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INDEPENDENT AUDITOR'S REPORT

Executive Director and Operational Board
North DuPage Special Education Cooperative
Roselle, Illinois

Report on the Financial Statements

We have audited the accompanying modified cash basis financial statements of the governmental
activities, the major fund, and the aggregate remaining fund information of North DuPage Special
Education Cooperative as of and for the year ended June 30, 2019, and the related notes to the financial
statements, which collectively comprise the Cooperative'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 the modified cash basis of accounting described in Note I; this includes determining that
the modified cash basis of accounting is an acceptable basis for the preparation of the financial statements
in the circumstances. Management is also responsible for the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of the financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor’s 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 from 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 auditor’s 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.
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Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective modified cash basis financial position of the governmental activities, the major fund, and the
aggregate remaining fund information of North DuPage Special Education Cooperative as of June 30,
2019, and the respective changes in modified cash basis financial position thereof for the year then ended
in accordance with the modified cash basis of accounting described in Note I.

Basis of Accounting 

We draw attention to Note I of the financial statements, which describes the basis of accounting. The
financial statements are prepared on the modified cash basis of accounting, which is a basis of accounting
other than accounting principles generally accepted in the United States of America. Our opinions are not
modified with respect to this matter.

Other Matters

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise North DuPage Special Education Cooperative’s basic financial statements. The combining and
individual fund financial statements and schedules, schedule of expenditures, and other information
(management’s discussion and analysis and other information section) are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by Title 2 U.S.
Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards, and is also not a required part of the basic financial statements. 

The combining and individual fund financial statements and schedules, schedule of expenditures, and
schedule of expenditures of federal awards are the responsibility of management and were derived from
and relate 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
and individual fund financial statements and schedules, schedule of expenditures, and schedule of
expenditures of federal awards are fairly stated in all material respects in relation to the basic financial
statements as a whole on the basis of accounting described in Note I.

The management’s discussion and analysis and other information section have not been subjected to the
auditing procedures applied in the audit of the basic financial statements, and, accordingly, we do not
express an opinion or provide any assurance on such information.
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We also have previously audited, in accordance with auditing standards generally accepted in the United
States of America, North DuPage Special Education Cooperative's modified cash basis basic financial
statements for the year ended June 30, 2018, which are not presented with the accompanying financial
statements and we expressed unmodified opinions on the respective financial statements of the
governmental activities, the major fund, and the aggregate remaining fund information. That audit was
conducted for the purpose of forming opinions on the financial statements that collectively comprise North
DuPage Special Education Cooperative's basic financial statements as a whole. The individual fund
financial statements and schedules for the year ended June 30, 2018 are presented for purposes of
additional analysis and are not a required part of the basic 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 June 30, 2018 basic financial statements. The information has been
subjected to the auditing procedures applied in the audit of those 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 June 30, 2018 individual fund financial
statements and schedules are fairly stated in all material respects in relation to the basic financial
statements from which they have been derived.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 4, 2019,
on our consideration of North DuPage Special Education Cooperative'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 solely 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 effectiveness of North DuPage Special Education Cooperative's 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 North DuPage Special Education
Cooperative's internal control over financial reporting and compliance.

Orland Park, Illinois 
October 7, 2019
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NORTH DUPAGE SPECIAL EDUCATION COOPERATIVE
NOTES TO BASIC FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2019

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Description of Government-wide Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement of
activities) report information on all of the nonfiduciary activities of the Cooperative.
Governmental activities are generally supported by intergovernmental revenues and other nonexchange
transactions.

B. Reporting Entity

The Cooperative, governed by the Operational Board, provides special education services to its nine
member school districts. 

These financial statements include the Cooperative and its component units, entities for which the
Cooperative is considered to be financially accountable. At June 30, 2019, no entities were considered
component units of the Cooperative. At June 30, 2019, the Cooperative was not considered a component
unit of any other entity.

C. Basis of Presentation - Government-wide Financial Statements

While separate government-wide and fund financial statements are presented, they are interrelated. The
governmental activities incorporate data from the governmental funds. Separate financial statements are
provided for governmental funds. 

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements. 

D. Basis of Presentation - Fund Financial Statements

The fund financial statements provide information about the Cooperative's funds. The emphasis of fund
financial statements is on major governmental funds. Major individual governmental funds are reported as
separate columns in the fund financial statements. All remaining governmental funds are aggregated and
reported as nonmajor funds. 

The Cooperative reports the following major governmental fund:

The General Fund is the Cooperative's primary operating fund. It is comprised of two subfunds: the
Educational Fund and the Operations and Maintenance Fund. These funds account for activities that
are not specifically accounted for in another fund.
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NORTH DUPAGE SPECIAL EDUCATION COOPERATIVE
NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2019

The Cooperative has the following nonmajor governmental fund:

Special revenue fund

This fund type is used to account for the proceeds of specific revenue sources that are restricted by
law or administrative action to expenditure for specific purposes other than debt service or capital
projects. The Cooperative's nonmajor special revenue fund is the Transportation Fund.

During the course of operations, the Cooperative has activity between funds for various purposes. In the
fund financial statements any residual balances outstanding at year end are reported as due from/to other
funds and advances to/from other funds.

Further, certain activity occurs during the year involving transfers of resources between funds. In the fund
financial statements these amounts are reported at gross amounts as transfers in/out.

E. Measurement Focus and Basis of Accounting 

Measurement focus is a term used to describe what transactions or events are recorded within the various
financial statements. Basis of accounting refers to when and how transactions or events are recorded,
regardless of the measurement focus applied.

1. Measurement Focus

In the government-wide statement of net position and statement of activities, governmental activities are
presented using the economic resources measurement focus, within the limitations of the modified cash
basis of accounting. The accounting objectives of this measurement focus are the determination of net
(expense) revenue, change in net position, and net position. All assets and liabilities (whether current or
noncurrent or financial or nonfinancial) associated with their activities are generally reported within the
limitations of the modified cash basis of accounting.

Governmental funds utilize a current financial resources measurement focus within the limitations of the
modified cash basis of accounting. Only current financial assets and liabilities are generally included on
their balance sheets. Their operating statements present sources and uses of available spendable financial
resources during a given period. These funds use fund balance as their measure of available spendable
financial resources at the end of the period.

2. Basis of Accounting

The financial statements are presented on the modified cash basis of accounting, which is a basis of
accounting other than accounting principles generally accepted in the United States of America (GAAP) as
established by the Governmental Accounting Standards Board. This basis of accounting involves
modifications to the cash basis of accounting to report in the statements of net position or balance sheets
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NORTH DUPAGE SPECIAL EDUCATION COOPERATIVE
NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2019

cash transactions or events that provide a benefit or result in an obligation that covers a period greater than
the period in which the cash transaction or event occurred. Such reported balances include investments,
interfund receivables and payables, capital assets and related depreciation, and short-term and long-term
liabilities arising from cash transactions or events.

This modified cash basis of accounting differs from GAAP primarily because certain assets and their
related revenues (such as accounts receivable and revenue for billed or provided services not yet collected
and other accrued revenue and receivables) and certain liabilities and their related expenses or
expenditures other than payroll costs (such as accounts payable and expenses/expenditures for goods or
services received but not yet paid and other accrued expenses, expenditures and liabilities) are not
recorded in these financial statements. Payroll costs incurred but unpaid as of year-end are recorded as
payroll liabilities and recognized as an expense/expenditure of the current school year. In addition, certain
other economic assets and liabilities that do not arise from a cash transaction or event are not reported, and
the measurement of reported assets and liabilities does not involve adjustment to fair value.

If the Cooperative utilized the basis of accounting recognized as generally accepted in the United States of
America, the governmental fund financial statements would use the modified accrual basis of accounting.
The government-wide financial statements would be presented on the accrual basis of accounting.

F. Assets, Liabilities and Net Position/Fund Balance

1. Cash and Investments

The Cooperative's investments are carried at cost. The Illinois statutes authorize the Cooperative to invest
in U.S. government, state of Illinois and municipal securities; certificates of deposit or time savings
deposits insured by the FDIC; mortgage notes, bonds or debentures issued by the Federal Housing
Administration; bonds and other obligations of the Federal Housing Finance Administration; certain short-
term obligations of U.S. corporations; and external investment pools.

Cash and investments of the Cooperative are pooled into a common pooled account in order to maximize
investment opportunities. Each fund whose monies are deposited into the pooled account has equity
therein, and interest earned on the investment of these monies is allocated based upon relative equity at
month end. An individual fund's equity in the pooled account is available upon demand and is considered
to be a cash equivalent when preparing these financial statements. Each fund's portion of the pool is
displayed on its respective balance sheet as "equity in pooled cash and investments." In addition, non-
pooled cash and investments are separately held and reflected in the respective funds as "cash" and
"investments." 

2. Capital Assets

The Cooperative’s modified cash basis of accounting reports capital assets (land, buildings, leasehold
improvements, equipment, and land improvements) resulting from cash transactions or certain events and
reports depreciation, when appropriate. The accounting treatment over capital assets depends on whether
they are reported in the government-wide or fund financial statements.

10



NORTH DUPAGE SPECIAL EDUCATION COOPERATIVE
NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2019

Capital assets reported in the government-wide financial statements are defined by the Cooperative as
assets with an initial, individual cost of more than $1,000 and an estimated useful life in excess of one
year. As the Cooperative constructs or acquires additional capital assets each period, they are capitalized
and reported at historical cost. The reported value excludes normal maintenance and repairs which are
essentially amounts spent in relation to capital assets that do not increase the capacity or efficiency of the
item or increase its estimated useful life. Donated capital assets are recorded at their estimated fair value at
the date of donation.

Major outlays for capital assets and improvements are capitalized as projects are constructed.

Depreciation of all exhaustible capital assets is recorded as an allocated expense in the statement of
activities, with accumulated depreciation reflected in the statement of net position. Depreciation is
provided over the assets’ estimated useful lives using the straight-line method of depreciation. The range
of estimated useful lives by type of asset is as follows:

Assets Years

Buildings and land improvements 20-50
Equipment 5-20
Leasehold improvements 20

In the fund financial statements, capital assets acquired for use in governmental fund operations are
accounted for as expenditures of the governmental fund upon acquisition. 

3. Long-term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are reported
as liabilities in the statement of net position. Long-term debt includes installment loans and capital note
obligations.

In the fund financial statements, long-term debt is not reported as a liability. The face amount of debt
issued is reported as an other financing source and principal repayments are reported as expenditures.

4. Net Position Flow Assumption

Sometimes the Cooperative will fund outlays for a particular purpose from both restricted (e.g., restricted
bond or grant proceeds) and unrestricted resources. In order to calculate the amounts to report as restricted
net position and unrestricted net position in the government-wide financial statements, a flow assumption
must be made about the order in which the resources are considered to be applied.

It is the Cooperative's policy to consider restricted net position to have been depleted before unrestricted
net position is applied.

11



NORTH DUPAGE SPECIAL EDUCATION COOPERATIVE
NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2019

5. Fund Balance Flow Assumptions

Sometimes the Cooperative will fund outlays for a particular purpose from both restricted and unrestricted
resources (the total of committed, assigned, and unassigned fund balance). In order to calculate the
amounts to report as restricted, committed, assigned, and unassigned fund balance in the governmental
fund financial statements a flow assumption must be made about the order in which the resources are
considered to be applied. It is the Cooperative's policy to consider restricted fund balance to have been
depleted before using any of the components of unrestricted fund balance. Further, when the components
of unrestricted fund balance can be used for the same purpose, committed fund balance is depleted first,
followed by assigned fund balance. Unassigned fund balance is applied last.

6. Fund Balance Policies

Fund balance of governmental funds is reported in various categories based on the nature of any
limitations requiring the use of resources for specific purposes. The Cooperative itself can establish
limitations on the use of resources through either a commitment (committed fund balance) or an
assignment (assigned fund balance).

The committed fund balance classification includes amounts that can be used only for the specific
purposes determined by a formal action of the Cooperative's highest level of decision-making authority.
The Operational Board is the highest level of decision-making authority for the Cooperative that can, by
adoption of a resolution prior to the end of the fiscal year, commit fund balance. Once adopted, the
limitation imposed by the resolution remains in place until a similar action is taken (the adoption of
another resolution) to remove or revise the limitation.

Amounts in the assigned fund balance classification are intended to be used by the Cooperative for specific
purposes but do not meet the criteria to be classified as committed. The Operational Board may, by
resolution, authorize an individual to assign fund balance. The Operational Board has not adopted such a
resolution. The Operational Board may also assign fund balance as it does when appropriating fund
balance to cover a gap between estimated revenue and appropriations in the subsequent year’s appropriated
budget. Unlike commitments, assignments generally only exist temporarily. In other words, an additional
action does not normally have to be taken for the removal of an assignment. Conversely, as discussed
above, an additional action is essential to either remove or revise a commitment.

G. Program Revenues 

Amounts reported as program revenues include 1) charges to entities or individuals that purchase, use, or
directly benefit from goods, services, or privileges provided by a given function or segment and 2) grants
and contributions that are restricted to meeting the operational or capital requirements of a particular
function or segment. 

12



NORTH DUPAGE SPECIAL EDUCATION COOPERATIVE
NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2019

H. Estimates

Management uses estimates and assumptions in preparing financial statements. Those estimates and
assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent assets and
liabilities, and the reported revenues and expenses/expenditures. Actual results could differ from those
estimates.

I. Comparative Data

Comparative data for the prior year have been presented in the combining and individual fund financial
statements and schedules in order to provide an understanding of the changes in the financial position and
operations of these funds.

II. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

A. Budgetary Information

The budget is prepared on the modified cash basis of accounting for all governmental funds, which is an
acceptable method as prescribed by the Illinois State Board of Education, and is the same basis that is used
for financial reporting.  This allows for comparability between budget and actual amounts. 

The budget appropriations lapse at the end of each fiscal year. The Cooperative does not utilize an
encumbrance system. The Cooperative follows these procedures in establishing the budgetary data
reflected in the financial statements.

1. The administration submits to the Operational Board a proposed operating budget for the fiscal
year commencing July 1. The operating budget includes proposed expenditures and the means of
financing them.

2. Prior to September 30, the budget is legally adopted through passage of a resolution.

3. The Executive Director is authorized to transfer up to 10% of the total budget between
departments within any fund; however, any revisions that alter the total expenditures of any fund
must be approved by the Operational Board. The level of control (level at which expenditures
may not exceed budget/appropriations) is the fund.

4. Formal budgetary integration is employed as a management control device during the year.

5. The Operational Board may amend the budget by the same procedures required of its original
adoption. 

13



NORTH DUPAGE SPECIAL EDUCATION COOPERATIVE
NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2019

B. Excess of Expenditures over Budget

The following fund had an excess of actual expenditures over the budgeted amount for the year ended June
30, 2019:

Fund Budget Actual Variance

General subfund:
Educational Fund $ 15,814,486 $ 18,306,877 $ (2,492,391)

The overexpenditure in the Educational Fund was funded by greater than anticipated revenues and
available fund balance. 

III. DETAILED NOTES ON ALL ACTIVITIES AND FUNDS

A. Deposits and Investments

Deposits

Custodial credit risk for deposits is the risk that, in the event of a bank failure, the Cooperative's deposits
might not be recovered. The Cooperative does not have a deposit policy for custodial credit risk. At June
30, 2019, $2,213,338 of the Cooperative's bank balances of $2,807,017 was exposed to custodial credit risk
and classified as follows:

Uninsured and collateralized with securities held by the pledging financial
institutions $ 2,213,338

Investments

The Cooperative had the following investments as of June 30, 2019:

Average Weighted
Credit Average

Quality/ Days to
Type of Investment Cost Ratings (1) Maturity (2)

Pooled investments (3):
Certificates of deposit $ 487,200 N/A < 1

14



NORTH DUPAGE SPECIAL EDUCATION COOPERATIVE
NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2019

(1) Ratings are provided where applicable to indicate associated Credit Risk. N/A indicates not
applicable.

(2) Interest Rate Risk is estimated using weighted average days to maturity.
(3) Pooled cash and investments are reported as equity in pooled cash and investments. Investments in the

pool are not separately reported in the financial statements as ownership of investments cannot be
assigned to individual funds. Therefore, total investments will not agree to the financial statements.

Investment Policies

The Cooperative's investments are subject to the following risks:

Concentration of credit risk is the risk of loss attributed to the magnitude of the Cooperative's
investment in a single issuer. 

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. 

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an
investment.

Custodial credit risk for investments is the risk that, in the event of the failure of the counterparty to a
transaction, the Cooperative will not be able to recover the value of investment or collateral securities
that are in the possession of an outside party.

The Cooperative does not have an investment policy for the above risks.
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NORTH DUPAGE SPECIAL EDUCATION COOPERATIVE
NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2019

B. Capital Assets

Capital asset activity for the year ended June 30, 2019 was as follows:

Beginning   Ending
Balance Increases Decreases Balance

Governmental activities:
Capital assets, not being depreciated:

Land $ 125,920 $ - $ - $ 125,920

Capital assets, being depreciated:
Buildings 3,054,835 7,955 - 3,062,790
Equipment 225,870 20,609 - 246,479
Land improvements 71,232 23,900 24,000 71,132
Leasehold improvements 82,218 - - 82,218

Total capital assets, being depreciated 3,434,155 52,464 24,000 3,462,619

Less accumulated depreciation for:
Buildings (1,090,186) (121,605) - (1,211,791)
Equipment (208,859) (7,381) - (216,240)
Land improvements (60,969) (3,562) (21,000) (43,531)
Leasehold improvements (22,360) (4,112) - (26,472)

Total accumulated depreciation (1,382,374) (136,660) (21,000) (1,498,034)

Total capital assets, being depreciated, 
net 2,051,781 (84,196) (3,000) 1,964,585

Governmental activities capital assets,
net $ 2,177,701 $ (84,196) $ (3,000) $ 2,090,505

Depreciation expense was charged to functions/programs as follows:

Governmental activities:
Instruction $ 123,841
Administration 12,819

Total depreciation expense - governmental 
activities $ 136,660
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NORTH DUPAGE SPECIAL EDUCATION COOPERATIVE
NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2019

C. Interfund Transactions

Transfers from/to other funds:

Transfer from Transfer to Amount

General subfund:
Educational Fund Transportation Fund $ 200,000

Transfers are used to move revenues from the fund that statute or budget requires to collect them to the
fund that statute or budget requires to expend them or to transfer investment earnings from one fund to
another. Transfers are also used to move unrestricted revenues collected in the General Fund to finance
various programs accounted for in other funds in accordance with budgetary authorizations.

D.  Fund Balances

Fund balances were comprised of the following as of June 30, 2019:

Other Total
General Governmental Governmental

Fund Fund Funds

Assigned to:
Amount to be used to eliminate the
subsequent year's budgeted deficit in the
Transportation Fund:

General subfund:
Educational Fund $ 89,359 $ - $ 89,359

Transportation - 170,482 170,482

Amount to be distributed to the original
eight member districts in the event of
dissolution of the Cooperative. 800,000 - 800,000

Total assigned 889,359 170,482 1,059,841

Unassigned 1,029,070 - 1,029,070

Total fund balances $ 1,918,429 $ 170,482 $ 2,088,911
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NORTH DUPAGE SPECIAL EDUCATION COOPERATIVE
NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2019

In accordance with a policy adopted by the Operational Board in fiscal year 2014, the finance committee
recommended $800,000 be retained as fund balance. The retained $800,000 will be memorialized as funds
belonging to the original eight member districts only. In the event of dissolution, the first $800,000 of
liquidated assets would be distributed to the original eight member districts according to the distribution
formula in the joint agreement.  

IV. OTHER INFORMATION

A. Risk Management

The Cooperative is exposed to various risks of loss related to torts; thefts of, damage to and destruction of
assets; errors and omissions; employee medical coverage; and workers' compensation for which the
Cooperative carries commercial insurance. The amount of coverage has not decreased nor have the amount
of settlements exceeded coverage in the current year or any of the past three years.

B. Employee Retirement and Benefit Plans

1. Teachers' Retirement System of the State of Illinois

Plan description. The Cooperative (employer) participates in the Teachers’ Retirement System of the State
of Illinois (TRS). TRS is a cost-sharing multiple-employer defined benefit pension plan that was created by
the Illinois legislature for the benefit of Illinois public school teachers employed outside the city of
Chicago. TRS members include all active nonannuitants who are employed by a TRS-covered employer to
provide services for which teacher licensure is required. The Illinois Pension Code outlines the benefit
provisions of TRS, and amendments to the plan can be made only by legislative action with the Governor’s
approval. The TRS Board of Trustees is responsible for the System’s administration.

TRS issues a publicly available financial report that can be obtained at
https://www.trsil.org/financial/cafrs/fy2018; by writing to TRS at 2815 W. Washington, PO Box 19253,
Springfield, IL 62794; or by calling (888) 678-3675, option 2.

Benefits provided. TRS provides retirement, disability, and death benefits. Tier 1 members have TRS or
reciprocal system service prior to January 1, 2011. Tier 1 members qualify for retirement benefits at age 62
with five years of service, at age 60 with 10 years, or age 55 with 20 years. The benefit is determined by
the average of the four highest years of creditable earnings within the last 10 years of creditable service
and the percentage of average salary to which the member is entitled. Most members retire under a formula
that provides 2.2% of final average salary up to a maximum of 75% with 34 years of service. Disability
and death benefits are also provided.

Tier 2 members qualify for retirement benefits at age 67 with 10 years of service, or a discounted annuity
can be paid at age 62 with 10 years of service. Creditable earnings for retirement purposes are capped and
the final average salary is based on the highest consecutive eight years of creditable service rather than the
last four. Disability provisions for Tier 2 are identical to those of Tier 1. Death benefits are payable under
a formula that is different from Tier 1.
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Essentially all Tier 1 retirees receive an annual 3% increase in the current retirement benefit beginning
January 1 following the attainment of age 61 or on January 1 following the member’s first anniversary in
retirement, whichever is later. Tier 2 annual increases will be the lesser of 3% of the original benefit or
one-half of the rate of inflation beginning January 1 following attainment of age 67 or on January 1
following the member’s first anniversary in retirement, whichever is later.

Public Act 100-0023, enacted in 2017, creates an optional Tier 3 hybrid retirement plan, but it has not yet
gone into effect. The earliest possible implementation date is July 1, 2020. Public Act 100-0587, enacted in
2018, requires TRS to offer two temporary benefit buyout programs that expire on June 30, 2021. One
program allows retiring Tier 1 members to receive a partial lump-sum payment in exchange for accepting a
lower, delayed annual increase. The other allows inactive vested Tier 1 and 2 members to receive a partial
lump-sum payment in lieu of a retirement annuity. Both programs will begin in 2019 and will be funded by
bonds issued by the state of Illinois.

Contributions. The state of Illinois maintains the primary responsibility for funding TRS. The Illinois
Pension Code, as amended by Public Act 88-0593 and subsequent acts, provides that for years 2010
through 2045, the minimum contribution to the System for each fiscal year shall be an amount determined
to be sufficient to bring the total assets of the System up to 90% of the total actuarial liabilities of the
System by the end of fiscal year 2045.

Contributions from active members and TRS contributing employers are also required by the Illinois
Pension Code. The contribution rates are specified in the pension code. The active member contribution
rate for the year ended June 30, 2019 was 9% of creditable earnings. The member contribution, which may
be paid on behalf of employees by the employer, is submitted to TRS by the employer.

On behalf contributions to TRS. The state of Illinois makes employer pension contributions on behalf of
the employer. For the year ended June 30, 2019, state of Illinois contributions recognized by the
Cooperative were based on the state's proportionate share of the collective net pension liability associated
with the Cooperative, and the Cooperative recognized revenue and expenses/expenditures of $2,908,785
in pension contributions from the state of Illinois.

2.2 formula contributions. Employers contribute 0.58% of total creditable earnings for the 2.2 formula
change. The contribution rate is specified by statute. Contributions for the year ended June 30, 2019 were
$25,139.

Federal and special trust fund contributions. When TRS members are paid from federal and special trust
funds administered by the employer, there is a statutory requirement for the employer to pay an employer
pension contribution from those funds. Under Public Act 100-0340, the federal and special trust fund
contribution rate is the total employer normal cost beginning with the year ended June 30, 2018.

Previously, employer contributions for employees paid from federal and special trust funds were at the
same rate as the state contribution rate to TRS and were much higher. 
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For the year ended June 30, 2019, the employer pension contribution was 9.85% of salaries paid from
federal and special trust funds. For the year ended June 30, 2019, salaries totaling $33,930 were paid from
federal and special trust funds that required employer contributions of $3,342.

Employer retirement cost contributions. The employer is required to make a one-time contribution to TRS
for members granted salary increases over 6% if those salaries are used to calculate a retiree’s final
average salary. Additionally, beginning with the year ended June 30, 2019, employers will make a similar
contribution for salary increases over 3% if members are not exempted by current collective bargaining
agreements or contracts.

A one-time contribution is also required for members granted sick leave days in excess of the normal
annual allotment if those days are used as TRS service credit. For the year ended June 30, 2019, the
employer paid $66 to TRS for employer contributions due on salary increases in excess of 6%, $0 for
salary increases in excess of 3% and $0 for sick leave days granted in excess of the normal annual
allotment.

2. Illinois Municipal Retirement Fund

Plan description. The Cooperative's defined benefit pension plan for employees that are not in positions
covered by the Teachers' Retirement System of the State of Illinois provides retirement and disability
benefits, post-retirement increases, and death benefits to plan members and beneficiaries. The
Cooperative's plan is managed by the Illinois Municipal Retirement Fund (IMRF), the administrator of a
multi-employer public pension fund. A summary of IMRF's pension benefits is provided in the "Benefits
Provided" section of this document. Details of all benefits are available from IMRF. Benefit provisions are
established by statute and may only be changed by the General Assembly of the State of Illinois. IMRF
issues a publicly available Comprehensive Annual Financial Report that includes financial statements,
detailed information about the pension plan's fiduciary net position, and required supplementary
information. The report is available for download at www.imrf.org.

Benefits provided. IMRF has three benefit plans. The vast majority of IMRF members participate in the
Regular Plan. The Sheriff’s Law Enforcement Personnel (SLEP) plan is for sheriffs, deputy sheriffs, and
selected police chiefs. Counties could adopt the Elected County Official (ECO) plan for officials elected
prior to August 8, 2011 (the ECO plan was closed to new participants after that date). Employees of the
Cooperative who are eligible to participate in the plan participate in the Regular Plan.

All three IMRF benefit plans have two tiers. Employees hired before January 1, 2011, are eligible for Tier
1 benefits. Tier 1 employees are vested for pension benefits when they have at least eight years of
qualifying service credit. Tier 1 employees who retire at age 55 (at reduced benefits) or after age 60 (at full
benefits) with eight years of service are entitled to an annual retirement benefit, payable monthly for life,
in an amount equal to 1-2/3% of the final rate of earnings for the first 15 years of service credit, plus 2%
for each year of service credit after 15 years to a maximum of 75% of their final rate of earnings. Final rate
of earnings is the highest total earnings during any consecutive 48 months within the last 10 years of
service, divided by 48. Under Tier 1, the pension is increased by 3% of the original amount on January 1
every year after retirement.
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Employees hired on or after January 1, 2011, are eligible for Tier 2 benefits. For Tier 2 employees,
pension benefits vest after 10 years of service. Participating employees who retire at age 62 (at reduced
benefits) or after age 67 (at full benefits) with 10 years of service are entitled to an annual retirement
benefit, payable monthly for life, in an amount equal to 1-2/3% of the final rate of earnings for the first 15
years of service credit, plus 2% for each year of service credit after 15 years to a maximum of 75% of their
final rate of earnings. Final rate of earnings is the highest total earnings during any 96 consecutive months
within the last 10 years of service, divided by 96. Under Tier 2, the pension is increased on January 1 every
year after retirement, upon reaching age 67, by the lesser of:

 3% of the original pension amount, or 

 One-half of the increase in the Consumer Price Index of the original pension amount. 

Employees covered by benefit terms. As of December 31, 2018 the following employees were covered by
the benefit terms:

Retirees or beneficiaries currently receiving benefits 68
Inactive employees entitled to but not yet receiving benefits 131
Active employees 92

Total 291

Contributions. As set by statute, the Cooperative's Regular Plan members are required to contribute 4.5%
of their annual covered salary. The statute requires employers to contribute the amount necessary, in
addition to member contributions, to finance the retirement coverage of its own employees. The
Cooperative's annual contribution rates for calendar years 2019 and 2018 were 4.85% and 9.42%,
respectively. For the fiscal year ended June 30, 2019, the Cooperative contributed $175,095 to the plan.
The Cooperative also contributes for disability benefits, death benefits, and supplemental retirement
benefits, all of which are pooled at the IMRF level. Contribution rates for disability and death benefits are
set by the IMRF Board of Trustees, while the supplemental retirement benefits rate is set by statute. 

3. Teacher Health Insurance Security Fund

The Cooperative (employer) participates in the Teacher Health Insurance Security (THIS) Fund, a cost-
sharing, multiple-employer defined benefit postemployment healthcare plan that was established by the
Illinois legislature for the benefit of retired Illinois public school teachers employed outside the city of
Chicago. The THIS Fund provides medical, prescription, and behavioral health benefits, but it does not
provide vision, dental, or life insurance benefits to annuitants of the Teachers' Retirement System of the
State of Illinois (TRS). Annuitants not enrolled in Medicare may participate in the state-administered
participating provider option plan or choose from several managed care options. Annuitants who are
enrolled in Medicare Parts A and B may be eligible to enroll in a Medicare Advantage plan.
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The State Employees Group Insurance Act of 1971 (5 ILCS 375) outlines the benefit provisions of the
THIS Fund and amendments to the plan can be made only by legislative action with the Governor's
approval. The plan is administered by the Illinois Department of Central Management Services (CMS)
with the cooperation of TRS.  Section 6.6 of the State Employees Group Insurance Act of 1971 requires all
active contributors to TRS who are not employees of the state to make a contribution to the THIS fund.

The percentage of employer required contributions in the future will not exceed 105% of the percentage of
salary actually required to be paid in the previous fiscal year.  

On behalf contributions to the THIS Fund. The state of Illinois makes employer retiree health insurance
contributions on behalf of the employer. State contributions are intended to match contributions to the
THIS Fund from active members which were 1.24% of pay during the year ended June 30, 2019. State of
Illinois contributions were $53,746, and the employer recognized revenue and expenses/expenditures of
this amount during the year. 

Employer Contributions to the THIS Fund. The employer also makes contributions to the THIS Fund. The
employer THIS Fund contribution was 0.92% during the year ended June 30, 2019. For the year ended
June 30, 2019, the employer paid $39,876 to the THIS Fund, which was 100% of the required contribution.

Further information on the THIS Fund. The publicly available financial report of the THIS Fund may be
found on the website of the Illinois Auditor General (http://www.auditor.illinois.gov/Audit-Reports/ABC-
List.asp). The current reports are listed under "Central Management Services"
(http://www.auditor.illinois.gov/Audit-Reports/CMS-THISF.asp). Prior reports are available under
"Healthcare and Family Services" (http://www.auditor.illinois.gov/Audit-Reports/HEALTHCARE-
FAMILY-SERVICES-Teacher-Health-Ins-Sec-Fund.asp).

4. Social Security

Employees not qualifying for coverage under the Teachers' Retirement System of the State of Illinois or
the Illinois Municipal Retirement Fund are considered "nonparticipating employees." These employees and
those qualifying for coverage under the Illinois Municipal Retirement Fund are covered under Social
Security. The Cooperative paid $334,989, the total required contribution for the current year.

C. Operating Leases

The Cooperative leases property under an operating lease agreement. Rent expense for the year ended June
30, 2019 was $61,532.

The Cooperative leases a bus under an operating lease agreement. Rent expense for the year ended June
30, 2019 was $7,729.
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Future minimum lease payments due under these leases in years ending June 30 are as follows:

2020 $ 69,341
2021 61,628
2022 61,628
2023 61,628
2024 61,628
Thereafter 10,271

Total $ 326,124

D. Concentration

Substantially all of the Cooperative's nonmanagement employees are covered by a collective bargaining
agreement. The Cooperative's agreement with the NDSEC Education Association expires in August, 2023.

E.  Subsequent Events  

Management has evaluated subsequent events through October 7, 2019, which is the date the financial
statements were available to be issued.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER
 FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
 IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Executive Director and Operational Board
North DuPage Special Education Cooperative
Roselle, Illinois

We have audited, in accordance with the 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 major fund and the aggregate remaining fund information of North DuPage Special
Education Cooperative as of and for the year ended June 30, 2019, and the related notes to the financial
statements, which collectively comprise North DuPage Special Education Cooperative's basic financial
statements and have issued our report thereon dated October 4, 2019.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered North DuPage Special
Education Cooperative'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 North
DuPage Special Education Cooperative's internal control. Accordingly, we do not express an opinion on
the effectiveness of North DuPage Special Education Cooperative's internal control.

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. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section 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 have not been identified. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. We did identify a certain
deficiency in internal control, described in the accompanying schedule of findings and questioned costs
that we consider to be a significant deficiency (item 2019-001).
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether North DuPage Special Education Cooperative's
financial statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other matters
that are required to be reported under Government Auditing Standards.

North DuPage Special Education Cooperative's Response to the Finding

North DuPage Special Education Cooperative's response to the finding identified in our audit is described
in the accompanying schedule of findings and questioned costs. North DuPage Special Education
Cooperative's response was not subjected to the auditing procedures applied in the audit of the financial
statements and, accordingly, we express no opinion on it.

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 the entity's internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity's internal control and compliance.  Accordingly,
this communication is not suitable for any other purpose.

Orland Park, Illinois 
October 7, 2019
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
 COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

Executive Director and Operational Board
North DuPage Special Education Cooperative
Roselle, Illinois

Report on Compliance for Each Major Federal Program

We have audited North DuPage Special Education Cooperative's compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and material effect on
each of North DuPage Special Education Cooperative's major federal programs for the year ended June 30,
2019. North DuPage Special Education Cooperative's major federal programs are identified in the
summary of auditor's results section of the accompanying schedule of findings and questioned costs.

Management's Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions
of its federal awards applicable to its federal programs.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for each of North DuPage Special Education
Cooperative's major federal programs based on our audit of the types of compliance requirements referred
to above.  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 the audit requirements of
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles,
and Audit Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform
Guidance 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 North DuPage Special Education Cooperative’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 on compliance for each major federal
program.  However, our audit does not provide a legal determination of North DuPage Special Education
Cooperative's compliance.
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Opinion on Each Major Federal Program

In our opinion, North DuPage Special Education Cooperative complied, in all material respects, with the
types of 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, 2019.

Report on Internal Control over Compliance

Management of North DuPage Special Education Cooperative is responsible for establishing and
maintaining effective internal control over compliance with the types of compliance requirements referred
to above. In planning and performing our audit of compliance, we considered North DuPage Special
Education Cooperative's internal control over compliance with the types of requirements that could have a
direct and material effect on each major federal program to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing an opinion on compliance for each major
federal program and to test and report on internal control over compliance in accordance with the Uniform
Guidance, 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 North DuPage Special
Education Cooperative’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 a 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.  A significant deficiency in
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention by those charged
with governance.

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 material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that have not been identified. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses.  However, we
identified a certain deficiency in internal control over compliance, described in the accompanying schedule
of findings and questioned costs as item 2019-002, that we consider to be a significant deficiency.

North DuPage Special Education Cooperative's response to the internal control over compliance finding
identified in our audit is described in the accompanying schedule of findings and questioned costs.  North
DuPage Special Education Cooperative's response was not subjected to the auditing procedures applied in
the audit of compliance and, accordingly, we express no opinion on the response.
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The purpose of this report on internal control over compliance is solely to describe the scope of our testing
of internal control over compliance and the results of that testing based on the requirements of the Uniform
Guidance.  Accordingly, this report is not suitable for any other purpose.

Orland Park, Illinois
October 4, 2019

46




















