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REGIONAL OFFICE OF EDUCATION #13

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 2 1
Repeated audit findings 0 0
Prior recommendations implemented

or not repeated 1 1

SUMMARY OF FINDINGS AND QUESTIONED COSTS

[tem No. Page Description

FINDINGS (GOVERNMENT AUDITING STANDARDS)
05-2 12b Controls Over Compliance with Laws and Regulations
FINDINGS AND QUESTIONED COSTS (FEDERAL COMPLIANCE)

05-1 12a Unexpended Grant Funds and Interest Income



PRIOR FINDINGS NOT REPEATED (GOVERNMENT AUDITING STANDARDS)
04-1 15 Improper Expenditure Classification
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 19, 2005. Attending were Dave Erlinger, Regional Superintendent
and Tami S. Colpitts-Knight, CPA, Manager, Kemper CPA Group LLP. Responses to the
recommendations were provided by Dave Erlinger, Regional Superintendent.
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FINANCIAL STATEMENT REPORT

SUMMARY
The audit of the accompanying basic financial statements of the Clinton, Marion, and Washington
Counties Regional Office of Education #13 was performed by Kemper CPA Group LLP, CPAs.

Based on their audit, the auditors expressed an unqualified opinion on the Regional Office of
Education #13’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 Clinton, Marion, and Washington
Counties Regional Office of Education #13, as of and for the year ended June 30, 2005,
which collectively comprise the Regional Office of Education #13's basic financial
statements as listed in the table of contents. These financial statements are the responsibility
of the Regional Office Education #13’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.

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 Regional
Office of Education #13, as of June 30, 2005, 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.

In accordance with Government Auditing Standards, we have also issued a report dated
August 19, 2005 on our consideration of the Regional Office of Education #13’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.
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The Management's Discussion and Analysis and Illinois Municipal Retirement Fund Schedule of
Funding Progress on pages 16a through 16k, and 49 are not a required part of the basic financial
statements but is 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 #13's basic financial statements. The combining
and individual nonmajor fund financial statements, Schedule of Disbursements to School District
Treasurers' and Other Entities - Distributive Fund, 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 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, Schedule of
Disbursements to School District Treasurers' and Other Entities - Distributive Fund, 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.

Ko COF e S
?@Mwﬁm (4 2 TULe
Certified Public Accountants and Consultants

Mt. Vernon, Illinois
August 19, 2005
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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 Illinois

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 #13,
as of and for the year ended June 30, 2005, which collectively comprise the Regional
Office of Education #13's basic financial statements and have issued our report thereon
dated August 19, 2005. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to
financial audits contained in 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
#13’s internal control over financial reporting in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements and not
to provide an opinion on the internal control over financial reporting. Our consideration
of the internal control over financial reporting would not necessarily disclose all matters
in the internal control over financial reporting that might be material weaknesses. A
material weakness is a reportable condition in which the design or operation of one or
more of the internal control components does not reduce to a relatively low level the risk
that misstatements caused by error or fraud in amounts that would be material in relation
to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. We
noted no matters involving the internal control over financial reporting and its operation
that we consider to be material weaknesses.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Regional Office of Education #13’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
matters 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 05-1. We also noted a certain
immaterial instance of noncompliance which is required by Guidelines to Auditing and Reporting for a
Regional Office of Education, to be reported on the accompanying Schedule of Findings and Questioned
Costs as item 05-2.

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,
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.

P , ) ’)
Kii FIAN U SYpup Lt
Certified Public Accountants and Consultants

Mt. Vernon, Illinois
August 19, 2005
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

Honorable William G. Holland
Auditor General
State of Illinois

Compliance

We have audited the compliance of Regional Office of Education #13 with the types of
compliance requirements described in the U. S. Office of Management and Budget (OMB)
Circular A-133 Compliance Supplement that are applicable to each of its major federal
programs for the year ended June 30, 2005. The Regional Office of Education #13’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 laws, regulations, contracts, and grants applicable to each of its major federal
programs is the responsibility of the Regional Office of Education #13’s management. Our
responsibility is to express an opinion on the Regional Office of Education #13’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 Regional Office of Education #13’s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinion. Our audit does not provide
a legal determination of the Regional Office of Education #13’s compliance with those
requirements.

In our opinion, Regional Office of Education #13 complied, in all material respects, with the
requirements referred to above that are applicable to each of its major federal programs for
the year ended June 30, 2005. However, the results of our auditing procedures disclosed an
instance of noncompliance with those requirements, which is required to be reported in
accordance with OMB Circular A-133 and which is described in the accompanying Schedule
of Findings and Questioned Costs as item 05-1.
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Internal Control Over Compliance

The management of the Regional Office of Education #13 is responsible for establishing and
maintaining effective internal control over compliance with the requirements of laws, regulations,
contracts, and grants applicable to federal programs. In planning and performing our audit, we
considered the Regional Office of Education #13’s internal control over compliance with requirements
that could have a direct and material effect on a major federal program in order to determine our auditing
procedures for the purpose of expressing our opinion on compliance and to test and report on the internal
control over compliance in accordance with OMB Circular A-133.

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

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

’ /U/N(,PK 1 (A %@P\ﬁﬂ

Certified Public Accountants and Consultants

Mt. Vernon, Illinois
August 19, 2005
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CLINTON, MARION AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2005

SECTION 1 - SUMMARY OF AUDITOR'S RESULTS

Financial Statements
Type of auditor’s report issued: Unqualified
Internal control over financial reporting:
® Material weakness(es) identified? No

® Reportable condition(s) identified that are not considered to

be material weakness(es)? No
® Noncompliance material to financial statements noted? Yes
Federal Awards

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

® Reportable condition(s) identified that are not considered to
be material weakness(es)? No

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

Any audit findings disclosed that are required to be reported in accordance with
OMB Circular A-133, Section .510(a)? Yes

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster
84.181 Special Education Grants for Infants

and Families with Disabilities
93.667 Social Service Block Grant

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

Auditee qualified as a low-risk auditee? Yes

11



CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2005

SECTION II - FINANCIAL STATEMENT FINDINGS

Finding No.: 05-1 — Unexpended Grant Funds and Interest Income

Federal Program Name & Year: (a) Child and Family Connections, (b) Title I - School Improvement
Project Number: (a) 511G5749000 (b) 00-4331-SS

CFDA Number: (a) 84.181, (b) 84.010A

Passed Through: (a) Illinois Department of Human Services (b) Illinois State Board of Education
Federal Agency: (a) U.S. Department of Education (b) U.S. Department of Education

Criteria/specific requirement:
The Illinois Grant Funds Recovery Act (30 ILCS 705/5) requires that all grant funds that have not been
expended or obligated by the end of the grant period be returned to the granting agency within 45 days after the
end of the period. The Act also states that all interest earned on grant funds held by a grantee shall become part
of the grant principal when earned and be treated accordingly for all purposes unless the grant agreement
provides otherwise. In addition, the Cash Management Improvement Act of 1990 (31 CFR part 205) requires
that interest earned on federal fund balances in excess of $100 be remitted back to the federal granting agency.
Condition:
The Regional Office of Education #13 had multiple programs with excess cash balances at June 30, 2005 that
had not been obligated and the balances were not refunded to the granting agencies by August 15, 2005. The
following grant-funded programs had period-end cash balances:
e Summer Bridges - $21
e Title [ School Improvement - $2,772
e Regular Education Initiative - $1,054
e Substance Abuse and Violence Prevention - $5,100
e Child and Family Connections - $38,385

The Regional Office of Education #13 also did not allocate interest income to any of their Federal grant
programs even though several of those programs had substantial cash balances throughout the year.
Questioned Costs:
$41,157
Context:
N/A
Effect:
Noncompliance with the Illinois Grant Funds Recovery Act and the Cash Management Improvement Act of
1990.
Cause:
The Regional Office of Education #13 stated that the Illinois State Board of Education had not requested the
unspent grant funding and interest income and the Illinois Department of Human Services could not instruct the
Regional Office where to return the unspent Child and Family Connections grant funding and interest income.
Recommendation:
The Regional Office of Education #13 should return the unspent funds to the granting agencies. In the future,
the Regional Office of Education #13 should contact the granting agencies to determine a proper means of
disposition of excess grant funds and interest income at period end. This should be performed timely.
Management’s Response:
The Regional Superintendent agrees with the finding.
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CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2005

SECTION I1 - FINANCIAL STATEMENT FINDINGS

Finding No. 05-2 — Controls Over Compliance with Laws and Regulations

Criteria/specific requirement:

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

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

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

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

Effect:
The Regional Office of Education #13 did not comply with statutory requirements.

Cause:
The Regional Superintendent was unaware of the statutory requirements.

Recommendation:
The Regional Office of Education #13 should comply with the requirements of 105 ILCS 5/3-14.11. 1If the
Regional Office believes the statutory mandate is obsolete or otherwise unnecessary, then it should seek
legislative action to revise the statute accordingly.

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

We are grateful for the OAG’s assistance in calling this to our collective attention because it provides the
Regional Offices of Education with additional justification to request that the General Assembly delete this and

other obsolete sections from the statutes. We will seek a legislative solution to this and other obsolete passages.
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CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2005

SECTION III — FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS:

INSTANCES OF NONCOMPLIANCE:
Finding No. 05-1 - Unexpended Grant Funds and Interest Income (finding details on page 12a)

REPORTABLE CONDITIONS:

Finding No. 05-1 - Unexpended Grant Funds and Interest Income (finding details on page 12a)
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CLINTON, MARION AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
CORRECTIVE ACTION PLAN FOR CURRENT-YEAR AUDIT FINDINGS
JUNE 30, 2005

Corrective Action Plan

Finding No. 05-1

Condition:

The Regional Office of Education #13 had multiple programs with excess cash balances at June 30, 2005 that
had not been obligated and the balances were not refunded to the granting agencies by August 15, 2005. The
following grant-funded programs had period-end cash balances:

o  Summer Bridges - $21

e Title I School Improvement - $2,772

e Regular Education Initiative - $1,054

e Substance Abuse and Violence Prevention - $5,100

e Child and Family Connections - $38,385

The Regional Office of Education #13 also did not allocate interest income to any of their Federal grant
programs even though several of those programs had substantial cash balances throughout the year.

Plan:
The Regional Office of Education #13 will return the unspent funds to the granting agencies. In the future, the
Regional Office of Education #13 will contact the granting agencies to determine a proper means of disposition
of excess grant funds and interest income at period end. This will be performed timely.

Anticipated Completion Date:
Immediately upon learning of the oversight.

Contact Person:
Honorable David Erlinger, Regional Superintendent of Schools

Finding No. 05-2

(Condition:

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

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

Plan:
The Regional Office of Education #13 will comply with the requirements of 105 ILCS 5/3-14.11. If the
Regional Office believes the statutory mandate is obsolete or otherwise unnecessary, then it will seek
legislative action to revise the statute accordingly.

Anticipated Completion Date:
Immediately upon learning of the oversight.

Contact Person:
Honorable David Erlinger, Regional Superintendent of Schools
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CLINTON, MARION AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
JUNE 30, 2005

Finding Number Condition Current Status
04-1 Improper Expenditure Classification Corrective Action Taken

15



CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2005

Regional Office of Education #13 provides this Management’s Discussion and Analysis of its financial
statements. This narrative overview and analysis of the financial activities is for the fiscal year ended
June 30, 2005. We encourage readers to consider this information in conjunction with the Regional
Office of Education #13’s financial statements, which follow.

The Regional Office of Education #13 continued to develop the new reporting standards initiated in
FY04. Comparisons are more meaningful and will go further in explaining the Regional Office of
Education #13's financial position and results of operations. This includes capabilities for closer
monitoring and periodic analysis.

2005 FINANCIAL HIGHLIGHTS

o General Fund revenues decreased from $508,187 in fiscal year 2004 to $476,892 in fiscal year 2005,
while General Fund expenditures decreased from $532,869 in FY04 to $513,012 in FY05. This
resulted in a decrease in the Regional Office of Education #13’s General Fund balance from
$105,480 in FY04 to $70,294 in FY05.

e The decrease in General Fund revenues was attributed to a decrease in State sources of revenue in
FYO05. The decrease in expenditures was due primarily to budget restrictions. The Regional Office
of Education #13 funded a portion of the current year General Fund services from the carryover fund
balance in the General Fund.

e FEducation Fund revenues decreased from $2,218,263 in fiscal year 2004 to $2,040,568 in fiscal year
2005, which Education Fund expenditures decreased from $2,051,249 in FY04 to $2,041,957 in
FYO05. Interest revenue increased from $14,643 in FY04 to $23,102 in FY05. These factors resulted
in an increase in the Education Fund balance from $1,069,063 in FY04 to $1,090,776 in FY0S.

e The decrease in Education Fund revenues was also attributed to a decrease in State sources of
revenue in FY05. The decrease in expenditures was due primarily to budget restrictions.

USING THIS ANNUAL REPORT
The annual report consists of a series of financial statements and other information as follows:

e The Regional Office of Education #13’s Management’s Discussion and Analysis introduces the
basic financial statements and provides an analytical overview of the Regional Office of Education
#13’s financial activities.

e The government-wide financial statements consist of a Statement of Net Assets and a Statement of
Activities. These provide information about the activities of Regional Office of Education #13 as a
whole and present an overall view of the Regional Office of Education #13’s finances.

16a



CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2005

USING THIS ANNUAL REPORT (Concluded)

e 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 of
Education #13’s operations in more detail than the government-wide statements by providing
information about the most significant funds.

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

e The required supplementary information further explains and supports the financial statements with
a comparison of the Regional Office of Education #13’s budget for the year and supplementary
information also provides detailed information about the non-major funds.

REPORTING THE REGIONAL OFFICE OF EDUCATION #13 AS A WHOLE
The Statement of Net Assets and the Statement of Activities

The government-wide statements report information about the Regional Office of Education #13 as a
whole using accounting methods similar to those used by private-sector companies. The Statement of
Net Assets includes all the Regional Office of Education #13’s 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 of Education #13’s net assets and how
they have changed. Net assets — the difference between the Regional Office of Education #13’s assets
and liabilities — are one way to measure the Regional Office of Education #13’s financial health or
position.

e Over time, increase or decreases in the Regional Office of Education #13’s net assets are an
indicator of whether financial position is improving or deteriorating, respectively.

o To assess the Regional Office of Education #13’s overall health, additional non-financial factors,
need to be considered.

In the government-wide financial statements, the Regional Office of Education #13’s activities are
divided into two categories:

o Governmental activities: Most of the Regional Office of Education #13’s basic services are included
here, such as regular and special education instruction, student and instructional staff support
services and administration. State and federal grants, local school districts, and state aid finance
most of these activities.

o Business-type activities: The Regional Office of Education #13 charges fees to help cover the costs
of certain services it provides to school districts in the region.
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CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2005

REPORTING THE REGIONAL OFFICE OF EDUCATION #13 AS A WHOLE (Concluded)
Fund Financial Statements

The fund financial statements provide detailed information about the Regional Office of Education
#13’s funds, focusing on its most significant or “major” funds — not the Regional Office of Education
#13 as a whole. Funds are accounting devices the Regional Office of Education #13 uses to keep track
of specific sources of funding and spending on particular programs. Some funds are required by State
law. The Regional Office of Education #13 establishes other funds to control and manage money for
particular purposes.

The Regional Office of Education #13 has three kinds of funds:

e Governmental funds account for most of the Regional Office of Education #13’s basic services.
These focus on how cash and other financial assets that can readily be 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 financial resources that can be spent in the near future to finance the Regional
Office of Education #13’s programs. Because this information does not encompass the additional
long-term focus of the government-wide statements a reconciliation between the government-wide
statements and the governmental fund statements follow each of the related governmental statement.
The Regional Office of Education #13’s governmental funds include the General Fund and the
Special Revenue Funds. The governmental funds required financial statements include a Balance
Sheet and a Statement of Revenues, Expenditures and Changes in Fund Balances.

e Proprictary funds account for services for which the Regional Office of Education #13 charges fees
under a cost-reimbursement method. The proprietary fund's required financial statements include a
Statement of Net Assets, Statement of Revenues, Expenses, and Changes in Fund Net Assets, and a
Statement of Cash Flows.

e  Fiduciary funds account for assets that belong to others over which the Regional Office of Education
#13 is the trustee, or fiduciary. The Regional Office of Education #13 is responsible for ensuring
that the assets reported in these funds are used only for their intended purpose and by those to whom
the assets belong. The Regional Office of Education #13 excludes these assets from the
government-wide financial statements because it cannot use these assets to finance its operations.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier. net assets may serve over time as a useful indicator of financial position. The Regional
Office of Education #13’s net assets at the end of fiscal year 2005 totaled approximately $1.67 million.
This compared to approximately $1.68 million at the end of fiscal year 2004. The analysis that follows
provides a summary of the Regional Office of Education #13’s net assets at June 30, 2005 for the
governmental and business-type activities.
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CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2005
GOVERNMENT-WIDE FINANCIAL ANALYSIS (Continued)
CONDENSED STATEMENT OF NET ASSETS

GOVERNMENTAL ACTIVITIES

Increase /
2005 2004 (Decrease)
Current Assets $ 1,517,529 $ 1,757,462 (239,933)
Capital Assets, being depreciated, net 37,912 52,390 (14,478)
Total Assets 1,555,441 1,809,852 (254,411)
Current Liabilities 210,036 126,512 83,524
Net Assets:
Invested in Capital Assets 37,912 52,390 (14,478)
Unrestricted 1,307,493 1,630,950 (323,457)
Total Net Assets $ 1,345,405 $ 1,683,340 (337,935)

The Regional Office of Education #13’s combined governmental net assets decreased by $337,935 from
FY04 and the current assets decreased by $239,933. These decreases were primarily the result of a
reclassification of two funds from governmental funds to proprietary funds. See Note 12 in the Notes to
the Financial Statements for a more detailed explanation of the reclassification. The decrease in
unrestricted net assets was also due to the Regional Office of Education #13 using carryover funds to
meet its financial obligations during the year.

BUSINESS-TYPE ACTIVITIES

2005
Current Assets $ 327,298
Total Assets 327,298
Net Assets:
Unrestricted 327,298
Total Net Assets $ 327,298

The Regional Office of Education #13 did not have any business-type activities in FY04. A
reclassification of governmental funds to proprietary funds was made in FY0S. See Note 12 in the
Notes to the Financial Statements for a more detailed explanation of the reclassification.
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CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2005
GOVERNMENT-WIDE FINANCIAL ANALYSIS (Continued)
STATEMENT OF ACTIVITIES

GOVERNMENTAL ACTIVITIES

Increase /
2005 2004 (Decrease)
Revenues:
Program Revenues:
Operating grants and contributions $ 1,719,161 $ 1,870,145 (150,984)
General revenues:

Local sources 251,926 371,474 (119,548)

State sources 204,867 116,747 88,120

On-behalf payments 373,352 392,398 (19,046)

Interest income 27,263 16,976 10,287
Total Revenues 2,576,569 2,767,740 (191,171)
Expenses:

Instructional Services

Salaries and benefits 1,699,680 1,589,547 110,133

Purchased Services 411,469 437,457 (25,988)

Supplies and materials 76,965 124,049 (47,084)

Other objects 9,473 34,280 (24,807)

Depreciation expense 24,096 27,922 (3,826)

Administrative Expense:

On-Behalf payments - State & Local 373,352 392,398 (19,046)
Total Expenses 2,595,035 2,605,653 (10,618)
Change in Net Assets (18,466) 162,087 (180,553)
Net Assets - Beginning 1,363,871 1,521,253 (157,382)
Net Assets - Ending $ 1,345,405 $ 1,683,340 (337,935)

Operating grants and contributions decreased approximately $151,000 from fiscal year 2004 to 2005;
this was the result of continued decreases in State funding. General revenue from local sources also
decreased due to the reclassification of governmental funds to proprietary funds. Salaries and benefits
increased from 2004 due to the accrual of July and August salaries relating to services provided by June
30, 2005.
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CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2005
GOVERNMENT-WIDE FINANCIAL ANALYSIS (Continued)
STATEMENT OF ACTIVITIES

BUSINESS-TYPE ACTIVITIES

2005
Revenues:
Program Revenues:
Charges for Services $ 93,965
General Revenue:

Interest income 7,523
Total Revenues 101,488
Expenses:

Salaries and benefits 50,295

Purchased Services 16,218

Supplies and materials 21,735

Other objects 326
Total Expenses 88,574
Change in Net Assets 12,914
Net Assets - Beginning 314,384
Net Assets - Ending $ 327,298

Charges for services is made up of revenue from services provided to school districts in the regions.
Expenses include salaries and purchases of goods and supplies to support these activities.

FINANCIAL ANALYSIS OF THE REGIONAL OFFICE OF EDUCATION FUNDS

As previously noted, Regional Office of Education #13 uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

The Regional Office of Education #13’s governmental fund reported combined fund balances of
$1,307,493 compared with FY04’s ending fund balances of $1,630,950. The primary reason for the
decrease in combined fund balances in FY 05 was due to reclassification of governmental funds to
proprietary funds. The funds received from State revenue sources continue to decrease. An example of
this is the ROE funds from the State have been reduced 50 percent in the last four years. However, no

16f



CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2005

FINANCIAL ANALYSIS OF THE REGIONAL OFFICE OF EDUCATION FUNDS (Continued)

reduction in responsibilities have occurred. Other funds have also decreased or stayed constant. The
constant funds do not take into account inflation, which results in a further decrease.

Analysis of the chart indicates that our decrease was due to continuing reduction of funds from the State.
Costs such as insurance in all areas including health and liability continue to increase. The continued
decreases in State funds require very careful and continued analysis in order for us to meet our
responsibilities. The lack of funds has also contributed to our difficulty in recruiting and keeping very
qualified staff. We have recently lost a staff member from our Alternative School and a highly trained
technology specialist simply because they were offered more money.

Governmental Fund Highlights

The Regional Office of Education #13’s decreasing General Fund financial position is the product of
many factors, including savings in the cost of services provided to local schools. The main reason is
simply a reduction in funds received from the State and federal sources while responsibilities remain the
same. Increased costs to deliver services are a continuing drain on our financial resources.

The following is a summary of the Regional Office of Education #13’s activities:

The Regional Office of Education #13 continues to offer technical assistance and professional
development activities to teachers across the complete curriculum area. We have documentation that at
least 1,100 teachers have received direct professional development to improve their basic knowledge
and/or their teaching pedagogy. We operate a Pre-Kindergarten program with eleven sites throughout
our three counties, serving approximately 300 at-risk students. We also have two schools for students
who have experienced serious difficulties in the public schools. Our Truant Alternative School serves
approximately 50 students each year and works with approximately 250 students to ameliorate their
truancy problems. We operate a Safe School that serves approximately 40 students each year with an
individually based educational program. The Safe School students are students who have been referred
because of serious behavior problems within the sending school. We also offer a complete certification
program, which assists teachers in completing certification requirements and obtaining a certificate.
There are a variety of other regulatory programs that are statute based that require inspection of the
schools for nearly all areas, inspection for the actual building safety. A General Education Diploma is
offered through our cooperative effort with Kaskaskia College, which includes testing to meet high
school equivalency. We are responsible for professional development activities to maintain certification
by our school administrators through the administrator academy. In summary, we also have a variety of
smaller programs that would be classified as consultative services directly to the schools.

Further, we assist parents and other patrons on a daily basis as they call for information and/or other

questions or problems with their children. We offer guidance services to parents as well as serving as a
liaison or arbitrator between parents and the schools. We answer questions from bus service, grade
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CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2005

Governmental Fund Highlights (Concluded)

problems, and even sports questions. We estimate that we have approximately ten calls or personal
visits from parents each day.

Proprietary Fund Highlights

The Regional Office of Education operates a testing service, which allows schools to receive their
testing results back within approximately one week in order that they may use those results to direct
their curriculum activities. The Regional Office operates a technology coop, which gives direct
assistance to staff in the schools to maintain and upgrade their technology efforts. This includes a strong
emphasis on utilizing technology in the classroom as a teaching tool for students.

FIDUCIARY FUND TYPE

Regional Office of Education #13’s funds are used to account for assets held by the Regional Office of
Education #13 in trustee capacity or as an agent for individuals, private organizations, other
governmental units, and/or other funds. These funds are custodial in nature (assets equal liabilities) and
do not involve measurement of results of operations. The Distributive Fund is the Regional Office of
Education #13’s only agency fund.

Interest on Distributive Fund — The Regional Office of Education #13 has agreements with all districts
in the region whereby the Regional Office of Education #13 is allowed to keep the interest for
expenditures benefiting all districts.

MEASUREMENT FOCUS

The fund financial statements of all Governmental Funds 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. Their 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 concepts 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 #13; therefore, revenues are recognized
based upon the expenditures recorded. In the other, monies are virtually unrestricted as to purpose of
expenditures and are usually recoverable only for failure to comply with prescribed compliance
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CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2005

MEASUREMENT FOCUS (Concluded)

requirements. These resources are reflected as revenues at the time of receipt or earlier if the susceptible
to accrual criteria are met.

The fund financial statements of the Proprietary Funds 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 the related cash flows.

BUDGETARY HIGHLIGHTS

The Regional Office of Education #13 Advisory Board approves an education plan. Although the
budget document presents functional disbursements by fund, the legal level of control is at the total
expenditure level, not at the fund or fund type level. The State Board reviews the proposed budget and
either grants approval or returns it without approval with comments. Any unapproved budget must be
resubmitted to the State Board for final approval. The budget may be amended during the year utilizing
procedures prescribed by the State Board. Over the course of the year, the Regional Office of Education
#13 amended its annual operating budget several times to reflect additional revenue and expenditures
associated with the additional services needed and provided to the local school districts. The Regional
Office of Education #13 has a three-county budget for administrative purposes. Each county contributes
financially to the Regional Office of Education #13 based upon the county’s population. The total funds
furnished by all three counties were approximately $119,000. Another factor was the increase in state
aid received in programs such as the Truant Alternative program and the Safe School program. This
was due to more students enrolling or being sent to those programs by local districts.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

The Regional Office of Education #13 does not invest in land or buildings. All other equipment remains
owned by the State. Items purchased costing over $1,000 is listed on the Regional Office of Education
#13’s inventory. At June 30, 2005 the Regional Office of Education #13 had an investment in capital

assets of $37.912, which is the original cost of the assets less the accumulated depreciation.

During FY05 the Regional Office of Education #13 purchased computer equipment costing $9,618 and
had no disposals of equipment.

Debt

The Regional Office of Education #13 incurs no debt. All bills are paid by the end of the fiscal year.
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REGIONAL OFFICE OF EDUCATION #13
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2005

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

At the time these financial statements were prepared and audited, the Regional Office of Education #13
was aware of existing circumstances that could significantly affect its financial health in the future.

o The Regional Office of Education #13 has experienced an increase in the number of students being
served by its programs in the past three years. A slight increase in enrollments is expected and
included in the budget based on request from local school districts.

e The Regional Office of Education #13 provides programs and services in compliance with statutory,
regulatory and mandated requirements from the Legislation and the Illinois State Board of Education
despite a level of funding from the State that does not keep pace with the increasing cost of
providing such programs and services. Consequently, the Regional Office of Education #13 is
forced to maintain a limited professional and clerical staff while trying to provide a consistent level
of support and services to schools. Additional services are provided when funding allows or when
cost-recovery mechanisms can be associated with the services.

¢ A limited number of federal and State grant programs help support the Regional Office of Education
#13’s programs. Funding from these grant programs are not assured from year to year. Because of
limited availability of funds to other agencies and organizations, there is increased competition for
funded grant programs due in part to a reduction in the amount of grant funding available and the
similar financial circumstances all entities are experiencing. The future of the Regional Office of
Education #13 (and the programs and services they provide) is directly dependent on their abilities to
compete for grant funding.

ADDITIONAL INFORMATION

The following information is furnished to further explain the Regional Office of Education #13 financial
analysis and planning:

The Management’s Discussion and Analysis for the year ended June 30, 2005 is a continual and ongoing
review of the financial statements, accounting and reporting capital assets and internal funds. This
review has the objective to accomplish several things. Namely, where have we spent our funds, the
relationship of those expenditures to the budget, an analysis of our remaining funds to complete our
mission, and a cross-check to balance the various funds. This analysis includes ensuring that the proper
documentation. authorization, and expenditures are complete and tied directly to our budget line items.

Our management team utilizes the discussion and analysis to determine what changes may need to be
made in the budget relative to our expenditures in meeting our objectives. We have determined that
some objectives may have to be scaled back due to reduced funding from State and federal sources. Our
analysis has revealed that State funding projections do not always meet expectations. For example,
several programs have received substantial reductions at the very last minute even though projected
information from the State indicated a higher level of funding.
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CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2005

ADDITIONAL INFORMATION (Concluded)

Improved financial planning to meet objectives could occur if the State and federal sources gave more
accurate projections. The maintaining and hiring of staff could be improved if more accurate funding
information was available. A major part of the goals, responsibilities, and activities are determined by
either legislation or direction from the Illinois State Board of Education. Funding from those sources
generally does not meet the expected mandates.

Our planning and analysis based on this current year and previous years indicate that we will continue to
receive less funding. We will necessarily plan accordingly and prioritize those goals and responsibilities.
In summary, the Management's Discussion and Analysis is a very helpful and necessary tool to assist
ROE #13 meet its responsibilities.

CONTACTING THE REGIONAL OFFICE OF EDUCATION #13’S FINANCIAL
MANAGEMENT

This financial report is designed to provide the Regional Office of Education #13’s citizens, taxpayers,
customers, and creditors with a general overview of the Regional Office of Education #13’s finances and
to demonstrate the Regional Office of Education #13’s accountability for the money it receives. If you
have any questions about this report or need additional financial information, contact the Regional
Office of Education #13, 200 East Schwartz Street, Salem, IL 62881.
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CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
STATEMENT OF NET ASSETS

ASSETS
Current Assets:
Cash
Due from other governments:
Local
State
Federal
Total Current Assets
Noncurrent Assets

Capital assets, being depreciated, net
TOTAL ASSETS

LIABILITIES

Current Liabilities:

Accounts payable
Due to other governments:

State

Federal

Deferred revenue
TOTAL LIABILITIES

NET ASSETS
Invested in capital assets

Unrestricted
TOTAL NET ASSETS

JUNE 30, 2005

Primary Government

Governmental  Business-Type

Activities Activities Total
$ 1,328487 $§ 306,627 $ 1,635,114
57,185 20,671 77,856
108,009 - 108,009
23,848 - 23,848
1,517,529 327,298 1,844,827
37,912 - 37,912
1,555,441 327,298 1,882,739
118,807 - 118,807
7,800 - 7,800
54,137 - 54,137
29,292 - 29,292
210,036 - 210,036
37,912 - 37,912
1,307,493 327,298 1,634,791
$ 1345405 § 327,298 $ 1,672,703

The notes to the financial statements are an integral part of this statement.
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CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2005

Net (Expense) Revenue and

Program Revenues Changes in Net Assets
Operating Primary Government
Charges for Grants and Governmental ~ Business-Type
FUNCTIONS/PROGRAMS Expenses Services Contributions Activities Activities Total
Primary government:
Governmental activities:
Current:
Instructional services:
Salaries and benefits $ 1699680 $ - $ 1406832 $ (292,848) $ - $ (292,848)
Purchased services 411,469 - 253,659 (157,810) - (157,810)
Supplies and materials 76,965 - 49,050 (27,915) - (27,915)
Capital outlay - - 9,618 9,618 - 9,618
Other objects 9,473 - 2 (9,471) - (9,471)
Depreciation 24,096 - - (24,096) - (24,096)
Administrative:
On-behalf payments - Local 118,968 - - (118,968) - (118,968)
On-behalf payments - State 254,384 - - (254,384) - (254,384)
Total governmental activities 2,595,035 - 1,719,161 (875,874) - (875,874)
Business-type activities:
Operating 88,574 93,965 - - 5,391 5,391
Total business-type activities 88,574 93,965 - - 5,391 5,391
TOTAL PRIMARY
GOVERNMENT $ 2,683,609 $ 93,965 $ 1,719,161 (875,874) 5,391 (870,483)
GENERAL REVENUES
Local sources 251,926 - 251,926
State sources 204,867 - 204,867
On-behalf payments - State 254,384 - 254,384
On-behalf payments - Local 118,968 - 118,968
Interest income 27,263 7,523 34,786
Total general revenues 857,408 7,523 864,931
CHANGE IN NET ASSETS (18,466) 12,914 (5,552)
NET ASSETS - BEGINNING 1,363,871 314,384 1,678,255
NET ASSETS - ENDING $ 1345405 $ 327,298 $ 1,672,703

The notes to the financial statements are an integral part of this statement.
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CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13

BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2005
Other Total
General Education Nonmajor Governmental
Fund Fund Funds Eliminations Funds
ASSETS
Cash $ 19,724 $ 1,162,340 $ 146423 § - $ 1,328,487
Due from other funds - 13,345 - (13,345) -
Due from other governments:
Local 52,085 5,100 - - 57,185
State - 108,009 - - 108,009
Federal - 23,848 - - 23,848
TOTAL ASSETS $ 71,809 $ 1,312,642 § 146423 § (13,345) $ 1,517,529
LIABILITIES
Accounts payable $ 1,515 § 117292 § - $ - $ 118,807
Due to other funds - 13,345 - (13,345) -
Due to other governments:
State - 7,800 - - 7,800
Federal - 54,137 - - 54,137
Deferred revenue - 29,292 - - 29,292
Total Liabilities 1,515 221,866 - (13,345) 210,036
FUND BALANCES
Unreserved, reported in:
General Fund 70,294 - - - 70,294
Special Revenue Fund - 1,090,776 146,423 - 1,237,199
Total Fund Balances 70,294 1,090,776 146,423 - 1,307,493
TOTAL LIABILITIES
AND FUND BALANCES $ 71,809 $ 1312642 $ 146423 $§ (13,345) § 1,517,529

The notes to the financial statements are an integral part of this statement.
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CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
JUNE 30, 2005

TOTAL FUND BALANCES — GOVERNMENTAL FUNDS $ 1,307,493

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. 37,912

NET ASSETS OF GOVERNMENTAL ACTIVITIES $ 1,345,405

The notes to the financial statements are an integral part of this statement.
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CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2005

Other Total
General Education Nonmajor Governmental
Fund Fund Funds Eliminations Funds
REVENUE
Local sources $ 34800 $ 189,000 $ 28,126 $ - $ 251,926
Local sources - payments made on behalf of region 118,968 - - - 118,968
State sources 68,740 1,133,204 3,720 - 1,205,664
State sources - payments made on behalf of region 254,384 - - - 254,384
Federal sources - 718,364 - - 718,364
Total Revenues 476,892 2,040,568 31,846 - 2,549,306
EXPENDITURES
Current:
Salaries and benefits 75,300 1,624,380 - - 1,699,680
Purchased services 45,387 343,546 22,536 - 411,469
Supplies and materials 9,502 64,411 3,052 - 76,965
Capital outlay - 9,618 - - 9,618
Other objects 9,471 2 - - 9,473
On-behalf payments 373,352 - - - 373,352
Total Expenditures 513,012 2,041,957 25,588 - 2,580,557
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES (36,120) (1,389) 6,258 - (31,251)
OTHER FINANCING SOURCES (USES)
Transfer in - 1,554 - (1,554) -
Transfer out - (1,554) - 1,554 -
Interest 934 23,102 3,227 - 27,263
Total Other Financing Sources and Uses 934 23,102 3,227 - 27,263
NET CHANGE IN FUND BALANCES (35,186) 21,713 9,485 - (3,988)
FUND BALANCES - BEGINNING 105,480 1,069,063 136,938 - 1,311,481
FUND BALANCES - ENDING $ 70,294 $ 1,090,776 $ 146,423 $ - $ 1,307,493

The notes to the financial statements are an integral part of this statement.
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CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13

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, 2005

NET CHANGE IN FUND BALANCES — GOVERNMENTAL FUNDS

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 $ 9,618
Depreciation expense (24,096)

$  (3,988)

(14,478)

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES

$ (18,466)

The notes to the financial statements are an integral part of this statement.
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CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
JUNE 30, 2005

Business-Type

Activities -
Enterprise Funds
Technology / Other
Testing Enterprise
Cooperative Fund Total
ASSETS
Current assets:
Cash $ 263,544 § 43,083 § 306,627
Due from local governments 20,671 - 20,671
TOTAL ASSETS 284,215 43,083 327,298
NET ASSETS
Unrestricted 284,215 43,083 327,298
TOTAL NET ASSETS $ 284,215 § 43,083 % 327,298

The notes to the financial statements are an integral part of this statement.
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CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2005

Business-Type

Activities -
Enterprise Funds
Technology / Other
Testing Enterprise
Cooperative Funds Total
OPERATING REVENUES
Local sources $ 90,064 $ 3901 $ 93,965
Total operating revenues 90,064 3,901 93,965
OPERATING EXPENSES
Salaries and benefits 50,295 - 50,295
Purchased services 16,218 - 16,218
Supplies and materials 21,728 7 21,735
Other objects - 326 326
Total operating expenses 88,241 333 88,574
OPERATING INCOME (LOSS) 1,823 3,568 5,391
NONOPERATING REVENUES
Interest 6,519 1,004 7,523
Total nonoperating revenues 6,519 1,004 7,523
CHANGE IN NET ASSETS 8,342 4,572 12,914
TOTAL NET ASSETS - BEGINNING 275,873 38,511 314,384
TOTAL NET ASSETS - ENDING $ 284,215 $ 43,083 § 327,298

The notes to the financial statements are an integral part of this statement.
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CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
STATEMENT OF CASH FLOWS
PROPRIETARY FUND
FOR THE YEAR ENDED JUNE 30, 2005

Business-Type
Activities -
Enterprise Funds

Technology / Other

Testing Enterprise
Cooperative Fund Totals
Cash flows from operating activities:

Receipts from customers $ 105,147 $ 3,901 $ 109,048

Payments to suppliers and providers of goods
and services (46,873) (333) (47,206)

Payments to employees (50,295) - (50,295)
Net cash provided by (used for) operating activities 7,979 3,568 11,547

Cash flows from investing activities:

Interest 6,519 1,004 7,523
Net cash provided by (used for) investing activities 6,519 1,004 7,523
Net increase (decrease) in cash and cash equivalents 14,498 4,572 19,070

Cash - beginning 249,046 38,511 287,557
Cash - ending $ 263,544 $ 43,083 § 306,627

Reconciliation of operating income (loss) to net cash
provided by (used for) operating activities:

Operating income (loss) $ 1,823 $§ 3568 $ 5,391
Adjustments to reconcile operating income (loss) to
net cash provided by (used for) operating activities:
Change in assets and liabilities:
Decrease in Due from Other Governments 15,083 - 15,083
Increase (Decrease) in Accounts Payable (8,927) - (8,927)
Net cash provided by (used for) operating activities $ 7979 $ 3,568 $ 11,547

The notes to the financial statements are an integral part of this statement.
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CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
STATEMENT OF FIDUCIARY NET ASSETS

FIDUCIARY FUND
JUNE 30, 2005
Agency
Fund
ASSETS
Cash $ 409,471
Due from other governments 381,314
Total Assets $ 790,785
LIABILITIES
Due to other governments $ 790,785
Total Liabilities $ 790,785

The notes to the financial statements are an integral part of this statement.
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CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Regional Office of Education #13 was formed under the provisions of the State of Illinois, Illinois
State Board of Education.

In 2005, the Regional Office of Education #13 implemented Governmental Accounting Standards Board
(GASB) Statement No. 40, Deposit and Investment Risk Disclosures, GASB Statement No. 41,
Budgetary Comparison Schedules — Perspective Differences, an Amendment of GASB Statement No.
34, GASB Statement No. 42, Accounting and Financial Reporting for Impairment of Capital Assets and
for Insurance Recoveries, and GASB Statement No. 46, Net Assets Restricted by Enabling Legislation,
an Amendment of GASB Statement No. 34 which changes note disclosure requirements for
governmental entities.

GASB Statement No. 34 established a new financial reporting model for State and local governments
that included the addition of management’s discussion and analysis, government-wide financial
statements, required supplementary information and the elimination of the effects of internal service
activities and the use of account groups to the aiready required fund financial statements and notes.

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 teacher meetings and assist in their management; evaluate the schools in the
region; examine school treasurer’s books, accounts, and vouchers; examine evidence of indebtedness;
file and keep the returns of elections required to be returned to the regional superintendent’s office; and
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 #13’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; 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 treasurer’s
bonds. The regional superintendent is also required to provide the State Board of Education with an
affidavit showing that the treasurers of school districts under his control are properly bonded.
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CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2005

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, 2005, the Regional Office of Education #13 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 #13. Such activities are
reported as a single major special revenue fund (Education Fund).

B. SCOPE OF THE REPORTING ENTITY

The Regional Office of Education #13 reporting entity includes all related organizations for which they
exercise oversight responsibility.

The Regional Office of Education #13 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 #13 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 because the Regional Office of
Education #13 does not control the assets, operations, or management of the districts or joint
agreements. In addition, the Regional Office of Education #13 is not aware of any entity, which would
exercise such oversight as to result in the Regional Office of Education #13 being considered a
component unit of the entity.

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 #13’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 #13 has two
business-type activities that rely on fees and charges for support.
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CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS (Concluded)

The Regional Office of Education #13°s government-wide financial statements include a Statement of
Net Assets and a Statement of Activities. These statements present summaries of governmental
activities for the Regional Office of Education #13 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 #13’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 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.
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CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (Continued)

D. 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 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. 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.

E. PROPRIETARY FUND FINANCIAL STATEMENTS

Proprietary 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 non-major 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 non-operating revenues. Operating expenses
are those expenses that are essential to the primary operations of the fund. All other expenses are
reported as non-operating expenses.

30



CLINTON, MARION, AND WASHINGTON COUNTIES
REGIONAL OFFICE OF EDUCATION #13
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (Continued)

GOVERNMENTAL FUNDS (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 funds financial statements focus on the measurement of spending or "financial flow"
and the determination of changes