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: INDEPENDENT AUDITOR'S REPORT

“July 18, 2018

The Honorable Board of Education
Pawnee School District Number [-1
Pawnee, Pawnee County, Okl_ahoma

Report on the Financial Statements

We have audited the accompanylng combined fund type and account group ﬂnanclal statements—-regulatory bas;s of
the Pawnee School District Number -1, Pawnee, Pawnee County, Oklahoma (District), as of and for the year ended

June 30, 2018, and the related notes to the financial statements, Wthh coHectwer compnse the District's’ ba51c
fi nanmal statements as Ilsted in the table of contents,

Management s Responsrbthty for the Fmancial Statements .

Management is respon5|b|e for the preparatlon and fair presentatlon ofthese fi nanmal 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 accountmg is an acceptable basis for
~ the preparation of the financial statements in the circumstances. Management is also responsible for the design,

implementation, and maintenance of internal control relevant to the preparation and fair presentatlon of financial
7 statements that are free from matenal misstatement, whether due to fraud or error.

Auditor’s Respons:bmty

Our respon5|b|[|ty is to express-an opinion on thess f nanCIal statements based on our audlt We conducted our audlt
in accordance with auditing standards generally accepted in the United States of America and the standards applicable
“to financial audits contained in Government Auditing Standards, issued by the comptroller General of the United

States. Those standards require that we plan and perform the audit to obtain reasonable assurance aboutwhether the
financial statements are free from materlal mtsstatement :

An audlt involves performmg procedures to obtain audit evidence abeut the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor's judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessiments,

the auditor considers internal control relevant to the entity's preparation and fair presentation of the financial -

statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity's internal control. “Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of

~ significant accountlng estimates made by management as well as evaluating the overall presentatlon of the f nancial

statements

We believe that the audit e\ndence we have obtalned is sufficient and appropnate to prowde a bams for our audit
opinions.

Bas:s for Adverse Opinion on U.S, Genera"y Accepted Accountmg Prmc.'ples

As discussed in Note 1, the financial statements are prepared by the Pawnee School District Number I-1, on the baS|s
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 deu?&é\?%%”}llwe‘?t& Jand aceour prin qugl f{lerally accepted in the United States of
Amerlca although not reasonably eTermancir\,a[g(p;eauma, lL gyma ena _
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Adverse Opinion on U.S. Generally ACcepted Accounﬁng Principles

in our opinion, because the sig nlt“cance of the matter discussed in the “Basis for Adverse Opinion on 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 génerally accepted in the United States of America, the financial
position of the Pawnee School District Number [-1, Pawnee, Pawniee County, Oklahoma as of June 30, 2018, the
changes inits flnanmal positicn, or, where appllcable its cash ﬂows for the year then ended.

A Basrs for Quahfred Oprmon on Regulatory Basis of Accountmg

~ The financial statements referred to above do not lnclude the general ftXE.‘d asset account group, whichis a departure :

from the regulatory basis of accounting prescribed by the Oklahoma State Department of Educatlon The amount that
) should be: recorded in the general fixed asset account group is not known.

- Quahfred Oprmon on Regu!atory Basrs of Accountmg

In our opinlon except for the effects of the matter described in the "Ba3|s fcr Quallf‘ ed Optnlon on Regulatory Basrs of
"Accounting” paragraph, the financial statements referred to'in the first paragraph present fairly, in all matefial respects,
the assets, liabilities and fund balance arising from regulatory basis transactions of each fund type and account group o
of Pawnee School District Number I-1, Pawnee, Pawnée County, Oklahoma, as of June 30, 2018, and the revenues

collected and expenditures pald and encumbered for the year then ended on the regulatory basm of accountlng ‘
descnbed in Note 1. . .

Other Matters

" Other lnformatron

. Our audit was conducted forthe purpose of formmg op|n|ons on the ftnanc:al staternents thatoctlectlvely comprlse the -
District's basic financial statements. The combining statements—regulatory basis, are presented for purposes of - -
additional analysis and are not a required part of the basic financial statements. | The schedule of expenditures of - .
_federal awards is presented for purposes of additional analysis as required by Title 2 U.S. Code of Federal Regulations
(CFR) Part 200, Uniform Administrative Requrrements Cost Principles, andAudrt Requrrements forFederal Awards 7
and is also not a requwed part of the basic financial statements '

The combining statements—regulatory basis and the schedule of expendltures offederal awards are the responSIblllty '
of management and were derived from and relate directly to the underlying accounting and other records used to
prepare the basic financial statements Such information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and certain additional procedures, including comparing and reconciling such

" information directly to the underlying accounting and other records used to prepare the basic financial statements or to
the basic.financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our oplnlon the combining statements——regulatory basis and
the schedule of expendltures of federal awards are faifly stated, in all materlal respects, in relation to the basic fi nanmal
statements.as a whole arlstng from regulatory basis fransactions. -

'.Other Reportmg Requrred s y Govemm ent Audrtrng Sfandards a

in accordance with. Government Auditing Standards we have also lssued our report dated July 18, 12018 on our -

consideration of the District's internal control over financial reporting and on our tests of its compliance with certain -~

_ provisions of laws, regulations, contracts and grant agreements -and other matters. The purpose of that report is to
- describe the scope of our test:ng of internal control over financial reporting and compliance and the resuits of that.
testing, and not to provide an opinion on the internal controf over financial reporting or on compliance. That report is.

" anintegral part of an audit performed in accordance with GovernmentAudrtrng Standards in constdenng the Dlstnct'
internal control over financial reportmg and compliance.

CREW Professionad Grou, LUP

CBEW PROFESSIONAL GROUP, LLP
. Certified Public Accountants
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PAWNEE SCHOOL DISTRICT NUMBER I-1
Pawnee 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, 2018

Variance with

Budgeted Amounts Final Budget
Original Final Favorable
Budget Budget Actual {Unfavorable)
Revenues: ; '
Local sources & 932,879 $ 032,879 % 1,010,024 % 77,145
Intermediate sources 108,609 108,609 106,866 (1,743)
State sources 3,547,565 3,647,565 3,632,993 {14,572)
Federal sources 877,876 877,876 882,155 4,279
Other - - - -
Total revenues 5,566,929 5,566,929 5,632,038 65,109
Expenditures:
Instruction 4,347.103 4,347,103 3,379,777 867,326
Support services 1,815,163 1,815,163 1,814,167 996
Non-instructional services 377,219 377,219 377,219 -
Capital outlay - - - -
Other outlays - - - -
Debt service:
Principal retirement - - - -
Interest & fiscal agent charges - - - -
Repayments _ - - - -
Total expenditures 6,530,488 . 6,530,485 5,571,163 068,322
Net change in fund balance (972,588) (972,556) 60,875 1,033,431
Adjustments to prior year encumbrance - - - -
Beginning fund balance . 972:556 972,556 972,556 .
Ending fund balances $ - % - % 1033431 % 1,033,431

The accempanying ncfes are an integral part of these financial statements.
5




PAWNEE SCHOOL DISTRICT NUMBER I-1
Pawnee County, Oklahoma

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

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

Variance with

Budgeted Amounts Final Budget
QOriginal Final Favorahle
Budget Budget Actual {(Unfavorable)
Revenues: ' '
Local sources $ 132,195 3% 132,195 & 146,307 $ 14,112
Intermediate sources - - - -
State sources - - - -
Federal sources - - - .
Total revenues 132,185 132,195 148,307 14,112
Expenditures:
Instruction - - - -
Support services 200,100 200,100 95,395 104,705
Non-instructional services - - - -
Capital outlay - - - -
Other outlays - - - -
Repayments - - - -
Debt service:
Principal retirement - - - -
Interest & fiscal agent charges - - - -
Total expenditures 200,100 200,100 ' 95,395 - 104,705
Net change in fund balance {67,905} (67,905) 50,912 118,817
Adjustments to prior year encumbrance - - - -
Beginning fund balance’ 87,905 687,905 67,905 -
Ending fund balances $ - - % 118,817 § 118,817

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

8




PAWNEE SCHOOL DISTRICT NUMBER I-1

Pawnee 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: -
Instruction
Support services
Non-instructional services
Capital outlay
Other outlays
Repayments
Debt service:
Principal retirement
Interést & fiscal agent charges

Total expenditures
Net change in fund halance
Beginning fund balance

Ending fund balances

DEBT SERVICE FUND

For the Fiscal Year Ended June 30, 2018

Variance with

Budgeted Amounts Final Budget
Original Final Favorable
_ Bu__dget B_u dget Actual {Unfavorable)
$ 331,648 % 331,648 § 345,444 % 13,796
- - 579 579
331,548 331,648 346,023 14,375
330,000 330,000 330,000 -
6,600 6,600 6,600 -
336,600 336,600 336,600 -
(4,952) {4,952) 9,423 14,375
353,112 353,112 353,112 -
$ 348160 $. 348160 § 362,535 % 14 375

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

7




1.

PAWNEE SCHOOL DISTRICT NUMBER 1-1
Pawnee County, Oklahoma

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

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of the Pawnee School District Number [-1, Pawnee, Pawnee County,
Oklahoma (the “District”) conform to the regulatery basis of aceounting, 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 Stats of Cklahoma. 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 integrai part of the
District's financial statements.

A. Reporting Entity

The District is a corporate body for public purposes created urider 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 Educaticn and is
financially dependent on state of Oklahoma support. The general opsrating authority for the public school system
is the Oklahoma School Code contained in Title 70, Oklahoma Statutes.

The governing bedy of the District is the Board of Education (Board) composed of five elected members. The
appointed superintendent is the exacutive officer of the District. The Board, constituting an on-going entity, is the
level of government, which has governance responsivilities over all activities, related to public elementary and
secondary school education within the jurisdiction of the Local Independent School District. The District receives
funding from local, state and fedaral gevernment 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, Codificaticn of Governmental Accounting and Financial Reporting Standards, since Board members
are elected by the public and have decision making authority, the power to designate management, the
responsibility to significantly influence operations and primary accountability for fiscal matters.

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

B. Measurement Focus

The accounts of the District are organized and operated on the basis of funds and account groups. Afund 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 mariagement in demenstrating compliance with finance-
related legal and contractual provisicns. The minimum number of funds is maintained consistent with legal and
managerial requirements. The Account Groups are reporting devices to account for cerfain asseats 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 tc account for most of the District's general activities, including the ccllection
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 focus applied. All governmental type funds are accounted for using the
Regulatory (Statutory) basis of accounting. All revenues from ali sources, including property faxes,
entitlements, grants, and shared revenues are recognized when they are received rather than earned.




1.

PAWNEE SCHOOL DISTRICT NUMBER 11
Pawnee County, Oklahoma

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

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Measurement Focus (Continued)

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

Governmental funds include the following fund types:

General fund - is the general operating fund of the District. 1t accounts for all financial resources of the
general government, except those required to be accounted for in another fund. This is a budgeted fund,
and any fund balances are considered as resources available for use. Major revenue sources include
local property taxes and federal and state funding. Expenditures include ali costs associated with the daily
operations of the schools except for programs funded for building repairs and maintenance, school
construction, and debt servica on bonds and other long-term debt. The General Fund also accounts for
federal and state financed programs where restricted monies must be expended for specific programs.
Project accounting is employed to maintain integrity for the various sources of these funds. The operation
of the Disfrict's school cafeteria-is reported as part of the General fund and consists of menies 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 fund is
composed of the District's Building Fund. These are budgeted funds and any fund balances are
considered 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.

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). Thisis a budgeted
fund. The primary révenue 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 schoot sites, constructing and equipping new school facilities, renovating
existing facilities, and the acquisition of transportation equipment.




PAWNEE SCHOOL DISTRICT NUMBER I-1
Pawnege County, Oklahoma

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

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

B. Measurement Focus {Continued)

Fiduciary funds - accourit 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 msasurement
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 dabt,

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 service fund and the amount to be
provided in future years to complete retirement of the debt principal.

C. Basis of Accounting and Presentation

The District prepares its financial statements in a presentation format that is prescribed by the Oklahoma State
Department of Education. This format is essentially the generally-aceepted form of presentation used by state and
local governments pricr 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 GASE 34.

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

» Encumbrances represented by purchase orders, confracts, 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 recerded 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.

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

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

10
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PAWNEE SCHOOL DISTRICT NUMBER I1-1
Pawnee County, Oklahoma

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

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Gontinued)

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. Investments are stated at cost. The School District invests entirely in
certificates of deposit, U.S. Treasury Securities, and participates in the Secured Investment Program of
Oklahoma State School Boards Association, as authorized by Oklahoma Statutes Title 62, Section 348.

Fair Value of Financial Instruments

The District’s financial instruments include cash and investments. The District's estimate of the fair value of all
financial instrumeants does not differ materizlly 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 preparaticn of financiai statemants in conformity with the regulatory basis of accounting requires
management to make estimates and assumptions that affect certain reported-amounts and disclosures.
Accordingly, actual resulis could differ from those estimates.

Inferfund Transactions

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

Inventories

inventories consist of minimal amounts of expendable supplieé.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 maintainad 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.

11




1.

PAWNEE SCHOOL DISTRICT NUMBER 1-1
Pawnee County, 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 District provides vacation and sick leave benefits in accordance with Title 70 of the Oklahoma Statutes,
Avticle 6-104, which provides for annual sick leave and personal business days. District policy allows certified
employees to accumulate such days te a maximum number of days. None of the benefits are payable upon
retirement or death. Accrued vacation and sick leave benefits are not reflécted in the financial statements
because such statements are prepared con 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 long-term debt account group. Certain other

lease ohligations nct 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 financlal statements, governmental funds report the hierarchy of fund balances. The hierarchy is
based primarily on the degree of spending constraints placed upon use of resources for specific purposes
versus availability of appropriation. Animportant distinction that is made in reporting fund balance is batween
amounts that are considered nonspendable (i.8., 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 {o be maintained intact (such as the corpus of a permanent fund)) and those
that are spendable (such as fund balance associated with cash, investments or receivables).

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

Restricted fund balance represents amounts that are constrairied either externally by creditors {such as
debt covenants), granters, contributers or laws or regulations of other governments; or by law, through
constitutional provisions or enabling legislation.

Committed fund balance represents amount that are useablé 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 amcunts), 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 balanca represents amounts that are intended to be used for specific purposes, but are
neither restricted nor committed. Intent is expressed by the governing body itself, or a subordinated high-
ievel body or official who the governing body has delegated the authority to assign amounts to be used for
specific purposes. Assigned fund halances includes all remaining spendable amounts (except negative
balances) that are reported in governmental funds other than the general fund, that are neither restricted
nor comimitted, and amounts in the general fund that are intended to be used for specific purpese in
accordance with the provisions of the standard.
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PAWNEE SCHOQL DISTRICT NUMBER 1-1
Pawnee County, 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)

9.

Fund Balance (Continued)

Unassigned fund kalance is the resldual classification for the general fund. It represents the amounts
that have not been assigned to other funds, and thathave not been restricted, committed, or assigned to
specific purposes-within the general fund. '

10. Property Taxes and Other Local Revenues

11.

12.

The District is authorized by state law to levy property taxes, which consist of ad valorem taxes on rsal and
personal property within the District. The County Assessor, upen recaipt 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 secend half is due prior to April 1. |fthe 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 redesm the property by paying the taxes and penalty owed. If
at the end of two years the owner has not done so, the purchaser is issued a deed to the property. No
provision has been made for uncollected taxes, as all taxes are deemed collectible. Other local sources of
revenues include tuition, fees, rentals, disposals, commissions and reimbursements.

Intermediate Revenues

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

State Revenues

Revenues from state sources for current operations are ptimarily 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 docunientation, 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.revenues from the state ic administer certain categorical educational pregrams, 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 te 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.
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PAWNEE SCHOOL DISTRICT NUMBER {-1
Pawnee County, 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)

13.

14.

18.

16.

17.

Federal Revenues

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

Non-Monetary Transactions

The District receives commodities from the U. 8. Department of Agriculture. The value of these commodities
has been included in the Schedule of Expenditures of Federal Awards; however, they have not been reflected

in the combined financial statements as either revenue or expense since they are not reported under the
regulatory basis of accounting.

Memorandum Only - Total Columns

Total columns on the combinad 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 resuits of operations in accordance with generally
accepted accounting principles. Inter-fund eliminations have not been made in the-aggregation of this daia.

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 balance, revenues and
expenses. However, complete comparative date (].e., presentation of prior year totals by fund type in each of
the statements) has not been presented since their inclusion would make the statéments unduly complex and

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

Resource Use Policy

It is in the District's policy for all funds that when an expenditurefexpense is incurred-for purposes for which
both restricted and unrestricted rescurces, including fund balances, are available, the District considers
restricted amounts to be spentfirstbefore 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
unassigned resources, including fund balances, arg available, the School considers commitied amounts to be
spent first, followed by assigned amcunts and lastly unassigned amounts.
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PAWNEE SCHOOL DISTRICT NUMBER 11
Pawnee County, Oklahoma

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

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

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

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

3. DETAILED NOTES CONCERNING THE FUNDS
A. Deposits and Investments
Custodial Credit Risk

At June 30, 2018, the District held depaosits of approximately $2,564,107 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 Rale Risk

The District does nct have a formal investment policy that limits investment maturities asa means of managing its
exposure to fair value fosses arising frem 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. Govarnment, its agencies and instrumentalities to which the full faith and credit
of the U.S. Government is pledged, or cbligations fo 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 instituticns.

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

d. County, muricipal or school district tax supported debt obligations, bond or revenue anticipation notes,
money judgments, or bond or revenue anticipation rictes of public trusts whose beneficiary is a county,
municipality or school district.
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PAWNEE SCHOOL DISTRICT NUMBER [1
Pawnee County, Oklahoma

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

3. DETAILED NOTES CONCERNING THE FUNDS (Continued)

A. Deposits and Investments (Continued)

€. Notes or bonds secured by mertgage 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 requlated by the SEC and in which investments consist of the invéstments mentioned
in the previous paragraphs (a.-d.).

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

Average
Maturity Credit Market
Type . .(Months) Rating Value Cost
Investments
Money Market N/A, N/A $ 2264107 $ 2264107
Certificate of deposit 6.0C N/A . 300,000 300,000
Total investmenis $ 2,564,107 $ 2,564,107

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: 12% in Certificates of deposit-($300,000) and 88% in Money Market funds ($2,264,107).

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 forvarious capital improvements. These bonds are required to be fully paid serially within 25 years
from the date of issus. Debt service requirements for bonds are payable solely from fund balance and future
revenues of the debt service fund.

In 2016, the District issued building bonds in the amount of $330,000 with an effective interest rate of 1.0%. Bond
maturities-begin July 1, 2017 with a final maturity of $330,000. This bond was paid off in current year.

In 2017, the District issued building bonds in the amount of $340,000 with an effective interest rate of 1.2%. Bond
maturities begin July 1, 2018 with a final maturity of $340,000.

In 2018, the District issued building bonds in the amount of $660,000-with an effective interest rate of 2.0%. Bond
maturities begin July 1, 2019 with a final maturity of $345,000,

Annual debt service requirements to maturity are as follows:

Year General
Ended’ Obligation Bonds Total
June 30, Principal Interest Requirements
2017 $ 340,000 3% 8160 $ 348,160
2018 315,000 26,400 341,400
2019 345,000 6,900 351,900
Tatal: 3 1,000,000 $ 41460 $ 1,041,460
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PAWNEE SCHOOL DISTRICT NUMBER I-1
Pawnee County, Oklahoma

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

3. DETAILED NOTES CONCERNING THE FUNDS (Continued)

C. l.eases

The District executed a lease with Armstrong Bank for acquisition of a trailer on December 21, 2012, The amount
of the lease is $22,225 with interest at 3.25%. The payments are $4,900 annually paid by the activity fund. This
lease was paid off in the current year.

The District executed a lease with Arvest Trust Company for construction of the Elementary Schocl Dome-Shaped
Storm Shelter and other various purchases on January 1, 2013. The amount of the lease is $2,691,000. The
payments are varying annually.

Year Ended
June 30, Payments

2019 $ 300,000
2020 300,000
2021 250,000
2022 250,000
2023 268,612
Total 1,368,612

Less Interest 111,957
Total 1,256,655

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.

D. Changes in General Long-terim 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,

2017 . Additions Retirements . 2018
Bonds payable $ 670,000 $ 660,000 $ 330,000 % 1,000,0C0
Capitalized lease payable 1,755,969 - 499,314 1,256,655
Total $ 2425080 $ 660,000 § 829,314 $ 2,256,655
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PAWNEE SCHOOL DISTRICT NUMBER [-1
Pawnee County, Oklahoma

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

4. OTHER INFORMATION

A. Risk Management

The District is exposed to various risks of loss related fo torts; theft of, damage to and destruction of assets; errors
and omissions; injuries.to employees; or acts of God. The District purchases commercial insurance to cover these
risks, including general and auto liability, property damage, and public officials liability. The District had the
following insurance coverage during the year: commercial property - $750,000,000; general liability - $1,000,000;
and educators liability $1,000,000. Settled claims resulting from these risks have not exceeded the commercial
insurance coverage in any of the past three fiscal years. The School also participates in a risk pool for Workers'
Compensation coverage in which there is a transfer or pooling of risks among the participants of that pool. In
accordance with GASB No. 10, the School 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. 1n 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 {0 an established payment schedule. A portion of the fees paid by the District goes into a
loss fund for the District. The fee for the loss fund is calculated by projecting losses based on the schools-losses
for the last five years, OSAG provides coverage in excess of the Loss Fund so the District's liability for claim loss
is limited to the balance of the loss fund. If the District does not use their loss fund in three years it is returned to
them with no interest.

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

. 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, fo be immaterial.

. Non-Monetary Transactions

The -fair market value as determined by the Oklahoma Department of Human Services of the commgcdities
received during the period under audit was $19,510.
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PAWNEE SCHOOL DISTRICT NUMBER 11
Pawnee County, Oklahoma

NOTES TO THE FINANCIAL STATEMENTS - REGULATORY BASIS
June 30, 20138

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

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 recegnized in the period in which the contributions are made: Benefits
and refunds are recognized when paid.

The pensicn benefit obligation is a standardized disclesure 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 sarvices performed to date and is adjusted for the effect of projected salary increasas.
Thére are no actuarial valuationis 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 confribution 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 o 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 contributz 14.0% of applicable compensation. Contributions received by the System
from the State of Oklahoma are from 3.54% of its revenues from sales tax use taxes, corporate income taxes and
individual income taxes. The District contributed 9.5% and the State of Oklahoma plus the federal contribution
confributed the remaining 4.5% during this year. The District 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 District's total contributions for 2018, 2017 and 2016 were $278,820, $297,110 and $299,22% respectively.
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PAWNEE SCHOOL DISTRICT NUMBER 11
Pawnee County, Oklahoma

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

4. OTHER INFORMATION (Continued)

E. Surety Bonds

The Superintendent is bonded by Western Surety Company, bond number 18036734, for the penal sum of
$100,000 for the term July 31, 2017 to July 31, 2018.

The activity fund secretary is bended by Western Surety Company, bond number 89351507, for the penal sum of
$2,000 for the term June 4, 2017 to June 4, 2018. This was renewed in June for the next year.

The Encumbrance clerk is bonded by Western Surety Cornpany, bond number 81292210, for the penal sum of
$100,000 for the term March 7, 2018 to March 7, 2019,

The Treasurer is bonded by Western Surety Company, bond number 14189974, for the penal sum of $100,000 for
the term June 11, 2017 to June 11, 2018. This was renawed in June for the naxt year,

The Beard clerk is bonded by Western Surety Company, bond number 612921586, for the penal sum of $2,000 for
the term March 7, 2017 to March 7, 2018 and renewed for March 7, 2018 to March 7, 2019.
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PAWNEE SCHOOL DISTRICT NUMBER 1-1
Pawnee County, Oklahoma

COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
FIDUCIARY FUNDS - REGULATORY BASIS
June 30, 2018

Agency Funds

Balance Balance
July 1, June 30,
2017 Additions Delefions Adjustments 2018
Assets:
Cash:
Activity funds 3 156,236 $ 364,285 § 346,457 $ 3123 $ 177,187
Liabilities:
Due to student groups:
Athletics $ 6,372 & 42609 3 38543 § 2954 § 13,392
Language 6,889 - 2,181 - 4,708
Band 6,949 14,334 11,542 (64) 9,677
Brensing Scholarship 4,500 2,000 3,000 - 3,500 '
Band Day 191 - - - 191
Softhali Booster 3,566 16,515 18,472 {17 1,592 |
Art Scholarship 3,000 1,000 - - 4,000 |
Class of 2017 1,454 - - (500) 954 |
Class of 2018 3,941 8,656 11,844 (15) 738 i
Class of 2019 1,496 5,821 3,850 - 3,367
Class of 2020 29 2,458 2,413 - 74
Berg Scholarship 10,150 - 1,200 - 8,950
Golf Booster 359 2,574 2,257 {(262) 414
PTO 3,815 2,841 2753 - 3,903
Class of 2021 - 244 243 10 11
Class of 2022 - 10 - (10) -
Golf 2 - - - 2 11
Science Paper Recycle 356 - - “ 335 :
Elementary Flower Fund 1,229 230 127 - 1,392
PFFAE 255 - - - 255 :
Stage Right Productions 2,430 16,028 19,915 - 1,543
Interest 270 - 195 334 409 i
FFA _ 8,328 69,863 75,107 820 3,704 i
Annuals 8,461 15,246 11,652 125 12,180
FCCLA 2,458 4,781 4,609 (30) 2,600
Bearettes 2,049 11,195 11,404 (375) 1,465
Cubeltes 842 100 176 - 768
Student Council 405 601 300 - - 706
Beta Club 4,040 7,779 5,907 250 6,162
Bear Facts 238 - - - 238
Drama/Speech 1,493 - - - 1,493
Library 641 1,069 910 (37) 763
Elementary 2,400 10,101 6,670 525 6,356
Art 1,507 1,226 1,370 - 1,363
Elementary Library 2,835 4751 4,627 - 2,759
Bearettes BB 174 928 1,082 - 20
Middle School 35 - - - 35
Basketball Booster 5,349 17,439 16,194 (67) 6,527
Wrestling Cheer 49 - - . - 49
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PAWNEE SCHOOL DISTRICT NUMBER I-1
Pawnee County, Oklahoma

COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
FIDUCIARY FUNDS - REGULATORY BASIS
June 30, 2018

- Agency Funds

Balance Balance
July 1, June 30,
2017 Additions Deletions Adjustments 2018
Liabilities (Continued):

After Prom Party 1,608 10,650 8,471 - 3,785
Tallgrass Academic Confarence 2,040 1,040 595 - 2,485
MS Advisory 5,682 6,929 3,564 - 9,047
General Fund 17,321 4,966 7,928 23 14,382
Northern Plains Indian Club 1,161 646 7680 - 1,047
Baseball Booster 6,204 5,095 5,831 (262) 5,206
PHS Flower Fund 289 170 198 - 361
Science Harp 613 495 171 - 937
MS Science - Cheatham 1,341 1,865 1,847 - 1,359
Wrestling Booster Club 887 11,121 11,0186 1,850 2,842
Quarterback Club 7.018 42,613 40,255 (2,167) 7,200
Cheer Moms Booster 200 - - - 200
Cubbettes Basketball 95 - - - 95
MS Student Council 1,865 548 361 - 2,052
Title 7 Parent Committee 4,490 1,505 2,301 - 3,694
Threads for Teens 500 - 495 - 5
Leonard Kline Jr. Schelarship 500 500 - - 1,000
Military Scholarship 2,875 - - - 2,875
MS Beta 280 - - - 280
Title VIl Housing Grant 1,410 - - - 1,410
Track 1,403 3401 3,670 (262} 872
Band Boosters - 6,637 351 - 6,186
Stage Right - Microphones - 2,485 - 500 2,995
Dr. Kaghler Scholarship - 250 - - 250

Health Fair - - - - -
Total Liabilities $ 156,236 § 364,285 $ 346,457 § 3,123 § 177,187
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PAWNEE SCHOOL DISTRICT NUMBER H
Pawnee County, Oklahoma

REPORTS REQUIRED BY GOVERNMENT AUDITING STANDARDS
AND UNIFORM GUIDANCE
June 30, 2018




- = CBEW , ' o
= | Professional _ WALTER H. WEBB, CPA
— | 'l Group, LLP | IANE FRAZIER, CPA
- Certifled Public Accuunl:mts _ CHARLES E. CROOKS, CPA

TRISHA J. RIEMAN, CPA
206 N. HARRISON « P.O. BOX 790 * CUSHING OKLAHOMA 74023 « $18-225-42185 * FAX 918 225 4315 GABRIELLE CONCHGLA, 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 18, 2018 .

. The Honorable Board of Education
- Pawnee School District Number |-1
Pawnee, Pawnee 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 Compfroller
General of the United States, the accompanying fund type and account group financial statements—regulatory basis
within the combined financial statements of the Pawnee School District Number |-1, Pawnee, Pawnea County,
Oklahoma (District), as of and for the year ended June 30, 2018, and the related notes to the financial statements,
which collectively comprise the District's basic financial statements, and have issued our report thereon dated July 18,
- 2018, which was adverse with respect to the presentation of the financial statements in conformity with accounting
principles generally accepted in the United States because the presentation followed the regulatory basis of accounting
for Oklahoma school districts and did not conform to the presentation requirements of the Governmental Accounting
. Standards Board. However, our report was qualified for the omission of the general fixed asset account group with-

respect to the presentation of financial statements on the regulatory baSIS of accountlng authorized by the Oklahoma o
State Board of Educatlon . .

- Internal Control Over Fmanc:al Reportmg

In planmng and performmg our audit of the financial statements, we considered the Dlstrlcts |nterna| control over
-financial reporting (lnternal control) to determine the audit procedures that are appropriate in the circumstances for the
purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an opinion onthe -

effectiveness of District's internal control. Accordingly, we do not express an opmlon on the effectweness of District's
mternal control _

A deficiency in internal control exists when the design or operatlon of a controi 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 reascnable possibility that a material misstatement of the entity’s financial statements will
not be prevented or detected and corrected on a fimely basis. A significant deficiency is a deficiency, or a combination

of deficiencies, in internal confrot that is less severe than a material weakness, yet important enough to merit attention
by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was
not designed to identify all deficiencies in internal control that might be material weaknesses or, significant deficiencies.
Given these limitations, during our audit we did not identify any deficiencies in internal control that we consider to be
materlal weaknesses. However, material weaknesses may exist that have not been identified.

’ Mt.mbt.rs of American Institute and Oklahoma Society of CPA’s

Servmg Qur Clients Since 1960
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Comph’ance and Other Matters

As part of obtaining reasonable assurance about whether the Districts financial statements are free of materzal
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 compl:ance 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
ﬂnoncomphanoe or other matters that are requlred to be reported under GovernmentAudrtmg Standards .

. rPurpose of th.-s Report

The purpose of th|s report is solely to descrlbe the scope of our testmg of internal control and compllance and the
- results of that testing, and not to provide an opinion cn the effectiveness of the entity’s internal control or on
_comphance This reportis an mtegral part of an audit performed in accordance with GovernmentAudrtmg Standardsin

‘considering the ent:ty s mternal control and comphance Accordlngly, thls communication is not smtable for any other
= purpose ’ : =

CBEW Professional Grost, up
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EAGH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED
BY THE UNIFORM GUIDANCE

July 18, 2018

The Honorable Board of Education
Pawnee School District Number [-1
Pawnee, Pawnee County, Okiahoma

Report on Comphance for Each Major Federal Program

We have audited the Pawnee Schooal District Number |- 1, Pawnee Pawnee County, Oklahoma {District)’s compliance
with the types of compliance requwements described in the OMB Compliance Supplement that could have a direct and
material effect on each of the District's major federal programs for the year ended June 30, 2018. The District's major

federal programs are identified in the summary of auditor’s results section of the accompanylng schedule of fi ndlngs _
and questloned costs.

Management s Responsibility

Management is responsible for compliance with the federal statutes, regulahons and the tefms and condmons of its
" federal awards apphcab[e to its federal prog rams.

Audrtor s Res;:onsrbfhty

Our respons:blllty is to express an oplnlon on compllanoe for each of the Dlstnct’s major federal programs based on .
our audit of the types of compliance requirements referred to above. We conducted our audit of compliance in
acecordance 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 B

Requirements, Cost Prmcrp!es and Audit Requirements for Federal Awards {Uniform Guidance). Those standards
and Uniform Guidance require that we plan and perform the audit-to obtain reasonable assurance about whether
noncomphance with the types of compliance requirements referred to above that could have a direct and material

 effect on a major federal pregram occurred. An audit includas examining, on a test basis, evidence about the District's

compliance with those reqmrements and performing such other procedures as we cons:dered necessary in the-

- circumstances.

We helieve that our audit provides a reasonable basis for our opinion on compllance for each major federal program
However, our audit does not provide a legal determination of the District's compllance

. Opinion on Each Major Federal Program

In_our opinion; Pawnee Schocl District Number I-1, Pawnee, Pawnee County, Oklahoma, complied, in all material
respects, with the types of compliance requirements referred to above that could have a direct and material effect en
each of its major federal programs for the year ended Jure 30, 2018.

tembers of American Institute and Oklahoma Socicty of CPA’s
Serving Qur Clients Since 1960
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Report on Internal Control Over Comp!ian:ce

“Management of Pawnes Schoel District Number i-1, Pawnee Pawnee County, Oklahoma (the District), is responsﬂole
for establishing and maintaining effective intarnal control over compliance with the types of compliance requirsments
referred to-above. ‘In planning and performing our-audit of compliance, we considered the District's Internal control
over compliance with the types of requirements that could have a direct and material effect on each major federal
program to determine the auditing procedures that are appropriate in the circumstances for the purpose of expressing .
an opinion on compliance for each major federal program'and to test and report on Internal control over compliance in -

accardance with the 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 opmron on the effectlveness of the Drstnct'
mternal control over compllance _ -

: A deﬂcrency in internal controf over comphance e><|sts when the desrgn or operatlon of a control over oompllance does '
not allow management or employees, in the normal course of performing their assigned functlons to prevent, ordetect .
and correct, noncomipliance with a type of compliance requirement of a federal programon a tlmety basis. A material -

“ weakness in internal control over compliance is a deficiency, or combiniation of deficiencies, in internal controi over .

compliance, such that there is a reasonable possibility that material noncompllance with a type of compliance
requirement of a federal program wili not be prevented or detected and corrected, on a tlmeiy basis. A significant

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

compliance with a type of compliance requirement of a federal program that is less severe than a material weakness in
internal control over oomptlance yet |mportant enough to ment attentron by those charged wrth governance

Our conSIderatlon of mternal control over compllance was for the Ilmlted purpose descnbed in the fi rst paragraph of
this section and was not de5|gned to identify all deficlencies in internal control over compliance that might be material -

~ weaknesses or sighificant deficiencies. .\We did not identify any deficiencies in internal control over compliance that we
con5|der to be materral weaknesses However, matenal weaknesses may exist that have not been identified. '

' '-The purpose of this report on internal contrel over compl iance is solely to describe the scope of our testing of mternal o

control over compliance and the results of that testing based on the requrrements of the Unlform Guidance,
: _Accordmgly, th|s report is not swtable for any other purpose '

CBEW Pocfessionsl Grop, UP

. CBEW PROFESSIONAL GROUP, LLP
Certtt" ed Public Accountants
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PAWNEE SCHOOL DISTRICT NUMBER 1-1
Pawnee County, 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 principles and a qualified 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 Oklahoma Department of Education.

[nternal Control Over Financial Reporting:
Material Weaknass({es) identifigd? __Yes X No

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

Federal Awards:

Type of auditors report issued on compliance for major pregrams: Unmadified in conformity with the ragulatory
basis of accounting.

internal Control Over Major Programs:
Material Weakness(es) identified? __ Yes X No

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

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

Dollar threshold used to distinguish Type A and Type B programs $750,000 ,
Auditee Qualified as low-risk auditee? _Yes X No |
{dentification of Major Programs:
CFDA#
84.010 Titie |
84.041 Title VIl — Impact Aid
FINDINGS - FINANCIAL STATEMENT AUDIT

1. None

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT

2. None

29




PAWNEE SCHOOL DISTRICT NUMBER 1-1
Pawrnee County, Oklahoma

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
For the Fiscal Year Ended June 30, 2018

None.
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PAWNEE SCHOOL DISTRICT NUMBER I+1
Pawnee County, Gklahoma

SCHEDULE OF ACCOUNTANT’'S PROFESSIONAL
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 coniract and during the entire- audit engagement with

Pawnee School District for the audit year 2017-2018.

CBEW Professional Group, LLP
Certified Public Accountants

Auditing Firm'
o (Ll (L ilihd
Authorized Agent
Subscribed and sworn to before me on this } 7 day of, . .\), L) (z,ivm , 2018,
‘.‘-\_,

s 5 (DuMe

Notary Pubiic

_.—//

"LAURA B DUTTON
Notary Publlo, $tate of Oklahoma

Commission # 16008115
Mv commlulon Explm Soptombar 22, 2020

{”'ﬁ day of éf”p’j’ : (9 (’BO -

My commission expires on;
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PAWNEE SCHOOL DISTRICT NUMBER I-1
Pawnee County, Oklahoma
June 30, 2018

AUDIT ACKNOWLEDGEMENT

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

presented to the Board of Education in an Open Board Meeting on August 8, 2018,
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 fo the
Oklahoma State Department of Education and the State Auditor and Inspector within
30 days from it’s presentation, as stated in 70 O.S. § 22-108:

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

the audit.”
Superintendent of Schools Board of Education Vice President 1
Board of Education President Board of Education Member t
Board of Education Member
Board of Education Member
Subscribed and sworn to before me on this day of, , | , 2018.
My commission expires on day of , 20

Notary Public
Affix Notary Seal




