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KANE COUNTY
REGIONAL OFFICE OF EDUCATION NO. 31

FINANCIAL REPORT SUMMARY

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

AUDITORS’ REPORTS

The auditors’ reports do not contain scope limitations, disclaimers, or other significant non-
standard language.

SUMMARY OF AUDIT FINDINGS

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

or not repeated 1 1

Details of the audit finding is included in a separate report section.
SUMMARY OF FINDINGS AND RESPONSES

ltem No. Page Description Finding Type

FINDINGS (GOVERNMENT AUDITING STANDARDS)

2014-001 11-12 Controls Over Financial Statement Preparation Material Weakness

PRIOR AUDIT FINDINGS NOT REPEATED (GOVERNMENT AUDITING STANDARDS)

2013-002 15 LLack of Formal Policies and Controls Over
Procurement Cards Significant Deficiency



KANE COUNTY
REGIONAL OFFICE OF EDUCATION NO. 31

FINANCIAL REPORT SUMMARY (CONTINUED)

EXIT CONFERENCE

The Kane County Regional Office of Education No. 31 opted not to have a formal exit conference
during the financial audit for the year ended June 30, 2014. Throughout the audit, meetings were
held between auditors and Regional Office officials to discuss matters obtained in this report. The
response to the recommendation was provided by Patricia Dal Santo, Regional Superintendent
and Meg Fetzer, Finance Director.



KANE COUNTY
REGIONAL OFFICE OF EDUCATION NO. 31

FINANCIAL STATEMENT REPORT SUMMARY

The audit of the accompanying basic financial statements of Kane County Regional Office of
Education No. 31 was performed by Winkel, Parker & Foster, CPA PC.

Based on their audit, the auditors expressed an unmodified opinion on the Kane County Regional
Office of Education No. 31’s basic financial statements.



Winkel, Parker
& Foster, CPA PC

Certified Public Accountants & Consultants
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INDEPENDENT AUDITORS’ REPORT

Honorable William G. Holland
Auditor General
State of lllinois

Report on the Financial Statements
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 Kane County Regional Office of Education No.
31, as of and for the year ended June 30, 2014, and the related notes to the financial statements,
which collectively comprise Kane County Regional Office of Education No. 31’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,

whether due to fraud or error.

Auditors’ Responsibility
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 involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.



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 Kane County Regional Office of
Education No. 31, as of June 30, 2014, and the respective changes in financial position, and,
where applicable, cash flows thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management’s Discussion and Analysis on pages 17 through 26 be presented to supplement the
basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in
the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise Kane County Regional Office of Education No. 31's basic financial
statements. The combining schedules of accounts, the budgetary comparison schedules, the
combining fund financial statements, and the Schedule of Disbursements to School District
Treasurers and Other Entities are presented for purposes of additional analysis and are not a
required part of the basic financial statements.

The combining schedules of accounts, the budgetary comparison schedules, the combining
fund financial statements, and the Schedule of Disbursements to School District Treasurers and
Other Entities is the responsibility of management and was derived from and relates directly to
the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the combining schedules of accounts, the budgetary
comparison schedules, the combining fund financial statements, and the Schedule of
Disbursements to School District Treasurers and Other Entities are fairly stated, in all material
respects, in relation to the basic financial statements as a whole.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
January 5, 2015 on our consideration of Kane County Regional Office of Education No. 31’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 internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering Kane County Regional Office
of Education No. 31’s internal control over financial reporting and compliance.

Widkel, Parker & Foster, CPA PC

Clinton, lowa
January 5, 2015
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Honorable William G. Holland
Auditor General
State of lllinois

As Special Assistant Auditors for the Auditor General, we have audited, 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, the financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregate remaining fund
information of Kane County Regional Office of Education No. 31, as of and for the year ended
June 30, 2014, and the related notes to the financial statements, which collectively comprise
Kane County Regional Office of Education No. 31’s basic financial statements, and have issued

our report thereon dated January 5, 2015.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Kane County
Regional Office of Education No. 31’s internal control over financial reporting (internal control)
to determine the audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinions on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of Kane County Regional Office of Education No. 31’s internal
control.  Accordingly, we do not express an opinion on the effectiveness of Kane County

Regional Office of Education No. 31’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or
significant deficiencies may exist that were not identified. However, as described in the
accompanying Schedule of Findings and Responses, we identified a certain deficiency in
internal control that we consider to be a material weakness.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented, or
detected and corrected on a timely basis. We consider the deficiency described in the
accompanying Schedule of Findings and Responses as item 2014-001 to be a material

weakness.




Compliance and Other Matters

As part of obtaining reasonable assurance about whether Kane County Regional Office of
Education No. 31’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 nhoncompliance or other matters that
are required to be reported under Government Auditing Standards.

Regional Office of Education No. 31’s Response to Finding

Kane County Regional Office of Education No. 31’s response to the finding identified in our audit
is described in the accompanying Schedule of Findings and Responses. Kane County Regional
Office of Education No. 31’s response was not subjected to the auditing procedures applied in the
audit of the financial statements and, accordingly, we express no opinion on the response.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
Kane County Regional Office of Education No. 31’s internal control or on compliance. This report
is an integral part of an audit performed in accordance with Government Auditing Standards in
considering Kane County Regional Office of Education No. 31’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

Wickel, Parker & Foster, CEA AC

Clinton, lowa
January 5, 2015



KANE COUNTY
REGIONAL OFFICE OF EDUCATION NO. 31
SCHEDULE OF FINDINGS AND RESPONSES
Year Ended June 30, 2014

Section I: Summary of Auditors’ Results:

Financial Statements

Type of auditors’ report issued: Unmodified

Internal control over financial reporting:
Material weakness(es) identified? X _ yes
Significant deficiency(ies) identified? yes

Noncompliance material to financial statements noted? yes

10

- S

X

no
none reported

no



KANE COUNTY
REGIONAL OFFICE OF EDUCATION NO. 31
SCHEDULE OF FINDINGS AND RESPONSES
Year Ended June 30, 2014

Section ll: Financial Statement Findings:

FINDING 2014-001 - Controls Over Financial Statement Preparation (Repeat of findings
13-001, 12-1, 11-1 and 10-1)

Criteria/Specific Requirement:

Kane County Regional Office of Education No. 31 is required to maintain a system of controls
over the preparation of financial statements in accordance with generally accepted accounting
principles (GAAP). Regional Office of Education No. 31’s internal controls over GAAP financial
reporting should include adequately trained personnel with the knowledge, skills and experience
to prepare GAAP based financial statements and include all disclosures as required by the
Governmental Accounting Standards Board (GASB).

GASB Statement No. 34, Basic Financial Statements - Management’s Discussion and Analysis
- for State and Local Governments (Statement), requires governments to present government-
wide and fund financial statements as well as a summary reconciliation of the (a) total
governmental funds balances to the net position of governmental activities in the Statement of
Net Position, and (b) total change in governmental fund balances to the change in the net
position of governmental activities in the Statement of Activities. In addition, the Statement
requires information about the government’s major and nonmajor funds in the aggregate, to be
provided in the fund financial statements.

Condition:

The Regional Office of Education No. 31 does not have sufficient internal controls over the
financial reporting process. While the Regional Office of Education No. 31 maintains controls
over the processing of most accounting transactions, there are not sufficient controls over the
preparation of the GAAP based financial statements for management or employees in the
normal course of performing their assigned functions to prevent or detect and correct financial
statement misstatements and disclosure omissions in a timely manner.

During review of the Regional Office of Education No. 31’s financial information prepared by the
Regional Office of Education No. 31, it was noted that the Regional Office did not have
adequate controls over the maintenance of records of cash, accounts receivable, accounts
payable and unavailable revenue. While the Regional Office did maintain records to indicate the
balances of cash, accounts receivable, accounts payable and unavailable revenue, material
audit adjustments were proposed in order to ensure financial statement balances were
materially accurate.

Effect:
The Regional Office of Education No. 31's management or its employees, in the normal course

of performing their assigned functions, may not prevent or detect and correct financial
statement misstatements and disclosure omissions in a timely manner.

11



KANE COUNTY
REGIONAL OFFICE OF EDUCATION NO. 31
SCHEDULE OF FINDINGS AND RESPONSES
Year Ended June 30, 2014

Section li: Financial Statement Findings:

FINDING 2014-001 - Controls Over Financial Statement Preparation (Repeat of findings
13-001, 12-1, 11-1 and 10-1)(Continued)

Cause:

Management did not effectively detect all of the material adjustments needed in order to
present financial statements in accordance with GAAP in a timely manner.

Auditors’ recommendation:

As part of internal control over the preparation of financial statements, including disclosures, the
Regional Office of Education No. 31 should implement a comprehensive preparation and/or
review procedure to ensure that the financial statements, including disclosures, are complete
and accurate. These procedures should be performed by a properly trained individual
possessing a thorough understanding of applicable generally accepted accounting principles,
GASB pronouncements, and knowledge of the Regional Office of Education No. 31’s activities
and operations.

Management’s Response:
The Business Office will provide to the Superintendent and Cabinet members regular and timely
financial reports. These reports include but are not limited to grant reporting, bank

reconciliations, monthly financial reporting, expense comparisons, and any other report needed
for discussion of the Regional Office’s financial well-being.

12



KANE COUNTY
REGIONAL OFFICE OF EDUCATION NO. 31
SCHEDULE OF FINDINGS AND RESPONSES
Year Ended June 30, 2014

Section lll: Federal Award Findings:

Not Applicable

13



KANE COUNTY
REGIONAL OFFICE OF EDUCATION NO. 31
CORRECTIVE ACTION PLAN FOR CURRENT YEAR AUDIT FINDINGS
Year Ended June 30, 2014

FINDING 2014-001 - Controls Over Financial Statement Preparation (Repeat of findings
13-001, 12-1, 11-1 and 10-1)

Condition:

The Regional Office of Education No. 31 does not have sufficient internal controls over the
financial reporting process. While the Regional Office of Education No. 31 maintains controls
over the processing of most accounting transactions, there are not sufficient controls over the
preparation of the GAAP based financial statements for management or employees in the
normal course of performing their assigned functions to prevent or detect and correct financial
statement misstatements and disclosure omissions in a timely manner.

During review of the Regional Office of Education No. 31’s financial information prepared by the
Regional Office of Education No. 31, it was noted that the Regional Office did not have
adequate controls over the maintenance of records of cash, accounts receivable, accounts
payable and unavailable revenue. While the Regional Office did maintain records to indicate the
balances of cash, accounts receivable, accounts payable and unavailable revenue, material
audit adjustments were proposed in order to ensure financial statement balances were

materially accurate.

Plan:

Effective with the fiscal year 2014 audit the Regional Office of Education No. 31 will continue its
implementation of procedures to improve the timeliness and accuracy of the general ledger.
The months will be closed in a timely manner and necessary adjustments will be made as

needed. Prior to auditors arriving, year-end adjustments will be made to present the financial
statements in accordance with generally accepted accounting principles.

Anticipated Completion Date:
On-going throughout the year.
Contact Person Responsible for Corrective Action:

Meg Fetzer, Finance Director, under the supervision of Regional Superintendent, Pat Dal
Santo, Kane County Regional Office of Education No. 31.

14



KANE COUNTY
REGIONAL OFFICE OF EDUCATION NO. 31
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended June 30, 2014

Finding No. Condition Current Status
2013-001 Controls Over Financial Statement Preparation Repeated
2013-002 Lack of Formal Policies and Controls Over Procurement Not Repeated

Cards
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Management’s Discussion and Analysis
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KANE COUNTY
REGIONAL OFFICE OF EDUCATION NO. 31
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2014

This discussion and analysis of the Kane County Regional Office of Education’s financial report
provides an overview of the financial activities for the year ended June 30, 2014 with
comparative information for the year ended June 30, 2013. The intent of this discussion and
analysis is to look at the Regional Office of Education’s performance as a whole. Readers
should review the financial statements and any notes to the basic financial statements to assist
them in understanding the role of the Regional Office of Education, its operations and financial
condition.

The purpose of the Kane County Regional Office of Education No. 31 is to promote quality
education for the citizens of the Kane County Educational Service Region by acting as an
advocate for education, providing leadership, performing regulatory functions as directed by the
lllinois State Board of Education and the lllinois School Code, providing access to needed
resources and disseminating information to school districts, educators, and the community.

Mission

The mission of the Kane County Regional Office of Education is to provide leadership in the
learning community by developing educational resources, facilitating learning and collaborating
with all educational partners.

Education Service Region

The Kane County Regional Office of Education serves over 133,000 students, which includes
121,785 public school students and over 12,400 private/parochial students. Our region
includes nine (K-12) unit districts, two community college districts, 212 public school buildings,
and over 9,000 public/private school teachers.

2014 Financial Highlights

e General Fund revenues increased from $2,062,630 in fiscal year 2013 to $2,748,444 in
fiscal year 2014. General Fund expenditures also increased from $1,382,215 in fiscal
year 2013 to $2,104,192 in fiscal year 2014. These increases were primarily due to
continued reallocation of services provided due to loss of funding opportunities
available.

e Education Fund revenues decreased from $1,535,899 in fiscal year 2013 to $1,190,131
in fiscal year 2014. Expenditures also decreased from $1,491,746 in fiscal year 2013 to
$1,202,014 in fiscal year 2014. These decreases were primarily due to reduced funding.

¢ Institute Fund revenues decreased from $161,702 in fiscal year 2013 to $150,470 in
fiscal year 2014. Expenditures in the Institute Fund increased from $62,133 in fiscal
year 2013 to $108,559 in fiscal year 2014. The decrease in revenues was primarily due
to the cyclical nature of license renewal and the change in certification requirements for
professional teachers, administrators and paraprofessionals in Kane County. The
increase in expenditures was primarily due to changes in program operations.

17



KANE COUNTY
REGIONAL OFFICE OF EDUCATION NO. 31
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2014

e Enterprise Fund revenues increased from $320,325 in fiscal year 2013 to $416,373 in
fiscal year 2014. Enterprise Fund expenses also increased from $404,896 in fiscal year
2013 to $481,880 in fiscal year 2014. These increases were primarily due to taking
advantage of revenue generating opportunities.

* Government-wide revenues decreased by less than 1% from $4,279,758 in fiscal year
2013 to $4,249,261 in fiscal year 2014. Government-wide expenses increased by

approximately 12% from $3,568,168 in fiscal year 2013 to $4,004,402 in fiscal year
2014.

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 Position and a
Statement of Activities. These provide information about the activities of the Regional Office as
a whole and present an overall view of the Regional Office’s finances.

The fund financial statements report the Regional Office’s operations in more detail than the
government-wide statements by providing information that is needed for a full understanding of
the data provided in the basic financial statements.

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

Supplementary Information provides detailed information about the major and nonmajor funds.

18



KANE COUNTY
REGIONAL OFFICE OF EDUCATION NO. 31
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2014

REPORTING KANE COUNTY REGIONAL OFFICE OF EDUCATION NO. 31’S FINANCIAL
ACTIVITIES

Government-wide Financial Statements

The government-wide financial statements report information about Kane County Regional
Office of Education No. 31 as a whole using accounting methods similar to those used by
private-sector companies. The Statement of Net Position includes all of Kane County Regional
Office of Education No. 31's assets, deferred outflows of resources, liabilities, and deferred
inflows of resources. All of the current year’s revenues and expenses are accounted for in the
Statement of Activities, regardless of when cash is received or paid using generally accepted
accounting principles and GASB 34.

The two government-wide financial statements report the Regional Office’s net position and
how it has changed. Net position - the net amount of assets, deferred outflows of resources,
liabilities, and deferred inflows of resources - is one way to measure the Regional Office’s
financial health or financial position. Over time, increases or decreases in net position can be
an indicator of whether financial position is improving or deteriorating. To assess the Regional
Office’s overall condition, additional non-financial 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 more detailed information about Kane County Regional
Office of Education No. 31’s funds. Funds are accounting devices that allow the tracking of
specific sources of funding and spending on particular programs. Some funds are required by
state law. Kane County Regional Office of Education No. 31 established other funds to control
and manage money for particular purposes.

Kane County Regional Office of Education No. 31 has three kinds of funds:

1) Governmental funds: Account for those funds through which most governmental functions
of the Regional Office are financed. These focus on how cash and other financial assets that
can be readily converted to cash flow in and out and the balances left at the year-end that are
available for spending. Consequently, the governmental fund statements provide a detailed
short-term view that helps determine whether there are more or fewer resources that can be
spent in the near future to finance the Regional Office’s programs. The governmental funds
required financial statements include a Balance Sheet and a Statement of Revenues,
Expenditures, and Changes in Fund Balance.

2) Proprietary funds: Account for resources from fees charged directly to those entities or
individuals that use its services. Proprietary fund statements provide both long-term and short-
term financial information consistent with the focus provided by government-wide financial
statements. The proprietary funds required financial statements include a Statement of Net
Position, a Statement of Revenues, Expenses, and Changes in Fund Net Position, and a
Statement of Cash Flows.

19



KANE COUNTY
REGIONAL OFFICE OF EDUCATION NO. 31
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2014

3) Fiduciary funds: Account for assets held by the Regional Office in a trust capacity or as an
agent for individuals and private or governmental organizations. These funds are custodial in
nature (assets equal liabilities) and do not involve measurement of results of operations. The
fiduciary funds required financial statements include a Statement of Fiduciary Net Position.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve when examined over time as one indicator of the
financial position of the Regional Office. The net position at the end of fiscal year 2014 and
2013 totaled $7,036,920 and $6,792,061, respectively. The analysis that follows provides a
summary of the Regional Office’s net position as of June 30.

20

2014 Business-
Governmental Type
Activities Activities Total
Current assets $ 7520433 $ 208,333 $ 7,728,766
Capital assets, net of depreciation 9.941 63,397 73,338
Total assets 7,530,374 271,730 7,802,104
Deferred outflows of resources - - -
Current liabilities 257,720 83,864 341,584
Non-current liabilities 404,016 19,584 423,600
Total liabilities 661,736 103,448 765,184
Deferred inflows of resources - - -
Net position
Net investment in capital assets 7,590 29,160 36,750
Unrestricted 5,554,403 139,122 5,693,525
Restricted for educational purposes 1.306.645 - 1,306,645
Total net position $ 6,868,638 $ 168,282 7,036,92



KANE COUNTY
REGIONAL OFFICE OF EDUCATION NO. 31
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2014

2013 Business-
Governmental Type
Activities Activities Total
Current assets $ 7,083,973 $ 345,169 $ 7,429,142
Capital assets, net of depreciation 18,837 63,718 82,555
Total assets 7,102,810 408,887 7,511,697

Deferred outflows of resources - - -

Current liabilities 185,402 137,847 323,249
Non-current liabilities 373,801 22 586 396,387
Total liabilities 559,203 160,433 719,636

Deferred inflows of resources - - -

Net position
Net investment in capital assets 14,708 32,125 46,833
Unrestricted 5,200,204 216,329 5,416,533
Restricted for educational purposes 1,328,695 - 1,328,695
Total net position 43607 $ 248454 $ 6,792,061

The Regional Office’s net position increased by $244,859 (4%) from fiscal year 2013. The
increase was primarily due to conservative usage of resources and seeking out new revenue
opportunities.
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Changes in net position. The following shows the changes in net position for the years ended

June 30, 2014 and 2013.

2014

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

Total revenues

Expenses:

Education
Salaries and benefits
Purchased services
Supplies and materials
Payments to other governments
Other objects
Capital outlay
Depreciation

Administrative
On-behalf payments

Total expenses

Excess (deficiency) of revenues over
(under) expenses before transfers

Transfers
Change in net position
Net position, beginning

Net position, ending
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Business-
Governmental Type
Activities Activities Total
$ 216,604 $ 415,442 $ 632,046
1,123,856 - 1,123,856
51,281 931 52,212
1,728,847 - 1,728,847
712,300 - 712,300
3,832,888 416,373 4,249,261
1,448,634 52,695 1,501,329
589,993 383,433 973,426
20,377 15,693 36,070
731,121 - 731,121
1,392 1,084 2,476
9,809 5,341 15,150
8,896 23,634 32,530
712,300 - 712,300
3,522 522 481,880 4,004,402
310,366 (65,507) 244,859
14,665 (14,665) -
325,031 (80,172) 244,859
6,543,607 248,454 6,792,061
$ 6,868,638 $ 168,282 $ 7,036,920
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2013

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

Total revenues

Expenses:

Education
Salaries and benefits
Purchased services
Supplies and materials
Payments to other governments
Other objects
Capital outlay
Depreciation and disposition losses

Administrative
On-behalf payments

Total expenses

Excess (deficiency) of revenues over
(under) expenses before transfers

Transfers
Change in net position
Net position, beginning

Net position, ending
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Business-
Governmental Type
Activities Activities Total
$ 260,181 $ 319,800 $ 579,981
1,508,388 - 1,508,388
44,107 525 44,632
1,487,494 - 1,487,494
659,263 - 659,263
3,959,433 320,325 4,279,758
1,708,627 - 1,708,627
494,372 344,286 838,658
51,755 25,337 77,092
220,796 175 220,971
9,536 6,920 16,456
6,430 8,782 15,212
12,493 19,396 31,889
659,263 - 659,263
3,163,272 404,896 3,568,168
796,161 (84,571) 711,590
16,979 (16.,979) -
813,140 (101,550) 711,590
5,730,467 350,004 6,080,471
$ 6,543,607 $ 248,454 $ 6,792,061



KANE COUNTY
REGIONAL OFFICE OF EDUCATION NO. 31
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2014

Governmental Activities

Revenues for governmental activities were $3,832,888 and $3,959,433 and expenses were
$3,522,522 and $3,163,272 for 2014 and 2013, respectively. The decrease in program revenues
was mainly due to decreased funding levels. The increase in program expenses was mainly due
to paying out General State Aid flow through payments and reallocation of program expenses.

Business-Type Activities

Revenues for business-type activities were $416,373 and $320,325 and expenses were $481,880
and $404,896 for 2014 and 2013, respectively. These increases were primarily due to taking
advantage of revenue generating opportunities.

INDIVIDUAL FUND ANALYSIS

As previously noted, Kane County Regional Office of Education No. 31 uses fund accounting to
ensure and demonstrate compliance with finance-related legal requirements. The Kane County
Regional Office of Education No. 31’s governmental funds reported combined fund balances of
$7,052,983, above last year’s ending fund balances of $6,358,847.

Governmental Fund Highlights

The General Fund fund balance increased from $5,112,797 in 2013 to $5,755,282 in 2014.
The increase in fund balance was mostly attributable to excess funds generated by one of the
educational programs the Regional Office of Education No. 31 manages.

The Institute Fund fund balance increased from $850,865 in 2013 to $892,776 in 2014. The
increase in fund balance was mostly attributable to better management of expenses in
response to lower revenue stream.

The Education Fund fund balance increased from $264,589 in 2013 to $269,178 in 2014. The
increase in fund balance was mostly attributable to better management of expenses in
response to lower revenue stream. The Education Fund is primarily made up of grants the
Regional Office receives and this can vary greatly from year to year as some programs are
discontinued while others see a funding increase.

Proprietary Fund Highlights

ESC Professional Development Local 2 net position decreased from $(15,787) in 2013 to
$(106,397) in 2014. The primary reason for the decrease is attributable to reduction in related
revenue stream and continued need for professional development services.

Technology net position decreased from $(41,415) in 2013 to $(57,595) in 2014. The primary
reason for the decrease is attributable to reduction in revenue stream and continued allocation of

expenses.
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Fiduciary Fund Highlights

Total assets and liabilities increased from $148,347 in fiscal year 2013 to $236,928 in fiscal year
2014. Transactions during fiscal year 2014 represent mainly transfers in and out of funds for the
distributive and payroll funds.

BUDGETARY HIGHLIGHTS

The Kane County Regional Office of Education No. 31 annually prepares budgets for several
funds which serve as a guideline for activities and expenditures. The Regional Superintendent
annually prepares an Office Operations Budget and submits it to the County Board for their
approval. The Office Operations Budget covers a fiscal year which runs from December 1 to
November 30. All grant budgets are prepared by the Regional Office and submitted to the
granting agency for approval. Amendments must be submitted under guidelines established by
the granting agency. Additionally, the Regional Office funds are reported and included in our
annual report. In addition, the Institute Fund is printed in a newspaper of general circulation in
Kane County.

CAPITAL ASSETS AND LONG-TERM DEBT

The Regional Office’s capital assets include office equipment, computers, audio-visual
equipment, and office furniture. The Regional Office maintains an inventory of capital assets
which have been accumulated over time. For fiscal year 2014, total additions and retirements
amounted to $23,313 and $0, respectively. Depreciation expense for fiscal year 2014 was
$32,530. Additional information on Kane County Regional Office of Education No. 31’s capital
assets can be found in Note 3 on page 50 of this report.

The Regional Office has entered into lease agreements as lessee for financing the acquisition
of copiers. The present value of minimum lease payments at June 30, 2013 was $35,722,
which was increased during fiscal year 2014 by $866, resulting in a balance of $36,588 at June
30, 2014. Additional information on Kane County Regional Office of Education No. 31’s capital
leases can be found in Note 4 on page 51 of this report.
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ECONOMIC FACTORS BEARING ON KANE COUNTY REGIONAL OFFICE OF EDUCATION
NO. 31’S FUTURE

County Board support is expected to remain at the current level for fiscal year 2015 and may see
a decline in future years.

The Regional Office may be forced to vacate County owned offices and incur move related
expenses in excess of County provided support.

While the Regional Office is in search of additional revenue sources, it is also committed to
providing as much support as it can to the districts it serves in order to take them to next step in
educational excellence.

The Youth Home licensing costs will increase due to implementation of online curriculum
evaluation and learning tools. Software support costs will be ongoing for the HLS inspection
program to be rolled out in fiscal year 2015.

CONTACTING KANE COUNTY REGIONAL OFFICE OF EDUCATION NO. 31’S FINANCIAL
MANAGEMENT

This financial report is designed to provide Kane County Regional Office of Education No. 31's
citizens, taxpayers, customers, and creditors with a general overview of Kane County Regional
Office of Education No. 31’s finances and to demonstrate Kane County Regional Office of
Education No. 31’s accountability for the money it receives. If you have questions about this
report or need additional financial information, contact Kane County Regional Office of
Education No. 31 at 210 South Sixth Street, Geneva, IL 60134. For a more detailed analysis
and explanation of operations and programs, the complete fiscal year 2014 Annual Report is
posted on the Kane County Regional Office of Education No. 31's website at
http://www.kaneroe.org.
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EXHIBIT A

KANE COUNTY REGIONAL OFFICE OF EDUCATION NO. 31
STATEMENT OF NET POSITION
June 30, 2014

Primary Government
Governmental Business-Type

Activities Activities Total
ASSETS
Current assets:
Cash and cash equivalents $ 6,143,228 $ 354,050 $ 6,497,278
Investments 865,327 - 865,327
Accounts receivable 5,204 29,548 34,752
Due from other governments 331,409 - 331,409
Due from (to) other funds 175,265 (175,265) -
Total current assets 7,520,433 208,333 7,728,766
Non-current assets:
Capital assets, net of depreciation 9,941 63,397 73,338
Total assets 7,530,374 271,730 7,802,104
DEFERRED OUTFLOWS OF RESOURCES
None - - -
LIABILITIES
Current liabilities:
Accounts payable and accrued expenses 217,849 7,104 224,953
Due to other governments 37,876 62,107 99,983
Leases payable 1,995 14,653 16,648
Total current liabilities 257,720 83,864 341,584
Non-current liabilities:
Leases payable 356 19,584 19,940
Accrued compensated absences 38,660 - 38,660
Other postemployment benefits 365,000 - 365,000
Total non-current liabilities 404,016 19,584 423,600
Total liabilities 661,736 103,448 765,184
DEFERRED INFLOWS OF RESOURCES
None - - -
NET POSITION
Net investment in capital assets 7,590 29,160 36,750
Unrestricted 5,554,403 139,122 5,693,525
Restricted for educational purposes 1,306,645 - 1,306,645
Total net position $ 6,868,638 $ 168,282 $ 7,036,920

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

KANE COUNTY REGIONAL OFFICE OF EDUCATION NO. 31
STATEMENT OF ACTIVITIES
Year Ended June 30, 2014

Net (Expenses) Revenues

Program Revenues and Change in Net Position
Operating Primary Government
Charges for Grants and Governmental Business-Type
FUNCTIONS/PROGRAMS Expenses Services Contributions Activities Activities Total
Primary government:
Governmental activities:
Education:
Salaries and benefits $ 1,448,634 $ 75811 § 606,882 § (765,941) $ - $ (765,941)
Purchased services 589,993 129,963 280,964 (179,066) - (179,066)
Supplies and materials 20,377 8,664 - (11,713) - (11,713)
Payments to other governments 731,121 - 236,010 (495,111) - (495,111)
Other objects ) 1,392 2,166 - 774 - 774
Capital outlay 9,809 - - (9,809) - (9,809)
Depreciation 8,896 - - (8,896) - (8,896)
Administrative: )
On-behalf payments 712,300 - - (712,300) - (712,300)
Total governmental activities 3,622,522 216,604 1,123,856 (2,182,062) - (2,182,062)
Business-type activities:
Professional development 481,880 415,442 - - (66,438) (66,438)
Total primary government $ 4,004,402 $ 632,046 § 1,123,856 (2,182,062) (66,438)  (2,248,500)
General revenues:
Local sources 51,281 931 52,212
State sources 1,728,847 - 1,728,847
On-behalf payments 712,300 - 712,300
Transfers 14,665 (14,665) -
Total general revenues and transfers 2,507,093 (13,734) 2,493,359
CHANGE [N NET POSITION 325,031 (80,172) 244,859
NET POSITION, BEGINNING OF YEAR 6,543,607 248,454 6,792,061
NET POSITION, END OF YEAR $ 6,868,638 % 168,282 $ 7,036,920

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

Cash and cash equivalents

KANE COUNTY REGIONAL OFFICE OF EDUCATION NO. 31
BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2014

Special Revenue

Other Total
General Institute Education Nonmajor  Governmental
Eund Eund Fund Eunds Eunds

$ 4,742,387 ¢ 916,931 §$ 349,675 $ 134,235 § 6,143,228

Investments 865,327 - - - 865,327
Accounts receivable 1,128 - - 4,079 5,204
Due from other governments 201,656 - 129,753 - 331,409
Due from other funds 238,278 - - - 238,278
Total assets 6,048,773 916,931 479,428 138,314 7,583,446
DEFERRED OUTFLOWS OF RESOURCES
None - - - - _
TOTAL ASSETS AND DEFERRED
OUTFLOWS OF RESOURCES $ 6,048,773 $ 916,931 § 479,428 § 138,314 $ 7,583,446
LIABILITIES
Accounts payable and accrued expenses $ 52,834 § 24,155 $ 138,293 § 2,667 $ 217,849
Due to other governments 37,876 - - - 37,876
Due to other funds - - 63,013 - 63,013
Total liabilities 90,710 24,155 201,306 2,567 318,738
DEFERRED INFLOWS OF RESOURCES
Unavailable revenue 202,781 - 8,944 - 211,725
FUND BALANCE
Restricted - 892,776 332,592 135,747 1,361,115
Assigned 1,127,701 - - - 1,127,701
Unassigned 4,627,581 - (63,414) - 4,664,167
Total fund balance 5,755,282 892,776 269,178 135,747 7,052,983
TOTAL LIABILITIES, DEFERRED INFLOWS OF
RESOURCES AND FUND BALANCE $ 6,048,773 § 916,931 § 479,428 $ 138,314 $ 7,583,446

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

KANE COUNTY REGIONAL OFFICE OF EDUCATION NO. 31
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NE