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INDEPENDENT AUDITOR'S REPORT

Board of Education

Southeast Kansas Education Service Center
P.O. Box 189

Girard, Kansas 66743

We have audited the accompanying statutory basis financial statements of the individual funds
of the Southeast Kansas Education Service Center, Girard, Kansas, as of and for the year
ended June 30, 2011, which collectively comprise the basic financial statements of the
Center’s primary government as listed in the table of contents. These statutory basis financial
statements are the responsibility of the Center's management. Our responsibility is to express
an opinion on these statutory basis financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America, the Kansas Municipal Audit Guide, 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 opinion.

As described in Note A.3, the Center prepared these statutory basis financial statements using
accounting practices prescribed by the State of Kansas to demonstrate compliance with the
cash basis and budget laws of the State of Kansas, which practices differ from accounting
principles generally accepted in the United States of America. The effects on the statutory
basis financial statements of the differences between the regulatory basis of accounting and
accounting principles generally accepted in the United States of America, although not
reasonable determinable, are presumed to be material.

The financial statements referred to above include only the primary government of the
Southeast Kansas Education Service Center, Girard, Kansas, which consists of all individual
funds that comprise the Center’s legal entity. The financial statements do not include financial
data for the Center’s legally separate component unit, which accounting principles generally
accepted in the United States of America, require to be reported with the financial data of the
Center’s primary government.

P.O. Box 707 208 E. Laurel 620.331- F ETIR
Independence, KS 6730 L oy £20-331-0612

-1




In our opinion, because of the effects of the matters discussed in the preceding paragraphs,
the statutory basis financial statements of the primary government referred to in the first
paragraph do not present fairly, in conformity with accounting principles generally accepted in
the United States of America, the financial position of the Southeast Kansas Education Service
Center, Girard, Kansas, as of June 30, 2011, or changes in financial position or cash flows
thereof for the year then ended.

Also, in our opinion, the statutory basis financial statements referred to in the first paragraph
present fairly, in all material respects, the cash and unencumbered cash balances of each of
the various funds of the primary government of Southeast Kansas Education Service Center,
Girard, Kansas, as of June 30, 2011, and their respective cash receipts and expenditures for
such funds for the year then ended on the basis of accounting described in Note A.3.

In accordance with Government Auditing Standards, we have also issued our report dated
March 19, 2012, on our consideration of the Center’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.

Our audit was conducted for the purpose of forming an opinion on the statutory basis financial
statements of Southeast Kansas Education Service Center, Girard, Kansas, primary
government taken as a whole. 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 not a required part of the statutory basis financial statements. The
Schedule of Findings and Questioned Costs and Summary Schedule of Prior Audit Findings
are presented for the purpose of additional analysis and are not a required part of the statutory
basis financial statements. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to
prepare the statutory basis financial statements. The information has been subjected to the
auditing procedures applied in the audit of the statutory basis financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information
is fairly stated, in all material respects, in relation to the financial statements of the primary
government taken as a whole, on the basis of accounting described in Note A.3.

{osdoa) & DY) ohat)

YGRKES & MICHELS, CPA, LLC

March 19, 2012
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SOUTHEAST KANSAS EDUCATION SERVICE CENTER
GIRARD, KANSAS

STATEMENT 1
Page 5 of 6

SUMMARY OF CASH RECEIPTS, EXPENDITURES, AND UNENCUMBERED CASH

COMPOSITION OF CASH

Bank of Commerce, Chanute, Ks
Checking Account # 90417
Checking Account # 90468
Money Market Account # 900869
Money Market Account # 689211
Certificate of Deposit # 2826

First National Bank, Girard, KS
Certificate of Deposit # 22096
Certificate of Deposit # 25931
Certificate of Deposit # 20542
Certificate of Deposit # 21135
Certificate of Deposit # 21846
Certificate of Deposit # 20141
Certificate of Deposit # 20142
Certificate of Deposit # 25536

Girard National Bank. Girard, Ks
Money Market Account # 0186270102
Certificate of Deposit # 0186270130
Certificate of Deposit # 0186270121

Citizens Bank, Ft. Scott, Ks
Certificate of Deposit # 1011042
Certificate of Deposit # 1012497

Community National Bank, Girard, Ks
Checking Account # 0000135259
Checking Account # 0310000114
Money Market Account # 0320000060
Certificate of Deposit # 0000041343
Certificate of Deposit # 7170

Exchange State Bank, St. Paul, Ks
Checking Account # 135356
Certificate of Deposit # 100905
Certificate of Deposit # 270
Certificate of Deposit # 7761
Certificate of Deposit # 7778

June 30, 2011

$  (3,773,062)
1,500
10,864,000
3,814,153
100,000

$ 300,000
300,000
100,000
150,000
300,000
100,000
100,000
500,000

$ 213,607
200,000
300,000

100,000
125,000

$ 2,314,276
330,283
160,783
200,000
200,000

$ 16,282
100,000
150,000
300,000
300,000

11,006,591

1,850,000

713,607

225,000

3,205,342

866,282

The Notes to the Financial Statements are an integral part of this Statement.
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SOUTHEAST KANSAS EDUCATION SERVICE CENTER STATEMENT 1
GIRARD, KANSAS Page 6 of 6

SUMMARY OF CASH RECEIPTS, EXPENDITURES, AND UNENCUMBERED CASH
COMPOSITION OF CASH
June 30, 2011

Farmers National Bank of Kansas, St. Paul, Ks
Certificate of Deposit # 717 100,000
Certificate of Deposit # 176 200,000 300,000

UMB National Bank of America, Salina, Ks
Certificate of Deposit # 1010272130 100,000

First National Bank, Hutchinson, KS
Checking Account # 035866

CoreFirst Bank & Trust, Topeka, Ks

Checking Account # 1034561 250
Kansas Investment Pool 522,211
Rounding 1
TOTAL CASH $ 18,789,284

The Notes to the Financial Statements are an integral part of this Statement.
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SOUTHEAST KANSAS EDUCATION SERVICE CENTER
GIRARD, KANSAS

NOTES TO THE FINANCIAL STATEMENTS

June 30, 2011

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1. REPORTING ENTITY

Primary Government

The Southeast Kansas Education Service Center is a municipal corporation governed by
an appointed five-member board. The statutory basis financial statements include
transactions of the primary government only.

The Center is an interlocal and formed as the result of an agreement pursuant to the
provision of K.S.A. 12-2901 et seq. The agreement is between four unified school
districts and a community college to work together for the mutual benefit of the children
they serve and to form a separate legai entity known as Southeast Kansas Education
Service Center. The purpose of the educational service center is to provide
cooperatively educational services in the area of special education, vocational education,
career education, media services, curriculum development and in-service training for
staff programs, administrative services, and any other purpose authorized by law, and to
meet the provisions for special education as required by the Kansas Legislature. The
Center’'s combined statement of cash balances and encumbrances includes the
accounts of all the Center’s operations. The scope of the entity for financial reporting
purposes is designated as those funds for which the Center has oversight responsibility
and is primarily accountable. Oversight responsibility includes fiscal management
responsibility, which is the collection and disbursement of funds.

Component Unit

The Center has one Component Unit, the Center for Learning Tree Institute. The Center
for Learning Tree Institute is a Kansas Not-for-Profit Corporation exempt from income tax
under Internal Revenue Service Code Section 501¢c(3) as a supporting organization of
the Southeast Kansas Education Service Center. The financial statements of the Center
for Learning Tree Institute are not included in these financial statements, but were
audited and reported on separately.

2. BASIS OF PRESENTATION - FUND ACCOUNTING

A fund is defined as an independent fiscal and accounting entity with a self-balancing set of
accounts recording cash and other financial resources, together with all related liabilities and
residual equities or balances, and changes therein, which are segregated for the purpose of
carrying on specific activities or attaining certain objectives in accordance with special
regulations, restrictions, or limitations.

The following types of funds comprise the financial activities of Southeast Kansas Education
Service Center for the year ending June 30, 2011.
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SOUTHEAST KANSAS EDUCATION SERVICE CENTER
GIRARD, KANSAS

NOTES TO THE FINANCIAL STATEMENTS

June 30, 2011

Governmental Funds:

Special Revenue Funds—to account for the proceeds of specific revenue sources (other
than special assessments or major capital projects) that are restricted by law of
administrative action to expenditure for specified purposes.

3. BASIS OF ACCOUNTING

Statutory Basis of Accounting. The statutory basis of accounting, as used in the preparation of
these statutory basis financial statements, is designed to demonstrate compliance with the
cash basis and budget laws of the State of Kansas. Cash receipts are recognized when the
cash balance of a fund is increased. Expenditures include disbursements, accounts payable,
and encumbrances, with disbursements being adjusted for prior year’s accounts payable and
encumbrances. Encumbrances are commitments related to unperformed (executory)
contracts for goods and services and are usually evidenced by a purchase order or written
contract. For an interfund transaction, a cash receipt is recorded in the fund receiving cash
from another fund, and an expenditure would be charged in the fund from which the transfer is
made.

The Service Center passed a Resolution dated July 28, 2010 to waive the annual requirement
of generally accepted accounting principles and fixed asset accounting for the year ended
June 30, 2011, in conformity with K.S.A. 75-1120a(c).

4. DEPARTURES FROM ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN THE
UNITED STATES OF AMERICA

The basis of accounting described above results in a financial statement presentation which
shows cash receipts, expenditures, cash and unencumbered cash balances, and
expenditures. Balance sheets that would have shown non-cash assets such as receivables,
inventories and prepaid expense, liabilities such as deferred revenue and matured principal
and interest payable, and reservations of the fund balance are not presented. Under
accounting principles generally accepted in the United States of America, encumbrances are
only recognized as a reservation of fund balance; encumbrances outstanding at year-end do
not constitute expenditures or liabilities. Consequently, the expenditures as reported do not
present the cost of goods and services received during the fiscal year in accordance with
generally accepted accounting principles. Capital assets that account for the land, buildings
and equipment owned by the Service Center are not presented in the financial statements.
Also, long-term debt such as general obligation bonds, revenue bonds, capital leases,
temporary notes, and compensated absences are not presented in the financial statements.
Also, exclusion of the financial statements of the component unit is not in conformance with
generally accepted accounting principles of the United States of America.
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SOUTHEAST KANSAS EDUCATION SERVICE CENTER
GIRARD, KANSAS

NOTES TO THE FINANCIAL STATEMENTS

June 30, 2011

NOTE B — STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

1. BUDGETARY INFORMATION
The budgetary process for Southeast Kansas Education Service Center is different from that
of a Unified School District. The Service Center does not receive any local tax money directly.
They prepare a budget, but it is not required to be published.

2. COMPLIANCE WITH KANSAS STATUTES AND OTHER FINANCE RELATED MATTERS
Management is not aware of any violations of Kansas Statutes or violations of other finance

related matters for the year ended June 30, 2011.

NOTE C - DEPOSITS AND INVESTMENTS

As of June 30, 2011, the Service Center has the following investments and maturities:

Investment Type Fair Value Maturities (Yrs.) Rating
Kansas Municipal Investment Pool $522,211 Less than 1 S&P AAAf/S1+

K.S.A. 9-1401 establishes the depositories which may be used by the Service Center. The statute
requires banks eligible to hold the Service Center’s funds have a main or branch bank in the
county in which the Service Center is located and the banks provide an acceptable rate of return
on funds. In addition, K.S.A. 9-1402 requires the banks to pledge securities for deposits in excess
of FDIC coverage. The Service Center has no other policies that would further limit interest rate
risk.

K.S.A. 12-1675 limits the Service Center’s investment of idle funds to time deposits, open
accounts, and certificates of deposit with allowable financial institutions; U.S. Government
securities; temporary notes; no-fund warrants; repurchase agreements; and the Kansas Municipal
Investment Pool. The Service Center has no investment policy that would further limit its
investment choices. The rating of the Service Center’s investments is noted above.

Concentration of credit risk. State statutes place no limit on the amount the Service Center may
invest in any one issuer as long as the investments are adequately secured under K.S.A. 9-1402
and 9-1405. The Service Center’s allocation of investments at June 30, 2011 is as follows:

Investments Percentage of Investments

Kansas Municipal Investment Pool 100%
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SOUTHEAST KANSAS EDUCATION SERVICE CENTER
GIRARD, KANSAS

NOTES TO THE FINANCIAL STATEMENTS

June 30, 2011

Custodial credit risk — deposits. Custodial credit risk is the risk that in the event of a bank failure,
the Service Center’s deposits may not be returned to it. State statutes require the Service
Center’'s deposits in financial institutions to be entirely covered by federal depository insurance or
by collateral held under a joint custody receipt issued by a bank within the State of Kansas, the
Federal Reserve Bank of Kansas City, or the Federal Home Loan Bank of Topeka, except during
designated “peak periods” when required coverage is 50%. All deposits were legally secured at
June 30, 2011.

At year-end the carrying amount of the Service Center’'s deposits, including certificates of deposit,
was $18,267,072. The bank balance was $21,079,471. The difference between the carrying
amount and the bank balance is outstanding checks and deposits in transit. The bank balance
was held by various banks and the Kansas Investment Pool. Of the bank balance $1,825,250
was covered by FDIC insurance, $19,254,220 was collateralized by pledged securities held by the
pledging financial institution’s agent in the Service Center’'s name.

Custodial credit risk — investments. For an investment, this is the risk that, in the event of the
failure of the issuer or counter party, the Service Center will not be able to recover the value of its
investments or collateral securities that are in the possession of an outside party. State statutes
require investments to be adequately secured.

At June 30, 2011, the Service Center had invested $522,211 in the State’s municipal investment
pool. The municipal investment pool is under the oversight of the Pooled Money Investment
Board. The board is comprised of the State Treasurer and four additional members appointed by
the State Governor. The board reports annually to the Kansas legislature. State pooled monies
may be invested in direct obligations of, or obligations that are insured as to principal and interest,
by the U.S. government or any agency thereof, with maturities up to four years. No more than ten
percent of those funds may be invested in mortgage-backed securities. In addition, the State pool
may invest in repurchase agreements with Kansas banks or with primary government securities
dealers.

NOTE D - DEFINED BENEFIT PENSION PLAN

Plan Description. Southeast Kansas Education Service Center participates in the Kansas Public
Employees Retirement System (KPERS), a cost-sharing muitiple-employer defined benefit
pension plan as provided by K.S.A. 74-4901, et seq. KPERS provides retirement benefits, life
insurance, disability income benefits, and death benefits. Kansas law establishes and amends
benefit provisions. KPERS issues a publicly available financial report that includes financial
statements and required supplementary information. That report may be obtained by writing to
KPERS (611 S. Kansas, Suite 100, Topeka, KS 66603) or by calling 1-888-275-5757.
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SOUTHEAST KANSAS EDUCATION SERVICE CENTER
GIRARD, KANSAS

NOTES TO THE FINANCIAL STATEMENTS

June 30, 2011

Funding Policy. K.S.A. 74-4919 establishes the KPERS member-employee contribution rate of
4% of covered salary. Member-employees’ contributions are withheld by their employer and paid
to KPERS according to the provisions of section 414(h) of the Internal Revenue Code. The State
of Kansas is required to contribute the remaining amount necessary to achieve the actuarially
determined contribution rate. Kansas currently contributes 9.17% of covered payroll. These
contribution requirements are established by KPERS and periodically revised. Kansas’
contributions to KPERS for all Kansas public school employees for the years ending June 30,
2011, 2010, and 2009 were $253,834,044, $248,468,186 and $242,277,363, respectively, equal
to the required contributions for each year as set forth by the State Legislature.

NOTE E —~ OTHER POST EMPLOYMENT BENEFITS

Under the Consolidated Omnibus Budget Reconciliation Act (COBRA), the Service Center makes
health care benefits available to former employees and eligible dependents. Certain requirements
are outlined by the federal government for this coverage. The premium is paid in full by the
insured. There is no cost to the Service Center under this program.

NOTE F — FLEXIBLE BENEFIT PLAN (I.R.C. SECTION 125)

The Board adopted a salary-reduction flexible benefit plan under Section 125 of the Internal
Revenue Code. All full time employees of the Center are eligible to participate in the plan
beginning the first day of the month following employment. Each employee may elect to reduce
his or her salary to purchase benefits through the plan. Currently benefits offered through the plan
involve health, dental, and vision insurance, childcare expenses and unreimbursed medical

expenses.

NOTE G — ADDITIONAL RETIREMENT PLANS OPTIONS

Voluntary 403(b) investment accounts are available to all employees. Voluntary contributions may
be made to employee accounts under one or more of the approved providers within the limits of
the Internal Revenue Service. A discretionary employer match is available upon employment
through Security Benefit. A vesting schedule is applicable to the employer match account.

NOTE H - COMPENSATED ABSENCES — EMPLOYEE VACATION AND SICK PAY

1. Personal Leave — Staff members working at least 100 to 159 days per year shall be entitled to
one day, 160 days to 219 days per year shall have 2 days, and 220 days to 261 days per year
shall have 3 days. A day is defined as 7 hours for this purpose.




SOUTHEAST KANSAS EDUCATION SERVICE CENTER
GIRARD, KANSAS

NOTES TO THE FINANCIAL STATEMENTS

June 30, 2011

2. Sick Leave — All employees working 1,004 hours or more per year are credited with a
calculated amount of hours of sick leave per month worked. Sick leave hours are computed
according to individual contract hours up to a maximum of 96 hrs/year or 12 days. Sick leave is
credited at the end of the pay period. To be eligible to earn sick leave for any month, employees
must have worked or have had paid leave to cover at least 1/12 of their contracted working hours
during the previous pay period. Thus, employees in a given pay period having “without-pay” days
may not earn a day of sick leave unless they have worked or been paid for at least 1/12 of their
contract during the month.

3. Vacations — Employees at special school sites will follow the vacation schedule specified in
their local site calendars. Non-certified personnel employed in the Greenbush central office on a
12-month basis shall be granted five working days of vacation each year. After three years of
employment, the five days shall be increased to 10 days; and after eight years, to 15 days.
Vacations may accumulate to 20 days but must be taken or lost after that accumulation.

Part-time and temporary employees are not eligible for vacation pay. Employees qualified to earn
vacation leave shall be paid for accrued vacation time at the employee’s regular daily rate of pay
upon ceasing employment with the Center.

An employee who moves from full time employment to part time (i.e. less than 32 hours per week),
and who has accrued earned vacation time, will not lose that time when reducing employment to
part time. The individual will no longer earn vacation time but will be allowed to use the hours of
vacation time previously accrued.

The liability for accrued vacation and sick pay is not reflected on the financial statements. Neither
the actual or estimated liability was available at June 30, 2011. The cost of vacation and sick pay
are recognized as expenditures when paid.

NOTE | — INTERFUND TRANSFERS

SEE PAGES 32 and 33.

NOTE J — RISK MANAGEMENT

The Service Center is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets; errors and omissions; and natural disasters for which the Service Center
carried commercial insurance. Settlements of claims have not exceeded coverage during the past
three fiscal years.

30



SOUTHEAST KANSAS EDUCATION SERVICE CENTER
GIRARD, KANSAS

NOTES TO THE FINANCIAL STATEMENTS

June 30, 2011

NOTE K- USE OF ESTIMATES

The preparation of statutory based financial statements required management to make estimates
and assumptions that affect the reported amounts of expenditures during the audit period,
encumbrances outstanding and disclosure of contingencies at the end of the audit period.
Accordingly, actual results could differ from those estimates.

NOTE L — LONG TERM DEBT AND CAPITAL LEASES

During the year ended June 30, 2011, no long-term debt was outstanding.

NOTE M — RELATED PARTY TRANSACTIONS

During the year ended June 30, 2011, the Southeast Kansas Education Service Center made
payments to the Center for Learning Tree Institute for processing fees in the amount of $945,781.
The Southeast Kansas Education Service Center received payments from the Center for Learning
Tree Institute primarily for administrative and contract services in the amount of $1,379,829.
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SOUTHEAST KANSAS EDUCATION SERVICE CENTER

GIRARD, KANSAS

NOTES TO FINANCIAL STATEMENTS

June 30, 2011

SCHEDULE OF TRANSFERS

NOTE G - INTERFUND TRANSFERS

Fund Transfer Transfer
Number Description Expenditure Revenue

01 Administration - $ 1,158,125
03 Technology Support 215,000
05 Technology Media 135,757
08 General Fund 1,998,000 225,000
08 Administrative Services 11,422
14 Consortium Accounts 384,649 431,302
19 Capital Project Fund 600,000
20 Eudora Facilities 12,955
23 Dickinson Co ICC 399
29 Greenbush Connect 24,432 75,000
31 Reserve for Office Supplies 628,289 312,787
33 Employee Benefits 63,000
36 Facilities/Grounds Upkeep 130,000
46 Leadership Institute 2,026

48 Andover TAH 65,898 27,135
49 School Leadership 24,616 64,148
53 IDL Interactive Distance Lear 203,000
57 Topeka Juvenile Correction 11 43,075
58 Topeka Juvenile Correction 10 261,706

59 KJCC WIA Grant 12,700

61 MSO Multi-District 30,072 4,051
63 SPS Special Projects 110,000

64 MSP Multi District 7,946
65 Math Training 4,201
83 Woodson County FY 11 816
88 FLAP Grant 9,853 90,825
92 Kansas TTAP project 11,333
A2 Pony Express Learning Center CLC 97,884 97,858
A4 C & T Education - Administration 59,862 34,071
B3 Linn County Coalition 2,194

B6 Linn County Coalition 2,937
B9 Contract Service for EETT 25,000
BB Macs Division 20,000
C1 Title | TUCF FY 10 37,072

D1 Parsons St Hospital & Training 55,739

D2 Cooperative Purchasing 375,218 448,758
D8 APIP FY 11 Grant 14,157
E3 APIP FY 10 Grant 258

E4 Special Purpose School PSH 6,363
E5 Parsons Day School 49,376
G6 Peoria Street Learning Center CLC 24,535 79,140
H1 Title Il - KICC FY 11 3,143
H4 Tech for Students Disabilities 60,757

H7 Migrant Family Literacy FY 11 13,422
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SOUTHEAST KANSAS EDUCATION SERVICE CENTER
GIRARD, KANSAS

NOTES TO FINANCIAL STATEMENTS
June 30, 2011

SCHEDULE OF TRANSFERS

NOTE G - INTERFUND TRANSFERS

Fund Transfer Transfer
Number Description Expenditure Revenue
J2 Title VI-B ldea KICC ARRA FY10 49
J4 Title VI-B ldea-KJCC FY 10 1,554
J8 DOC-Intake Assessment Center 7,086 10,866
K2 Infant Toddler Project 100,000
L6 Title | KICC FY 11 23,029
M7 Kansas Dept of Correction 10,629
N2 Science Center 150,000
N5 TLC - Olathe 67,793
N7 Staff Development Services 4,652
N8 KVC 161,168 132,168
P1 Cherokee SIP Contract 2,689
PC KEEB 38,237
PE KDOC Title | 8,206 14,728
PK Health Trust Admin 528,587 260,376
PR Virtual Prescriptive Learning 172,850
Q4 USD 446 KS Early FY 11 6,407
Q5 USD 446 KS Early FY 10 7,108
R1 Drop-out Recover Admin 380,219 401,092
R3 OWDS Evaluator 2,287 152
R6 Girard JDC Title IN & D 1,267 17,114
R8 Juvenile Dentention Ctr - Girard 18,406 40,797
RH Work Keys Budget 4,238 9,968
RI DOL KDOC Grant 54,930
RN Cornerstone CL.C 26,119 88,018
S1 Douglas County Jail 13,110
52 Freedom Ed Center/Topeka CLC 4,806
S3 Lyndon CLC 48,472 83,023
S4 Geary Co Learning Ctr CLC
S7 Future Visions CLC
S9 Step Up/ Olathe CLC
SB Quest CLC
SC Step Up ll/Johnson Co CLC
SF 21st Century Education Ctr 26,425 11,126
T1 KDOC Ed Services Administration 195,484 205,052
B KDOC Reimbursement 48,304 32,998
TC KDOC Denture 10,769
TG BCCC Contracts 537
SK2  ARRA Parsons Birth-3 5,819
3 6,162,987 $ 6,162,987

33



YERKES & MICHELS, CPA, LLC

John D. Carroll, CPA CERTIFIED PUBLIC ACCOUNTANTS
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS 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

Board of Education

Southeast Kansas Education Service Center
P.O. Box 189

Girard, KS 66743

We have audited the statutory basis financial statements of Southeast Kansas Education
Service Center, Girard, Kansas, as of and for the year ended June 30, 2011, and have
issued our report thereon dated March 19, 2012. 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, and the Kansas Municipal Audit Guide.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Center’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the Center’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the Center’s internal
control over financial reporting.

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.

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

P.O. Box 707 208 E. Laurel 620-331- - -
Independence, KS 67301 o ek £20-331-0612
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Center’s statutory basis
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
object of our audit and, accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

We noted certain other matters that we reported to management of the Center in a separate
letter dated March 19, 2012.

This report is intended solely for the information and use of the Board of Education of the
Southeast Kansas Education Service Center, Girard, Kansas, management, federal
awarding agencies and pass through entities and for filing with the State of Kansas, Division
of Accounts and Reports and is not intended to be and should not be used by anyone other
than these specified parties. However, this report is a matter of public record and its
distribution is not limited.

Utibsra & T ket

YERKES & MICHELS, CPA, LLC

March 19, 2012
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS ON COMPLIANCE
WITH REQUIREMENTS THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

Randy Hoffman

Independent Auditor's Report

Board of Education

Southeast Kansas Education Service Center
P.O. Box 189

Girard, KS 66743

Compliance

We have audited Southeast Kansas Education Service Center, Girard, Kansas’s compliance
with the types of compliance requirements described in the U.S. Office of Management and
Budget (OMB) Circular A-133 Compliance Supplement that could have a direct and material
effect on each of its major federal programs for the year ended June 30, 2011. The Center'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 Center’'s management. Our responsibility is to
express an opinion on the Center'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, and the Kansas Municipal Audit Guide. 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 Center'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 on the Center's compliance with those
requirements.

In our opinion, Southeast Kansas Education Service Center, Girard, Kansas, complied, in all
material respects, with the compliance requirements referred to above that could have a
direct and material effect on each of its major federal programs for the year ended June 30,

2011.

P.O. Box 707 208 E. Laurel 620- - - -
lndependence, KS 67301 0-331 4@8\9\;&/){;}1532?3;% 331-0612
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Internal Control Over Compliance

The management of Southeast Kansas Education Service Center, Girard, Kansas, is
responsible for establishing and maintaining effective internal control over compliance with
requirements of laws, regulations, contracts and grants applicable to federal programs. In
planning and performing our audit, we considered the Center's internal control over
compliance with requirements that could have a direct and material effect on a major federal
program to determine the auditing procedures for the purpose of expressing our opinion on
compliance and to test and report on internal control over compliance in accordance with
OMB Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of
internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the Center’s internal control over compliance.

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

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

This report is intended solely for the information and use of the Board of Education of
Southeast Kansas Education Service Center, Girard, Kansas, management, and federal
awarding agencies and pass-through entities and for filing with the State of Kansas, Division
of Accounts and Reports and is not intended to be and should not be used by anyone other
than these specified parties. However, this report is a matter of public record and its

distribution is not limited.
vo €7 Y hedets)
YERKES & MICHELS, CPA, LLC

March 19, 2012
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SOUTHEAST KANSAS EDUCATION SERVICE CENTER
GIRARD, KANSAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended June 30, 2011

Section | - Summary of Auditor's Results

Financial Statements
Type of auditor’s report issued: Unqualified

Internal control over financial reporting:

e Material weakness(es) identified? _____yes _ X _no

» Significant deficiency(ies) identified? _____yes _X no
Noncompliance material to financial

statements noted? _____yes _X _no
Federal Awards

Internal control over major programs:
o Material weakness(es) identified? yes X _no

» Significant deficiency(ies) identified? yes X__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 Section 510(a)
of OMB Circular A-1337? yes X _no

Identification of major program:

CFDA Numbers Name of Federal Program or Cluster

84.363 School Leadership KAN-LEAD

84.011 Migrant Education Program Title I,
Part C

84.048 Career and Technical Education
(Perkins Title IV)

84.181 and 84.393 Early Intervention Services IDEA
Cluster

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

Auditee qualified as low risk auditee? yes X__no

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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SOUTHEAST KANSAS EDUCATION SERVICE CENTER
GIRARD, KANSAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended June 30, 2011

Section |l — Financial Statement Findings

No matters reported.

Section |ll = Federal Award Findings and Questioned Costs

School Leadership KAN-LEAD — CFDA #84.363
No matters reported.

Migrant Education Program Title |, Part C — CFDA #84.011
No matters reported.

Career and Technical Education (Perkins Title IV) — CFDA #84.048
No matters reported.

Early Invention Services IDEA Cluster — CFDA #84.181 and #84.393

No matters reported.

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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SOUTHEAST KANSAS EDUCATION SERVICE CENTER
GIRARD, KANSAS
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
For the Year Ended June 30, 2011

There were no prior year audit findings. No prior audit findings remain unresolved.

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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