUCATION #51
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 201G

SECTION II — FINANCIAL STATEMENT FINDINGS

Finding No. 10-01 - Controls Over Financial Statement Preparation (Repeated from Finding
09-01, 08-01 & 07-01)

Criteria/specific requirement:
The Regional Office of Education #51 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’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 that they are free of material misstatements and include
all disclosures as required by the Governmental Accounting Standards Board (GASB).

Condition:

The Regional Office of Education #51 does not have sufficient internal controls over the financial
reporting process. The Regional Office maintains their accounting records on the cash basis of
accounting. While the Regional Office 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 financial statement misstatements and disclosure omissions in a
timely manner. For example, auditors, in their review of the Regional Office’s accounting records,
noted the following:

* The Regional Office’s financial information required numerous adjusting entries to present
the financial statements in accordance with generally accepted accounting principles.

¢ The Regional Office did not have adequate controls over the maintenance of complete records
of accounts receivable, accounts payable, or deferred revenue. While the Regional Office did
maintain records to indicate the balances of accounts payable, accounts receivable, and
deferred revenue, no entries were provided to reconcile the Regional Office of Education
#51’s grant activity, such as posting grant receivables and deferred revenue.

Effect:
Management or employees in the normal course of performing their assigned functions may not
prevent or detect financial staternent misstatements and disclosure omissions in a timely manner.

Cause:
According to Regional Office officials, they did not have adequate funding to hire and/or train their
accounting personnel in order to comply with these requirements.

12a



SANGAMON COUNTY
REGIONAL OFFICE OF EDUCATION #51
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2010

SECTION It — FINANCIAL STATEMENT FINDINGS (Continued)

Finding No. 10-01 ~ Controls Over Financial Statement Preparation (Repeated from Finding
09-01, 08-01 & 07-01) (Concluded)

Auditor’s Recommendation:
As part of its internal control over the preparation of its financial statements, including disclosures,
the Regional Office of Education #51 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’s activities and operations.

Management’s Response:

The Regional Office understands the nature of this finding and realizes that this circumstance is not
unusual in an organization of this size. The Regional Office of Education staff has a reasonable
understanding of the financial statements and can determine that the information in the financial
statements is accurate, however, lacks the ability to prepare the notes to the financial statements.
The recommendation that “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’s activities and operations,” has been noted
by this office, We will continue to work with the other Regional Offices of Education to determine
the most effective method of ensuring that our employees possess the knowledge required to
compile the necessary (GAAP based financial statements.
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SANGAMON COUNTY
REGIONAL OFFICE OF EDUCATION #51
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2010

SECTION II — FINANCIAL STATEMENT FINDINGS (Continued)

Finding No. 10-02 — Inadequate Internal Control Procedures (Partial Repeat from Finding 09-03)

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

Condition:
During the audit we noted the following weaknesses in the Regional Office of Education’s internal
control system:

A.

B
C.
D

Effect:

The individual who reconciles the Regional Office’s cash receipts is not independent of the
receipts process.

. Prior year adjusting journal entries were not posted by the Regional Office, which caused

certain program’s current year fund balance to not roll forward correctly.
We noted an instance where a credit card expenditure was not supported by an original receipt
or reconciled to the credit card statement.

. There was no supporting documents for and no documented review of the Regional Office’s

general journal entries prior to posting to the accounting system.

Lack of effective internal control procedures 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:

The Regional Office has not established sufficient or followed existing internal control procedures.

Auditor’s Recommendation:

A.

B.

An individual independent of the cash receipts process should reconcile the cash receipts to
the receipt book and deposit slip.

In order for the Regional Office’s accounting records to accurately reflect its financial
position, the Regional Office should record all material audit adjustments provided by the
auditors. ‘

All credit card charges should be supported by an original receipt that has been approved by
the Regional Superintendent, as well as, reconciled to the credit card statement.

All journal entries should be reviewed prior to being posted to the accounting system by an
individual independent of the general ledger. This review should be documented on the
journal entry’s supporting documentation.

12¢



SANGAMON COUNTY
REGIONAL OFFICE OF EDUCATION #51
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2010

SECTION II — FINANCIAL STATEMENT FINDINGS (Concluded)

Finding No. 10-02 — Inadequate Internal Control Procedures (Partial Repeat from Finding 09-03)
(Concluded)

Management’s Response:

The Regional Office of Education will implement procedures whereby the employee who
reconeiles the cash receipts to the receipt book and deposit slip does not collect cash payments.
The Finance Manager will post all audit adjustments provided by the auditors to reconcile with
the audited financial statements.

No credit card statements will be authorized for payment without original receipts.

All journal entry transactions will be authorized by the Regional Superintendent before posting to
the accounting systein.

oo W »
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SANGAMON COUNTY
REGIGNAL OFFICE OF EDUCATION #51
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2010

SECTION II — FINANCIAL STATEMENT FINDINGS (Continued)

Finding No. 10-03 — Departure from Generally Accepted Accounting Principle

Criteria/Specific Requirement:
The Illinois Administrative Code (74 Ill. Adm. 420.320 (c) (1) and (2)) requires that each Regional
Office of Education maintain the accounting records necessary to prepare financial statements in
accordance with generally accepted accounting principles (GAAP).

Governmental Accounting Standards Board (GASB) Statement No. 45, Accounting and Financial
Reporting by Employers for Postemployment Benefits Other Than FPensions (OPEB), requires that
employers recognize and disclose OPEB expense. Net OPEB obligations, if any, should be
reported as liabilities (or assets if overfunded) in the financial statements. For financial reporting
purposes, an actuarial valuation is required to measure and disclose the annual OPEB cost. In
certain circumstances, an altemative measurement method can be applied instead of obtaining an
actuarial valuation.

Condition:

The Regional Office of Education #51 participates in a defined benefit OPEB plan that provides
postemployment benefits other than pensions to its employees in exchange for employee services
rendered. Under accrual accounting, the cost of OPEB, and any related OPEB liability, should
generally be recorded in the period when the exchange for the employees’ services occurs, rather
than when the benefits are paid. Currently, the Regional Office of Education #51°s OPEB plan is
financed on a pay-as-you-go basis, and as such, the financial statements do not report the financial
effects of OPEB until the promised benefits are paid. During fiscal year 2010, the Regional Office
of Education #51 had 14 active employees, of whom 12 participated in the plan, and contributions
to the OPEB plan totaled $53,199. The Regional Office of Education #51 did not obtain an
actuarial valuation of its postemployment benefits other than pension liability, or apply the
altermative measurement method in order to be in compliance with GASB Statement No. 45.

In the absence of the actuarial valuation, or the application of the alternative measurement method,
the auditors could not reasonably determine the amount by which this departure would affect the

liabilities, fund balances, and expenditures of Regional Office of Education #51 as of June 30,
2010.

12e



SANGAMON COUNTY
REGIONAL OFFICE OF EDUCATION #51
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2010

SECTION I — FINANCIAL STATEMENT FINDINGS (Concluded)

Finding No. 10-03 — Departure from Generally Accepted Accounting Principle (Concluded)

Effect:
Failure to apply the accounting and reporting requirements of GASB Statement No. 45 could result
in misstatements of the Regional Office of Education #51 financial statements. This could also
result in inaccurate and incomplete disclosure of the OPEB plan description, the funding policy,
and the annual OPEB and net OPEB obligation.

Cause:
According to Regional Office management, noncompliance with GASB Staternent No. 45 was due
to budget restraints and the overall complexity of the pronouncement.

Auditor’s Recomnmendation:
We recommend the Regional Office of Education #51 obtain or perform an actuarial valuation of
its other postemployment benefit liability to be in compliance with GASB Statement No. 45 and
include all disclosures required by the Statement in its financial statements.

Management’s Response:
The Regional Superintendent agrees with the finding.
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SANGAMON COUNTY
REGIONAL OFFICE OF EDUCATION #51
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JUNE 36, 2010

SECTION III - FEDERAL AWARD FINDINGS

INSTANCES OF NONCOMPLIANCE:
NONE
SIGNIFICANT DEFICIENCIES:

NONE
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SANGAMON COUNTY
REGIONAL OFFICE OF EDUCATION #51
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
CORRECTIVE ACTION PLAN FOR CURRENT-YEAR AUDIT FINDINGS
JUNE 30, 2010

Corrective Action Plan

Finding No. 10-01 — Controls Over Financial Statement Preparation (Repeated from Finding
09-01, 08-01 & 07-01)

Condition:

The Regional Office of Education #51 does not have sufficient internal controls over the
financial reporting process. The Regional Office maintains their accounting records on the cash
basis of accounting. While the Regional Office 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 financial statement misstatements and disclosure
omissions in a timely manner. For example, auditors, in their review of the Regional Office’s
accounting records, noted the following:

e The Regional Office’s financial information required numerous adjusting entries to present
the financial statements in accordance with generally accepted accounting principles.

e The Regional Office did not have adequate controls over the maintenance of complete
records of accounts receivable, accounts payable, or deferred revenue. While the Regional
Office did maintain records to indicate the balances of accounts payable, accounts
receivable, and deferred revenue, no entries were provided to reconcile the Regional Office
of Education #51’s grant activity, such as posting grant receivables and deferred revenue.

Plan:

The Regional Office understands the nature of this finding and realizes that this circumstance is
not unusual in an organization of this size. The Regional Office of Education staff has a
reasonable understanding of the financial statements and can determine that the information in
the financial statements is accurate, however, lacks the ability to prepare the notes to the financial
statements. The recommendation that “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’s activities
and operations,” has been noted by this office. We will continue to work with the other Regional
Offices of Education to determine the most effective method of ensuring that our employees
possess the knowledge required to compile the necessary GAAP based financial statements.

Anticipated Date of Completion:
Not Applicable

Contact Person Responsible for Corrective Action:
Honorable Jeff Vose, Regional Superintendent of Schools
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SANGAMON COUNTY
REGIONAL OFFICE OF EDUCATION #51
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
CORRECTIVE ACTION PLAN FOR CURRENT-YEAR AUDIT FINDINGS
JUNE 30, 2010

Corrective Action Plan (Continued)

Finding No. 10-02 - Inadequate Internal Control Procedures (Partial Repeat from Finding

09-03)

Condition:
During the audit we noted the following weaknesses in the Regional Office of Education’s internal
control system: :

A.

B
C.
D

Plan:

>

The individual who reconciles the Regional Office’s cash receipts is not independent of the
receipts process.

. Prior year adjusting journal entries were not posted by the Regional Office, which caused

certain program’s current year fund balance to not roll forward correctly.
We noted an instance where a credit card expenditure was not supported by an original
receipt or reconciled to the credit card statement.

. There was no supporting documents for and no documented review of the Regional

Office’s general journal entries prior to posting to the accounting system.

An individual independent of the cash receipts process will reconcile the cash receipts to
the receipt book and deposit slip.

In order for the Regional Office’s accounting records to accurately reflect its financial
position, the Regional Office will record all material audit adjustments provided by the
auditors,

All credit card charges will be supported by an original receipt that has been approved by
the Regional Superintendent, as well as, reconciled to the credit card statement.

All journal entries will be reviewed prior to being posted to the accounting system by an
individual independent of the general ledger. This review will be documented on the
journal entry’s supporting documentation.

Anticipated Date of Completion:
Immediately upon learning

Contact Person Responsible for Corrective Action:
Honorable Jeff Vose, Regional Superintendent of Schools
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SANGAMON COUNTY
REGIONAL OFFICE OF EDUCATION #51
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
CORRECTIVE ACTION PLAN FOR CURRENT-YEAR AUDIT FINDINGS
JUNE 30, 2010

Corrective Action Plan (Concluded

Finding No. 10-03 — Departure from Generally Accepted Accounting Principle

Condition:

Plan:

The Regional Office of Education #51 participates in a defined benefit OPEB plan that provides
postemployment benefits other than pensions to its employees in exchange for employee services
rendered. Under accrual accounting, the cost of OPEB, and any related OPEB liability, should
generally be recorded in the period when the exchange for the employees” services occurs, rather
than when the benefits are paid. Currently, the Regional Office of Education #51°s OPEB plan is
financed on a pay-as-you-go basis, and as such, the financial statements do not report the
financial effects of OPEB uatil the promised benefits are paid. During fiscal year 2010, the
Regional Office of Education #51 had 14 active employees, of whom 12 participated in the plan,
and contributions to the OPEB plan totaled $53,199. The Regional Office of Education #51 did
not obtain an actuarial valuation of its postemployment benefits other than pension liability, or
apply the alternative measurement method in order to be in compliance with GASB Statement
No. 45.

In the absence of the actuarial valuation, or the application of the alternative measurement
method, the auditors could not reasonably determine the amount by which this departure would
affect the liabilities, fund balances, and expenditures of Regional Office of Education #51 as of
June 30, 2010.

The Regional Office of Education #51 will obtain or perform an actuarial valuation of its other
postemployment benefit liability fo be in compliance with GASB Statement No. 45 and will
include all disclosures required by the Statement in its financial statements.

Anticipated Date of Completion:
June 30, 2011

Contact Person Responsible for Corrective Action:
Honorable Jeff Vose, Regional Superintendent of Schools
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SANGAMON COUNTY
REGIONAL OFFICE OF EDUCATION #51
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2010

Finding No. Condition Current Statug
09-01 Controls Over Financial Statement Preparation Repeated
09-02 Payroll Reporting Corrected
09-03 Inadequate Internal Control Procedures Partial Repeat
09-04 Improper Recording of Reimbursements and

Administrative Fees Between Programs Corrected
09-05 Improper Revenue Classifications Corrected
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SANGAMON COUNTY
REGIONAL OFFICE OF EDUCATION #51
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2010

Sangamon County Regional Office of Education #51 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, 2010. We encourage readers to consider this information in
conjunction with the Agency’s financial statements, which follow.

This report will include past year financial activity, along with fiscal year 2010 activity, making
comparisons of the financial position and results of operations more meaningful.

Financial Highlights

General Fund revenues increased slightly from $679,891 in fiscal year 2009 to $685,892 in
fiscal year 2010, while the expenditures increased from $808,726 in fiscal year 2009 to
$845,098 in fiscal year 2010. The Regional Office experienced a decrease in the General
Fund balance from $395,656 in fiscal year 2009 to $317,187 in fiscal year 2010 due to a
reduction in grant funding for services provided by the Staff Development Center.

The Education Fund balance decreased from $617,349 in fiscal year 2009 to $102,687 in
fiscal year 2010 due to an increase in fiscal year 2010 receivables in the Truants Alternative
and Optional Education Program, Safe Schools, and Cook County GED grants. Education
Fund revenues decreased from $2,472,064 in 2009 to $1,679,702 in 2010, and expenditures
decreased from $2,447,861 in 2009 to $2,170,163 in 2010. These decreases are the result of
reductions in grant funding in several programs and the need to defer revenue due to slow
payments by the State.

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

The Government-wide Financial Statements consist of a Statement of Net Assets and a
Statement of Activities. These provide information about the activities of the Sangamon
County Regional Office of Education #51 as a whole and present an overall view of the
Regional Office’s finances.

The fund financial statements tell how governmental services were financed in the short term
as well as what remains for future spending. Fund financial statements report the Regional
Office’s operations in more detail than the government-wide statements by providing
information about the most significant funds.

Notes to the Financial Statements provide additional information that is essential to a full
understanding of the data provided in the basic financial statements.

Supplementary Information further explains and supports the financial statements with a
comparison of the Regional Office’s detailed information for each category of funds and also
provides detailed information about the non-major funds.
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SANGAMON COUNTY
REGIONAL OFFICE OF EDUCATION #51
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2010

Reporting the Agency as a Whele

The Statement of Net Assets and the Statement of Activities

The government-wide statements report information about the Sangamon County Regional Office of
Education #51 as a whole using accounting rethods similar to those used by private-sector
companies. The Statement of Net Assets includes all of the Sangamon County ROE #51 assets and
liabilities. All of the current year revenues and expenses are accounted for in the Statement of
Activities regardless of when cash is received or paid.

The two government-wide statements report the Regional Office’s net assets and how they have
changed. Net assets—the difference between the assets and liabilities—are one way to measure the
Regional Office’s financial health or position.

* Qver time, increases or decreases in the net assets can be an indicator of whether
financial position is improving or deteriorating, respectively.

¢ To assess the Regional Office’s overall health, additional nonfinancial factors, such as
new laws, rules, regulations, and actions by officials at the state level need to be
considered.

Fund Financial Statements

The fund financial statements provide detailed information about the Regional Office’s funds,
focusing on its most significant or “major” funds. Funds are accounting devices which allow the
tracking of specific sources of funding and spending on particular programs. Some funds are
required by State law, The Regional Office of Education #51 established other funds to control and
manage money for particular purposes.

The Regional Office has thrée types of fund classifications:

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

The governmental funds’ required financial statements include a Balance Sheet and a
Staternent of Revenue, Expenditures and Changes in Fund Balances.

2}  Proprietary funds account for services for which the Regional Office of Education #51
charges fees under a cost-reimbursement method. These fees cover the costs of certain
services and workshops it provides.

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.
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SANGAMON COUNTY
REGIONAL OFFICE OF EDUCATION #51
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2010

Reporting the Agency as a Whole (Concluded)

3)  Fiduciary funds account for services for which the Sangamon County Regional Office
of Education #51 acts as fiscal agent for individuals and private or governmental
organizations.

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

A summary reconciliation between the government-wide financial statements and the fund financial
statements is included in the basic financial statements.

Government-Wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of financial position. Sangamon
County Regional Office of Education #51°s net assets at the end of fiscal year 2009 totaled
$1,296,386. At the end of fiscal year 2010, the net assets were $1,256,481. The analysis that follows
provides a summary of the Regional Office’s net assets at June 30, 2010 and 2009.

CONDENSED STATEMENT OF NET ASSETS

June 30, 2016 and 2009
Governmental Business-type
Activities Activities Total
2010 2009 2010 2009 2010 2009
ASSETS
Current assets $1,765444 § 1,552,201 § (5,146) $ 1,085 $ 1,760,298 § 1,553,286
Capital assets, net of
depreciation 13,287 17.293 10.150 - 23,437 17,293
TOTAL ASSETS $ 1778731 $1.569494 § 5004 3§ 1085 § 1,783,735 § 1,570.579
LIABILITIES
Current liabilities $ 524754 § 273964 § 2500 $ 229 § 527254 § 274,193
TOTAL LIABILITIES 524,754 273,964 2.500 229 527.254 274,193
NET ASSETS
Investments in capital
assets, net of related
debt 13,287 17,293 10,150 - 23,437 17,293
Unrestricted (deficit) 1,034,612 1,063,787 (7,646) 856 1,026,966 1,064,643
Restricted for
teacher professional
development 206,078 214,450 - 206,078 214,450

TOTAL NET ASSETS ~ § 1.253.977 § 1,295,530 Lg.i_oi $ 856 81256481 $ 1,296,386
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Government-Wide Financial Analysis (Continued)

SANGAMON COUNTY

JUNE 30, 2010

REGIONAL OFFICE OF EDUCATION #51
MANAGEMENT’S DISCUSSION AND ANALYSIS

The Regional Office of Education’s net assets decreased by $39,905' from fiscal year 2009 to fiscal
year 2010. The slow payment of State grant funding accounts for the majority of the decrease.

The following analysis shows the changes in net assets for the years ended June 30, 2010 and 2009.

Revenues:

Program revenues;
Charges for services
Operating grants &

contributions

General Revenues:
Transfers in (out)
Local sources
State sources
Federal sources
On-behalf payments
Investment income

Total revenues

Expenses:

Salaries and benefits

Purchased services

Supplies and materials

Depreciation

Other objects

On-behalf payments
Total expenses

Change in net assets

Net Assets — beginning,

restated

Net Assets — ending

CHANGES IN NET ASSETS

For the Years Ended June 30, 2010 and 2009

Governmental Business-type
Activities Activities Total
2010 2009 2010 2009 2010 2009
-3 - $ 77,789 $49,056 $§ 77,789 § 49,056
1,901,485 2,024,659 - - 1,901,485 2,024,659
(316) - 316 - - -
864,528 1,009,953 - - 894,528 1,009,953
236,391 375,434 - - 236,391 375,434
99,395 107,429 - - 99,395 107,429
599,482 513,566 - - 599,482 513,566
133 5728 - 1 133 5,729
3.731.098 _ 4.036.769 78.105 _49057 _ 3.809.203 _ 4,085,826
1,295,764 1,482,831 40,176 29,185  1,335940 1,513,016
1,677,456 1,229,753 36,491 14,239 1,713,947 1,243,992
163,164 §10,221 3,459 504 166,623 810,725
6,353 6,569 1,762 - 8,115 6,569
23,951 23,388 1,050 1,475 25,001 24,863
569482 513,566 - - 599,482 313,566
3,766.170 _ 4.066328 82938 _45403 _ 3,849,108 _ 4,111,731
(35.072) {29,559) (4.833) __3.654 {39.905) (25,905)
1,289,049 _ 1325089 7337 _(2,798) _ 1.296386 _ 1,322,291
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SANGAMON COUNTY
REGIONAL OFFICE OF EDUCATION #51
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2010

Government-Wide Financial Analysis (Continued)

Governmental Activities

Revenues for governmental activities were $3,731,098 and expenses were $3,766,170. The decrease
in revenues and expenses is due to the reduction in operating grants of the Truants Alternative and
Optional Education Program and the Safe Schools Program, along with the end of the Title I Reading
First Grant. Interest income likewise decreased due to lower cash balances available for investment
and lower interest rates.

Financial Analysis of the Regional Office of Education #51 Funds

As previously noted, the Regional Office of Education #51 uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. The Regional Office’s
governmental funds reported combined fund balances of $575,520.

Governmental Fund Highlights

o In 2003, the Governor of the State of Illinois line item vetoed a portion of the state financial
support for school services. This veto resulted in a 51% reduction in dollars received. This
reduction in funding continued for 2009-2010.

¢ County support for the Regional Office of Education #51 remained level from 2009 to 2010.
A vacant position has not been filled, and no increase in County funding is expected for
Fiscal Year 2011.

e Although grant funding decreased due to budget constraints, the Regional Office of
Education #51 was successful in obtaining continued funding for the Truants Alternative and
Optional Education and the Regional Safe Schools Programs.

o The State of Illinois financial deficit could reflect negatively in the ability of the Regional
Office to obtain grants necessary for stable or continued growth; however, the Regional
Office continues to cooperate with the Illinois State Board of Education and other agencies to
procure funding for education programs.

Proprietary Fund Highlights

Revenues for the Regional Office of Education #51’s business-type activities and expenses combined
for a total net asset balance of $2,504. The Regional Office is committed to providing quality
professional development opportunities for Sangamon County teachers, at a reasonable cost, while
maintaining the integrity of the fund. The SDC Workshop Fund is designed to be self-supporting by
setting fee schedules that will support expenses incurred to provide professional development
workshops for area teachers. Fees will be adjusted from year to year to parallel fund activity. The
Regional Office also continues to provide background checks/fingerprinting services for new hires in
the County schools. Expenses in the Background Check fund increased considerably over 2009 due
to the purchase of a new fingerprinting machine.
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SANGAMON COUNTY
REGIONAL OFFICE OF EDUCATION #51
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2010

Budgetary Highlights

The Regional Office of Education #51 annually adopts budgets for several funds when required by
the granting agency. The Regional Superintendent annuaily prepares an Office Operations Budget
and submits it to the County Board members for their approval. The Sangamon County Office
Operations Budget covers a fiscal year of December 1 through November 30. All grant budgets are
prepared by the Regional Office of Education #51 and submitted to the granting agency for approval.
Amendments must be submitted under guidelines established by the granting agency. Schedules
showing the budget amounts compared to the Regional Office’s actual financial activity are included
in the supplementary information of this report.

Capital Assets

Capital Assets of the Regional Office of Education #51 include office equipment, computers, audio-
visual equipment, and office furmiture. The Regional Office of Education #51 maintains an inventory
of capital assets which have been accumulated over time. The Regional Office of Education #51°s
ending net capital asset balance for fiscal year 2010 is $23,437, which is the total original cost of the
capital assets less accumulated depreciation. More detailed information about capital assets is
available in Note 8 to the financial statements.

Economic Factors and Next Year’s Budget

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

e The State of Illinois Foundation level used in the calculation of general state aid
increased to $6,119 per student for fiscal year 2010, which is payable in fiscal year 2011.
The interest rate on investments remains low and will continue to impact interest earned.
Several grants have remained near or at previous funding levels. In addition, the School
Services funding, which provides professional development opportunities to Sangarmon
County teachers, continues to suffer funding cuts.

e County Board support of the Regional Office of Education #51 will decrease in fiscal
year 2011 by approximately 5% to 10% from the County’s fiscal year 2010 funding
levels, :

e The number of students served by the Regional Office of Education #51 is expected to
increase.

Contacting the Regional Office’s Financial Management

This financial report is designed to provide the Regional Office’s citizens, taxpayers, clients, and
other constituents with a general overview of its finances and to demonstrate accountability for the
money it receives. If the reader has questions concerning this report or needs additional financial
information, please contact the Regional Superintendent of the Regional Office of Education #31, at
200 South 9™ $t., Room 303, Springfield, IL 62701.
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SANGAMON COUNTY
REGIONAL OFFICE OF EDUCATION #51
RECONCILIATION QF THE GOVERNMENTAL FUNDS BALANCE SHEET
TG THE STATEMENT OF NET ASSETS
JUNE 30, 2010

TOTAL FUND BALANCES — GOVERNMENTAL FUNDS

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

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

Some revenues will not be collected for several months after the Regional
Office's fiscal year ends, they are not considered "available” revenues
and are deferred in the governmental funds.

Federal sources
State sources
Local sources

NET ASSETS OF GOVERNMENTAL ACTIVITIES

The notes to the financial statements are an integral part of this statement,
20

$ 575520

13,287

263,823
284,618

116,729

$ 1,253,977






SANGAMON COUNTY
REGIONAL OFFICE OF EDUCATION #51
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2010

NET CHANGE IN FUND BALANCES — GOVERNMENTAL FUNDS ¥ (696,236)

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

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

Capital outlay 3 2,347
Depreciation cxpense ~ {6,353) (4,006)

Some revenues will not be collected for several months afler the Regional
Office’s fiscal year ends, they are not considered “available” revenues
and are deferred in the governmental funds.

Federal sources 263,823

State sources 284,618

Local sources 116,729
CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES b !35,072!

The notes to the financial statements are an integral part of this statement.
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SANGAMON COUNTY
REGIONAL OFFICE OF EDUCATION #51
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
JUNE 30, 2010

Business-Type Activities -

Enterprise Funds
Nonmajor
Enterprise Funds Total
ASSETS
Capital assets, being depreciated, net 5 10,150 § 10,150
TOTAL ASSETS 10,150 10,150
LIABILITIES
Accounts payable 2,500 2,500
Due to other funds ‘ 5,146 5,146
TOTAL LIABILITIES 7,646 7,646
NET ASSETS
Invested in capital assets 13,150 10,150
Unrestricted (deficit) (7,646) (7,646)
TOTAL NET ASSETS 3 2,504 8 2,504

The notes to the financial statements are an integral part of this statement.
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SANGAMON COUNTY
REGIONAL OFFICE OF EDUCATION #51
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2010

Business-Type
Activities -
Enterprise Funds

Nonmajor
Enterprise Funds Totals

Cash flows from operating activities:
Receipts from customers $ 80,495 § 80,495
Payments to suppliers and providers of goods

and services (39,951) (39,951)
Payments to employees (40,176) (40,176)
Net cash provided by operating activities 368 368
Cash flows from noncapital financing activities:
Cash transfers from other funds 316 316
Receipts from interfund borrowing, net 5,146 5,146
Net cash provided by noncapital
financing activities 5,462 5,462
Cash flows from capital and related financing activities:
Acquisition of capital assets {11,912) (11,912)
Net cash used for capital and related financing activities {(11,912) {11,912)
Net Increase (Decrease) in Cash and Cash Equivalents (6,082) (6,082)
Cash and cash equivalents - Beginning 6,082 6,082
Cash and cash equivalents - Ending b - $ -
Reconciliation of Operating Income (Loss) to Net Cash
Provided by (Used for) Operating Activities:
Operating Income (Loss) 3 (5,149) $ (5,149)
Adjustments to Reconcile Operating Income (Loss) to Net Cash
Provided by (Used for) Operating Activities:
Decrease in Due from other governments 2,706 2,706
Increase in Accounts payable 1,049 1,049
Depreciation expense 1,762 1,762
Net Cash Provided by (Used for) Operaling Activities $ 368 % 368

The notes to the financial statements are an integral part of this statement.
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SANGAMON COUNTY
REGIONAL OFFICE OF EDUCATION #51
STATEMENT OF FIDUCIARY NET ASSETS

FIDUCIARY FUND
JUNE 30, 2010
Agency
Funds
ASSETS
Cash and cash equivalents $ 97,354
TOTAL ASSETS $ 97,354
LIABILITIES
Due to other governments $ 97,354
TOTAL LIABILITIES $ 097,354

The notes to the financial statements are an integral part of this statement.
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SANGAMON COUNTY
REGIONAL OFFICE OF EDUCATION #51
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Sangamon County Regional Office of Education #51 was formed under the provisions of the State
of Ilinois, Mlinois State Board of Education.

In 2010, the Regional Office of Education #51 implemented Governmental Accounting Standards Board
(GASB) Statement No. 51, Accounting and Financial Reporting for Intangible Assets; GASB Statement
No. 53, Accounting and Financial Reporting for Derivative Instruments; and GASB Statement No. 58,
Accounting and Financial Reporting for Chapter 9 Bankruptcies. The Regional Office of Education #51
implemented these standards during the current year; however, GASB Statements No. 51, 53, and 58 had
no impact on the financial statements.

A. FINANCIAL REPORTING ENTITY

The Regional Superintendent is charged with responsibility for township fund lands; registration of the
names of applicants for scholarships to State controlled universities; examinations and related duties;
visitation of public schools; direction of teachers and school officers; to serve as the official advisor and
assistant of school officers and teachers; to conduct teachers institutes as well as to aid and encourage
the formation of other teachers’ meetings and assist in their management; to evaluate the schools in the
region; to examine evidence of indebtedness; to file and keep the returns of elections required to be
returned to the Regional Superintendent’s office; and to file and keep the reports and statements returned
by school treasurers and trustees.

The Regional Superintendent is also charged with the responsibilities of conducting a special census,
when required; providing notice of money distributed to treasurers, board presidents, clerks, and
secretaries of the school districts on or before each September 30; maintenance of a map and numbering
of the Regional Office of Education #51°s districts; providing township treasurers with a list of district
treasurers; to inspect and approve building plans which comply with State law; to perform and report on
annual building inspections; to investigate bus drivers for valid bus driver permits and take related action
as may be required; to maintain a list of unfilled teaching positions and to carry out other related duties
required or permitted by law.

The Regional Superintendent is responsible for inspection and approval or rejection of school treasurers’

bonds. The Regional Superintendent is also required to provide the State Board of Education with an
affidavit showing that the treasurers of school districts within the region are properly bonded.
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NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
A. FINANCIAL REPORTING ENTITY (Concluded)

The Regional Superintendent is also responsible for apportionment and payment of funds received from
the State for the districts in the region, or see that no payments are made unless the treasurer has filed or
renewed appropriate bond and that the district has certified publication of the annual financial report.
The Regional Superintendent is required to provide opinions and advice related to controversies under
school law.

For the period ended June 30, 2010, the Regional Office of Education #51 applied for, received, and
administered numerous state and federal programs and grants in assistance and support of the
educational activities of the school districts in Regional Office of Education #51. Such activities are
reported as a single special revenue fund (Education Fund).

B. SCOPE OF THE REPORTING ENTITY

The Regicnal Office of Education #51°s reporting entity ineludes all related organizations for which they
exercise oversight responsibility.

The Regional Office of Education #51 has developed criteria to determine whether outside agencies with
activities which benefit the citizens of the region, including districts or joint agreements which serve
pupils from numerous regions, should be included in its financial reporting entity. The criteria include,
but are not limited to, whether the Regional Office of Education #51 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.

The districts and joint agreements have been determined not to be a part of the reporting entity after
applying the manifesting of oversight, scope of public service, and special financing relationships criteria
and are therefore excluded from the accompanying financial statements hecanse the Regional Office of
Education #51 does not control the assets, operations, or management of the districts or joint
agreements. In addition, the Regional Office of Education #51 is not aware of any entity, which would
exercise such oversight as to result in the Regional Office of Education #51 being considered a
component unit of the entity.
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NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
C. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The Statement of Net Assets and the Statement of Activities are government-wide financial statements.
They report information on all of the Regional Office of Education #51°s activities with most of the
interfund activities removed. Governmental activities include programs supported primarily by state and
federal grants and other intergovernmental revenues. The Regional Office of Education has two
business-type activities that rely on fees and charges for support.

The Regional Office of Education #51°s government-wide financial statements include a Statement of
Net Assets and a Statement of Activities. These statements present a summary of governmental and
business-type activities for the Regional Office of Education #51 accompanied by a total column. These
statements are presented on an “economic resources” measurement as prescribed by GASB Statement
No. 34. All of the Regional Office of Education #51’s assets and liabilities, including capital assets, are
included in the accompanying Statement of Net Assets. The Statement of Activities demonstrates the
degree to which the direct expenses of a given function are offset by program revenues. Direct expenses
are those that are clearly identifiable with a specific function. Program revenues include 1) charges for
services, and 2) grants and contributions that are restricted to meeting operational or capital requirements
of a particular function.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary
funds, even though the latter are excluded from the government-wide financial statements. Major
individual governmental funds are reported as separate columns in the fund financial statements.

Certain eliminations have been made as prescribed by GASB Statement No. 34 in regards to interfund
activities, such as, payables, receivables and transfers. Interfund activities between governmental funds
and between governmental funds and proprietary funds appear as due to/due from on the Governmental
Fund Balance Sheet and Proprietary Fund Statement of Net Assets and as other resources and other uses
on the Governmental Fund Statement of Revenues, Expenditures and Changes in Fund Balances and on
the Proprietary Fund Statement of Revenues, Expenses and Changes in Fund Net Assets. All interfund
transactions between governmental funds and between governmental funds and internal service funds are
eliminated on the government-wide financial statements. Interfund activities between governmental
funds and business-type funds remain as due to/due from on the government-wide financial statements.
All internal balances in the Statement of Net Assets have been eliminated except those representing
balances between the governmental activities and the business-type activities. In the Statement of
Activities, internal service fund transactions have been eliminated; however, those transactions between
governmental and business-type activities have not been eliminated.

The purpose of interfund borrowing and permanent transfers is to cover temporary or permanent short
falls in cash flow within grant programs and funds.
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NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
D. PROPRIETARY FUND FINANCIAL STATEMENTS

Proprictary fund 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 for each major proprietary
fund and nonmajor funds aggregated.

Proprietary funds are accounted for using the “economic resources” measurement focus and the accrual
basis of accounting. Accordingly, all assets and liabilities (whether current or noncurrent) are included
on the Statement of Net Assets. The Statement of Revenues, Expenses and Changes in Fund Net Assets
present increases (revenues) and decreases (expenses) in total net assets. Under the accrual basis of
accounting, revenues are recognized in the period in which they are earned while expenses are
recognized in the period in which the liability is incurred.

Operating revenues in the proprietary funds are those revenues that are generated from the primary
operations of the fund. All other revenues are reported as nonoperating revenues. Operating expenses are
those expenses that are essential to the primary operations of the fund. All other expenses are reported as
nonoperating expenses.

E. GOVERNMENTAL FUND FINANCIAL STATEMENTS

Governmental Fund Financial Statements include a Balance Sheet and a Statement of Revenues,
Expenditures and Changes in Fund Balances for all major governmental funds and nonmajor funds
aggregated. An accompanying schedule is presented to reconcile and explain the differences in fund
balances and changes in fund balances as presented in these statements to the net assets and changes in
net assets presented in the government-wide financial statements.

The governmental fund financial statements have been prepared in accordance with generally accepted
accounting principles on the modified accrual basis. Under the modified accrual basis of accounting,
revenues are recorded when susceptible to accrual i.e., both measurable and available. Available means
collectible within the current period or soon enough thereafter to be used 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. Expenditures are recognized in the accounting period in which the fund liability is
incurred, if measurable, except expenditures for prepaid expenses, and other long-term obligations,
which are recognized when paid.
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NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
F. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

The government-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 grantor have been met.

The governmental fund financial statements focus on the measurement of spending or "financial flow" and
the determination of changes in financial position, rather than upon net income determination. This means
that only current assets and current liabilities are generally included on their balance sheets. The reported
fund balance (net current assets) is considered a measure of "available spendable resources.” Governmental
fund operating statements present increases (revenues and other financing sources) and decreases
(expenditures and other financing uses) in net current assets. Accordingly, they are said to present a
summary of sources and uses of "available spendable resources" during a period.

In applying the susceptible to accrual concept to intergovernmental revenues, the legal and contractual
requirements of the numerous individual programs are used as guidance. There are however, essentially two
types of these revenues. In one, monies must be expended on the specific purpose or project before any
amounts will be paid to the Regional Office of Education #51; therefore, revenues are recognized based
upon the expenditures recorded. In the other, monies are virtually unrestricted as to purpose of expenditure
and are usually recoverable only for failure to comply with prescribed compliance requirements. These
resources are reflected as revenue at the time of receipt or earlier if the susceptible to accrual criteria are
met.

Private sector standards of accounting and financial reporting issued prior to December 1, 1989, generally
are followed in both the govemment-wide and proprietary fund financial statements to the extent that those
standards do not conflict with or contradict the guidance of the Governmental Accounting Standards Board.

Under the provision of GASB Statement No. 20, Accounting and Financial Reporting for Proprietary Funds
and Other Governmental Entities That Use Proprietary Fund Accounting, the Regional Office of Education
applies all GASB pronouncements and has elected to apply only the pronouncements issued on or before
November 30, 1989 for the following: Statements and Interpretations of the Financial Accounting Standards
Board (FASB), Accounting Principles Board (APB) Opinions, and Accounting Research Bulletins (ARBs)
of the Committee on Accounting Procedures.

Under the terms of grant agreements, Sangamon County Regional Office of Education #51 funds certain
programs by a combination of specific cost-reimbursement grants and general revenues. Thus, when
program expenses are incurred, there are both restricted and unrestricted funding resources available to
finance the program. It is the Regional Office of Education #51’s policy to first apply cost-reimbursement
grant resources to such programs, and then general revenues.
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NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

G. FUND ACCOUNTING

The Regional Office of Education #51 uses funds to maintain its financial records during the year. A
fund is defined as a fiscal and accounting entity with a self-balancing set of accounts. The Regional
Office of Education #51 uses governmental, proprietary, and fiduciary funds.

GOVERNMENTAL FUNDS

Governmental funds are those through which most governmental functions typically are reported.
Governmental funds reporting focuses on the sources, uses and balances of current financial resources.
Expendable assets are assigned to the various governmental funds according to the purpose for which
they may or must be used. Current liabilities are assigned to the fund from which they will be paid. The
difference between governmental fund assets and liabilities is reported as fund balance.

As prescribed by GASB Statement No. 34, governmental fund reporting focuses on the major funds,
rather than on the fund type. There is a two-step process for determining if a fund should <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>