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' INDEPENDENT AUDITOR'S REPORT

October 21, 2019 -

" The Honorable Board of Education -

- Drumright School District Number [-39

Drumright, Creek County, Oklahoma

~ Report on'the FihanciéI,Stater'_ﬁent_s :

" We have audited f_he accompanying combined fund type ahd account group ﬁhan’cial stétemehts—'regulétory basis of thé E |

-~ Drumright School District Number 1-39, Drumright, Creek County, Oklahoma (District), as of and for the year ended June -
30, 2019 and the related notes to the financial statements, as listad in the table of contents. a IR

' Management's Responsibility for the Financial Statements = -

" Management s responsible for thé preparation and fair presentation of these financial statementsin accordancewith financial

‘reporting provisions of the Oklahoma State Department of Education to meet financial reporting requiremerits 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. Managementis also responsibie for the design, implementation, and maintenance -
of internal cantrol relevant to the preparation and fair presentation ‘of financial statements that are free from material

misstatement, whether due to fraud or error. AR S : R T

 Auditor’s Responsibility

"~ Our responsibility is-to ‘express an.opinion on these financial staterents based on our audit. - We co‘n,d'ucted'ou:'r auditin

accordance with auditing standards generally accepted in the United States of America and the standards applicable to o
financial audits contained in Government Auditing Standards, issued by the comptroller General of the United Sfates. Those . -
- standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements -
are free from material misstatement. . - -~ PR S T

“An audit involves performing procedurés 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. Ini making those risk assessments, the alditor

* - considers internal control relevant to the entity's preparation and fair presentation of the financial staterents 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. - o :

. We believe that _th'e audit evidence we have obtéinec_i is sufficient and "a'pp-ropri:at'e to provide a-basis for our-audit opinions.
- Basis for Adverse Opinion 'on‘ U.S. Generally Accepted Acc_olmtihg Principles

- As discussed in Note 1, the financial statements are prepared by the Drumright School District Number I-39, 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 staternents of the variances between the regulatory basis of -
ecounting described in-Note 1 and accounting principles generally accepted in the United States of America, although not
reasonably. determined, are presumed to be material.. - - ‘ o e n -
- ' ' VMembérs oFArherican [nstitute and Cklahoma Society.of CPA'S__
' Serving Our Clients Since 1960
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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 Principles” paragraph, the financial statements referrad 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 Drumright Schoo! _
District Number -39, Drumright, Creek County, Oklahoma as of June 30,2019, the changes in its financial position, or, where
applicable, its cash flows for the year then ended. - : - ‘ '

Baéis for Qualified Opinion on Regulatory Basis of Accounting

"The financial statements referred to above do not include the géneral fixed asset account group, whichis a departure from the -
regulatory basis of accounting prescribed by the OklahomaState Department of Education. The amount that should be

recorded in the general fixed asset account group is not known.
. Q_Ualiﬁed Opinfon on Regblatory Ba#is of Accot_mting

In our 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 material respects, the
assets, liabilities and fund balance arising from regulatory basis transactions of each fund type and account group of Drurmright -
‘School District Number I-39, Drumright, Creek County, Oklahoma, as of June 30,2019, and the revenues collected and
expenditures paid and encumbered for the year then ended on the regulatory basis of accounting described in Note 1.

- 'O_the_r'_lll._létter,s
o Othér.ln'fqrmatibn -
Our audit wa"s.cbndu"cted for the purpose of'forming Qpin_ions onthe ﬁnanciél'sta-tementé that col]ective]y'cbmprisé the District's
basi¢ financial statements. The combining statements—regulatory basis and the schedule of expenditures of federal awards,
are presented for purposes of additional analysis and are not a required part of the basic financial statements. - '
I'heborhbihing statements—regulatory basis and the schedule of.rexpenditure's of federal awards are the :fesponSibi]ify;of o
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 procedrures'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 statements—regulatory basis and the schedule of expenditures of federal awards are
fairly stated, in all material respects, in relation to thé basic financial statements as a whole arising from regulatory basis
transactions. ' : R I ST -

 Other Reporting Required by Government Auditing Standards N

consideration of the District's internal control over financial reporting and on our tests of its compliance with certain provisions
-oflaws, regulations, contracts and grant agreements and other matters. The purpose of that report is to describe the scopeof -
~ourtesting of internal control over financial reporting and comgliance and the results of that testing, and ot to provide an
opinion on the internal control over financial reporting or on compliance. That reportis 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. - ' ' T : . g .o S : '

‘CBEW PROFESSIONAL GROUP, LLP -~ ~
Ce_rtiﬁed qulic Accountants '

“In accordance with Government Auditing Standards, we have also issued our report dated October 21, 2019 on our -
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DRUMRIGHT SCHOOL DISTRICT NUMBER -39
Creek 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, 2019

Variance with
Budgeted Amounts Final Budget
Original Final Favorable
Budget Budget Actual {Unfavorable)
Revenues:
Local sources $ 763,176 § 763176 % 743,306 § {19,870)
Intermediate sources 97,995 9?,995 102,067 4,072
State sources 2,619,805 2,619,805 2,964,422 344,617
Federal sources 392,484 392,484 403,632 11,148
Other sources _ 1,138 1,138 479 (659)
Total revenues 3,874,598 3,874,598 4,213,906 338,308
Expenditures:
Instruction 2,356,848 2,356,848 2,356,848 -
Support services 1,657,798 1,657,798 1,557,798 -
Non-instructional services 14,377 14,377 14,377 -
Capital outlay 19,781 19,781 19,781 -
Debt service;
Principal retirement . - - - -
Interest & fiscal agent charges - - - -
Other outlays _ 29,359 29,359 _ 41,918 {12,5659)
Total expenditures 3,978,183 3,978,163 3,990,722 (12,559)
Net change in fund balance (103,5685) (103,565) 223 184 326,749
Adjustments to prior year
encumbrances - - 7 - ' -
Beginning fund balance 103,565 103,565 103,565 -
Ending fund balances $ - 3 - % 326,749 $ 326,749

The accompanying notes are an integral part of these financial statements,
5




DRUMRIGHT SCHOOL DISTRICT NUMBER 1-39
Cresek County, Oklahoma

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

SPECIAL REVENUE FUNDS
For the Fiscal Year Ended June 30, 2019

Variance with
Budgeted Amounts . Final Budget
Original Final _ Favorahle
Budget Budget Actual _{Unfavorable}
Revenues: )
Local sources 3 137,498 % 137,498 $ 147,023 $ 9,525
Intermediate sources - - - -
State sources 2,301 2,301 2,096 (205)
Federal sources 218,096 218,086 196,966 (21,130)
Other _ - - 580. . 580
Total revenues 357,895 357,895 346,665 (11,230)
Expenditures:
Instruction - - - -
Support services 122,234 122,234 59,117 63,117
Non-instructional services 257,000 257,000 238,279 18,721
Capital outlay - - - -
Other outlays 643 643 688 (45)
Debt service:
Principal retirement - - - -
Interest and fiscal agent charges - - - -
Total expenditures 379,877 379,87_7 298,084 81,793
Net change in fund balance (21,982) (21,982) | 48,581 70,563
Adjustments to prior year
encumbrances - - - -
Beginning fund balance 21,982 21,982 21,982 7 -
Ending fund balances $ - 3 - % 70,563 $ 70,563

The accompanying notes are an integral part of these financial statements.
6




DRUMRIGHT SCHOOL DISTRICT NUMBER [-39
Creek County, Oklahoma

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

BUDGET AND ACTUAL - REGULATORY BASIS

Revenues:
Local sources
Intermediate sources
State sources
Federal sources

Total revenues
Expenditures:
Debt service:
Principal retirement
Interest & fiscal agent charges
Total expenditures

Net change in fund balance

Adjustments to prior year
encumbrances

Beginning fund balance

Ending fund balances

DEBT SERVICE FUND
For the Fiscal Year Ended June 30, 2019

Variance with

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

648,270 § 648,270 $ 815714 § {32,556)

648,270 648,270 615,714 (32,658)

610,000 610,000 610,000 -

12,810 12,810 12,810 -

622,810 622,810 622,810 -

25,460 25,4860 (7,096) (32,556)

614,723 614,723 614,723 -

640,183 $ 640,183 $ 607,627 $ (32,558)

The accompanying hotes are an integral part of these financial statements.

7
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DRUMRIGHT SCHOOL DISTRICT NUMBER [-39
.Creek County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of the Drumright School District Number 1-39, Drumright, Creek 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 body for public purposes 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 Oklahomasupport. The general operating authority for the public school system
is the Oklahoma Scheol 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 pubtic 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 operaticns 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).

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 to the timing of the measurements made,
regardless of the measurement foeus 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.
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DRUMRIGHT SCHOOL DISTRICT NUMBER 1-39
Creek County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2019

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 main operating fund of the District. It accounts for all financial resources of the
general government, except those required to be accounted for in ancther 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 asscciated 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 maihtain 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 considerad as resources available for use.

Building fund - censists mainly of monies derived from property taxes levied for the purpose of
erecting, remodeling, repairing, or maintaining school buildings and for purchasing furniture,
equipment and computer software to be used on or for school 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
personnel.

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.




DRUMRIGHT SCHOOL DISTRICT NUMBER 1-39
Creek County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2019

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 custedial 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. This fund is the School
Activities 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 all long-term
debt of the District, which is offset by the amount available in the debt serviee 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 regulations 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 liabitity.

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

This regutatory 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 earned, and expenditures or expenses to be recognized when the related liabilities are incurred for
governmental fund types; and, when revenues are earned.

10
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DRUMRIGHT SCHOOL DISTRICT NUMBER 1-39
Creek County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2019

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 policy. 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. [nvestments 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 82, Section 348.

Fair Value of Financial Instruments

The District’s financial instruments include 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 statements 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-recurting or non-
routine permanent transfers of equity are reported as residual equity transfers.

Inventories

Inventories consist of minimal amounts of exgendable 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 a 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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DRUMRIGHT SCHOOL DISTRICT NUMBER 1-39
Creek County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2019

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 general leng-term debt account group. Certain other
lease obligations not expected to be financed with current available financial resources are also reported in
the general long-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 upoh 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 nonspendable (i.e., fund balance associated with assets that are not 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, assighed 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 governments; or by law, through
constitutional provisions or enabling legislation.

Committed fund balance represents amount 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 infended to be used for specific purposes, but are
neither restricted nor committed. [ntentis expressed by the governing body itself, or a subordinated high-
level bodyor 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 ara neither
restricted nor cemmitted, 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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DRUMRIGHT SCHOOL DISTRICT NUMBER 1-39
Creek County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2019

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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

9,

10,

11,

12.

Fund Balance (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.

Property Taxes and Other Local Revenues

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 cwner 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, comimissions 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 XVIII, 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 Departrent of Education requires that categorical educational program revenues be accounted for in
the general fund.
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DRUMRIGHT SCHOOL DISTRICT NUMBER I1-39.
Creek County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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

13.

14,

15.

18.

17.

Federal Revenues

Federal revenues consist of revenues from the federal government in the form of operating grants or
entitlements. 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 ancther
government, such as the state. Entitlement is the amount of payment to which the District is entitled pursuant
to an allocation formula 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 thesa 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 Only - Total Columns

Total columns on the combined financial statements are captioned "memorandum only” because they do not
represent consolidated financial information and are presented only to facilitate analysis. The columns do 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 ineach of
the statements) has not been presented since their iriclusion 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

Itis in the District's policy for all funds that when an expenditurefexpense 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, itis the District's
policy that when -an expenditure/expense is incurred for purposes for which comritted, assigned, or
unassigned rescurces, 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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DRUMRIGHT SCHOOL DISTRICT NUMBER 1-39
Creek County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2019

2. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Information

The District is required by state law to prepare an annual budget. A preliminary budget is submitted to the Board of
Education by December 31 for the fiscai 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 notnecessary. Under current Oklahoma Statutes, a formal
Estimate of Needs (Budget) is required for all funds except for trust and agency funds. Budgetsare 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 duringthe 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 cther commitments of resources are recorded as expenditures of the
applicable fund - is utilized in all Governmental 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
Custodial Credit Risk

At June 30, 2019, the District held deposits of approximately $1,565,878 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 name.

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 Risk

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

a. Direct obligations of the U.S. Government, its agencies and instrumentalities to which the full faith and credit
ofthe 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-state
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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DRUMRIGHT SCHOOL DISTRICT NUMBER 1-39
Creek County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2019

3. 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 mentioned in

the previous paragraphs (a.-d.).

The investments held at June 30, 2019 are as follows:

Weighted
Average
Maturity Credit Market
Type ___(Manths) Rating Value Cost
Investments
Money Market N/A AAAM $ 1565878 $ 1,565,878
Total investments $ 1565878 $ 1,565,878

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: 100% in Money Market funds ($1,565,878).

B. 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 2017, the District also issued building bonds in the amount of $510,000 with an effective interest rate of 1.05%.
Bond maturities begin and end July 1, 2018 with a-one payment of $610,000. It was paid off in current year.

In 2018, the District also issued buildirig bonds in the amount of $630,000 with an effective interest rate of 1.45%.
Bond maturities begin and end July 1, 2019 with a one payment of $630,000.

In 2018, the District also issued building bonds in the amount of $650,000 with an effective interest rate of 2.85%.
Bond maturities begin and end July 1, 2020 with a one payment of $650,000.

Annual debt service requirements to maturity are as follows:

Year General

Ended Obligation Bonds Total
June 30, Principal Interest Requirements

2020 S 630,000 % 18,270 % 648,270

2021 850,000 37,050 687,050

Total $ 1,280,000 % 55320 % 1,335,320
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DRUMRIGHT SCHOOQL DISTRICT NUMBER 1-39
Creek County, Oklahoma

{ NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
' June 30, 2019

3. DETAILED NOTES CONCERNING THE FUNDS (Continued)

C. Leases

As par Oklahoma Statutes 200, Section 430.1, the District executed a lease for construction, equipment and
capital improvement of the new middle schoot building on-September 15, 2008. The lease is to be financed by the
issue of building bonds on a yearly basis and paid on August 15" each year. The first lease payment starts
August 15, 2009 untit August 15, 2023. Annual renital payments to maturity are as follows:

Year
Ended
June 30, Amount

2020 $ 665,000

2021 685,000

2022 705,000

2023 725,000

2024 1,430,000

Total 4,210,000
Less interest (700,302)

Total $ 3,509,698

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 general long-term
debt account group for these leased assets.

L

D. Changes in General Long-term Debt

General long-term debt consists of bonds payable. The following is a summary of the changes in general long-
term debt transactions of the District for the fiscal year;

Balance Balance

June 30, June 30,

2018 . Additions Retirements 2019
Bonds payable $ 1,240,000 § = 650,000 $ 610,000 $ 1,280,000
Capitalized lease payable 4,084,796 - 575,008 3,509,698
Total $ 5324796 $ 650,000 $ 1,185,098 $ 4,789,698
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DRUMRIGHT SCHOOL DISTRICT NUMBER 1-39
Creek County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2019

4, OTHER INFORMATION
A. Risk Management

The Districtis exposed to various risks of loss related to torts; theft of, damage to and destruction of assets; errors
and omissions; injuries to employees; oracts of God. The District purchases commercial insurance to cover
these risks, including general and auto liability, property damage, and public official’s liability. The District had the
following insurance coverage during the year: commercial property - $1,000,000,000: general- liability -
$1,000,000; and educators’ liability $1,000,000. Settled claims resulting from these risks have not exceedad ihe
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 peol. In accordance with GASB No. 10, the School reporis the
required contribution to the pool, net of refunds, as insurance expense. The risk pool is the Oklahoma School
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 obtaining 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 school's 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 payroli for unemployment insurance. The funds
for each district are kept separate and districts can contribute more than 1.6% of their payroll if they electto. The
money contributed by each District earns interest-and is fully insured. Ifthe 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 grantor 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.

C. Non-Monetary Transactions

The fair market value as determined by the Oklahoma Department of Human Services of the commodities
received during the pericd under audit was $17,619.
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DRUMRIGHT SCHOOL DISTRICT NUMBER 1-39
Creek County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2019

4. OTHER INFORMATION (Continued)
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 administerad oy
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’ Retiremerit System, P.O. Box 53624; Qklahoma 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 to 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
actuarial 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
actuarially determined. The rates are applied to the employee’s earnings 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
fromthe 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’ Retiremeant
System to make the required contributicns on behalf of the participating members. The school is required to pay
16.5% for any compensated retired teachers already receiving retirement benefits.

Annual Pension Cost

The District's totai contributions for 2018, 2018 and 2017 were $196,280, $191,794 and $178,786, respectively.
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DRUMRIGHT SCHOOL DISTRICT NUMBER I-39
Creek County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2019
4, OTHER INFORMATION (Continued)
E. Surety Bonds

The Superintendent is bonded by The Chio Casualty Insurance Company, bond number 022054088, for the penal
sum of $100,000 for the term July 1, 2018 to July 1, 2018,

The activity fund custodian is bonded by RLI Insurance Company, bond number LSM0837613, for the penal sum
of $25,000 for the term July 1, 2018 to July 1, 2019,

The treasurer is bonded by The Ohio Casualty Insurance Company, bond number LSF041154, forthe penal sum
of $75,000 for the term May 6, 2018 to May 6, 2019 & May 6, 2019 to May 6, 2020. The bond was renewed
during the year.

The minute clerk/encumbrance clerk is bonded by The Ohio Casualty Insurance Company, bond number

LSF231214-3929638, for the penal sum of $1,000 for the term February 6, 2018 to February 6, 2019 & February
6, 2019 to February 6, 2020. The bond was renewed during the year.
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DRUMRIGHT SCHOOL DISTRICT NO. I-39
Creek County, Oklahoma

COMBINING STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCES
ALL SPECIAL REVENUE FUNDS - REGULATORY BASIS
For the Fiscal Year Ended June 30, 2019

ASSETS
{Memo Only)
Child Total Total
Building Nutrition June 30, June 30,
Fund Fund 2019 2018
Assets:
Cash and investments $ 61,048 § 11,913 73,861 23,1186
Due from others - - - -
Total assets $ 61,048 3 11,913 73,861 23,116
LIABILITIES AND FUND BALANCES
Liabilities:
Warrants payable $ 2,189 % 1,109 3,298 1,134
Due to others - - - -
Encumbrances - - - -
Total liahilities 2,189 1,109 3,298 1,134
Fund balances:
Restricted 59,769 10,804 70,563 21,082
Total fund balances 59,759 10,804 70,563 21,982
Total liabilities and fund balances $ 51,048 $ 11,913 73,861 23,116
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DRUMRIGHT SCHOOL DISTRICT NO. I-39
Creek 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, 2019

{Memo Only)
Child Totals Total
Building Nutrition June 30, June 30,
Fund Fund 2019 2018
Revenues:
Local sources $ 98,904 % 48119 § 147,023 % 133,447
Intermediate sources - - - -
State sources - 2,096 2,096 2,301
Federal sources - 196,966 196,966 218,096
Other - 580 580 -
Total revenues collected ~ 98,504 247,761 346,665 353,844
Expenditures: :
Suppoit services 58,117 - 59,117 56,889
Non-instructional services - 238,279 238,279 246,586
Capital outlay - - - -
Other outlays - 688 688 -
Debt service:
Frincipal retirement - - - 27,278
Interest and fiscal agent charges - - - 1,367
Total expenditures 59,117 238,067 298,084 332,120
Excess of revenues (under)
expenditures 39,787 8,794 48,581 21,724
Adjustments to prior year encumbrances - - - -
Beginning fund balances , 19,972 2,010 21,982 258
Ending fund balances ' 3 59,759 % . 10,804 % . 70,563 $ 21,982
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DRUMRIGHT SCHOOL DISTRICT NUMBER 1-39
Creek County, Oklahoma

COMBINING STATEMENT OF CHANGES IN ASSETS. AND LIABILITIES
FIDUCIARY FUNDS - REGULATORY BASIS
June 30, 2019

Assets:
Cash - activity
Cash - scholarship fund
Cash - FFA/4H booster
Total Assets

Liabilities:

Due to student groups:
Superintendent GED
Cooper/Edison Activity
Edison Elementary Stu-Co
Edison 8th Grade
Bradley Activity
High School Athletics
Miscellaneous Revenue
Drumright Gym Ficor
High School Library
High School FHA
High School FFA
High School Pep Club
High School Gusher
High School NHS
Kim Kates Scholarship
Class of 2022
Class of 2017
Class of 2018
Class of 2019
Class of 2020
Class of 2021
PSAT/College Prep
Drumright Christmas Fund
High School Band
High Schoal Vocal
High School Activity
Future Business Leaders of America
High School Masquers
High School Spanish Club
High School Special Education
5/6 Student Council
Class of 66
Middle School Vocal Music
High School Student Council
Prom
FiAtH Booster Club
Scholarship Fund

Total Liabilities

Agency Funds

Balance Balance
July 1, June 30,
2018 Additions Deletions Adjustments 2019

51,534 193,905 179,335 24,112 80,216
22979 5,000 5,986 - 21,993
9,795 18,705 20,138 - 8,362
84,308 §$ 217,610 $ 205459 § 24112 % 120,571
4 $ - % - % 38 § 82
688 208 843 - 51
197 - - - 197
14,850 38,167 45,281 5928 13,664
4,264 48,285 59,164 16,060 9,445
2,790 6,280 2,571 (1,412) 5,087
- 41,692 449 250 41,493
1,024 - 112 - 912
1,629 13,611 12,660 (25) 2,855
2,787 11,625 12,844 (243) 1,325
1,623 3,983 4,350 - 1,256
923 586 - - 1,509
233 868 297 (222) 582
213 - - - 213
915 - - - 915
1,150 3,790 5,058 835 817
942 4,279 3,418 739 2,542
236 - - - 238
5 - - - 5

10,600 5,800 17,050 650 -
396 5,599 5,636 (58) 301
448 4,430 4,971 529 434
187 4,354 4,631 943 853
- 350 - - 350
766 - - - 766
1,839 - < - 1,839
2,787 - - - 2,787
9,795 18,705 20,138 - 8,362
22,979 5,000 5,086 - 21,993
84,308 § 217610 § 205459 § 24112 § 120,571
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DRUMRIGHT SCHOOL DISTRICT NUMBER -39
Creek County, Oklahoma

REPORT REQUIRED BY GOVERNMENT AUDITING STANDARDS
June 30, 2019




|"’f" — 7 Professional _ . WALTER H. WEBB, CPA

— |1 roup, LLP o JANE FRAZIER, CPA
L ';‘/[/‘ ap: 'CHARLES E. CROOKS, CPA

Certified Public Accountants
— et TRISHA . REEMAN, CPA

206 N. HARRISON * P.O. BOX 790 * CUSHING, OKLAHOMA 74023 * 918-225-4216 * FAX 918-225-4315  GABRIELLE CONCHOLA, CPA

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

October 21, 2019 -

" The anorab!eBoard_ of Education
Drumright School District Number.]-39
- Drumright, Creek 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 Comptroller
- General of the United States, the accompanying fund type and account group financial statements—regulatory basis
within the combined financial statements of the Drumright School District Number I-39, Drumright, Creek County,
- Oklahoma (District), as of and for the year ended June 30, 2019, and the related notes to the financial statements,
-which collectively comprise the District’s financial statements, and have issued our report thereon dated October 21,
2019, which was adverse with respect to the presentation of the financial statements in conformity with accotinting .
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 regulatory basis of accounting authorized by the
Oklahoma State Board of Education. .~~~ .~ -~ . . R S

. lh,temal Cont:"pl‘ Over Financial Reporting

In planning and performing our audit of the financial statements, we copsidered the District’s internal control over
~ financial reporting (internal control) to determine the audit procedures that are appropriate in the cireumstances for the
purpose of expressing our apinions on the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of District's intarnal control. Accordingly, we do not express-an opinion on the effectiveness of
District's internal control. - IR o S , R R

A deficiency in internal control exists when the design of 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. - - T :

- 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 intefnal 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. We did
identify certain deficiencies in internal control, described in'the accompanying schedule of findings and responses that
we consider to be material weaknesses as finding 2019-001, ’ ' ' ' '
. Members of American Institute and Okiahoma Society of CPA's
- Serving Our Clients Since 1960
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The Honorable Board of Education
Drumright School District Number 1-39
Drumright, Creek County, Oklahoma

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, noncompiiance 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 and which are
described in the accompanying schedule of findings and questioned costs as items 2019-001.

District's Response to Findings

' The District's response to the findings identified in our audit is described in the accompanying sched ule of findings and
- responses. The District'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 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 suitable for any
other purpose. T e . T : : S ' '

CBEW PROFESSIONAL GROUP, LLP. o
Certified Public Accoruntants' 7
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DRUMRIGHT SCHOOL BISTRICT NUMBER 1-39
Creek County, Oklahoma

SCHEDULE OF FINDINGS AND RESPONSES
For the Year Ended June 30, 2019

SUMMARY OF AUDITOR’S RESULTS

1.

The auditor's report expresses an adverse opinion on the combined financial statements in conformity with
generally accepted accounting principles and a gualified opinion for the omission of the general fixed asset
account group on the combined financial statements in conformity with a regulatory basis of accounting
prescribed by the Cklahoma Department of Education,

One significant deficiency relating to the audit of the financial statements is reported in the Schedule of
Findings and Responses.

One instance of noncompliance material to the financial statements.of Drumright School District was
disclosed during the audit.

FINDINGS - FINANCIAL STATEMENT AUDIT

2015-001. Internal Control & Comptiance — OCAS Coding

Criteria: The School's responsibility for custody of assets, recordkeeping for those assets and reconciliation
of those asset accounts is an important contro! activity needed to adequately protectthe District’s assets and
ensure accurate financial OCAS reporting.

Condition: The School did not code some federal revenues, state revenues and expenditures correctly for
the purposes of the State Department of Education’s ability to track and reconcile the School to the OCAS
coding requirements. '

Cause: The School did not accurately report in the OCAS coding the federal revenues, state reverues and
expenditures to the Oklahoma Department of Education.

Effect or Potential Effect: Without the School performing such duties, the OCAS coding is not sufficient to
report accurately the federal revenues, state revenues and expenditures for the School to the Oklahoma
Department of Education. The General Fund expenditures not properly coded amounted to $41 627.17 and
the Child Nutrition amounied to $688.09.

Recommendation: We recommend that management and the board should discuss the importance of the-
OCAS coding and proper financial statement presentation for the federal revenues, state revenues and
expenditures of the School and start making sure ali areas are reported correctly in the future.

Responsible Official’s Response: The District concurs with the recommendation and the problem has been
addressed. '

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT

1.

None
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None.

DRUMRIGHT SCHOOL DISTRICT NUMBER -39
Creek County, Oklahoma

SUMMARY SCHEDULE OF PRICR AUDIT FINDINGS
For the Year Ended June 30, 2019
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DRUMRIGHT SCHOOL DISTRICT NUMBER 1-39
Creek County, Oklahoma

CORRECTIVE ACTION PLAN
For the Year Ended June 30, 2019

FINDINGS - FINANCIAL STATEMENT AUDIT

Finding: 2019-001

Name of Contact Person: Ashley Davis, Superinfendent

Corrective Action; The District will find where the irregularities have taken place in the coding process
and will begin the new year with a heightened awareness to code all areas correctly.

Proposed Completion Date: Immediately.
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DRUMRIGHT SCHOOL DISTRICT NUMBER 1-39
Creek County, Oklahoma

SCHEDULE OF ACCOUNTANT’S PROFESSIONAL
LIABILITY INSURANCE AFFIDAVIT

JULY 1, 2018 TO JUNE 30, 2019

State of Oklahoma )

County of Payne )

The undersigned auditing firm of lawful age, being first duly sworn 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

Drumright School District for the audit year 2018-2019.

CBEW Professional Group, LLP
Certified Public Accourtants

@Auditing Firm Q
Authorized Agent

Subscribed and sworn to before me on this / } day of, MO u ., 2019.

Notary Public

AURAD DUTTON
Notary Phbl\c. gtateof ((])git::l;oma

Commisslon #160 5, 2020
1|y commission Expires .'mptebe . ” 028

My commission expires on:

2ty o =SF SO
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DRUMRIGHT SCHOOL DISTRICT NUMBER 1-39
Creek County, Oklahoma
June 30, 2019

AUDIT ACKNOWLEDGEMENT

The annual independent audit for the Drumright School District Number 1-39 was

presented to the Board of Education in an Op rd Meeting on Nove 11,
2019, by CBEW Professional Group, LLP. ,Q

Auditor Signature

The School Board acknowledges that as the govermning 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 Department of Education and the State Auditor and Inspector within
30 days from it's presentation, as stated in 70 0.8. § 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.” \M :

Board ofEducation Vice President

ndent of Schools

' —~TTL
?;;‘I i"f-f‘“ﬂr-:}
(Bbard of Education President

Superi

oard oflEd uc%er

Board of Education Membér

Py s

Board of Education Member

Subscribed and sworn to before me on this Z Z _day of, | l 2(3] 2 , 2019.
My commission expires on __Qi_ day ofézﬂlﬁﬂ : 2650 .
. ~— LAURA B DUTTON
Q

| Notary Public, State of Oklahoma
MAza ‘ )

Commisslon # 16009115
Otéry Public My Commission Expires September 22, 2020 ||

"Altix Notary Seal




DRUMRIGHT SCHOOL DISTRICT NUMBER 1-39
Creek County, Oklahoma
June 30, 2019

AUDIT ACKNOWLEDGEMENT

The annual independent audit for the Drumright School District Number 1-39 was
presented to the Board of Education in an Open Board Meeting on November 11,
2019, 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 Department of Education and the State Auditor and Inspector within
30 days from it's presentation, as stated in 70 0.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, , 2019.
My commission expires on day of , 20
Notary Public

Affix Notary Seal




