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INDEPENDENT AUDITOR'S REPORT '

July 10,2018

The Honorable Board of Directors
Five Star Interlocal Cooperative
Cushing, Oklahoma ’

Report on the Fmanc:al Statements

We have audtted the accompanylng combinad fund type and account group financial statements—regulatory basis of
the Five Star Interlocal Cooperative, Cushing, Oklahoma (CO-OP), as of and for the year ended June 30,2018 and the
related notes to the financial statements as [isted in the table of ccntents

- Management’s Respons.-bmty for the Fmancral Statements

Management is respons:ble for the preparatlon 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 determmlng that the regulatory basis of accountlng is an acceptable basis for

the preparation of the fmanc:lal statements in the circumstances. Management is also responsible for the design, -

~ implementation, and maintenance of internal control relevant to the preparation and fair presentatlon of fi nanc1a1
statements that are free from material mlsstatement whether due to fraud or error.

Aud:tors Responstbmty o

Our responsibility is {o express an opinion on these financial statements based on our audit. We conducted our audlt
in accordance with auditing standards generally accepted In the United States of America and the standard applicable _
to financial audits contained in Government Auditing Standards, issued by the comptroiler General of the United

States. Those standards require that we plan and perform the audit to obtain reasonzgble assurance aboutwhether the .
financial statements are free from material mlsstatement :

‘An audit involves performing procedures to cbtasn audit ewdence about the amounts and disclosures in the financlal

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 preparatlon 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 reasonabieness of .

significant accounting estlmatee made by management as well as evaluatmg the overall presentation of the ﬁnanmal
statements ' _ .

We believe that the audit e\ndence we have obtained is suff clent and approprlate to provide a ba5|s for our audlt
‘opinions.

Basis for Adverse-Opinion on U.S. Generéﬂy Accepted Accounting Principles '

As discussed in Note 1, the financial statements are prepared by the Five Star Interlocal Cooperative, 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, although not reasonably determined, are presumed to be material,
Members of American Institute and Oklahoma Society of CPA’s
Serving Our Cliengs Since 1960




Adverse Opinion on U.S. Generally A'ccepred Accoﬂnting Principles

- In our opinion, because the significance of the matter discussed in the "Basis for Adverse Opinion cn U.S. Generally
Accepted-Accounting Principles” paragraph, the financial 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 Five-Star Interlocal Cooperative, Cushing, Oklahoma, as of June 30, 2018 the changes inits fmancual.

position, or, where ‘applicable, its cash fiows for the year then ended.

Oprmon on Regulatory Basrs of Accountmg

In our opinion, the fi nancral 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 h

Five Star lnterlocal Cooperatlve Cushing, Oklahoma, as of June 30, 2018, and the revenues collected and

expenditures paid and encumbered for the yearthen ended on the regulatory basrs of accounting descnbed in Note 1.

- OtherMatters

Other Informa tion

Our auditwas conducted for the purpose of forming opmrons on the financial statetrients that coltectlvely comprise the -
~ CO-OP’s basic financial statements. The schedule of expenditures of federal awards is presented for purposes of .~
. -additional analysis as required by Title 2 U.S. Code of Federal-Regulations (CFR) Part 200, Uniform Administrative . . -

Requirements, Gost Principles, and Audit Requirements for Federal Awards, and is also nota requrred part of the basic
‘financial statements. Such information is the responsibility of management and was derived from and relates directly

" tothe underlying accounting and other records used to prepare the basic financial statements. The information has = |
“been subjected to the auditing procedures applled 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 statéments themselves, and other - -

additional procedures in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the schedule of expendltures of federal awards is fairly stated, in all material respects |n Trelation fo the
basic fmancral statements as a whole arlsmg from regulatory basis transactlons S

Other Reportmg Requrred by Government Audrtmg Standards -

It accordance with Government Auditing -Standards, we have also issued our report dated July 10 2018 on our °

.consideration of the CO-OP’s internal contral over flnanclat 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 reportisto
describe the scope of our testing of internal control over financial reporting and comphance and the results of that -

" testing, and not to provide an opinion on the intarnal control over financial reportlng or on compliance. That report is

anintegral part of an audit performed in-accordance with GovemmentAudrtmg Standards in considering the CO OF' s 7

'|nternal control overfrnancral reportlng and compllance :

CBEW Professionad Groug, LD

. CBEW PROFESSIONAL GROUP, LLP -~
Certrfled Pubhc Acoountahts




FIVE STAR INTERLOCAL COOPERATIVE
Cushing, Oklahoma

COMBINED STATEMENTS OF ASSETS, LIABILITIES AND FUND BALANCES
ALL FUND TYPES AND ACCOUNT GROUPS - REGULATORY BASIS
June 30, 2018

ASSETS
Governmental
Fund Account Totals
Types. Group. {Memorandum Only)
General
Fixed June 30, June, 30
Assets: Operating Assets 2017 2016
Cash and investments 3 755,929 $ - % 755,929 $ 792,128
Property, plant and equipment - 98,188 98,188 119,188
Total assets $ 7559029 $ 98,188 $ _ 854117 % 911,316
LIABILITIES AND FUND BALANCES
Liabilities:
Warrants payable $ 595,498 $ - % 595498 % 497.961
Encumbrances 8,193 - 8,193 1,612
Total liabilities 603,691 - 603,691 499,573
Fund balances:
Restricted for:
CO-0OP 152,238 - 152,238 292 555
Unassigned - 98,188 98,188 119,188
Total fund balances 152,238 98,188 250,426 411,743
Total liabilities and fund balances  § © 755929 $ 98188 $ 854117 $ 911,316

The accompanying netes are an integral part of these financial statements.
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FIVE STAR INTERLOCAL COOPERATIVE ;
Cushing, Oklahoma

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN-FUND BALANCES |
ALL GOVERNMENTAL FUND TYPES - REGULATORY BASIS
For the Fiscal Year Ended June 30, 2013

Governmental Totals :
Fund ' (Memorandum Only)
Types. June 30, June 30,
Operating 2017 2016
Revenues: '
Local sources $ 1,154,526 § 1,154,526 $ 1,115,909
Intermediate sources - - - :
State sources 525,207 525,207 492,917
Federal sources 2,250,622 2,250,622 2,518,604
Other sources 475 475 3,192
Total revenues collected 3,930,830 - 3,930,830 4,130,622
Expenditures:
instruction 2,881,243 2,881,243 2,800,184
Support services 1,164,380 1,154,380 1,223,804
Non-instructional services 7473 7,473 8,286
Capital outlay - - -
Other outlays 475 475 3,192
Total expenditures 4,043,571 4,043,571 - 4.135,556
Excess of revenues over
(under) expenditures {112,741) {(112,741) (4,934}
Adjustments to prior year encumbrances 710 ] 710 1,018
Beginning fund balances 264,269 . 264,269 206,471
Ending fund balances $ . 152,238 $ 162,238 & 292,555 ?

The accompanying notes are and integral part of these financial statements.
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FIVE STAR INTERLOCAL COOPERATIVE

Cushing, Oklahoma

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

BUDGET AND ACTUAL - REGULATORY BASIS

SPECIAL REVENUE FUND - COOP FUND
For the Fiscal Year Ended June 30, 2018

Revenues:
Local sources $
Intermediate sources
State sources
Federal sources
Other sources

Variance with

Total revenues

Expenditures:

~ Instruction
Support services
Non-instructional services
Capital outlay
Other outlays

Total expenditures

Net change in fund balance

Adjustments to prior year encumbrance

Beginning fund balance

Ending fund balances $

Budgeted Amounts Final Budget
Original ~ Final Favorable
Budget Budget Actual (Unfavorable)
1,121,918 § 1,121,918 § 1,154,626 § 32,608

559,991 559,991 525,207 (34,784)
2,425,795 2,425,795 2,250,622 (175,173)

- - 475 475
4,107,704 4,107,704 3,930,830 {176,874)
3,209,598 3,2'09,598 2,881,243 328,355
1,154,400 1,154,400 1,154,380 20

7,500 7,500 7473 27

475 475 475 -
4,371,873 4,371,973 4,043,571 328,402
(264,269) (264,269) (112,741) 151,628

- - 710 710

264,269 264,269 264,269 -

- % - % 152,238 § 152,238

The accompanying notes are an integral part of these financial statements.
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1.

FIVE STAR INTERLOCAL COOPERATIVE
Cushing, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of the Five Star Interlocal Cooperative, Cushing, Oklahoma (the ‘CO-0P"
conform to the regulatory basis of accounting, which is ancther comprehensive hasis of accounting prescribed by the
Oklahoma State Department of Educaticn 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

CO-0OP’s accounting policies-are described in the following notes that are an integral part of the CO-OF's financial
statements.

A. Reporting Entity

The CO-OP 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 CO-OP is pari of the public
school system of Oklahcma under the general direction and control of the State Board of Education and is
financially-dependent on state of Oklahoma support. The general operating autherity for the public school system
is the Oklahoma Schoal Code contained in Title 70, Cklahoma Statutes. The CO-OP was established by the

boards- of education of two or more school districts entering in cooperative agreements and maintaining joint
programs.

The governing body of the CO-OP is the Board of Directors (Board) composed of nine members who are elected
by representatives of each school district in the CO-OP. The appointed administrator is the executive officer of the
CO-OP. The Board, constituting an on-going entity, is the leve! of government, which has governance
responsibilities over all activities. The CO-OP receives funding from local, including the individual contributions of
participating school districts, state and federal government sources and must comply with the requirements of
these funding source entities. However, the CO-OP is-not included in any other governmental "reporting entity” as
defined in Section 2100, Codification of Gevernmental Accounting and Financial Reporting Standards, since Board
members are from each school district 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 CO-OP. There are.no component units (entities that
are considered to be financially accountable to the CO-OP).

B. Measurement Focus

The accounts of the CO-OF 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 confractual 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 CO-OP has the following fund types and account groups:

Governmental funds - are used to account for most of the CO-OP's general activities and disbursement of
earmarked monies (special revenue funds). Basis of accounting refers to when revenues and expenditures or
expenses are recognized in the accounts and feported in the financial statements. Basis of acceunting relates
to 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 alf

sources, including property taxes, entitlements, grants, and shared revehues are recognized when they are
received rather than earned.




FIVE STAR INTERLOCAL COOPERATIVE
Cushing, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2018

1. 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. These practices differ from generally accepted accounting principles.

Governmental funds include the following fund type:

Special Revenue Fund. - account for revenue sources that are restricted to expenditures for specific
purposes (not including expendable trusts or major capital projects). The special revenue fund is
composed of the CO-OP’s operating fund. This is a budgeted fund and any fund balance is considered as
resources available for use. Major revenue sources include local, federal and state funding. Expenditures
include all eosts associated with the daily operations of the CO-OP. The 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 seurces of these funds.

Account groups — are not funds and consist of a self-balancing set of accounts used only to establish
accounting control aver fixed assets,

General Fixed Asset Account Group - accounts for the original costs of all fixed assets of the CO-CP.

C. Basis of Accounting and Presentation

The CO-OP prepares its financial statements in a presentation format that is prescribed by the Oklahoma State
Department of Educaticn. This format is essentially the generally-accepted form of presentation-used by state and
local governments prior to the effactive date of GASB Statement No. 34, Basic Financial Stafements-
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 menies are recorded as expenditures when approved.

Investments are recorded as assets when acquired.

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 liability.

o Fixed assets are racorded in the Gerieral 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, orwhen they are
earned, and expenditures or expenses t¢ be recognized when the related liabilities are incurred for governmental
fund types; and, when revenues are earned.




1.

FIVE STAR INTERLOCAL COOPERATIVE
Cushing, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

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

1.

Deposits and Investments

State statutes govern the CO-OP's investment policy. Permissible investments.inglude direct obligations of
the United States Government and Agencies; certificates of deposit of savings and loan associations, and
bank and trust comganies; and savings accounts or savings cettificates of savings and loan associaticns, 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 CO-OP invests entirely in
certificates of deposit, U.S. Treasury Securities, and participates in the Secured Investment Program of
Oklahoma State Sehool Boards Association, as authorized by Oklahoma Statutes Title 62, Section 348.

Fair-Value of Financial Instruments

The CO-0F's financial instruments include cash and investments. The CO-OP’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 becauss 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 these estimates.

Interfund Transactions

Interfund transactions are accounted for as revenues, expenditures or expenses. Transactions that constitute
reimbursements fo a fund or expenditures/expensgg initially- made from it that are properly appllcable 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 CO-OP's financial statements. The costs of
inventories are recorded as expenditures when encumbered and purchased rather than when consumed.

Fixed Assets

Fixed assets used in governmental fund-type operations {general fixed assets) are recorded as capital
expenditures at the time of purchase and are recorded as property, plant and equipment in the General Fixed
Asset'Account Group. All fixed assets are valued at historical cost, except for donated fixed assets, which are
recorded at their estimated acquisition value at the date of donation. Depreciation and accumulated
depreciation are not reported against general fixed assets. Five Star maintains a capitalization threshold of
$1,000. The cost of normal maintenance and repairs that do not add value of the asset or materially extend
assets lives are not capitalized.
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FIVE STAR INTERLOCAIL. COOPERATIVE
Cushing, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

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

7. Compensated Absences

The CO-OP provides vacation and sick leave benefits in accordance with Title 70 of the Oklahoma Statutes,
Article 6-104, which providesfor annuai sick leave and personal business days. CO-OP 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 aceepted accounting principles.

Long-term Obligations

The CO-0OP has no long-term debt at June 30, 2018; therefore, it is not presented in the financial statements.
If 80, it would be reported in the general long-term debt account-group.

Fund Balance

In the fund financial statemenis, 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 appropriaticn. 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, leng-term portions of loans and-notes receivable, or
items that are legally required to be maintalned 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 constraingd eittier 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.

Comimitted 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 uniess 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. Intentis expressed by the governing body itself, or a suberdinated high-
ievel body or official who the govarning body has delegated the authority to assign amounts fo be used jor
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 restricted
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.

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 tc
specific purposes within the general fund.
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FIVE STAR INTERLOCAL COOPERATIVE
Cushing, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) -

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

10.

1.

12.

13.

14.

15.

Local Revenues

Revenue from local sources is the money generated from within the boundaries of the €0-OP and available to

the CO-OP for its use. Local scurces of revenues include interest earnings, 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 CO-OP and the state, and distributed to CO-OPs 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 schocl CO-OPs based on information accumulated from the CO-OPs. After
review and verification of reports and supporting decumentation, the State Department of Education may
adjust subsequent fiscal period allocations of maney 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 CO-OP receives revenue from the state to administer certain categorical educational programs. State
Board of Educaticn 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 yearto be expended for the same categorical programs. The State

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

Federal Revenues

Federal revenues censist of revenues frem the federal government in the form of operating grants or
enlitements. 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 CO-OP is entitled pursuant

to an allocation fermula contained in applicable statutes. The majority of the federal revenues received by the

CO-0OP are apportioned te the operating fund.
Non-Revenue Transactions

Non-revenue receipts represent receipts deposited that are not new revenues to the CO-OP, but the return of
assets.

Memorandum Only - Total Celumns
Total columns on the combined financial statements are captioned "memorandum only" because they do not
represent censolidated financial information and are presented only fo facilitate analysis, The columns do net

present information that reflects financial position or results of operations in accordance with genérally
accepted accounting principles. Inter-fund eliminations have not been made in the aggregation of this data.

10




FIVE STAR INTERLOCAL COOPERATIVE
Cushing, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2018

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

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

16. 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 CO-OP's assets, liabilities, fund balanceas, revenuas and
expenses, However, complete comparative date (i.e., presentation of prior year totals by fund type in-each of
the staternents) has not been presented since theirinclusion would make the statements unduly-complex and

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

17. Resource Use Policy

It is in the District's policy for all funds that when an expenditure/expense is incurred for purposes for which
hoth 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 commitied, assigned, or
unassighed rescurces, including fund balances, are available, the School considers committed amounts to be
spent first, followed by assigned amounts and lastly unassigned amounts.

2, STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Information

The CO-OP is required by staie law to prepare an annual budget. A preliminary budget is submitted to the Board of !
Education by December 31 for the fiscal year beginning the following July.- 1. Under current Oklahoma Statutes, a
formal Estimate of Needs (Budget) is required for all funds except for trust and agency funds. Budgets are presented i
for all funds that include the eriginally approved budgeted appropriations for expenditures and final budgeted
appropriations as adjusted for supplemental appropriations and approved transfers hetween 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 reguired, 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 whichpurchase ordérs and other commitments of resources are recorded as expenditures of the
applicable fund - is utilized in-all Governmental Funds of the CO-QP. Purchase orders or confracts 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

Custodia! Credit Risk

At June 30, 2018, the CO-OP held deposits of approximately $755,922 at financial institutions; The CO-OP'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 coI]ateraIlzed with- securltles held by the CO-OP or
by its agentin the CO-OP's name.

11




FIVE STAR INTERLOCAL COOPERATIVE
Cushing, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2018

3. DETAILED NOTES CONCERNING THE FUNDS (Continued)

A.

Deposits and Investments (Continued)

investment Interest Rafe. Risk

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

Investment Credit Risk

The CQO-OF has ne pclicy 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
of the U.S. Government is pledged, or obligations to the payment of which the full faith and credit of the
State is pledged.

Certificates of deposits or savings accounts that are sither 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 commarcial
paper and repurchase agreements with certain limitations.

County, municipal or schoal CO-OP tax supported debt obligations, bond or revenue anticipation notes,
money judgments, or bond cr revenue anticipation notes of public trusts whose beneficiary is a county,
municipality or scheol CO-OP,

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.

Money market funds regulated by the SEC and in which investments consist of the investments mentioned
inthe previous paragraphs (a~d.). :

The cash and.Investments held at June 30, 2018 are as follows:

Wheighted
Average
Maturity Credit Market
Type {Months) .  Rating Value. Cost
Investments :
Money Market N/A AAAM $ 755929 $ 755929
Total investments o $ 755829 $ 755,920

Conceniralion of Investment Credit Risk

The CO-OP places no limit on the amount it may invest in any one issuer. The CO-OP has the following of credit
risk: 100% in Money Market funds ($).
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FIVE STAR INTERLOCAL COOPERATIVE
Cushing, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2018

4. OTHER INFORMATION

A. Risk Management

The CO-OP is exposed to various risks of loss related to torts; theft of, damage to and destruction of assats; errors
and omissions; injuries to employaes; or acts-of God.. The CO-0OP purchases commercial insurance to cover
these risks, including general and auto liability, property damage, and public officials’ liability. The CO-OP had the
following insurance coverage during the year; commercial property - $350,000,000; general liability - $1,000,000;
and educators fiability $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 ceverage in which there is a transfer or
pooling of risks-among the participants of that pool. In accordance with GASB No. 10, the School reports 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 deferise for any and all claims submitted to them during the
plan year. Asa member of OSAG the CO-OP is required to pay fees set by OSAG according to an established
payment schedule. A pertion of the fees paid by the CO-OP goes intoa loss fund for the CO-OP. The fee for the
loss fund is calculated by projecting losses based on the school's losses for the last five years. GSAG provides
coverage in excess of the Loss Fund so the CO-OP's liability for claim loss is limited to the balance of the loss
fund. If the CO-OP does not use thair loss fund in three years it is returned to them with no interest.

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 constitite 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 CO-0P expects such amounts, if any, to be immaterial.

C. Employee Retirement System and Plan

Description of Plan

The CO-OP 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' Retiremént 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 System, P.O. Box 53624, Oklahoma City, OK 73152
or by calling 405-521-2387.
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FIVE STAR INTERLOCAL COOPERATIVE
Cushing, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 2018

4. OTHER INFORMATION (Continued)

C. Employee Retirement System and Plan (Continued)

Basis of Accounting

The Systent’s financial statements are prepared using the cash basis of accounting, except for accruals of interest
income. Plan mermber confributions are reccgnized in the period in-which the contributions are made. Benefits
and refunds are recognized when paid. The pension bengfit 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 CO-OPs.
The System has an under-funded pensicn benefit obligation as determined as part of the latest actuarial valuation.

Funding Policy

The CO-OP, the State of Oklahoma, and the participating employee make-contributions. The contribution rates for
the CO-OF 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—paml fringe benefits. The
required contribution for the participating members is 7.0% of compensation. Additionally, OTRS recéives "federal
matching contributions” for positions whosé funding comes from federal sources or certain grants. The CO-OP
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, corperate income taxes and
individual income taxes. The CO-OP contributed 9.5% and the State of Oklahoma plus the federal contribution
contributed the remaining 4.5% during this year. The CO-OP is allowed by the Oklahoma Teachers' Retirement
System to make the required contributions 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 CO-0OP's total contributions for 2013, 2017 and 2016 were $176,748, $177,745 and $166,371 respectively.

401(a) Governmental Plan

The CO-OP provides a 401(a) governmental plan for eligible employees. Employees with six months or more
employment may enroli in the plan. The CO-OF pays into the plan for any participating employee based on a
schedule using term or employment and whether certified or non-certified. Employees do not contribute to the
plan, Plan participants are vested after three years. Normial retirement age is 55. Participants- may withdraw
funds in a‘lump sum or installment payments The amount of the payment will vary depending on the amount
invested, years of emgloyment and earning of the investment. The CO-OP paid $43,047, $47,402 and $48,490
into the plan for the fiscal years ending June 30, 2018, 2017 and 2016, respectively.

D. Surety Bonds

The Treasurer/Minutes Clerk, Executive Director and Financial Secretary are bonded by Farmers Alliance, bond

number BD0O75265, for the penal sum of $200,000, $100,000 and $2,000 for the term July 16, 20117 to July 15,
2018,
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= CBEW
™ | Professional WALTER H. WEBB, CPA
— ¥ Group, LLP ' _ JANE FRAZIER, CPA
, N
Certified Public Accountants . CHARLES E. CROOKS, CPA

TRISHA J. RIEMAN, CPA
7 206 N. HARRISON ¢ P.0O. BOX 790 * CUSHING, CKLAHOMA 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

July 10, 2018

- The Honorable Board of Directors
Five Star Interlocal Cooperatlve
Cushlng, OKklahoma

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—regutatory basis
. within the combined financial statements of the Five Star Interlocal Cooperative, Cushing, Cklahoma (CO-OP}, as of
“and for the year ended June 30, 2018, and the related notes to the financial statements, which collectively comprise
the CO-OP's financial statements, and have issued our report thereon dated July 10, 2018, which was adverse with
respect to the presentation of the financial statements in conformity with accounting pnncnples generally accepted in
the United States because the presentation followed the regulatory basis of accounting for Oklahoma schooi districts
and did not conform to the presentation requirements of the Governmental Accounting Standards Board.

Internal Control Over Financlal Repomng

In plannmg and performing our audit of the financial statements, we considered the CO-OP’s internal controf over

financial reporting (|nternal control) to determine the audit procedures that are appropriate in the circumstances forthe.

purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an opinion on the

effectiveness of CO-OP's mternal control Accordingly, we do not express an opinion on the effectiveness of CO-OF's
internal control.

A deficiency in internal confrof 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, ipn Internal
control, such that there is a reascnable 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 1s a deficiency, or a combination

of deficiencies, in internal conirol that is less savere than a material weakness yetlmportant enough to merit atten’uon
by those charged with governance. .

Qur consideration of internal control was for the timited purpose described in the flrst 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 Institute and Oklahoma Society of CPA's
Serving Our Clic;i% Since 1960




Compliance and Other Matters

As part of obtammg reasonable assurance about whether the CO OP’s flnanmal 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 compllance 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
- noncempliance or other matters that are reqwred to be reported under GovemmentAudftmg Standards

. Purpose of th:s Report

The purpose of this report is solely to describe the scope of our testmg of internal control and compitance 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 GovemmentAud.'tmg Standardsin
Gansidering the entity's internal control and compllance Accordingly, this commumcanon is not stiitable for any other

7.: purpose N
 CBEWP Grou _LLP

- CBEW PROFESSIONAL GROUP LLP
© Certifi ed Pubhc Accountants
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- = CBEW ' .
™ 1 Professional WALTER H. WEBB, CPA

INDEPENDENT AUDITOR’S REPORT ON COMPLIANGE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED -
BY UNIFORM GUIDANGE

July 10, 2018

The Honorable Board of Direc_tore
Five Star Interlocal Cooperative
Cushing,'OkIahoma o e

_'Report on Compliance for Each Major Federa! Program

We have audited the Five Star Interlocal Cooperative, Cushing, Oklahoma (CO-OP)'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 CO-OP's major federal programs for the year ended June 30, 2018, The CO-OP’s major federal

programs are identified in the summary of audltors results section of the accompanying schedule of fi ndlngs and
questioned costs.

Management’s Responsibiﬁty

Management is responszble for compliance with the federal statutes regulatlons and the terms and condltlons of l’[S-

federal awards applicable to its feceral programs

Audttor s Respons;bmfy g

Our respensmlhty isto express an opln ion on compliance for each of the CO-OP's maijor federal programs. based on
our audit of the types of compfiance requirements referred to above. We conducted our audit of compliance in
accordance with auditing standards generally accepted in the United States of America; the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States;
and the audit requirements of Title 2 U.S. Code of Federal Regufations (CFR) Part 200, Uniform Administrative
- Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Those standards

and Uniform Guidance raquire that we plan and perform the audit to obtain reasonable assurance about whether -

noncompllance with the types of compliance requirements referred to above. that could have a direct and material
effect on a major federal program occurred. An auditincludes examining, on a test basis, evidence about the CO-OP's

compliance with those reqmrements and perfermmg such other procedures as we considered necessary in the
cwcumstances .

We believe that our audit pravides a reasonable basm for our oplnlon on compliance for each major federal program.
However our audit does not provide a legal determination of the CO-OP’s compliance

Opinion on Each Major Federal Program

In our opinion, Five Star Interlocai Ccoperative, Cushing, Oklahoma, complied, in all material respects, with the types

of compliance requirerhents referred to above that could have a d|rect and material effect on each of its major federal

programs for the year ended June 30, 2018.

Members of American Institute and Oklahoma Society of CPA's
Serving Our Clic.Tg Since 1960




Report on !ntemal Control Over Complr'ance

Management of Five Star Interlocal Cooperatlve Cushing, Oktehoma {CO-0P), 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 CO-OP’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 Uniform
Guidance, but not for the purpose of expressmg an opinion on the effectiveness of internal control over compliance.
Accordmgly, we do not express an opinion on the effectrveness of the CO- OP s tnternal control over compllance

A deficiency in internal contro! over comphance exists when the desugn or operatron 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 requrrement of a federal prog ram on a timely basis. A material .

weakness in infernal control over compliance is a deficiency, or combination of deficiencies, in internal control over

compliance, such that there is a reasonable possibility that material noncomplrance with a type of compliance .

_ requirement of a federal program will not be prevented or detected and corrected, on a tlmely basis. A significant -
. deficiency in internal control over complrance is a deficiency, or a combination of deficiéncies, in internal controlover -
compliance with a type of comphance reguirement of a federal program that is léss severe than amaterial weaknessin .-

mternal oontrol over compllance yet |mportant enough to merit attentron by those charged with governance

: Our con5|derat|on of internal control over compliance was for the limited purpose described in the flrst paragraph of- Lo
this section and was not designed to identify all deficiencies in internal control over corhpliance that might be material -
weaknesses or significant deficiencies. We did not identify any deficiencies in internal controf over compliance that we

consider to be materral weaknesses However, matertal weaknesses may exist that have not been |dent|f ed.

 The purpose of thrs report on mternal control over compllenoe is solely to describe the scope of ourtestlng of internal
. control over compliance and the results of that testing based on the requrrements of Unlform Guldenoe Accordlngly.
thls report is not surtable for any other purpose :

CBEW Professional Grout, LUP

CBEW PROFESSIONAL GROUP, LLP
Certifi ed Public Accountents '
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FIVE STAR INTERLOCAL COOPERATIVE
Cushing, Oklahoma

SCHEDULE OF FINDINGS -AND QUESTIONED COSTS
For the Fiscal Year Ended June 30, 2018
SUMMARY OF AUDITOR'S RESULTS

Financial Statements:;

Type of Auditor's Report Issued: Adverse opinion on the combined financial statements in conformity with
generally accepted accounting principlss.

Internal Control Over Financial Reporting:
Material Weakness(es) identified? _ Yes X No

Significant Deficiencies Identifled not considered to be material weaknesses? __ Yes X No

Noncompliarice material to financial statements noted? _Yes X No

Federal Awards:

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

tnternal 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 reporied in accordance with Uniform Guidance, Section
510{a)? __ Yes X No

Dollar threshold us&d to distinguish Type A and Type B programs $750,000
Auditee Qualified as low-risk auditea? _Yes X No
Identification of Major Programs:
Special Education Cluster {IDEA)
CFDA# 84.027 IDEA-B Flow Through

CFDA# 84.027 IDEA-B SEA Discretionary
CFDA# 84.173 IDEA-B Preschool

FINDINGS - FINANCIAL STATEMENT AUDIT

1. None

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT

1. None
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1.

None.

FIVE STAR INTERI.OCAL COOPERATIVE
Cushing, Oklahoma

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
For the Fiscal Year Ended June 30, 2018
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FIVE STAR INTERLOCAL COOPERATIVE
Cushing, Oklahoma

SCHEDULE OF ACCOUNTANT'S PROFESSIONAL I
LIABILITY INSURANCE AFFIDAVIT ’

JULY 1, 2017 TO JUNE 30, 2018

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 Five

Star Interlocal Cooperative for the audit year 2017-2018.

CBEW Professional Group, LLP
Certified Public Accountants

Auditing Firm
s Wik il

Authorized Agent |
Subscribed and sworn to before me on this . } O day of, \-..) LJL\{" - 2018

- Jm A Dulon

Notary Public

N PlﬁﬂRASB DUTT?P(&)H h

I . ) _ otary Public, State o ahoma
My commission expires on: Commission # 18009115

3| My Commission Expires Soptember 22, 2020

(#;Y_} day of 3@9}15:14?(’ (3% C,E}O .
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FIVE STAR INTERLOCAL COOPERATIVE
Cushing, Oklahoma
June 30, 2018

AUDIT ACKNOWLEDGEMENT

The annual independent audit for the Five Star Interlocal Cooperative was presented

to the Board of Directors in an Open Board Meeting on August 8, 2018, by CBEW
Professional Group, LLP.

Auditor Signature

The 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 te the
Oklahoma State Department of Eduecation 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
opinicns 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.”
Administrator Board of Directors Vice President
Board of Directors President | Board of Directors Member
Board of Directors Member | Boarq of Directors Member
Board of Directors Member Board of Directors Member
Board of Directors Member Board of Directors Member
Subscribed and sworn to before me on this day of, , 2018,
My commission expires on day of , 20

Notary Public
Affix Notary Seal




