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INDEPENDENT AUDITOR'S REPORT

mE

August 4, 2016

The Honorable Board of Education
Perkins-Tryon School District Number 1-56
Perkins-Tryon, Payne County, Oklahoma

Report on the Financial Statements

We have audited the accompanying combined fund type and account group financial statements—regulatory basis of
the Perkins-Tryon School District Number |-56, Perkins-Tryon, Payne County, Oklahoma (District), as of and for the
year ended June 30, 2016 and the related notes tc the 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
financial reporting provisions of the Oklahoma State Department of Education to meet financial reporting requirements
of the State of Oklahoma; this includes determining that the regulatory 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 financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion 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 o 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 reascnableness 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 abtained is sufficient and appropriate to provide a basis for our audit
opinions.,

Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles

As discussed in Note 1, the financial statements are prepared by the Perkins-Tryon School District Number |-56, on the
basis of the financial reporting provisions of the Oklahoma State Department of Education, which is a basis of
accounting other than accounting principles generally accepted in the United States of America, to comply with the
requirements of the Oklahoma State Department of Education. The effects on the financial statements of the
variances between the regulatory basis of accounting described in Note 1 and accounting principles generally accepted
in the United States of America, afthough not reasonably determined, are presumed tc be material.
Members of American stitute and Oklahoma Society of CPA’s and inpact Americans an Interational Network ol independent accounting firms
Serving Our C,]icnts Since 1960




Adverse Opinion on U.S, Generally Accepted Accounting Principles

In our opinion, because the significance of the matter discussed in the “Basis for Adverse Opinion on U.S. Generally
Accepted Accounting Principies” paragraph, the financia! statements referred to in the first paragraph do not present
fairly, in accordance with accounting principles generally accepted in the United States of America, the financial
position of the Perkins-Tryon School District Number I-56, Perkins-Tryon, Payne County, Oklahoma as of June 30,
2016, the changes in its financial position, or, where applicable, its cash flows for the year then ended

Basjs for Qualified Opinion on Regulatory Basis of Accounting

The financial statements referred to above do not include the general fixed asset account group, which is a departure

from the regulatory basis of accounting prescribed by the Oklahoma State Department of Education. The amount that
should be recorded in the general fixad asset account group is not known,

Qualified Opinion on Regulatory Basis of Accounting

Inour opinion, except for the effects of the matter described in the “Basis for Qualified Opinion on Regulatory Basis of
Accounting” paragraph, the financial statements referred to in the first paragraph present fairly, in all materia) respects,
the assets, liabilities and fund balance arising from regulatory basis transactions of each fund type and account group
of Perkins-Tryon School District Number |-56, Perkins-Tryon, Payne County, Oklahoma, as of June 30, 2018, and the

revenues collected and expenditures paid and encumbered for the year then ended on the regulatory basis of
accounting described in Note 1.

Other Maftters

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
District's basic financial statements. The combining statements—regulatory basis, 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 purpeses of additional analysis as required by Title 2 U.S. Code of Federal Requiations

(CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Fedaral Awards,
and is also not a required part of the basic financial statements.

The combining statements—regulatory basis and the schedule of expendifures 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 stataments. 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 arto
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 statements—regulatory basis and

the schedule of expenditures of federal awards are fairly stated, in all material respects, in relation to the basic financial
statements as a whole arising from regulatory basis transactions.

Other Reporting Required by Government Auditing Standards

in accordance with Government Auditing Standards, we have also issued our report dated August 4, 2016 on our
consideration of the District's internal controf over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts and grant agresments and other matters. The purpose of that report is to
describe the scope of our testing of internal contrel 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. Thatreport is

an integral part of an audit performed in accordance with Government Auditing Standards in considering the District's
internal control over financial reporting and compliance.,

CREW Professional Groug, LI

CBEW PROFESSIONAL GROUP, LLP
Certified Public Accountants
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PERKINS-TRYON SCHOOL DISTRICT NUMBER 1-56
Payne County, Oklahoma

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
BUDGET AND ACTUAL - REGULATORY BASIS

GENERAL FUND
For the Fiscal Year Ended June 30, 2016

Variance with

Budgeted Amounts Final Budget
Original Final Favorable
Budget Budget Actual _({Unfavorable)
Revenues:
Local sources $ 1,916,628 $ 1,916,628 $ 2087188 § 170,560
Intermediate sources 334,746 334,746 447 303 112,557
State sources 5,967,004 5,967,004 5,781,234 (188,770)
Federal sources 662,908 662,908 588,139 (74,769)
Other - - 27,589 27,589
Total revenues 8,681,286 8,881,286 8,931,463 50,177
Expenditures:
Instruction 6,563,976 6,563,976 5,842,740 721,238
Support services 3,000,000 3,000,000 2,962,018 37,082
Non-instructional services - - - -
Capital outlay - - - -
Other outlays : 500 500 441 59
Debt service;
Principal retirement 182,000 182,000 181,145 855
Interest and fiscal agent charges 8,500 8,500 8,094 408
Total expenditures : 9,754,876 9,754,076 8,994 438 750,538
Net change in fund balance {873,690) {873,890) (62,975) 810,715
Adjustments to prior year
encumbrances - - 259 259
Beginning fund balance 873,680 873,690 873,690 -
Ending fund balances 3 - 3 - % 810,974 § 810,974

The accompanying notes are an integral part of these financial statements.
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PERKINS-TRYON SCHOOL DISTRICT NUMBER I-56

Payne County, Oklahoma

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

BUDGET AND ACTUAL - REGULATORY BASIS
SPECIAL REVENUE FUNDS$S

For the Fisca! Year Ended June 30, 2016

Revenues:
Local sources
Intermediate sources
State sources
Federal scurces
Other

Total revenues

Expenditures:
Instruction
Support services
Non-instructional services
Capital outlay
Other outlays
Debt service:
Principal retirement
Interest and fiscal agent charges

Total expenditures
Net change in fund balance

Adjustments to prior year
encumbrances

Beginning fund balance

Ending fund balances

Variance with

Budgeted Amounts Final Budget
Original Final Favorable
Budget Budget Actual (Unfavorable)

535,192 § 635192 § 278,250 $ (256,942)

50,467 50,467 53,886 3,419

301,327 301,327 287,756 (13,571)

- - 277,304 277,304

886,986 886,986 897,196 10,210

308,055 308,055 209,077 08,978

718,856 718,856 668,765 50,091

9,000 9,000 8,087 13
17,500 17,500 17,203 297
4,000 4,000 3,943 57
1,057,411 1,057,411 907,975 149,436

(170,425) (170,425) (10,779) 159,646

170,425 170,425 170,425 -

- % - 3 159,646 $ 158,646

The accompanying notes are an integral part of these financial statements.
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PERKINS-TRYON SCHOOL DISTRICT NUMBER 1-56

Payne County, Oklahoma

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

BUDGET AND ACTUAL - REGULATORY BASIS

DEBT SERVICE FUND
For the Fiscal Year Ended June 30, 2016

Variance with

Budgeted Amounts Final Budget
Original Final Favorable
Budget Budget Actual {Unfavorable)
Revenues:
Local sources $ 1,109,505 $ 1,109,505 $ 1,129,177 $ 19,672
Intermediate sources - - - -
State sources - - 115 115
Other sources - - 21,750 21,750
Total revenues 1,109,505 1,109,505 1,151,042 41,537
Expenditures:
Debt service;
Principal retirement 1,070,000 1,070,000 1,070,000 -
Interest & fiscal agent charges 45119 45119 45,119 -
Total expenditures 1,115,119 1,115,119 1,115,119 -
Net change in fund balance {5,614) (5,614) 35,923 41,537
Beginning fund balance 1,207,562 1,207,562 1,207,562 -
Ending fund balances $ 1,201,948 $ 1,201,948 $ 1,243,485 $ 41,637

The accompanying notes are an integral part of these financia! statements,

7




1.

PERKINS-TRYON SCHOOL DISTRICT NUMBER I-56
Payne County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of the Perkins-Tryon School District Number {-56, Perkins-Tryon, Payne
County, Oklahoma (the “District”) conform to the regulatory basis of accounting, which is another comprehensive basis
of accounting prescribed by the Oklahoma State Department of Education and conforms to the system of accounting
authorized by the State of Oklahoma. Accordingly, the accompanying financial statements are not intended to present
financial position and results of operations in conformity with accounting principles generally accepted in the United

States of America. The District's accounting policies are described in the following notes that are an integral part of the
District's financial statements.

A. Reporting Entity

The District is a corporate bedy for public purpocses created under Title 70 of the Oklahoma Statutes and
accordingly is a separate entity for operating and financial reporting purposes. The District is part of the public
school system of Oklahoma under the general direction and control of the State Board of Education and is

financially dependent on state of Oklahoma support. The general operating authority for the public school system
is the Oklahoma School Code contained in Title 70, Oklahoma Statutes.

The governing body of the District is the Board of Education (Board) composed of five elected members. The
appointed superintendent is the executive officer of the District. The Board, constituting an on-going entity, is the
level of government, which has governance responsibilities over all activities, related to public elementary and
secondary school education within the jurisdiction of the Local Independent School District. The District receives
funding from local, state and federal government sources and must comply with the requirements of these funding
source entities. However, the District is not included in any other governmental "reporting entity" as defined in
Section 2100, Codification of Governmental Accounting and Financial Reporting Standards, since Board members
are elected by the public and have decision making authority, the power to designate management, the
responsibility to significantly influence operations and primary accountability for fiscal matters.

These financial statements present only the activities of the District. There are no component units (entities
considered to be financially accountable to the District}.

B. Measurement Focus

The accounts of the District are organized and operated on the basis of funds and account groups. A fund is an
independent fiscal accounting entity with a self-balancing set of accounts. Fund accounting segregates funds
according to their intended purpose and is used to aid management in demonstrating compliance with finance-
related legal and contractual provisions. The minimum number of funds is maintained consistent with legal and

managerial requirements. The Account Groups are reporting devices to account for certain assets and liabilities of
the governmental funds not recorded directly in other funds.

The District has the following fund types and account groups:

Governmental funds - are used to account for most of the District's general activities, including the collection
and disbursement of earmarked monies {special revenue funds), the acquisition or construction of general
fixed assets (capital projects funds), and the servicing of general long-term debt (debt service funds). Basis
of accounting refers to when revenues and expenditures or expenses are recognized in the accounts and
reported in the financial statements. Basis of accounting relates fo the timing of the measurements made,
regardless of the measurement focus applied. All governmental type funds are accounted for using the
Regulatory (Statutory) basis of accounting. All revenues from all sources, including property taxes,
entitlements, grants, and shared revenues are recognized when they are received rather than earned.




1.

PERKINS-TRYON SCHOOL DISTRICT NUMBER I-56
Payne County, Okiahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Measurement Focus (Continued)

Expenditures are generally recognized when encumbered or reserved rather than at the time the related
liability is incurred. Unmatured interest for debt service is recognized when due and certain compensated
absences and claims and judgments are recognized when the obligations are expected to be liquidated with
expendable available financial resources. Fiduciary type funds are accounted for using the cash basis of
accounting. These practices differ from generally accepted accounting principles.

Governmental funds include the following fund types:

General fund - is the general operating fund of the District. It accounts for all financial resources of the
general government, except those required to be accounted for in another fund. This is a budgeted fund,
and any fund balances are considered as resources available for use. Major revenue sources include
local property taxes and federal and state funding. Expenditures include all costs associated with the daily
operations of the schools except for programs funded for building repairs and maintenance, school
construction, and debt service on bonds and other long-term debt. The General Fund also accounts for
federal and state financed programs where restricted monies must be expended for specific programs.
Project accounting is employed to maintain integrity for the various sources of these funds. The operation
of the District's school cafeteria is reported as part of the General fund and consists of monies derived
from federal and state financial assistance and food sales.

Special Revenue funds - account for revenue sources that are restricted to expenditures for specific
purposes (not including expendable trusts or major capital projects). The special revenue funds are

composed of the District’s Building Fund and Child Nutrition Fund. These are budgeted funds and any
fund balances are considered as resources available for use.

Building fund - consists mainly of monies derived from property taxes levied for the purpose of
erecting, remodeling, repairing, or maintaining sechool buildings and for purchasing furniture,
equipment and computer software to be used on or for schoot district property, for paying energy and
utility costs, for purchasing telecommunications services, for paying fire and casualty insurance

premiums for school facilities, for purchasing security systems, and for paying salaries of security
perscnnel.

Child Nutrition Fund - consists of monies derived from federal and state financial assistance and food
sales. This fund is used to account for the operations of the school cafeteria,

Debt Service fund - consists of the District's Sinking Fund and accounts for the accumulation of financial
resources for servicing of general long-term debt (principal, interest and related costs). This is a budgeted
fund. The primary revenue sources are local property taxes levied specifically for debt service.

Capital Project fund - consists of the District’s Bond Fund and accounts for the proceeds of bond sales
used exclusively for acquiring school sites, constructing and equipping new school facilities, renovating
existing facilities, and the acquisition of transportation equipment.




PERKINS-TRYON SCHOOL. DISTRICT NUMBER I-56
Payne County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2016

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Measurement Focus (Continued)

Fiduciary funds - account for assets held by the District in a trustee capacity or as an agent on behalf of
others.

Agency fund - is custodial in nature and does not present results of operations or has a measurement
focus. Agency funds are accounted for using the cash basis of accounting. These funds are the Schooj
Activities Fund and Lunch Fund used to account for monies collected principally through fundraising
efforts of the students and District-sponsored groups. This is an unbudgeted fund. The administration is
responsible, under the authority of the Board, of collecting, disbursing and accounting for these activity
funds. These funds have no equity, assets are equal to liabilities, and do not include revenues and
expenditures for general operation of the District.

Account groups ~ are not funds and consist of a self-balancing set of accounts used only to establish
accounting control over long-term debt.

General Long-term Debt Account Group - accounts for the outstanding principal balances of alf long-term
debt of the District, which Is offset by the amount available in the debt service fund and the amount to be
provided in future years to complete retirement of the debt principal.

C. Basis of Accounting and Presentation

The District prepares its financial statements in a presentation format that is prescribed by the Oklahoma State
Department of Education. This format is essentially the generally accepted form of presentation used by state and
local governments prior to the effective date of GASB Statement No. 34, Basic Financial Statements-
Management's Discussion and Analysis for State and Local Governments with certain modifications. This format
differs significantly from that required by GASB 34.

The financial statements are essentially prepared on the basis of cash receipts and disbursements modified as
required by the reguiations of the Oklahoma State Department of Education as follows:

* Encumbrances represented by purchase orders, contracts, and other commitments for the

expenditure of monies are recorded as expenditures when approved.

Investments are recorded as assets when acquired.

School supplies are recorded as expenditures and not as inventory assets.

Warrants payable are recorded as liabilities when issued.

Long-term debt is recorded in the General Long-Term Debt Account Group and not in the basic

financial statements.

Compensated absences are recorded as expenditure when paid and not recorded as a tiability,

* Fixed assets are recorded in the General Fixed Asset Account Group and not in the basic
financial statements. Fixed assets are not depreciated.

This regulatory basis of accounting differs from accounting principles generally accepted in the United States of
America, which require revenues to be recognized when they become available and measurable, or when they are
sarned, and expenditures or expenses to be recognized when the related liabilities are incurred for governmental
fund types; and, when revenues are earned.

10




PERKINS-TRYON SCHOOL DISTRICT NUMBER 1-56
Payne County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2016

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Assets, Liabilities, Fund Balance, Revenue and Expenditures

1.

Deposits and Investments

State statutes govern the District’s investment poficy. Permissible investments include direct obligations of the
United States Government and Agencies; certificates of deposit of savings and loan associations, and bank
and trust companies; and savings accounts or savings certificates of savings and loan associations, and trust
companies. Collateral is required for demand deposits and certificates of deposit for all amounts not covered
by federal deposit insurance. Investments are stated at cost. The School District invests entirely in
certificates of deposit, U.S. Treasury Securities, and participates in the Secured Investment Program of
Oklahoma State School Boards Association, as authorized by Oklahoma Statutes Title 62, Section 348,

Fair Value of Financial Instruments

The District's financial instruments inciude cash and investments. The District's estimate of the fair value of all
financial instruments does not differ materially from the aggregate carrying values of its financial instruments
recorded in the accompanying statement of assets, liabilities and fund balances. The carrying amount of these
financial instruments approximates fair value because of the short maturity of these instruments.

Estimates

The preparation of financial staternents in conformity with the regulatory basis of accounting requires
management to make estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

Interfund Transactions

interfund transactions are accounted for as revenues, expenditures or expenses. Transactions that constitute
reimbursements to a fund or expenditures/expenses initially made from it that are properly applicable to
another fund are recorded as expenditures/expenses in the fund that is reimbursed. Non-recurring or non-
routine permanent transfers of equity are reported as residual equity transfers.

Inventories

Inventories consist of minimal amounts of expendable supplies held for consumption. The value of
consumable inventories at year-end is not material to the District's financial statements. The costs of
inventories are recorded as expenditures when encumbered and purchased rather than when consumed.

Fixed Assets

The District has not maintained & record of its general fixed assets, and, accordingly, a General Fixed Asset
Account Group required by the regulatory basis of accounting prescribed by the Oklahoma State Board of
Education is not included in the financial statements. General fixed assets purchased are recorded as
expenditures in the various funds at the time of purchase.
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1.

PERKINS-TRYON SCHOOL DISTRICT NUMBER I-56
Payne County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)
D. Assets, Liabilities, Fund Balance, Revenue and Expenditures (Continued)

7. Compensated Absences

The District provides vacation and sick leave benefits in accordance with Title 70 of the Oklahoma Statutes,
Article 6-104, which provides for annual sick leave and personal business days. District policy allows certified
employees to accumulate such days to a maximum number of days. None of the benefits are payable upon
retirement or death. Accrued vacation and sick leave benefits are not reflected in the financial statements

because such statements are prepared on the regulatory basis of accounting. This practice differs from .

generally accepted accounting principles.

Long-term Obligations

The District reports long-term debt at face value in the genera long-term debt account group. Certain other

lease obligations not expected to be financed with current available financial resources are also reported in the
general iong-term debt account group.

Fund Balance

In the fund financial statements, governmental funds report the hierarchy of fund balances. The hierarchy is
based primarily on the degree of spending constraints placed upon use of resources for specific purposes
versus availability of appropriation. Animportant distinction that is made in reporting fund balance is between
amounts that are considered non-spendable (i.e., fund balance associated with assets that are nof in
spendable form, such as inventories or prepaid items, long-term portions of loans and notes receivable, or
items that are legally required to be maintained intact {such as the corpus of a permanent fund)) and those
that are spendable (such as fund balance associated with cash, investments or receivables).

Amounts in the spendable fund balance category are further classified as restricted, committed, assigned or
unassigned, as appropriate.

Restricted fund balance represents amounts that are constrained either externally by creditors {such as

debt covenants), grantors, contributors or laws or regulations of other govermnments; or by law, through
constitutional provisions or enabling legislation.

Committed fund balance represents amounts that are useable only for specific purposes by formal action
of the government's highest level of decision-making authority. Such amounts are not subject to legal
enforceability (like restricted amounts), but cannot be used for any other purpose unless the government
removes or changes the limitation by taking action similar to that which imposed the commitment

Assigned fund balance represents amounts that are intended to be used for specific purposes, but are
neither restricted nor committed. Intent is expressed by the governing body itself, or a subordinated high-
level body or official who the governing body has delegated the authority to assign amounts to be used for
specific purposes. Assigned fund balances includes all remaining spendable amounts (except negative
balances) that are reported in governmental funds other than the general fund, that are neither resfricted
nor committed, and amounts in the general fund that are intended to be used for specific purpose in
accordance with the provisions of the standard.
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1.

PERKINS-TRYON SCHOOL DISTRICT NUMBER 1-56
Payne County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

D. Assets, Liabilities, Fund Balance, Revenue and Expenditures (Continued)

9.

Fund Bafance {Continued)

Unassigned fund balance is the residual classification for the general fund. It represents the amounts

that have not been assigned to other funds, and that have not been restricted, committed, or assigned to
specific purposes within the general fund.

10. Property Taxes and Other Local Revenues

1.

12,

The District is authorized by state law to levy property taxes, which consist of ad valorem taxes on real and
personal property within the District. The County Assessor, upon receipt of the certification of tax levies from
the County Excise Board, extends the tax levies on the tax roll for submission to the County Treasurer.
Property taxes are levied on November 1 and are due on receipt of the tax bill. The first half of taxes is due
prior to January 1. The second half is due prior to April 1. If the first payment is not made timely, the entire
tax becomes due and payable on January 2. Second half taxes become delinquent on April 1 of the year
following the assessment. If not paid by the following October 1, the property is offered for sale for the amount
of the taxes due. The owner has two years to redeem the property by paying the taxes and penalty owed. If
at the end of two years the owner has not done so, the purchaser is issued a deed to the property, No
provision has been made for uncollected taxes, as all taxes are deemed collectible. Other local sources of
revenues include tuition, fees, rentals, disposals, commissions and reimbursements.

Intermediate Revenues

Revenue from intermediate source is the amount of money from funds collected by an intermediate
administrative unit, or a political subdivision between the district and the state, and distributed to districts in
amounts that differ in proportion to those which were collected within such systems.

State Revenues

Revenues from state sources for current operations are primarily governed by state aid formula under the
provisions of Article XVII, Title 70, Oklahoma Statutes. The State Board of Education administers the
allocation of state aid funds to school districts based on information accumulated from the districts. After
review and verification of reports and supporting documentation, the State Department of Education may
adjust subsequent fiscal period allocations of money for prior year errors disclosed by review. Normally, such
adjustments are treated as reductions or additions of revenue of the year when the adjustment is made.

The District receives revenue from the state to administer certain categorical educational programs, State
Board of Education rules require that revenue earmarked for these programs be expended only for the
program for which the money is provided and require that the money not expended as of the close of the fiscal
year be carried forward into the following year to be expended for the same categorical programs. The State

Department of Education requires that categorical educational pragram revenues be accounted for in the
general fund.
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1.

PERKINS-TRYON SCHOOL DISTRICT NUMBER 1-56
Payne County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Assets, Liabilities, Fund Balance, Revenue and Expenditures (Continued)

13,

14,

15.

16.

17.

Federal Revenues

Federal revenues consist of revenues from the federal government in the form of operating grants or
entittements. An operating grant is a contribution to be used for a specific purpose, activity or facility. A grant
may be received either directly from the federal government or indirectly as a pass through from another
government, such as the state. Entitlement is the amount of payment to which the District is entitled pursuant
to an allocation fermula contained in applicable statutes. The majority of the federal revenues received by the
District are apportioned to the general fund. The District maintains a separate child nutrition fund and the
federal revenues received for the child nutrition programs are apportioned there.

Non-Monetary Transactions

The District receives commodities from the U. S. Department of Agriculture. The value of these commodities
has been included in the Schedule of Expenditures of Federal Awards, however, they have not been reflected
in the combined financial statements as either revenue or expense since they are not reported under the
regulatory basis of accounting.

Memorandum Oaly - Total Columns

Total columns on the combined financial statements are captioned "memorandum only" because they do not
represent consclidated financial information and are presented only to facilitate analysis. The columns da not
present information that reflects financial position or results of operations in accordance with generally
accepted accounting principles. Inter-fund eliminations have not been made in the aggregation of this data.

Comparative Data

Comparative total data for the prior year has been presented in the accompanying financial statements in
order to provide an understanding of changes in the District's assets, liabilities, fund balances, revenues and
expenses. However, complete comparative date (i.e., presentation of prior year totals by fund type in each of
the statements) has not been presented since their inclusion would make the statements unduly complex and

difficult to read. Certain previously reported amounts have been reclassified to conform to current year
classifications.

Resource Use Policy

It is in the District’'s policy for all funds that when an expenditure/expense is incurred for purposes for which
both restricted and unrestricted resources, including fund balances, are available, the District considers
restricted amounts to be spent first before any unrestricted amounts are used. Furthermore, it is the District's
policy that when an expenditure/expense is incurred for purposes for which committed, assigned, or
unassigned resources, including fund balances, are available, the School considers committed amounts to be
spent first, followed by assigned amounts and lastly unassigned amounts,
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PERKINS-TRYON SCHOOL DISTRICT NUMBER 1-56
Payne County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2016

2. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Information

The District is required by state law to prepare an annuat budget. A preliminary budget is submitted to the Board of
Edurcation by December 31 for the fiscal year beginning the following July 1. The electors of the District have voted on
the question to make the ad valorem levy for emergency levy and local support levy permanent; therefore, an annual
mileage election (normally the first Tuesday in February} is not necessary. Under current Oklahoma Statutes, a formal
Estimate of Needs (Budget) is required for all funds except for frust and agency funds. Budgets are presented for all
funds that include the originally approved budgeted appropriations for expenditures and final budgeted appropriations
as adjusted for supplemental appropriations and approved transfers between budget categories. The annual Estimate
of Needs, when approved by the Board and subsequently filed with the County Clerk and approved by the County
Excise Board becomes the legal budget. Supplemental appropriations, if required, were made during the year and are
reflected on the budget vs. actual presentations shown as original budget and final budget.

Encumbrances represent commitments related to unperformed contracts for goods or services. Encumbrance
accounting - under which purchase orders and other commitments of resources are recorded as expenditures of the
applicable fund - is utilized in aft Governmentai Funds of the District. Purchase orders or contracts document

encumbrances for goods or purchased services. Under Oklahoma law, unencumbered appropriations lapse at year-
end. :

3. DETAILED NOTES CONCERNING THE FUNDS
A. Deposits and Investments
Cusfodial Credif Risk

At June 30, 2016, the District held deposits of approximately $3,110,206 at financial institutions. The District's
cash deposits, including interest-bearing certificates of deposit, are entirely covered by Federal Depository
insurance (FDIC) or direct obligation of the U.S. Government insured or collateralized with securities held by the
District or by its agent in the District's hame.

Investment Interest Rate Risk

The District does not have a formal investment policy that limits investment maturities as a means of managing its
exposure to fair value losses arising from increasing interest rates.

Investment Credit Risik

The District has no policy that limits its investment choices other than the limitation of state law as follows;

a. Direct obligaticns of the U.S. Government, its agencies and instrumentalities to which the full faith and credit of
the U.S. Government is pledged, or obligations to the payment of which the full faith and credit of the State is
pledged.

b. Certificates of deposits or savings accounts that are either insured or secured with acceptable collateral with
in-state financial institutions, and fully insured certificates of deposit or savings accounts in out-of-stafe
financial institutions.

¢.  With certain limitation, negotiable certificates of deposit, prime bankers acceptances, prime commercial paper
and repurchase agreements with certain limitations.

d.  County, municipal or school district tax supported debt obligations, bond or revenue anticipation notes. money

Judgments, or bond or revenue anticipation notes of public trusts whose beneficiary is a county, municipality or
school district.
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PERKINS-TRYON SCHOOL DISTRICT NUMBER I-56
Payne County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2016

DETAILED NOTES CONCERNING THE FUNDS {Continued)
A. Deposits and Investments (Continued)

e. Notes or bonds secured by mortgage or trust deed insured by the Federal Housing Administrator and
debentures issued by the Federal Housing Administrator, and in obligations of the National Mortgage
Association.

f. Money market funds regulated by the SEC and in which investments consist of the investments mentiohed in
the previous paragraphs (a.-d.).

The investments held at June 30, 2016 are as follows:

Weighted
Average
Maturity Credit Markat
Type (Months) Rating Value Cost
Investments
Money Market N/A AAAM $ 3080206 $ 3,060,208
Certificate of deposit 3.00 N/A 50,000 50,000
Total investments $ 3110206 $ 3,110,206

Concentration of Investment Credit Risk

The District places no limit on the amount it may invest in any one issuer. The District has the following of credit
risk: 98% in Money Market funds ($3,060,206} & 2% in Certificates of Deposit ($50,000).

B. Fair Value Measurements

Fair value disclosures are provided as required by FASB ASC 820-10 Fair Value Measurements. This standard
established a framework for measuring fair value. That framework provides a fair value hierarchy that prioritizes
the inputs to valuation techniques used to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets or liabilities (level 1 measurements) and the lowest

priority to unobservable inputs (level 3 measurements). The three levels of the fair value hierarchy are described
as follows:

level 1 Unadjusted quoted prices in active markets that are accessible at the measurement date for
identical, unrestricted assets or liabilities

Level 2 Quoted prices in markets that are not considered to be active or financial instruments for
which all significant inputs are observable, either directly or indirectly

Level 3 Prices or valuations that require inputs that are both significant to the fair value measurement
and uncbservable

The asset or liability's fair value measurement level within the fair value hierarchy is based on the lowest level of
any input that is significant to the fair value measurement. Valuation techniques used need to maximize the use of
observable inputs and minimize the use of unobservable inputs.
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PERKINS-TRYON SCHOOL DISTRICT NUMBER I-56
Payne County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2016

3. DETAILED NOTES CONCERNING THE FUNDS {Continued)
B. Fair Value Measurements

The following table sets forth by level, within the fair value hierarchy, the plan’s assets at fair value as of June 30,

2016:
Assets at Fair Value
as of June 30, 2016
Level 1 Level 2 Level 3 Total
CDs and bonds 3 50,000 % - 3 - B 50,000
Total assets at fair value § 50,000 § - % - 3% 50,000

C. Long-term Debt

State statutes prohibit the District from becoming indebted in an amount exceeding the revenue to be received for
any fiscal year without approval by the District's voters. Bond issues have been approved by the voters and issued
by the District for various capital improvements. These bonds are required to be fully paid serially within 25 years
from the date of issue. Debt service requirements for bonds are payable solely from fund balance and future
revenues of the debt service fund.

In 2016, the District issued building bonds in the amount of $1 225,000 with an effective interest rate of 2%. Bond
maturities begin July 1, 2017 with payments of $305,000 per year with a final maturity of $310,000 due July 1,
2020.

In 2015, the District issued building bonds in the amount of $1,750,000 with an effective interest rate of 2% to 1%,
Bond maturities begin July 1, 2016 with payments of $350,000 per year with a final maturity of $350,000 due July
1, 2020.

in 2013, the District issued building bonds in the amount of $1,950,000 with an effective interest rate of .75%.
Bond maturities begin July 1, 2015 with payments of $485,000 per year with a final maturity of $495,000 due July
1, 2018.

In 2012, the District issued building bonds in the amount of $425,000 with an effective interest rate of 1% to 1.15%.
Bond maturities begin July 1, 2014 with payments of $105,000 per year with a final maturity of $110,000 due July
1,2017.

In 2011, the District issued building bonds in the amount of $750,000 with an effective interest rate of 1.75% to
1.8%. Bond maturities begin July 1, 2013 with payments of $185,000 per year with a final maturity of $1 85,000
due July 1, 2018.

in 2010, the District issued building bonds in the amount of $1 .150,000 with an effective interest rate of 1.35% to
2.65%. Bond maturities begin July 1, 2012 with payments of $285,000 per year with a final maturity of $295,000
due July 1, 2015. This bond was paid off in the current year.
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PERKINS-TRYON SCHOOL DISTRICT NUMBER |-56
Payne County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2016

3. DETAILED NOTES CONCERNING THE FUNDS (Continued)
C. Long-term Debt (Continued)

Annual debt service requirements to maturity are as follows:

Year General
Ended Obligation Bonds Total
June 30, Principal Interest Requirements
2017 3 1,135,000 3 73,736 $ 1,208,736
2018 1,250,000 83,038 1,333,038
2019 1,150,000 31,312 1,181,312
2020 655,000 16,906 671,806
2021 660,000 5,725 665,725
Total $ 4,850,000 $ 210,717 $ 5,080,717

D. Leases

The District executed a lease with Arvest Trust Company to re-finance the prior executed leases by RCB Trust
Services for construction of the Junior High Addition, Elementary Scheol Addition and the Performing Arts Center
on July 1, 2011. The amount of the lease is $9,378,000 with interest at 4.27%. The payments are varying
annually,

The District executed a lease with Payne County Bank to finance real property on April 1, 2014. The amount of the
lease is $110,325 with interest at 4%. The payments are $21 ,045.81 per year. This lease was paid off this year.

The District executed a lease with Payne County Bank to finance school bus purchases on November 10, 2014.
The amount of the lease is $179,965 with interest at 4%. The payments are $39,858.47 per year.

The District executed a lease with Payne County Bank to finance school bus purchases on December 7, 2015,
The amount of the lease is $109,561 with interest at 4%. The payments are $38,756.27 per year.

E. Changes in General Long-term Debt

Year Ended Total
June 30, Principal Interest Reqguirements
2017 b 807,110 % 202692 % 1,009,802
2018 1,891,429 168,373 2,159,802
2019 1,937,555 83,491 2,021,046
2020 17,843 809 18,652
Total 4,753,937 455,365 5,209,302

The above leases contain a clause that gives the District the ability to terminate the lease agreements at the end of
each fiscal year. The District has recorded the liability for future lease payments in the genera long-term debt
account group for these leased assets.

General long-term debt consists of bonds payable. The following is @ summary of the changes in general long-
term debt transactions of the District for the fiscal year:
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PERKINS-TRYON SCHOOL DISTRICT NUMBER I-56
Payne County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2016

3. DETAILED NOTES CONCERNING THE FUNDS (Continued)

E. Changes in General Long-term Debt (Continued)

Balance Balance
Jure 30, June 30,
2015 Additions Retirements 20186
Bonds payabie b 4,695,000 $ 1,225,000 $ 1,070,000 $ 4,850,000
Capitalized lease payable 5,828,902 108,561 1,184,526 4,753,937
Total $ 10,523,902 % 1,334,561 $ 2254526 § 9,603,937

4. OTHER INFORMATION

A. Risk Management

The District is exposed to various risks of loss related to torts: theft of, damage to and destruction of assets: errors
and omissions; injuries to employees; or acts of God. The District purchases commercial insurance to cover these
risks, including general and auto liability, property damage, and public officials liability. The District had the
following insurance coverage during the year: commercial property - $350,000,000; general liability - $1,000,000:
and educators liability $1,000,000. Settled claims resulting from these risks have not exceeded the commercial
insurance coverage in any of the past three fiscal years.

The School also participates in a risk pool for Workers' Compensation coverage in which there is a transfer or
pooling of risks among the participants of that pool. In accordance with GASB No. 10, the School reporis the
required confribution to the pool, net of refunds, as insurance expense. The risk pool is the Oklahoma Scheol
Assurance Group (OSAG), an organization formed for the purpose of providing workers' compensation coverage
to participating schools in the State of Oklahoma. In that capacity, OSAG is responsible for providing loss control
services and certain fiscal activities, including abtaining contract arrangements for the underwriting, excess
insurance agreements, claims processing, and legal defense for any and all claims submitted to them during the
plan year. As a member of OSAG the District is required to pay fees set by OSAG according to an established
payment schedule. A portion of the fees paid by the District goes into a loss fund for the District. The fee for the
loss fund is calculated by projecting losses based on the schools losses for the last five years.

OSAG provides coverage in excess of the Loss Fund so the District's liability for claim loss is limited to the balance
of the loss fund. If the District does not use their loss fund in three years it is returned to them with no interest.

The District is also a member of the Oklahoma Public Schools Unemployment Compensation Program. In this
program the District is required to contribute 1.6% of their taxable payrall for unemployment insurance. The funds
for each district are kept separate and districts can contribute more than 1.6% of their payroll if they elect to. The
money contributed by each District earns interest and is fully insured. If the District has claims in excess of the
amount in their account they would be liable for the excess.

B. Contingent Liabilities
Amounts received or receivable from grantor agencies are subject to audit and adjustment by granter agencies,
principally the federal government. Any disallowed claims, including amounts already collected, may constitute a

liability of the applicable funds. The amount, if any, of expenditures which may be disallowed by the grantor cannot
be determined at this time although the District expects such amounts, if any, to be immaterial.
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PERKINS-TRYON SCHOOL DISTRICT NUMBER 1-56
Payne County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2015

4. OTHER INFORMATION {Continued)
C. Non-Monetary Transactions

The fair market value as determined by the Oklahoma Department of Human Services of the commodities
received during the period under audit was $17,417.

D. Employee Retirement System and Plan

Description of Plan

The District participates in the state-administered Oklahoma Teachers' Retirement System, which is a cost
sharing, multiple-employer defined benefit public employee retirement system (PERS), which is administered by
the Board of Trustees of the Oklahoma Teachers’ Retirement System (the “System”). The System provides
retirement and disability benefits, annual cost-of-living adjustments, and death benefits to plan members and
beneficiaries. Title 70 Section 17 of the Oklahoma Statutes establishes benefit provisions and may be amended
only through legislative action. The Oklahoma Teachers’ Retirement System issues a publicly available financial
report that includes financial statements and required supplementary information for the System. That report may

be obtained by writing to the Oklahoma Teachers’ Retirement Systemn, P.O. Box 53624, Oklahoma City, OK 73152
or by calling 405-521-2387.

Basis of Accounting

The System'’s financial statements are prepared using the cash basis of accounting, except for accruals of interest
income. Plan member contributions are recognized in the period in which the contributions are made. Benefits
and refunds are recognized when paid. The pension benefit obligation is a standardized disclosure measure of the
present value of pension benefits. This pension valuation method reflects the present value of estimated pension
benefits that will be paid in future years as a result of employee services performed fo date and is adjusted for the
effect of projected salary increases. There are no actuarial valuations performed on individual school districts.
The System has an under-funded pension benefit obligation as determined as part of the latest actuariai valuation.

Funding Policy

The District, the State of Oklahoma, and the participating employee make contributions. The contribution rates for
the District and its employees are established by and may be amended by Oklahoma Statutes. The rates are not
aciuarially determined. The rates are applied to the employee’s earings plus employer-paid fringe benefits. The
required contribution for the participating members is 7.0% of compensation. Additionally, OTRS receives "federal
matching contributions” for positions whose funding comes from federal sources or certain grants. The District
and State are required to contribute 14.0% of applicable compensation. Contributions received by the System
from the State of Oklahoma are from 3.54% of its revenues from sales tax use taxes, corporate income taxes and
individual income taxes. The District contributed 9.5% and the State of Oklahoma plus the federal contribution
contributed the remaining 4.5% during this year. The District is allowed by the Oklahoma Teachers’ Retirement
System to make the required contributions on behaif of the participating members. The school is required to pay
16.5% for any compensated retired teachers already receiving retirement benefits.

Annual Pensicn Cost

The District’s total contributions for 2016, 2015 and 2014 were $432,122, $432,252 and 5445782, respectively.

20




PERKINS-TRYON SCHOOL DISTRICT NUMBER 1-56
Payne County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2016

4. OTHER INFORMATION (Continued)
E. Surety Bonds

The treasurer is bonded by Old Republic Surety Company, bond number 601002624, for the penal sum of
$100,000 for the term July 1, 2015 to July 1, 2016.

The minute clerk/encumbrance clerk is bonded by Otd Republic Surety Company, bond number POB-2028953, for
the penal sum of $10,000 for the term July 1, 2015 to July 1, 2018.

The activity fund custodian is bonded by Old Republic Surety Company, bond number POB-2028953. for the penal
sum of $30,000 for the term July 1, 2015 to July 1, 2016.

The Superintendent is bonded by Old Republic Surety Company, bond number POB-2028953, for the penal sum
of $100,000 for the term July 1, 2015 to July 1, 20186.
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PERKINS-TRYON SCHOOL DISTRICT NO. I-56
Payne County, Oklahoma

COMBINING STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCES
ALL SPECIAL REVENUE FUNDS - REGULATORY BASIS

For the Fiscal Year Ended June 30, 2016

ASSETS
Totals
Child (Memo Only)
Building Nutrition June 30, June 30,
Fund Fund 2016 2015
Assets:
Cash and investments 3 117,607 $ 47335 $ 164,942 $ 400,158
Due from others - - - -
Total assets 3 117,607 & 47335 § 164,842 $ 400,156
LIABILITIES AND FUND BALANCES
Liabilities:
Warrants payable $ 2688 3% 2608 $ 5,296 $ 228,732
Due o others - - - -
Encumbrances - - - -
Total liabilities 2,688 2,608 5,296 220,732
Fund baiances:
Restricted 114,919 44727 159,646 170,424
Total fund balances 114,919 44 727 159,646 170,424
Total liabilities and fund balances $ 117,607 § 47335 § 164,842 $ 400,156
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PERKINS-TRYON SCHOOL DISTRICT NO. I-56
Payne County, Oklahoma

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
ALL SPECIAL REVENUE FUNDS - REGULATORY BASIS
For the Fiscal Year Ended June 30, 2016

Totals
Child {(Memo Only)
Building Nutrition June 30, June 20,
Fund Fund 2016 2015
Revenues:
Local sources $ 277,465 § 785 % 278,250 $ 555,792
Intermediate sources - - - -
State sources 29 53,857 53,886 50,470
Federal sources - 287,756 287,756 301,327
Other - 277,304 277,304 8,181
Total revenues collected 277,494 619,702 897,106 815,770
Expenditures:
Instruction - - - 3,500
Support services 209,077 - 209,077 168,458
Non-instructional services - 868,765 668,765 642,037
Capital outlay - - - -
Other outlays - 8,987 8,987 17,435
Debt service;
Principal retirement 17,203 - 17,203 154,472
Interest and fiscal agent charges 3,043 - 3,843 16,650
Total expenditures 230,223 677,752 907,975 1,042,552
Excess of revenues (under)
expenditures 47,271 {58,050) (10,779) (126,782)
Adjustments to prior year encumbrances - - - -
Beginning fund balances 67,648 102,777 170,425 297,206
Ending fund balances 3 114,919 $ 44727 $ 150,646 % 170,424
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PERKINS-TRYON SCHOOL DiSTRICT NUMBER 1-56
Payne County, Oklahoma

COMBINING STATEMENT OF CGHANGES IN ASSETS AND LIABILITIES
FIDUCIARY FUNDS - REGULATORY BASIS - ACTIVITY AND LUNCH FUNDS
June 30, 2016

Agency Funds
Balance Balance
July 1, June 30,
Assets: 2015 Additions Deletions 2016
Cash:
Activity funds $ 217,959 §$ 611,109 $ 604,178 $ 224,890
Lunch funds - 278,436 278,436 -
Total assets 217,959 889,545 882,614 224,890
Liabilities:
Lunch fund outstanding warrants $ - % 278,436 % 278,436 $ -
Due to student groups:
Yearbook 14,668 24,998 12,899 27,067
Art 38 792 553 277
Athletics 54,877 165,632 185,814 34,695
Band 21,597 39,406 50,614 10,389
Junior Class 1,152 5,024 4,376 1,800
Sophmore Class - - - -
Senior Class 829 1,702 1,359 1,172
Clearing - 5,114 5114 -
Coke Account - Elementary 19,417 49,640 44,118 24,939
Coke Account - High Schoo! 3,141 9,369 9,830 2,680
Concession 5,458 49 273 44 702 10,028
Drama 658 805 657 806
Evans Ag Farm 966 - - 966
FFA 25,194 116,113 121,771 19,536
FCCLA 1,445 8,884 9,383 948
Junior High FCCLA 328 6,798 6,734 390
Interest - NOW 25,640 9,888 3,445 32,081
RAK - - - -
Library - Elementary 1,005 6,563 4,850 2,718
High School Media Center 13,622 14,269 11,105 16,786
Middle School Library 561 9,582 6,154 3,989
Middle School Activity 5,895 872 2,519 4,248
Miscellaneous - 491 491 -
National Honor Society 5 1,760 385 1,380
Cheerleaders - High School 1,222 8,328 8,636 914
Cheerleaders - Junior High 2,182 10,530 6,934 5,778
Student Council - High School 833 8,826 8,043 1,666
Student Council - Junior High 1,219 - 28 1,191
Academic Team 392 - - 392
Pre-School Educators 886 - 152 734
Advanced Placemeant 96 2,867 2,365 598
Freshman class - - - -
Intermediate School Activity 5,709 23,768 19,645 9832
Library - Intermediate 6,758 16,392 16,962 6,188
Elementary PE/Box Tops 1,631 2,778 3,815 594
Business Professionals of America 185 4849 4925 109
High School Pom Team - - - -
Drivers Ed - 5,800 5,800 -
Total Liabilities 3 217,959 % 889,545 $ 882614 $ 224,890
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PERKINS-TRYON SCHOOL DISTRICT NUMBER 1-56
Payne County, Oklahoma

REPORTS REQUIRED BY GOVERNMENT AUDITING STANDARDS
June 30, 2016
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l"’: T:q CBEW
™ { Professional WALTER H. WEBB, CPA
1771 Grou p, LLP JANE FRAZIER, CPA
—_ Certified Pablic Accountants CHARLES E. CROOKS, CPA
TRISHA J. RIEMAN, CPA
206 N. HARRISON ¢ P.O. BOX 790 * CUSHING, CKLANOMA 74023 ¢ 918-225-4216 * FAX 918-225-4315 GABRIELLE CONCHOLA, CPA

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL. OVER FINANCIAL REPORTING
AND ON COMPIIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

August 4, 20186

The Honcrable Board of Education
Perkins-Tryon School District Number 1-56
Perkins-Tryon, Payne County, Oklahoma

We have audited, in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptrolier
General of the United States, the accompanying fund type and account group financial statements—regulatory basis
within the combined financial statements of the Perkins-Tryon School District Number |-56, Perkins-Tryon, Payne
County, Oklahoma (District), as of and for the year ended June 30, 2016, and the related notes to the financial
staternents, which collectively comprise the District's financial statements, and have issued our report thereon dated
August 4, 2016, which was adverse with respect to the presentation of the financial statements in conformity with
accounting principles generally accepted in the United States because the presentation followed the regulatory basis of
accounting for Oklahoma school districts and did not conform to the presentation requirements of the Governmental
Accounting Standards Board. However, our report was qualified for the omission of the general fixed asset account

group with respect to the presentation of financial statements on the regutatory basis of accounting authorized by the
Oklahoma State Board of Education.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District's internal control over
financial reporting (internal contral) 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 District’s internal control. Accordingly, we do not express an opinion on the effectiveness of District's
internal control. :

A deficiency in internal controf 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.
Given these limitations, during our audit we did not identify any deficiencies in internal control that we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified.

Members of American nstitute and Oklahoma Sociely of CPA's and Inpact Amertcans an International Network of independent aceounting firms
Serving Our (é]émts Sirce 1960




Compliance and Other Matters

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

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 reportis 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 stitabie for any other
purpose.

CEEW Professional Groap, LLP

CBEW PROFESSIONAL GROUP, LLP
Certified Public Accountants
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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

August 4, 2016

The Honorable Board of Education
Perkins-Tryon School District Number 1-56
Perkins-Tryon, Payne County, Oklahoma

Report on Compliance for Each Major Federal Program

We have audited the Perkins-Tryon School District Number i-58, Perkins-Tryon, Payne County, Oklahoma (District)'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 the District's major federal programs for the year ended June 30, 2018. The

District's major federal programs are identified in the summary of auditor's resuits section of the accompanying
schedule of findings and questioned costs,

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants applicable
to its federal programs.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for each of the District’s major federal programs based on
our audit of the types of compliance requirements referred fo above. We conducted our audit of compliance in
accordance with auditing standards generally accepted in the United States of America; and the audit requirements of
Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and
Audif Requirements for Federal Awards (Uniform Guidance). Those standards and Uniform Guidance reguire that we
plan and perform the audit to obtain reasonabie 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 District'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 legaj determination of the District's compliance

Opinion on Each Major Federal Program

in our opinion, Perkins-Tryon School District Number 1-56, Perkins-Tryon, Payne County, Oklahoma, 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, 2016.

Members of American Institte and Oklahoma Socicty of CPA’s and Inpact Americans an International Nelwork of independent
Serving Our C‘,o]'ﬁnts Since 1960

accounting firms




Report on Internal Control Over Compliance

Management of Perkins-Tryon School District Number 1-56, Perkins-Tryon, Payne County, Oklahoma (the District), 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 the District'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
the District'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. A significant
deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in internal control aver
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. We did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses. However, material weaknesses may exist that have not been identified,

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.

CBEW Professional. Group, (LD

CBEW PROFESSIONAL GROUP, LLP
Certified Public Accountants
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PERKINS-TRYON SCHOOL DISTRICT NUMBER |-56
Payne County, Oklahoma

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Fiscal Year Ended June 30, 2016
SUMMARY OF AUDITOR’S RESULTS

Financial Statements:

Type of Auditor's Report [ssued: Adverse opinion on the combined financial statements in conformity with
generally accepted accounting principles and a qualified opinion for the ormission of the general fixed asset
account group on the combined financial statements in conformity with a regulatory basis of acccunting
prescribed by the Oklahoma Department of Education.

" Internal Control Over Financial Reporting:
Material Weakness(as) identified? __ Yes X No

Significant Deficiencies identified not considered to be material weaknesses? __Yes X No
Noncompliance material to financial statements noted? _ Yes X No

Federal Awards:

Type of auditors report issued on compliance fer major programs: Unmodified in conformity with the regulatory
basis of accounting.

Internal Control Over Major Programs:
Material Weakness(es) identified? _ Yes X No

Significant Deficiencies identified not considered to be material weaknesses?_Yes X No

Audit findings disclosed that are required to be reported in accordance with the Uniform Guidance
Section .510(a)? __ Yes X No

Dollar threshold used to distinguish Type A and Type B programs $750,000
Auditee Qualified as low-risk auditee? _Yes X No
Identification of Major Programs:
CFDA#
10.553 Child Nutrition — Breakfast
10,555 Child Nutrition — Lunch
84.010 Title |
FINDINGS - FINANCIAL STATEMENT AUDIT

1. None

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT

2. None
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None.

PERKINS-TRYON SCHOOL DISTRICT NUMBER 1-56
Payne County, Oklahoma

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
For the Fiscal Year Ended June 30, 2016
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PERKINS-TRYON SCHOOL DISTRICT NUMBER 1-56
Payne County, Oklahoma

SCHEDULE OF ACCOUNTANT’S PROFESSIONAL
LIABILITY INSURANCE AFFIDAVIT

JULY 1, 2015 TO JUNE 30, 2016

State of Oklahoma )
County of Payne )

The undersigned auditing firm of lawful age, being first duly swormn on oath, says that said firm had in
full force and effect Accountant’s Professional Liability Insurance in accordance with the "Oklahoma
Public School Audit Law” at the time of audit contract and during the entire audit engagement with

Perkins-Tryon School District for the audit year 2015-2016.

CBEW Professional Group, LLP
Certified Public Accountants

Auditing Firm
o ULIBULT ilid
Authorized Agent
Subscribed and sworn to before me on this ¢ :'f")M\' day of, Qéié},aﬂ%/' , 20186.

Q;ég %u A A ’\j?fzr}ﬂﬁ/

Notary Public

TOMM & 11007004
oM 219 *

My commission expires on: EXPIRES 0R/Q

f' j .
2 Gay of (4 f,ccéa/ LACT 1166k 7
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PERKINS-TRYON SCHOOL DISTRICT NUMBER -39
Payne County, Oklahoma
June 30, 2016

AUDIT ACKNOWLEDGEMENT

The annual independent audit for the Perkins-Tryon School District Number 1-56 was
presented to the Board of Education in an Open Board Meeting on September 12,
2016, by CBEW Professional Group, LLP.

Auditor Signature

The School Board acknowledges that as the governing body of the district,
responsible for the district's financial and compliance operations, the audit findings
and exceptions have been presented to them.

A copy of the audit, including this acknowledgement form, will be sent to the
Oklahoma State Depariment of Education and the State Auditor and Inspector within
30 days from it's presentation, as stated in 70 O.S. § 22-108:

“The district board of education shall forward a copy of the auditor's
opinions and related financial statements to the State Board of Education
and the State Auditor and Inspector within thirty (30) days after receipt of

the audit.”
Superintendent of Schools Board of Education Vice President
Board of Education President Board of Education Member

Board of Education Member

Board of Education Member

Subscribed and sworn to before me on this day of, , 2016.

My commission expires on day of , 20

Notary Public
Affix Notary Seal




